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SCIENTIFIC ARTICLES
Economic Theory and History
UDC 338.1:334:330.341.2(438)
V. Chebotarov,
DrHab (Economics),
Yе. Chebotarov,
PhD (Economics),
Luhansk Taras Shevchenko National University, Starobilsk

POLISH ECONOMIC MIRACLE AS A FACTOR
OF THE SOCIALIST SYSTEM OF ECONOMY COLLAPSE
There is reason to note that this is applied to Poland science (including – in scientific researches of authoritative
international Polish diaspora) and for science in other
countries.
The objective of the article. Identification of "the
Polish economic miracle" concept as a scientific category, its essential features and development of epistemological foundations of the study research of phenomena and processes as reflected in this category and became one of the fundamental factors and the collapse of
the socialist economic system.
The base material presentation. According to its
general theoretical content the "Polish economic miracle" category represents a set of similar phenomena and
processes of the XX century, reflected by other similar
categories such as "German economic miracle" (from
mid 50’s. – till mid 60’s.), "Italian economic miracle"
and "Japanese economic miracle" (mid 50’s. – mid
70’s.), "Singapore economic miracle" (mid 60’s. – early
90’s.), "Chinese economic miracle" (late 70’s.– late
2000’s.).
To a certain extent there are similar "conversions"
in totalitarian regimes in these series: the Stalinist industrialization (1928 – 1932), economic revival of fascist Germany (1933 – 1944), Chilean economic miracle
of Pinochet (1974 – 1989). As a result of these "reforms" totalitarian regimes were able to modernize their
economic systems. However, non-economic measures
and mechanisms made the basis of such kind of
"change".
It is emphasized that Poland study of the relevant
phenomena and processes has a much greater urgency.
For German economic miracle is one of the most prestigious schools of the XX century and modern science –
Freiburg marginalist school (to a certain extent – also
London and Chicago marginalist schools). Its foundation is prepared by the scientific doctrines W. Eucken,
L. fon Mises, F. fon Hayek, L. Erhard. One of the "pillars" of the W. Eucken, German economic miracle, being recognized even before World War II, after its ending was the chief advisor of the military administration

Problem statement. The past quarter of a century
since the collapse of the so-called socialist countries
camp – a sufficient time period to study the content, prerequisites and aftermath of this general global phenomenon. There are a lot of reasons to mention the illegality
of underestimation, even more – the ignorance of the
significance and consequences of this systemic diverse
phenomena. If we analyze the phenomenon marked only
in the countries of Central and Eastern Europe, the most
important institutional, economic and political dimensions of the consequences of socialist system self-disintegration in this world region are the following.
1. Unification of the former Federal Republic of
Germany (FRG) and the German Democratic Republic
(GDR).
2. Restoration of the former (in general) state formations on the territory of the former Socialist Federal
Republic of Yugoslavia (SFRY) and the former Czechoslovak Socialist Republic (CSSR).
3. Socioeconomic conversion in Poland, starting at
the turn of 80-90’ss and associated with the name of
L. Balcerowicz – Deputy Prime Minister and Minister
of Finance of the first democratic government – the
Т. Mazowiecki government ("Balcerowicz Plan"). Their
comprehensive character, depth and consequences provide all preconditions to classify these changes as the
"Polish economic miracle" not on the journalistic cliché
level, but as a strict scientific categorical definition.
In the most general meaning of the "economic miracle" original concept means a policy of accelerated
modernization of the economic system of this or that
country. With regard to two Germanys’ unification and
the restoration of the status quo of state formations on
the territory of the former SFRY and CSSR, then in
these cases the political factor is advocated as determining one. Unlike this, the transformation processes in Poland had (and have) deeper content: both in the institutional and economic values. However, consideration of
transformational changes from administrative management to the market, embodied in the Polish economy miracle has not yet become a subject of research.
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"The Moor has done his work, the Moor can go!" And
quite broadly outlined his vision and evaluation of reforms in Poland [7-8].
However, many aspects of Polish economic miracle remain not highlighted enough: also other important
historical personalities did not say a word about it, who
even directly and actively were involved in its creation.
First of all, the definition of "Polish economic miracle" concept as a scientific category must be determined. It is a set of cardinal institutional, economic and
political phenomena and processes based on the idea of
the primacy of personal freedom and the revival of freemarket competition and directed to an overcoming the
consequences of inefficiency and collapse of the socialist economic system, the regime of communist ideology
and the establishment of an upgraded European-based
independent democratic state.
In accordance with the goal set, the "Polish economic miracle" category features are classified.
1. The quality content of phenomena and processes, which are reflected in this category – is a system
of targeted sibling and related institutional measures,
standard and legal acts and economic mechanisms for
the transition from a state to a market economy with appropriate changes in the social, ideological and political
spheres.
2. The institutional basis background – the primacy
of the personal freedom of the individual in all human
existence areas.
3. The essential economic background – a market
competitive system of management, determined by
small and medium-sized businesses, with the presence
of effective socially responsible supreme entity – the
state.
These essential features are just basic, but they are
sufficient enough to form a carcass of "Polish economic
miracle" category (On the next study stages they are logically continued).
The epistemological foundations of the study of
phenomena and processes, which are reflected in the of
"Polish economic miracle" category can be as following (in the framework of an article made we find definite
ones).
1. The totality of phenomena and processes which
are reflected in this category, started at the turn of 8090’ss. of XX century, but they have of deep historical
roots, going back to the idea of Polish nation self-identification and act as its focused response to the change
of country statehood in the partitions of Poland in the
XVIII-XIX century and Poland during and at the end of
World War II.
2. System Research of "Polish economic miracle"
category as well as similar categories in reference to
other countries, include the analysis of qualitative characteristics which are reflected by the phenomena and
processes of related quality measures.

of the American and French zones of occupation in Germany, and later – the first paragraph of Germany government [1]. L. Erhard, one of the authors of a social
market economy theory, which is the scientific paradigm of the German economic miracle and who later became the Minister of the economy and the second Chancellor of Germany [2].
The Japanese economic miracle owes its birth not
only to marginalism but Keynesianism "Dodge Line" –
US program for Japan rebuilding after World War II
(named after D. Dodge, the personal representative and
friend of President H. Truman). It is necessary to pay
tribute to great intellectual the United States landing to
implement the "Dodge Line" represented by E. Deming,
J. Dzhurana and other scientists and practitioners. There
developments have not been evaluated in the United
States, but implemented in Japan, they became the essential parts of Japan (Eastern) Management [3-4].
"Father" of Singapore economic miracle (to a certain extent – the economic miracle of the southeastern
Dragons: Singapore, South Korea, Hong Kong and Taiwan) became the Singapore Prime Minister Lee Kuan
Yew, who made basis for its policy during a few years
[5].
According to this background it is quite natural to
popularize the ideas of the German economic miracle in
the development of marginalist's representatives. The
Japanese economic miracle is naturally promoted by
representatives of the eastern management, including –
the employees of Deming institutions across the Europe.
Singapore economic miracle gets an additional confirmation in the upward phase of the economic development of four "south-eastern dragons". However, the
Polish economical miracle, despite its deeper profound
qualitative transformation of the socio-economic system, both in content and consequences, remains outside
the purview of subject researches. Journalistic essays for
obvious reasons cannot change the underestimation of
the system of analysis importance of this fundamental
phenomenon – institutional, economic and political phenomenon of the XX century and new history.
At the same time, we cannot neglect the following.
The first. Any economic phenomenon, as it was
predicted for the first time in the history of science by
the great Ukrainian scientist M.I. Tuhan-Baranovskyi
(who had deep roots (from his mother’s side) of one of
the well-known noble families of the Polish-Lithuanian
Commonwealth – Baranovskyi), following the upward
phase of development included in the downward phase
[6].
The second. Polish economic miracle has not such
strong support as German economic miracle in the face
of marginalism or Japanese economic miracle and Singapore economic miracle in the face of the east Management.
The third. L. Balcerowicz like L. Erhard and Lee
Kuan Yew, decided to act not according to Schiller:
6
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However, there were huge obstacles in the revival
of small and middle-sized business in Poland. This is not
only a half-century regime of communist ideology
(note: it was in Poland failed to achieve absolute dominance in the public consciousness).
A major deterrent factor of Polish economic miracle, and this is also its phenomenon, was the nature of
the national business culture which has developed over
the years of the socialist economic system. It is, for example, one of the most sophisticated business culture
theories – models of R. Lius, was close to the business
culture in Russia and Romania [9].
In this regard, Poland (and L. Balcerowicz) were
initially at a disadvantage position compared to Germany, Japan and Singapore.
And for L. Valensa and L. Balcerowicz, after the
victory of "Solidarity" in the first parliament elections
(1989), and then the presidential elections (1990) rate
for small and medium business, apparently was quite
obvious, but not so simple.
The phenomenon of the Polish economic miracle
lies in the role of the religious factor, as one of the most
important institutional framework for its initiation and
implementation. The Church in Poland has been an important part of the public consciousness even in times of
socialism (unlike many other former socialist countries).
If the opposing totalitarian regimes of the XX century
devided the Polish nation, the church cemented it.
After the election in 1978 Archbishop and Metropolitan of Krakow Karol Wojtyla became a pope of the
Roman Catholic Church – Pope John Paul II, Institute
of the Church in Poland in general has become a powerful factor in the determining institutional factor.
These are just some of the divergent institutional
prerequisites of "Balzerovich Plan" and Polish economic miracle in general (it is indicative that L. Valensa
with great difficulty was able to find a candidate for the
head of the economic block in the government of T. Mazowiecki). The "plan" itself, aimed at the restoration of
Poland through the introduction of market-based forms
of management related to method based on a package of
laws designed by L. Balcerowicz team with a help of an
international group of consultants. This package of laws
had a systemic nature, covering all sectors of the economy. Laws were interconnected and had a rather clear
mechanism for its implementation (the "Balcerowicz
plan" logically had some modification).
There is reason to believe that decisive things in
this package were laws on financial savings in stateowned companies, on banking activity, on taxation of
the higher wages and economic activity of foreign investors [7].
The essence of the "Balcerowicz Plan" through the
media was shown to all segments of the population. Its
first presentation was held on state television in October
1989. In December a package of laws was adopted by
the Seim, and the President L. Valensa signed them in

The defining quality characteristics of the category
of "Polish economic miracle" (and similar categories in
relation to other countries): definition of the category;
the essential features of the phenomena and processes,
as reflected in this category and, and forms the essential
features; background phenomena and processes, as reflected in this category.
The basis of the instruments of quantitative analysis of phenomena and processes, as reflected in the
"Polish economic miracle" category (as in the same category in relation to other country) will be legitimate to
lay the following: depth of economic downturn on the
previous stage of development; time period that the
country will need to achieve the previous pre-crisis level
of socio-economic development; quantity dynamic of
production (analysis of the socio-economic situation of
the country) on the stage of development after the passage of the "bottom" in terms of development.
4. On the basis of the following qualitative characteristics, the beginning of the "economic miracle" is logically to define the adoption of specific program (normative-legislative act, a package of documents etc.),
aimed to its explanation. Often these programs are defined as "plan" concept. Then, in the time frame "economic miracle" is the period in the country when it is on
the development path, exceeding the average growth of
other countries.
Natural, especially under current conditions, fluctuations in the dynamics of economic development
show that during the country period being on the positive phase, and it can be recognized as the time lag of
"economic miracle". At the same time, the country's entry into the negative trend of economic development
would be for one year, which is expressed, for instance,
the pace of GDP growth lower than 0%, strongly indicates the end of the "economic miracle."
Extremely important is the analysis of the highlighted institutional and economic foundations of the
Polish economic miracle.
Small and medium business as an essential feature
of Polish economic miracle have deep roots. There are
some backgrounds to mention that small and medium
businesses in Poland, as well as all business itself, for a
variety of characteristics have a more substantial content. For example, socially responsible business and
public-private partnership form the basis of the German
economic miracle and the Japanese economic miracle,
with perfection in its social and philanthropic activities
even in the end of the XIX century, a famous Polish entrepreneur I. Poznanskyi realized it and who found
“weaving capital of Europe” in Lodz.
I. Poznanskyi’s example is not unique, it is actively
followed by other employers across Poland until the beginning of World War II. With a help of such examples
socially responsible business in Western and Northern
Europe in the second half of the XX century was
formed.
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the December, 31, 1990 (some time divisions for the enactment of laws were provided, but there were some of
them which were introduced in January, 1, 1991).
The collection of these five facts allows to doubt in
a definition of the "Balcerowicz Plan" as "shock therapy" (L. Balcerowicz himself in this situation did not
consider the data as inordinate, stressing that the reforms
implemented in the Baltic countries were more revolutionary).
Forty-five years of socialism could not pass unnoticed for the public consciousness in Poland. "Balcerowicz Plan" caused not only just rejection for many of
citizens, but rejection of every kind (also in the scientific
community) [10]. That one kind of mood "fueled" with
the deterioration of the situation on the first implementation stages of stabilization measures. Some part of
Polish society which is not a critical "tied" to the previous government, still has a negative attitude to
L. Balcerowicz transformation.
In accordance with the proposed approach to quantify the phenomena and processes, reflected in "the
Polish economic miracle" category, its basic parameters
are considered in the following. Inflation level in Poland
in 1989 reached 343,8%; in 1990 – 717,8% [11]. The
size of foreign banks and government, which especially
actively Polish United Workers' Party became to use
since the time of E. Herek, was $ 42,3 billion (64,8% of
GDP). Credits which were constantly received from the
Soviet Union are not counted here, the highest size of
which fell at the end of the 70's - beginning of the 80's.
Only in 1980-1981 loans were given to Poland in the
amount of $ 10,35 billion [12]. These figures clearly
show the depth of the crisis in Poland at the end of fortyfive-years period of economic socialism on one hand,
and the starting point of the Polish economic miracle (on
this background a negative indicator of GDP growth is
shown -7,2% in 1990) on the other hand [12].
According to the depths of the economic, social,
political and moral spheres the crisis in Poland at the
turn of 80-90’ss. to a certain extent even exceeded the
scope of suitable phenomena and processes in Germany
and Japan in the mid-50’s.
The first signs of social and economic stabilization
due to "Balcerowicz Plan" began to appear by the end of
1990 – beginning of 1991. However, generally the duration of the recovery period was about two years. For
this indicator, the Polish economic miracle is not inferior to the economic miracle of Germany and Japan.
General dynamics socio-economic development in Poland after the implementation of the "Balcerowicz Plan"
is following. The pace of GDP growth is amounted from
1,6% in 2009 to 7,1% in 1997. Similarly, the growth rate
index of industrial producing "behaved": from 0% in
1998, 2000 and 2002 to 10,2% in 2006 [12].
However, in general, these indicators concede to
similar indexes in Japan and China [13].

Thus, under certain fluctuations in economic development, which is the global trends over time, Poland
over the past 25 years has never allowed the negative
indicators on an annualized basis (including the global
economic crisis of 2008-2009; it is the only country of
all countries of the European Union). Singapore at the
general positive trend for the same 25 years, could not
avoid several obvious landslides, expressed in the negative dynamics of GDP (in 2001, for example, 2%); rising
inflation over 5% and public debt to 118,2% of GDP
(2011) [14].
However, the overall positive dynamics of development gives no reason to underestimate certain negative phenomena in social-economic situation of modern
Poland.
They concern mainly two aspects: country debt and
unemployment. Thus, public debt in 2015 was l43.4%
of GDP (for the last three years in the dynamics of this
indicator downward trend appeared) [12]. The highest
unemployment rate in 25 years, which was observed in
2002-2004 (19,9-19,0 %%) [12], with a gradual decrease, according to preliminary results of 2016,
dropped below the psychologically painful mark 10%.
In 2012-2014 such a negative demographic and social
trends as a population reduce of the country were observed.
If the "lower" point of the economic development
of the socialist era (1989 – 1990) "project" to the corresponding results of 2015, the comparison looks like this.
By 1990 nominal GDP increased in 7,75-fold and; GDP
size of the parity of purchasing power grew in 4,5-fold;
GDP growth dynamic changed from negative -7,2%
into positive 3,5% (in 2016 – 4,3%.); from inflation of
717,8% to deflation of 0,9 %. An average salary exceeding $ 1,000 US increased more than 3000-fold. Democratic Poland made write-off and/or paid three-quarters
of the debt on loans from Western banks and governments, which were received during the years of socialism. The volume of gold and currency reserves reached
80 billion USA dollars [12]; they reached 2100 USA
dollars per one Pole.
A number of such characteristics of the Polish economic miracle, in its socio-economic impact can be
compared to the effect achieved by the German economic miracle and the Chinese economic miracle.
Besides this, there is another effect (it has not been
evaluated yet). Systems of transformations defined by
the Polish economic miracle, formed in the society social demand for the relevant system reforms. Several
changing governments in the country, which belong to
different political sides for a sufficiently long period of
time in 90’s – 2000’s, they were able to conduct them
successfully. Among them. There are pension reform,
military reform, municipal reform, reforms in educational and science spheres. By law, the administrative
and territorial reform in Poland is recognized as one of
the best in Europe.
8
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горії. Класифікуються сутнісні риси даної категорії,
гносеологічні основи її пізнання та інструментарій
кількісної оцінки. Розглядаються інституціональні
передумови польського економічного дива. Проводиться його порівняльний аналіз із аналогічними
явищами й процесами в ФРН, Японії та Сінгапурі.
Усвідомлюється роль польського економічного
дива в саморозпаді соціалістичної системи.
Ключові слова: польське економічне диво, наукова категорія, крах соціалізму, «план Бальцеровича», гносеологія пізнання, малий і середній бізнес,
інституціональні передумови.

This is the synergistic cumulative effect of Polish
economic miracle, programmed modern stable trend in
the Polish economy and society as a whole.
The conclusion of the presented research. Polish
economic miracle reflects the complex and multilevel
relations. Its expressed forms, regardless of whether the
society is responsible or not, affect not only in Poland.
And the collapse of the socialist system is just one of the
manifestations of such forms.
Further research perspectives of the issues
raised may be embodied at least in the two directions of
the studies. One is to analyze the interdependence of
events associated with the socialism collapse (and not
only on the European continent). Another direction is
the detailed analysis of aggregate prerequisites, content
and consequences of Polish economic miracle as the
phenomenon of world history of the XX-XXI centuries.

Чеботарёв В. А., Чеботарёв Е. В. Польское
экономическое чудо как фактор краха социалистической системы хозяйства
Впервые в истории науки дается определение
понятия «польское экономическое чудо» как научной категории. Классифицируются сущностные
черты данной категории, гносеологические основы
ее познания и инструментарий количественной
оценки. Рассматриваются институциональные предпосылки польского экономического чуда. Проводится его сравнительный анализ с аналогичными явлениями и процессами в ФРГ, Японии и Сингапуре.
Уясняется роль польского экономического чуда в
крахе социалистической системы.
Ключевые слова: польское экономическое чудо,
научная категория, крах социализма, «план Бальцеровича», гносеология познания, малый и средний
бизнес, институциональные предпосылки.
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Chebotarov V., Chebotarov Ye. Polish economic miracle as a factor of the socialist system of
economy collapse
The definition of "the Polish economic miracle"
concept as a scientific category is provided in the history
of science for the first time. The essential features of a
given category, the epistemological basis of its
knowledge and quantification tool are classified in this
article. Also the institutional of Polish economic miracle
are considered. Its comparative analysis with similar
phenomena and processes in Germany, Japan and Singapore is held. The role of Polish economic miracle in
the collapse of the socialist system it clarifies.
Keywords: Polish economic miracle, scientific category, the collapse of socialism, "Balcerowicz Plan",
epistemology of knowledge, small and medium-sized
businesses, institutional prerequisites.
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Вперше в історії науки дається визначення поняття «польське економічне диво» як наукової кате-
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THE ROLE OF THE FOREIGN ASSETS IN THE ECONOMY OF UKRAINE
AT THE TURN OF THE XXth CENTURY
produced a large part of goods and commodities, thus it
was turned into the main form of industrial production.
Of note is the fact that in this period the heavy industry
developed twice as fast as the light one [2, р. 27]. It was
a breakthrough and a marked sizing up of the industrial
overturn.
The railroad construction turned out to be sort of a
business card of the industrial overturn. After the 1861
reform which freed the country folk from the feudal dependence and supplied the labor market with enormous
workforce the railroad construction underwent a great
growth. While for the 1865 to 1875 decade the average
annual lengthening of the railroads amounted to 1.5
thous. kilometers, the increase within the period from
1893 to 1897 was up to 2.5 thous. kilometers. It amounts
to 1.7. times increase. In the result of this industrial leap,
21 thous.km of railroads were built in Russia by the end
of the XIXthc. [3, р. 57]. As for Ukraine which entered
Russia at that time, the overall length of its railroads
grew from 227 km in 1865 to 8.4 thous. km in 1800 [4,
р. 173]. While in 1865 their length made up only 6 per
cent of the total length of the railroads in Russia, it got
increased by 16 per cent at the beginning of 1900. Taking the density of the railroads, it was higher in Ukraine
than in Russia: 16,8 km for every 1000 km in Ukraine
as compared to average 9.9 km in Russia. Of interest is
the fact that by this index the Donets-and-by-Dnieper
region (Donetsko-Pridneprovsky region) was second
only to the Russian centre [5, р. 57].
It was achieved owing to the doctrine of attracting
foreign assets. Russia came to possess the railroad network which it would not have had but for the foreign
assets because the domestic assets couldnot have been
drawn even with the help of the lottery-loans which
were extremely profitable for the creditors and heavy for
the Treasury. It was due to the railroads that the country
got secured in the political aspect as well because industry and agriculture could attain a stable progress. From
this viewpoint, the railroads had cost to the domestic
taxpayer very high but they got remunerated very
quickly by their usefulness. If the toll taken by the railroad network was too high, this circumstance did not
have anything in common with the doctrine of attracting
foreign assets. At this time all Europe was engaged with
an accelerated construction of the railroad network, that
is why the assets were, in general, very costly; on the
other hand, the mistake made in equal measure by Germany, France, Austria, Italy and other countries in the
process of railroad construction consisted in entrusting

Modern time is determined by the fact that the most
characteristic feature of the international finance relations is that they are meant to effectively cater for the
international movement of goods and services as well as
distribution of the monetary capital among the world
market agents. They also signal timely about the condition of the world finance markets, and these signals are
a ‘litmus paper’ for the timely decision-taking by the international finance subjects. It is evidenced by a series
of the currency and financial crashesthat took place, for
example, in 1998 – Asiatic crisis, events in Russia,
Ukraine and other CIS countries (the Commonwealth of
Independent States).
Nowadays the international financial assets can
freelymove from the domestic market to the world financial one, and vice versa. It is noteworthy that in the
present-day world the gigantic flows of the so-called
“hot” money have been formed and they areintensively
searching for their excess profit use. This fact prioritizes
the problem of the foreign assets application, the problem which was faced by the domestic market at the end
of the XIX c. when it was being modernized and presented an interest for foreign investors. In our tempestuous time it would be risky to rely exclusively on the
Ukrainian experience. However we are obliged to do
certain generalizations as to the use of the foreign assets.
The problem of international finance relations has
beenresearched by a number of the contemporary economists who treat it from various angles. To them belong
A.V. Omelchenko, T.S. Shelest, V.S. Stelmach, A.O.
Yepifanov, N.I. Grebenyk, V.I. Miscshenko and others
[1]. Yet the economic-and-historical aspect of this problem remains beyond the scholars’ research focus.
The aim of the article is to prove effectiveness of
drawing the foreign capital to invest domestic business
activity at the end of the XIXth c., to show how the foreign capital stimulated modernization of the domestic
enterprise activity in the period of the factory-and-plant
industrialization, and to point out that this experience
can be instrumental in our time as well.
To the close of the XIXth c., the industrial overturn
in the country was basically completed. The machine industry which came to be implemented in the factoryand-plant production was a qualitatively new form of industrial production. It was a victory over the manufactured production and the factory-and-plant industry
gave impetus for radical transformations both in the
country’s economy and society in the whole. It was the
factory-and-plant industry at the end of the XIX c. that
10
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the then Russia’s Finance Minister. In its essence the reform was as follows. The paper money (assignations)
was made equivalent to a certain amount of gold (one
rouble was equivalent to 0.17424 of zolotnyk or 1/96 of
pound) and the new banknotes which were being introduced into circulation could be freely exchanged in Russia’s banks for a corresponding to their nominal value
amount of gold by any Russian subject or foreign citizen. The banknotes had their counterparts in metallic
roubles – gold tens and fives, and the corresponding paper money was added with minting small silver and copper coins. Vitte and his Ministry took a very rigid control not to allow a surplus issue of paper money to the
detriment of minting gold coins. Any deviations from
this rule were ruthlessly persecuted. That is why in the
period of 1887 to 1917 nobody dared to alter this rigid
provision of the Russia’s State Bank statutes, even the
Tsar. In the result of these steps there were 1630 million
roubles in circulation in Russia by the beginning of
World War I, and the gold stored in the cellars of the
Russia’s State Bank was equivalent to 1743 mlnrouble
[8, р. 23]. To sum it up, in the country a system of gold
monomet allism was implemented in the basis of which
lay the gold circulation and a free exchange of credit
banknotes on a stable currency rate. The success of the
reformwas ensured by the serious measures aimed creating the gold reserve. The monetary reform promoted
the rouble stability and encouraged the foreign assets
flow. This system was a system of the capitalist type.
Attheend of the XIXthc. the foreign assets were
cheap. Therefore it would be inconsiderate not to make
the best of these favorable conditions and not to switch
them on for the needs of the domestic industry. Moreover the foreigners crediting the state-owned enterprises
got only a very insignificant interest rate and sometimes
they did not get any remuneration at all. But all the material and moral profits from the enterprises (for example, railroads) that were being constructed on the similar
assets came to be totally owned by the state.
While they in Russia pondered on and debated the
usefulness of railroads and expected for this purpose an
accumulation “from their own funds”, from inability to
make use of the foreign assets, all the other countries,
not excluding the ones similar in area and sparseness of
population (for example, the USA), were quickly covered with railroads removing Russia from the technical
markets and bringing the domestic agriculture nearly to
unprofitability.It should be recalled as well how much
the backwardness in the period of 1825 to 1855 had cost
Russia. At that time one feared the onrush of everything
“non-indigenous” not excluding even foreign assets. Finally Russia turned out to be weaponless in all respects
when it was confronted with a real onrush – not on the
part of an imaginable but a real enemy in the guise of
everything foreign [9].
The practice of the domestic enterprise showed
doubt and non-doing approach even in those cases when

the companies which were fictitious, in fact, with building the railroads; these companiesenjoyed extremely
wide rights while a serious financial control was not implemented. But the domestic entrepreneurs were ensured the same conditions in constructing the railroads
and they built them no worse than the foreigners did. As
for the funds, they got them partly abroad, partly from
the Treasury. No matter howheavy financial mistakes
might have been committed in the course of building the
domestic railroad network in the 60s and 70s, they were
to a certain extent, under the then existing conditions
and the novelty of the project, unavoidable. However
these mistakes were caused by an undue trust in the honest business activity which however revealed great talents in running speculative promotion (“Gründerzeit”)
activity but not in the handling of business. These “talents” resorted to securities emission, stock exchange
speculations, setting up fake enterprises. But the doctrine of attracting foreign assets did not have an influence here. The government encouraged the capitalists in
general, and not especially foreign capitalists. It requires
to be mentioned that there were “active” assets in Russia, but when they were procured this was done under
heavy conditions. However, at the end of the XIXthc. the
domestic credit grew and the foreign assets rushed to the
domestic market. But in case the government faced new
large expenditures, be it construction of several dozen
thousand kilometers of the railroads or crucial improvement of the domestic waterways, it would have all the
same to procure the money from the foreign investors
because there was not enough assets in the homeland
while they were comparatively costly and extremely inert. Suffice it to say that the real practice in a few summer months of 1890 promptly afforded a convincing example of a necessity of resorting to a creditin the similar
cases, namely the railroad loan to the amount of
75.000.000 roubles was made [6].
The foreign capitalists proposed their funds for the
domestic industry and it would be a short-sighted approach not to make use of them. By the end of the
XIXthc. the empire was poor in respect of “free” assets
[7]. It was natural then, that in the course of executing
the project of the century, namely the Syberianrailroad
construction, the empire had to withdraw considerable
resources to finance the multimillion enterprise. But that
involved a great risk because the other industry branches
and trade turnover were thus infringed and slowed
down. And the other way round, the inflow worth of 300
hundred million roubles of the foreign assets provided
earnings for the population and naturally ensured a
boost in the domestic industrial production [6].
The flow of the foreign assets to the domestic market was not incidental. It was closely related to the capitalist transformation of the assets at the end of the
XIXthc. as well as with the monetary reform of 18951987. The reform got the name of Count C.Yu. Vitte,
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all that was required was only to make use of the readymade example or approved methods of running business
by the foreigners. As is well-known, any invention, any
technical improvement as well as practical application
of the technical or other measures required a lot of effort, they resulted in countless failures and sufferings,
erroneous calculations and bankruptcies. By and large,
with a few exceptions, the inventions and improvements
were made by the foreigners. In this sense, the domestic
businessmen took much from the foreigners beginning
with inventions and the spirit of entrepreneurship and
ending with their assets. As it was, the domestic capitalist did not easily respond to the stimulus: except subsidies, Treasury insurance and a correct estimation of
large profits he was in no hurry “to be generous”. When
the foreigners, besides experience and example, were as
well ready to put to risk their assets for constructing
technical facilities and enterprises which were profitable
for Russia and which remained forever in the country,
then the true love for the homeland, common sense and
calculation naturally led to making use of these services.
Unconditionally, Russia was not Turkey, nor Serbia or Bulgaria to have fears that in this way it could be
entrapped by foreign capitalists. With few exceptions,
nearly all Russian state loans were issued with the intermediary help of the foreign assets and foreign bankers.
Russia borrowed incomparably more abroad in that very
time when its foreign policy was marked for the topmost
independence. As for the Turkey example, it showed
that this power existed only, at least in the military and
seafaring sectors, due to the foreign services, expertise
and assets [9].
At the end of the XIXthc., Russia was in an altogether different situation. If it borrowed assets abroad, it
was only on the account of them being cheaper than in
the home country. The foreigners were ready to place
their assets into the private enterprises in Russia which
of course led to their assimilation and naturalization. A
great number of facts testifies to that. For instance, in
1897, near the town of Kremenchuk, the new mineral
resources were explored, such as kaolin, granite, pure
quartz sand. To exploit them, a French capitalist company was set up which mainly had the equipment for the
porcelain kitchenware plant [10]. In the same year, the
Belgian joint stock company named as “Iron Rolling
Plants” was allowed to perform their operations in Russia, in the town of Kostyantynivka, Donbass [11]. And
in March of 1898 the Cabinet allowed the Belgian joint
stock company “Rutchenkovo Mining Association”
with the capital stock of 16,000.000 francs to begin their
operations in the domestic industrial market. The Association had for its goal the exploitation of the coal deposits in the Bahmut district (povyt), the Katerinoslav
Province (the area of 7.292 desjatin (one desyatina =1.09 hectare) was taken over under the rental content terms from “The French Mining Association”) as
well as the exploitation of the coal deposits and their

sales in other regions of the empire [12]. As for the Belgian “Diamond Coal Joint Stock Association”, it was
granted the right to cast iron, for which it was given additional blast furnaces at the rented lands in the SlavSerbian povyt, the Katerinoslav Province [13]. To multiply examples, in Brussels an anonymous association
the capital stock of 6 mln francs was set up, that is
20.000 shares worth 3.000 roubles each, with the aim of
appropriating and renting the lands in the Herson province for constricting iron-and-steel works. Incidentally
the association was called “The Metallurgic and Mining
Association” [14]. But a large number of the industrial
and trade firms got “Russianized” long ago and they
were ready to support and defend various kinds of “patronage”in order to avoid the competition with the flow
of new services and new foreign assets to Russia.
Present-day Ukraine also employs direct foreign
investments for its development. They are not only a
simple financing of the capital investments into the
economy, but they also happen to be a means of for raising productivity and technological level of the Ukrainian enterprises. Allocating their assets in Ukraine the
foreign companies bring along new technologies, new
kinds of production organization and a direct opening to
the world market, and this is achieved due to the possibility to make use of the well-established network of
traders, clients and service centres via their affiliate
companies.
The world experience proves that attracting foreign
assets in the form of direct investments has a number of
essential advantages for the country. Namely, direct investments: 1) are favorable for getting the funds to settle
external arrears; 2) are a source of funding the commodity production and service sphere, the ensure the transfer
of technologies, know-how, advanced methods of managing and marketing; 3) they enable an output increase
of the high-quality produce which is competitive;
4) they play an essential role in accelerating privatization, reconstruction and structural reshuffling if production; 5) they are conducive to effective integration of the
national economy into the world one.
Increase and realization of the investment potential
are a key factor of the stable economic growth. Insufficient investing and a high level of the capital consumption give rise to the danger of decapitalization, that is
minus values of pure investments. While in 1999 this
index amounted to 0.5 per cent of the Gross Domestic
Product, at the beginning of the XXIstc., in 2001, it was
over 2 per cent [8, р. 337]. That is why for Ukraine’s
economy the most realistic way out from such a situation lies in increased attracting of the external private
capital. Regretfully, for today the overall share of the
private capital investments, including external ones,
does not exceed 20 per cent of the Gross Domestic Product, while in Hungary and Poland it makes up 70 to 80
per cent.
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Belgium, France and the nearby countries were the main
foreign investment donors, nowadays the geography of
the latter has become very diversifies which testifies to
the globalization of the investment sources (See tabl. 1)
[15].

Overall, since 1995 and by the beginning of the
XXIstc. direct foreign investments into Ukraine made up
5339.0 mln US dollars [8, р. 342], whereas in 2013 they
amounted to 56365,8 mln US dollars, which shows their
increase by 10,6 times. While at the end of the XIXthc.

Table 1
Direct foreign investments from the world countries into Ukraine’s economy
(excluding temporarily occupied territories of the Crimean Autonomous Republic
and the city of Sevastopol)
(mln US doll.)
Total
including
Cyprus
Germany
The Netherlands
The Russian Federation
Austria
Great Britain
The Virgin Islands (Brit.)
France
Switzerland
Italy
Belize
The USA
Poland
Other countries

01.01.2010

01.01.2011

01.01.2012

01.01.2013

31.12.2013

39 175,7

43 836,8

48 991,4

53 679,3

56 356,8

8 847,9
6 498,6
3 934,0
2 286,8
2 593,2
2 234,1
1 283,6
1 617,5
785,7
979,8
112,9
1 283,3
866,7

9 866,0
6 977,3
4 658,7
3 079,2
2 717,4
2 229,9
1 384,9
2 341,8
852,7
978,3
132,4
1 130,9
932,7

13 002,3
7 338,2
4 873,4
3 253,0
3 226,9
2 536,4
1 580,2
2 229,5
939,3
974,8
151,7
966,6
854,0

17 121,7
5 983,0
5 179,9
3 417,5
3 386,3
2 496,9
1 888,2
1 730,7
1 097,6
1 027,3
809,2
976,5
916,9

18 500,3
6 153,4
5 438,5
3 889,9
3 178,1
2 646,5
2 339,9
1 789,2
1 319,2
1 267,5
1 008,9
953,7
845,3

5 851,6

6 554,6

7 065,1

7 647,6

7 026,4
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But today we have to care not just for an increase
of attractiveness of Ukraine’s economy for the foreign
investors. The task is to make use of their possibilities
for an expansion of the domestic effective consumer demand, stirring up of the innovation impact on the domestic production. To attract foreign investors, there
should political “quietness” in the country which is a
natural condition for the comfortable operation of the finance-and-monetary system.
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стриализации и требовало мощных финансовых доноров. Обращено внимание на денежную реформу
1895-1897 гг., которая облегчила проникновение
иностранного капитала на внутренний рынок
страны. Проводится также параллель с современными прямыми иностранными инвестициями в
Украину и анализируется их направленность.
Ключевые слова: предпринимательство, финансы, иностранный капитал, прямые инвестиции,
денежная реформа.

Лантух І. В. Роль іноземного капіталу в економіці України кінця XIX – початку XX століття
У статті обґрунтовується ефективність залучення іноземних капіталів щодо вітчизняного інвестування підприємництва в кінці ХІХ ст. Автор з'ясовує привабливість вітчизняного підприємництва для
прямих іноземних інвестицій, яке модернізувалося в
період фабрично-заводської індустріалізації і вимагало потужних фінансових донорів. Звернено увагу
на грошову реформу 1895-1897 рр., що полегшала
проникнення іноземного капіталу на внутрішній ринок країни. Проводиться також паралель із сучасними прямими іноземними інвестиціями в Україну
та аналізується їх спрямованість.
Ключові слова: підприємництво, фінанси, іноземний капітал, прямі інвестиції, грошова реформа.

Lantukh I. The role of the foreign assets in the
economy of Ukraine at the turn of the XXth century
The article proves the effectiveness of foreign assets at traction to the domestic investment enterprise at
the end of the 19th c. The author determines attractiveness of the domestic business, which was being modernized during the factory-and-plant industrialization and
required strong financial donors, for foreign direct investments. Attention is paid to the monetary reform of
1895-1897, which facilitated the process of foreign capital penetration to the domestic market. Also, a parallel
is drawn with the modern foreign direct investments to
Ukraine and their vectors are analysed.
Keywords: enterprise, finance, foreign assets, direct investment, monetary reform.

Лантух И. В. Роль иностранного капитала в
экономике Украины конца XIX – начала XX столетия
В статье обосновывается эффективность привлечения иностранных капиталов, относительно
отечественного инвестирования предпринимательства в конце ХІХ в. Автор выясняет привлекательность отечественного предпринимательства для
прямых иностранных инвестиций, которое модернизировалось в период фабрично-заводской инду-
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FORMATION OF SOCIAL CAPITAL OF THE NATION
for the foundation of convergent economy - "instrumental arrangements of social capital" and "qualitatively
new mechanisms of self-regulation" [4, p. 14], so the
question arises as to direct their development and implementation in real life.
Analysis of recent research and publications.
Methodological approaches to contemporary social and
economic theories on the concept of social capital (if
talking not about the name, but the essence) were created in the nineteenth century and were connected with
fundamentally new directions in the development of
economics, such as the German "historical school" and
institutionalism. At the heart of the modern concept of
social capital is the nation's thesis of the prominent German economist XIX century, founder of the "historical
school" F. List that nation's ability to create wealth is
far more important than just wealth. This ability and its
social and historical intangible factors are based on the
teachings of F. List productive forces. Social capital of
the nation is that fundamental institutional component
of its productive forces, which characterizes the nation's
ability to create wealth and is one of the important factors of socio-economic development. Later research
methodology of social capital of the nation, including
approaches to determine the components of the social
capital of the nation, was done in the works of famous
foreign scientists. The theory of social capital was actively developed by M. Weber, F. Hayek, W. Baker, M.
Schiff, A. Portes, J. Turner, J. Brennan, J. Buchanan, D.
North, H. Becker. For the two decades social capital has
occupied a central place in economic and social science
as a theoretical concept and as a matter of empirical research. Social capital has been studied in the works by
such famous foreign scientists, as P. Bourdieu, M. Vulkok, J. Coleman, R. Putnam, A. Portes, F. Sabatini,
F. Fukuyama and others. The Ukrainian and Russian authors presented some aspects of social capital researched
by A. Bova, N. Busov, E. Huhnina, O. Gulevich,
A. Demkiv, I. Disken, V. Eremenko, A. Kolodiy,
M. Lesechko, V. Onikiyenko, V. Privalov, V. Radayev,
A. Rogozhin, Y. Saenko, V. Sikora, V. Stepanenko,
L. Strelnikova, S. Sysoev, A. Chemeris, V. Chepak,
N. Chernish and others [3, 5].
The concept of social capital is actively researched
by the Ukrainian scientists. They studied and systematized the approaches to defining the essence and structure of the social capital of the nation, investigated its
socio-economic importance in building a socially oriented economy, developed methodological principles of
the study of social capital forms. They have focused on

Stating the problem. Prolonged crisis in the world
economy has a negative impact on all the countries, especially the countries of the so-called "periphery", complicating their efforts to establish a path of transition to
a new stage of socio-economic development, which is
defined as postindustrial by the modern economic science. The dominant and central element of social reproduction is capital. As the object of the study capital is
expressed in different forms, types and models of operation in almost all economic schools and directions.
Over the past two decades, social capital has occupied a central place in economic and social science as a
theoretical concept and as a matter of empirical research. About 40% of the economic growth in different
countries was due to the quality of the social capital of
a nation [1]. Social capital is seen by Western scholars
of the nation as one of the key fundamental causes of
social and economic differences between countries.
World experience shows that large-scale transformation, usually accompanied by the development and
implementation of relevant programs (concepts). The
post-war revival of the Japanese economy has already
become a textbook example, where they have not only
caught up, but been ahead of world economic leaders for
80 years. At the heart of the National Program (concept)
development, worked out by the end of the century, lay
national goals and priorities which have been identified
as "turning" in the society and the economy. The whole
program was permeated with the central idea - mobilization, reproduction and accumulation of social capital
of the nation [2].
Ukrainian scientists confessed that they were late
with the study of the concept of social capital, "that is
why the nature and definition of theoretical and methodological aspects which can clarify this phenomenon remains largely undigested." We pay attention to the
problems of formation of social capital of the nation due
to underdevelopment and inefficiency of the institutional structure of the state. We have summed up that "in
national economic literature, there is virtually no developments that would regard the role of social capital in
economic development of local communities, which has
become increasingly significant under modern conditions" [3].
In Ukraine there is "typical for the economy" [4]
situation where the new formations have not formed the
adequate to its content and institutional mechanisms to
identify their values on existing functional tools.
Currently, it is important to understanding the systemic integrity of two basic structures that lay the basis
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postindustrial society deliberative system [11, 12]. Understanding the mechanisms of social capital and its formation and accumulation reveals the possibility of the
economic impact on the high quality of social relations,
which is achieved in societies united by the national
idea. The national idea for further development of
Ukrainian society lays in the content developed by the
author of the concept and can be formulated as "The
property system of Ukraine - a common resource system
of its citizens".
The phase of transformations of the modern civilization is characterized by systemic doubling of modern
global economic processes and their association in the
structure of industrial and post-industrial relations (Fig.
1) [13]. Currently the significance of convergence and
its growth in the economic relations, which is linked to
the general civilization process of transformation, has
become more obvious. There is a fundamental transformation in the economy, including the system of competitive market relationships that gives the way to convergent market economy. Considering the concept of "convergent market" A. Halchynskiy describes convergence
as "an attribute of relationships with the partners in the
sphere of "production" of information and knowledge,
the increase of intellectual wealth as a tool of exchange
"trust on trust", the mechanism of accumulation and realization of social capital. In the aspect of corresponding
economic relations interacting market actors do not absorb each other .... Well, they enrich each other retaining
their uniqueness identical, remaining themselves" [4,
p. 6].

the various factors of its formation, carried out quality
evaluation on certain indicators in Ukraine and others.
However, the question how social capital can be formed
in our country, in the current context of decline in all
spheres of economy and social life, almost hasn’t been
researched yet.
The aim of the article. We are going to consider
the current state of theoretical and practical aspects of
social capital, its tools and mechanisms for their possible application in the global transformation of Ukrainian
society and reforming the national economy.
Presenting the main material. The article is a
continuation of previous works by the author devoted to
clarifying issues related to the methodology of research
property, the development of theoretical and methodological basis of practical implementation of the transformation of property during the deep transformation of the
Ukrainian state in the transition society and economy to
a post-industrial stage of development. The results of the
author's research is the institution of property as a system of a common resource system, its convergent mechanisms in conjunction with the system of functioning
capital at the national and global economy [6]. Creating
a single management of the mechanism system of capital is associated with the functioning of the institutions
and mechanisms of control, according to the developed
concept of "The system of property as common resource
system" ("SPCRS") [7-10]. Building SPCRS, its convergent institutional mechanisms is a condition of formation of social capital formation and convergence of
the economy, followed by transforming it into a
Liberal economy, competitive market

Convergent economy, convergent market

Institutional model deliberative social order

Relationship between exploitation and interclass
struggle within the countries,
And also between the
countries of the capitalistic center periphery;
global problems and crisis

Formation of SPCRS its
convergent institutional
mechanisms, schemes of
institutional changes involving
individuals as institutional
entrepreneurs; the development
of different forms of
government, civil society

Local government deliberational society in the future as
a world system, convergent
functioning of institutional
mechanisms for managing national and global SPCRS

Modern (industrial stage of the history):
- competition is an effective tool to stimulate
the efficiency of material instruments of development - labor, land and economic capital
and is focused on success;
- economic system based on the relationship
«win-lose»

Postmodern (post-industrial society):
- convergence is an effective tool to stimulate the
efficiency of material instruments of development
when there is dominance ofintangible factors information, knowledge, social capital and
focused on mutual rapprochement;
- economic system based on the relationship «winwin»

Fig. 1. General trends of civilizational transformations (developed by the author basing
on the works by A. Halchynskiy [4], V. Zinchenko [11, 14] and their research)
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The works by V. Onikiyenko and L. Emelianenko
(the article "Social Capital Nation: methodological aspects of the research of the areas of economic cooperation" [3]) attract our attention. According to the scientists the process of economic development requires a
combination of different types of capital "and social
capital is defined as" a factor of movement "in the manufacturing process. Researchers cite the position of the
famous American scientist F. Fukuyama, who noted that
a healthy market economy - this economy, in which society has so many social capital that promotes self business, corporations, network structures, the formation of
democratic political institutions.
Basing on the works of A. Halchynskiy [4] and V.
Zinchenko [11, 14] we can note that the market economy is not so "healthy", but rather yields convergent relationship. A. Halchynskiy explores the formation of a
converged market as an alternative form of a competitive market, stresses that at present its condition is still
"neither adequately formed nor identified by science as
a reality, the reality of perspectives" [4, p. 6]. The scientist formulates the research objectives of convergence as
"organizational and moral foundations of functional

post-industrial economy" [4, p. 8] and convergent market as new models unorthodox functional market economy.
We believe that under the converged economy the
conditions for active development of different forms of
government and formation of civil society are formed
that are directly associated with the growth of social and
human capital that can not be limited in any way, or is a
regulation social capital amounts to serve the class of
exploiters. Building SPCRS, its convergent mechanisms
are a condition of formation of social capital formation
and convergence of the economy and then transforming
it into a postindustrial society deliberative system [11,
12], which is based on the deliberative model of democracy and management. That is, in the future there should
be a local government of deliberative society as a world
system with unlimited amounts of human and social
capital that should be available to every person.
Thus, there is (it appears) the dependence on the
level and quality of social capital model of economic development, which can be expressed schematically
(Fig. 2).

Institutional model of the
deliberative social order

unlimited amounts of human and social capital which are available for the world’s community, the nation, for every person

Convergent economy,
convergent market

conditions are formed for the intense accumulation of the social capital of the nation

Liberal economy,
competitive market

limitations are formed in the development
of the social capital of the nation

Fig. 2. Connection between the level and quality of social capital and the model of economic
and social development
is accumulated by individuals and the social capital of
society is emerging. And why havn’t we still formed it?
The answer can be found in the works of contemporary representatives, of social philosophy, sociology
and globalistics.
Ukraine is in the position of "peripheral" capitalism, which is exploited by the "center" of the capitalist
world. V. Zinchenko analyzes critical trends in the modern industrial society and starts from the crisis of the personality and its causes. "The alienation of the individual
in the industrial society of the capitalized type ("early",
"transition", "late" capitalism), including by means of
education and training, is so obvious that it is recognized
by the economic and political research, modern management, and social philosophy, sociology, except perhaps
the most conservative representatives of movements"
[14, p. 258]. Regarding efforts to offer "effective"

Researchers [3] define social capital as the nation's
"public relations result in all organizational and economic levels of social interaction in the state, a synergistic effect of which is possible on the basis of ensuring
the institutional development of the country. Social capital - these are the forces that increase the potential of
the economic development of the society by creating
and maintaining social relationships and patterns of social organization. These forces operate at the macro,
meso and micro levels. «The researchers state: "Ukraine
has a great potential for social and human capital," but
it is worth adding that this potential was as heritage of
Socialist Ukraine, but it was not only implemented, but
also rapidly destroyed, even together with its carriers citizens. Scientists believe that the formation of human
and social capital is happening in the sphere of education as an institution, where, in their view, human capital
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dominant form - the content of this process is to convert
the necessary impersonal creative work in the general
level of social creativity" [14, p. 336]. We offer a way
to perform this task - the introduction of the concept of
SPCRS, which provides the establishment of self-governing local communities, whose members are institutional owners and entrepreneurs, creating mechanisms
for the management of common property system. If people seek and be able to organize themselves within the
communities where they live, with the understanding of
their role in the management of their shared resource
system and converged management mechanisms that
lead to cooperation and collective action and unite consumers and producers [14, p. 338] (who are the owners
of the common system of property), they can jointly decide their own social life as being morally responsible
for their future.
The authors of the work [3] found that social capital is formed at the "macro, meso and macro levels. Separation of these levels is justified by the fact that each
one is characterized by "unusual methods" of formation
of social capital, social capital "is crossed on all these
levels and moves to the national level as a public good."
The researchers propose that social capital in terms of
"top down" and "bottom up", they concluded "the fundamental need for different approaches to interpreting
the economic nature of social capital in order to develop
a consistent theory of its operation and play .... identifying opportunities of this concept in solving problems of
empirical research of economic relations" [3, p. 79 - 80].
Also it remains unclear the definition of the elements of
social capital, which include human capital and institutional system, which scientists believe to be optimized
"when formulating its priorities for development" [3, c.
81].
Note that our position is different from the above
defined by V. Onikiyenko and L. Emelianenko because
social capital as part of a system capital, is closely associated with the interaction of other elements (economic
and human capital) [6], here, the problem stems forming
a single management mechanism of the system. Priorities of development of the national economy of capital
should be determined basing on the overall long-term
strategy development, subordinate national idea of the
society which deliberately chooses a society without external influences imposed and other interventions of various kinds, providing their own national interests.
Conclusions. "To prevent further deepening of the
economic crisis, social humiliation and spiritual collapse of Ukrainian society and imposed on a questionable course of economic liberalism (with all its neocolonial country and immoral consequences for people) we
should openly and strongly oppose the other, truly scientific, humanistic and highly moral principles and concepts of economic and social life produced by mankind"
[14, c. 203]. Expanding the concept of SPCRS we
demonstrate its fundamental theoretical basis - metho-

measures to overcome the crisis of personality he explains: "... modern Western educational utopia does not
go beyond the personal self, just trying to put it on the
basis of modern science and technology. The force of
human uniting, collective action is underrated by them
as competition and willful opposition is a natural product of capitalist social relations" [14, p. 259]. V. Zinchenko criticizes modern "alluring of social and educational utopia" which "work out" the family, school and
other institutions of socialization that are currently "remain the mechanism of reproduction of social inequality. This is the basic premise of educational discredited
utopias: directly humanistic nature of education and
training, ensuring comprehensive development and to
overcome the alienation of the individual" [14, p. 265].
The scientist describes in detail the essential content of
education, which "is a mechanism of appropriation of
culture for the harmonious development of personality"
and the following warning - "capitalization of education
can result to the formation of the labor with ideologically controlled and educationally controlled, one-dimensional and socially disoriented individuals" [ 14, pp.
271].
V. Onikiyenko and L. Emelianenko stress the need
"to consider different types of economic interaction in
the context of social mediation on the basis of empirical
research materials and to evaluate the functioning of social capital to open and show the relationship of scientific concepts of social capital and social support networks. It is advisable to explore current patterns of
changes in the nature and extent of economic relationships and interpret this process as an important element
of the dynamics of social capital ... informal economic
practices as the specific features of everyday economic
communications". Scientists also admit that "the most
difficult thing is to show a clear link between social capital and economic growth" [3]. In response to the questions asked by researchers there is some theoretical and
empirical research by the scientists (eg, E. Ostrom
"Manage the common: evolution of the institutions of
collective activity" [15]) and the examples of international experience (among them, the success of
Mondrahonsk cooperative corporation) that demonstrates that the formation of social capital in the established systems of government has their instrumental arrangements, and show a direct link between the quantity
and quality of social capital and social and economic development of society, where these changes occur.
We must admit that for Ukraine the only way to
survive and develop as a civilized country is a move to
alternative positions of reorganization of society, creating a "society of government based on collective and individual autonomy" [14, p. 357], which is formed by the
accumulation mechanisms and implementation of social
and human capital, creating and perfecting them with
the direct participation of individuals. "The objective is
to limit and cancel routine of the impersonal labor as the
18
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dological institutionalism and also give practical examples of its display basing on the works by famous scientists and real functioning alternative social systems. The
basis of the formation of social capital is made by small
manufacturing cells which accumulating this social capital are converted into self – governed societies, based
on collective and individual autonomy. That is, the formation and movement of social capital begins with a
"bottom up" economic and social life of individuals in
the field, leading to an intense accumulation of social
capital of the nation, and in subsequent generations an
increase of human capital is ensured. Public authorities
should not "consider social capital in developing ... the
state socio-economic policy in the regions" [3] but being
the organizer of the reforms decentralize the government, create a sovereign community and "do not disturb" them to cultivate social capital in the process of
local governing and institutional designing. It should be
noted that education and science (and other areas of public life system that chooses its own path, creating deliberative social order on the bases of deliberative democracy, management and self-government [11, 12]), it
should also be subject to the overall development strategy and be able to intended implementation of the national idea. The scientists should develop and widen certain direction to the level of general knowledge, accompany these processes with relevant methodological and
methodical developments and act as organizers and catalysts of institutional changes in the society.
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Міночкіна О. М. Формування соціального
капіталу нації
Стаття є продовженням попередніх робіт, присвячених з’ясуванню питань, пов’язаних з методологією дослідження власності, виробленням теоретико-методологічного базису здійснення практичної
діяльності з перетворення системи власності у період глибоких трансформацій держави на шляху переходу суспільства і економіки до постіндустріальної стадії розвитку. Досліджено сучасний стан теоретичних і практичних аспектів соціального капіталу, його інструментальні механізми та можливості
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мов социального капитала и конвергентных институциональных механизмов этой системы. Определена зависимость уровня и качества социального капитала от модели экономического развития. Рассматривается вопрос как социальный капитал может
быть сформирован и воспроизводиться в украинских реалиях.
Ключевые слова: собственность, капитал, методологические подходы, система, управление, институт собственности, институциональный механизм,
система капитала, социальный капитал, институциональная система, конвергентность, реформирование, трансформация, самоорганизация, институциональные установления, глобализация, делиберативный общественный строй.

їх застосування в процесі глобальних трансформацій українського суспільства і реформування національної економіки. В межах концепції «Система
власності – спільна ресурсна система» визначено та
проаналізовано взаємозв’язок і взаємодія інструментальних механізмів соціального капіталу і конвергентних інституційних механізмів цієї системи.
З’ясовується залежність рівня і якості соціального
капіталу від моделі економічного розвитку. Розглядається питання як саме соціальний капітал може
бути сформований та відтворюватись в українських
реаліях.
Ключові слова: власність, капітал, методологічні підходи, система, управління, інститут власності, інституціональний механізм, система капіталу,
соціальний капітал, інституціональна система, конвергентність, реформування, трансформація, самоорганізація, інституціональні установлення, глобалізація, деліберативний суспільний устрій.

Minochkina O. Formation of social capital of
the nation
The article is a continuation of previous works devoted to clarifying issues related to the methodology of
the property research, the development of theoretical
and methodological basis of practical implementation of
the transformation of property during the deep transformation of the Ukrainian state in the transition society
and the economy to a post-industrial stage of development. The current state of theoretical and practical aspects of social capital, its tools and mechanisms for their
possible application in the global transformation of
Ukrainian society and reforming the national economy
have been researched. It turns out that there is a dependence of level and quality of the social capital on the
model of economic development. The question of how
social capital can be formed and played in the Ukrainian
realities has been considered.
Keywords: property, capital, methodological approaches, management system, the institution of property, institutional mechanism, the capital system, social
capital, institutional system, convergence, reform, transformation, self-organization, institutional setting, globalization, deliberative social order.

Миночкина О. Н. Формирование социального капитала нации
Статья является продолжением предыдущих
работ, посвященных выяснению вопросов, связанных с методологией исследования собственности,
выработкой теоретико-методологического базиса
осуществления практической деятельности по преобразованию системы собственности в период глубоких трансформаций государства на пути перехода
общества и экономики к постиндустриальной стадии развития. Исследовано современное состояние
теоретических и практических аспектов социального капитала, его инструментальные механизмы и
возможности их применения в процессе глобальных
трансформаций украинского общества и реформирования национальной экономики. В рамках концепции «Система собственности – общая ресурсная
система» определены и проанализированы взаимосвязь и взаимодействие инструментальных механиз-
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THE BASIC ELEMENTS OF THE POST KEYNESIAN ANALYSIS
OF THE POST-SOVIET MODEL OF RUSSIAN CAPITALISM
According to the Post Keynesian Economics, uncertainty is the most essential characteristic of the real
world in which we live (Carvalho, 1992; Davidson,
1972; 1991; 1996; Rousseas, 1998, p. 17). Emphasis on
uncertainty is the characteristic that differ Post Keynesianism from all other schools of economic thought. We
can remind that uncertainty is the situation when agents
do not know both quantity of possible future events and
probabilities of these events. Therefore, the probability
theory is irrelevant for an analysis of situations in which
uncertainty takes place (Davidson, 1991). As Keynes
(1937, pp. 213 – 214) wrote: “By “uncertain”
knowledge, let me explain, I do not mean merely to distinguish what is known for certain from what is only
probable. The game of roulette is not subject, in this
sense, to uncertainty; nor is the prospect of a Victory
bond being drawn. Or, again, the expectation of life is
only slightly uncertain. Even the weather is the only
moderately uncertain. The sense in which I am using the
term is that in which the prospect of a European war is
uncertain, or the price of copper and the rate of interest
twenty years hence, of the obsolescence of a new invention, or the position of private wealth-owners in the social system in 1970. About these matters there is no scientific basis on which to form any calculable probability
whatever. We simply do not know”.
In turn, the uncertainty of the future can be classified as ontological uncertainty and epistemological uncertainty (Davidson, 1996). The latter implies that future is uncertain but knowable. In other words, epistemological uncertainty is a kind of uncertainty explored
by the Austrian school. Each agent almost does not
know about knowledge, preferences and expectations of
other agents. Therefore, the government will never be
able to give those “good” outcomes provided by the
market system. However, the market system gathers this
information and generates true decisions. It means that
information gathered and processed by the market is
knowable.
Ontological uncertainty implies that relevant information is not only uncertain but also unknowable. The
point is that a lot of information is not created yet. It
means that between the present and the future there are
ontological differences. Ontological uncertainty is the
characteristic of a transmutable reality or non-ergodic
environment (Davidson, 1996). In a transmutable reality
“the future can be permanently changed in nature and
substance by the actions of individuals, groups… and/or
governments, often in ways not completely foreseeable
by the creators of change” (Davidson, 1996, p. 482).
The essential principle of – inspired by Post
Keynesianism – comparative analysis of various ecoЕкономічний вісник Донбасу № 4(46), 2016

nomic systems is to analyze how institutions of these
systems try to reduce uncertainty. “How we try to cope
with uncertainty defines the system under which we
live. Capitalism has one way of doing it, socialism another” (Rousseas, 1998, p. 17).
The market capitalism – or, according to the Post
Keynesian terminology – monetary economy – is the
economic system which tries to reduce uncertainty by
means of such institutions as forward contracts, money
and the state. It is necessary to note that money matters
in this context as a means of discharging contracts –
therefore, “… money and contracts intimately and inevitably related” (Panagopoulos and Spiliotis, 1998, p. 650
– 651; see also Davidson, 1977). The state is very important as the enforcer of contracts (Davidson, 1972;
Carvalho, 1992). Contracting without state enforcement
is unreliable, insecure and frail. That is why, according
to Post Keynesian Economics, monetary economy is the
economy based on a system of forward contracts (Carvalho, 1992, p. 102). “Without forward contracts… life
under capitalism would be violently unstable” (Rousseas, 1998, p. 23).
These and some other uncertainty-reducing institutions provide some order and predictability in the economic life under capitalism. In particular, institutions
“contribute to the stability of the social world, by stabilizing people’s way of acting” (Dequech, 2004, p.372).
At the same time, contracts and other institutions cannot
completely eliminate uncertainty regarding, first of all,
financial flows of private agents. “In a monetary economy output is determined by effective demand and there
is no reason why effective demand should be at the level
of full employment” (Marangos, 2002, p. 575). As a result, business cycles, crises and unemployment are the
normal outcome of market capitalist economy’s functioning (Carvalho, 1992; Davidson, 1972; Minsky,
1986), and, therefore, there is a need for discretionary
macroeconomic – fiscal and monetary – policy of the
government. Such stabilization policy can reduce uncertainty regarding financial inflows of firms and other private agents. Other means of further uncertainty-reducing activity under market capitalism can be Central
Bank activity as a lender of last resort (Minsky, 1986)
and “monopolistic concentrations of market power
through vertical and horizontal integration, conglomerate mergers, product differentiation, and still other ways
of amassing economic power” (Rousseas, 1998, p. 22).
All these arguments are the fundamentals of the
Post Keynesian approach to an analysis of the Western
types of market capitalism. Post Keynesian Economics
takes into account features of the contemporary advanced economies of the Western capitalistic countries
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and can offer relevant “cures” for various economic
“diseases” of these countries.
What about other varieties of capitalism and other
economic system? According to the Post Keynesian approach, social and economic successes and failures of
such systems should be concerned, in the first place,
with uncertainty-reducing institutions and their influence on key macroeconomic decisions, in particular, investment and financial ones. I think that it is precisely
Post Keynesian Economics that explains essential problems of “backward” models of capitalism. One of such
examples is the Post-Soviet Russian capitalism. Post
Keynesian approach was already applied to different aspects of the Post-Soviet Russian economy (see Dzarasov, 2010; Dzarasov; 2011) or post-socialist economies
in general (Dow et al., 2008; Lah and Sušjan, 1999; Marangos, 2002), but this paper tries to analyze successively the most essential features of the contemporary
Russian economic system using the basic principles of
Post Keynesianism. I emphasize Uncertainty, Institutions, Investment, Money and its surrogates as the main
“building blocks” of the Russian economy’s analysis on
the base of Post Keynesian Economics.

therapy (Dzarasov, 2010; Dow et al., 2008). It is strategy
implying quick transformation with simultaneous implementation of all main reforms. These reforms are
price and trade liberalization, privatization and financial
stabilization. Such approach was inspired by the famous
doctrine known as the Washington Consensus (Davidson, 2004).
The point is that some reforms – for example, price
liberalization, – require short period for its completion,
other reforms – for example, creation of clear legal
framework for market economy – require long one. So,
strict shock therapy policy was transformed into the process treated by me as "reverse gradualism". Those reforms that must be implemented later, took place more
early (and vice versa). It is the definition of the "reverse
gradualism". Such "bad" succession really complicated
the transition to the market economy and also generated
chaos and increased degree of uncertainty of the future.
That is why, according to Post Keynesian perspective,
shock therapy is adverse mode of transition (see also
Tsang, 1996; Dow et al, 2008).
The shock therapy policy’s implementation implied
not shift but break in the institutional base of the economic system. As a result, “the destruction of the old was
hardly matched by the creation of market-oriented institutions of economic control” (Murrell, 1993, p. 137).
This argument is relevant for the Russian capitalism born in the 1990s. In 1991, this country had still
some analogue of the planned economy: “Price controls
and state orders each applied to about 75 percent of economic activity” (Murrell, 1993, p. 132). Contract law
and other basic institutions of the market capitalism
were not created yet. The 1992 year was the first year of
implementation of the shock therapy policy. The outcomes were the following: privatization without rules of
law, price liberalization without workable competition,
the government refusal from enterprise administration
and control without emergence of efficient entrepreneurship and management, advertisement of “conspicuous consumption” and "luxury life" without introduction of moral rules of civil society, etc. The Russian government had refused from administration of state enterprises in this period and become to perform very badly
functions of legal protection of forward contracts. Moreover, it often violated its own contractual obligations.
All this generated extremely high level of uncertainty in
comparison with the Western capitalist economies and
most Eastern-European post-socialist ones.
The Russian version of shock therapy created incentives for various “shadow” and "black" activities
ranging from trials to conceal income for the sake of tax
evasion to real criminal acts. In other words, many Russian firms were engaged in the 1990s in diverse forms
of the "shadow economy". Shock therapy – especially
via privatization – generated “a breakdown of institutional norms resulting in corruption and illegal activities” (Marangos, 2002, p 573). The Russian capitalism
was emerged, to a considerable degree, as a criminal
capitalism. It is not surprising that now both businesses
of many influential Russians have criminal origin, and

Institutions of the Post-Soviet Russian Capitalism and Uncertainty
The starting point of the arguments is as follows:
institutions of the Post-Soviet Russian capitalism reduce
uncertainty very ineffectively, and contemporary Russian capitalist economy is the system characterized by
higher uncertainty (in comparison with the Western
capitalist economies). In order to understand reasons for
it is necessary to analyze how the Post-Soviet Russian
model of capitalism emerged.
The most part of the Russian economic history in
the twentieth century was the history of the planned
economy. According to the Post Keynesian view, such
economic system can be treated as the alternative – to
capitalism – set of uncertainty-reducing institutions (see
above quote from Rousseas, 1998, p. 17). The centralized plans’ directives, fixed prices, guaranteed employment (and sales), absence of private entrepreneurship
and stock exchange are elements of institutional environment that reduce institutions under the planned socialism. The detailed Post Keynesian analysis of such
system’ performance waits in the wings.
In the beginning of the 1990s Russian system became economy in transition. There was an “institutional
transformation”: the economy moved from the planned
socialism to some model of capitalism. Such transition
itself generated serious problems of economic coordination. The institutional hiatus (Kozul-Wright and Rayment, 1997, p. 643) emerged: “the old command system
had collapsed before the new coordinating mechanisms
of the market economy could be put in its place and generate effective responses”. Such phenomena as “transition uncertainty” (Marangos, 2002, p. 575) and transformational recession (Kornai, 1993) took place.
The important point is that the transition to the market capitalism was carried on the principles of shock
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Post Keynesian approach, not relative prices but investment “… is the central point in the economy. Investment
is dynamic, constantly in motion, and never resting in an
“equilibrium” position” (Marangos, 2002, p. 575). The
fluctuations of business activity are concerned, mainly,
with changes in the demand for durable assets: increasing investments as purchases of productive durable assets contribute to rising GDP and employment but increasing demand for money and other non-productive
assets do not contribute to GDP and creation of new jobs
(Davidson, 1972; Minsky, 1975; Carvalho, 1992). In
turn, choice of durable assets is the inherent feature of
any economy faced with the uncertainty of the future.
The point is that institutions of the Russian transitional economy discouraged productive investment and
encouraged purchases of various non-productive liquid
assets. These institutions failed to reduce uncertainty in
a considerable degree. Broadly speaking, the idea of the
negative influence of uncertainty of the future on fixed
investment is commonplace for Post Keynesian economics (Carvalho, 1992; Davidson, 1972; Keynes,
1936, ch.12; Minsky, 1975; 1986). We already mentioned above that shock therapy have generated extreme
uncertainty of the future. In this environment, the Russian potential investors had no any bases for sensible investment decision-making. It was not very surprising, at
least, for Post Keynesian economists that collapse of
fixed investment took place.
Higher uncertainty contributed to low animal spirits (Keynes, 1936, ch. 12) and total lack of confidence
of investors. I already suggested that in the 1990s only
those investors who had close links with influential
criminal and “quasi-criminal” groups could hope for the
protection of their property and contract rights. The
most agents preferred to acquire various “surrogate store
of values” (Grahl, 1988) in the forms of foreign currencies and other financial assets, precious metals, antiques, Old Masters rather than fixed capital and other
productive assets. For example, according to various estimations, capital flight from Russia in the 1990s was
equal to 100 – 500 billion US dollars. These forms of
non-productive investment can be treated as arational
reactions to higher uncertainty and impossibility to
make calculated decisions. Such fixed capital investment collapse is a something like an effect of mass psychosis due to sharp break with the planned economy’s
institutions and lack of new effective “market” institutions in the process of the shock therapy policy’s implementation.
After 1998 – year of the Russian government’ default – there were not radical changes in this situation.
Various private “shadow” oligarchic groups were displaced in the 2000s by the “agents” possessing close
links with the “friends of the President” and other “influential people” from the government. As I already
mentioned, “bureaucratic discretion” substituted for “oligarchic discretion”. It hardly improved a protection of
those who made decision to invest in durable GDP-creating assets. “Climate” for productive investors – if they
were not concerned with “friends of the President” – remained “cold” in general.

some actions of the Russian governmental officers violate (international or domestic) law.
The 1990s were the period of “oligarchic discretion”. As a result of shock therapy, the most of property
was acquired – often illegally or something like that –
by different oligarchic groups. Some of them had roots
in the criminal world. The Russian agents wanted and
very often were forced to circumvent the government.
The emerged illegal economy took various shapes: tax
evasion and all by-products of it, transactions with rights
and licenses, production and selling of drugs etc. The
perspectives of survival for private businesses not linked
with oligarchic groups were very blurred in the 1990s.
This capitalism was non-competitive. Oligarchic business had big “comparative” advantages; small and medium businesses that have no any protection from criminal or semi-criminal groups had big “comparative” disadvantages. This “state-of-the-art” was supplemented
by contradictions between many formal laws, slowly developing legal system, slow and inefficient work of
courts, and other aspects of the underdeveloped institutional environment. The slogans of “quick enrichment”
and “conspicuous consumption” showed by the oligarchic aggressive advertisement also did not contribute to
the successful economic development.
In the 2000s, “bureaucratic discretion” substituted
for “oligarchic discretion”. New President – Mr.
Putin – started to form “power vertical”. Different oligarchic groups – that were not loyal to President and his
friends – had been weakened or destroyed (case of
Khodorkovsky is the most famous example). In order to
survive in the business world close links with the power
authorities started to become more and more important.
The bureaucratic raids of the private property and businesses became more and more “popular”. The Russian
capitalism remained non-competitive. Institutions – as
in the 1990s – did not protect agents investing money in
the productive assets. At the present time, the situation
with lack of institutional protection of investors’ and
owners’ rights is likely to be worsened.
Uncertainty and Productive Underinvestment
in Post-Soviet Russia
During the 1990s Russia had suffered from fantastic collapse of productive investment. In 1998 real investment was equal to only 21% of pre-reform 1990
value (Dzarasov, 2011, p 199). Such investment collapse was not only factor of the great fall of aggregate
demand and GDP (In 1998 real GDP was equal to 57%
of 1990 value), but also a phenomenon contributing to
deindustrialization and technological degradation of the
Russian economy. For example, the average age of industrial fixed capital has fallen from 11 years in 1990 to
21 years in 2004; and later data are not published at all.
Some branches of highly technological manufacturing
were partially or completely destroyed in the 1990s and
later.
It is Post Keynesian economics that explains thoroughly negative tendencies in the dynamics of productive investment on the macro level. According to the
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Investor myopia shows always itself to be a shift toward
assets bearing short-term income across the whole spectrum of durable assets. Therefore, investor myopia affects not only structure of stock market and choice between asset-renewal and asset-stripping (Juniper, 2000).
This phenomenon can determine ratios between productive and mediatory activities, between skills formation
and skills erosion, between health promotion and health
loss, between technical-progress-inducing industries
and other ones, between legal and illegal activities, and
so on. The abovementioned surrogate stores of value
(Grahl, 1988) attract mainly agents whose behavior
characterized by investor myopia
Investor myopia is complementary to very low animal spirits (Keynes, 1936, ch. 12). The latter is a something like “spontaneous pessimism” regarding an expected profitability of any productive investments; the
former is a something like “pessimism” regarding an expected profitability of any productive investments after
some threshold point in time. Agents suffered from investor myopia are interested in exclusively short-term
gains from any projects. Because the most productive
investment projects generate incomes only in the longterm future, such agents do not want to buy productive
equipment and prefer to make purchases of various nonproductive assets.
I offer to consider investor myopia as a reaction to
ineffective institutional environment failing to reduce
strongly uncertainty and to protect private owners and
investors. The economy populated by the agents suffered
from investor myopia has been doomed for the chronic
underinvestment and technological backwardness.
In turn, long fall of investment decreases capital
stock and, consequently, capital-labor ratio, which can
be treated as the argument in the technical progress
function together with level of investment itself (Palley,
1996; see also Bellais, 2004).

Increased investment in the period between 1999
and 2008 was a reaction to both sharp rouble depreciation in 1998 August (after the Russian government default) and rising oil prices in the 2000s. However, there
are no reasons to say that institutional environment
strongly improved. It became clear since 2008 when
GDP not concerned with oil and gas sectors ceased to
grow, and especially since 2013 when total GDP ceased
to grow. The current 2016 year is the year of the continued crisis with decreasing investment activity. Potential
investors do not trust each other and have no confidence
in the future of the Russian economy.
Inability of the Post-Soviet institutions to reduce
uncertainty generated such phenomenon as investor myopia. What does it mean? In order to give the answer I
would like to start from mentioning short-termism,
which in mainstream economics is usually defined as
“the pessimistic under-weighting of expected future returns and/or the excessive discounting of expected future returns” (Juniper, 2000). It is clear that so defined
short-termism leads to refusal from realization of some
investment projects. Furthermore, as Juniper (2000) has
pointed out, short-termism favors strategies of laborshedding and asset-stripping instead of strategies of
skills formation and asset-renewal.
The very important point is that all mainstream
analysis of short-termism encompasses only equity market (Miles, 1995). Usually short-termism is explained
through an exploration of relationships between shareholders and managers (for instance, see Dickerson et al.,
1995). Moreover, short-termism as the behavioral feature regards only these types of economic agents. The
main reason for it is turnover on managerial or shareholder side (Dickerson et al., 1995; Juniper, 2000).
However, short-termism can be represented in
more extreme form, although this form is often treated
as a something that is different from short-termism itself. I imply investor myopia that means that agents
evaluate consequences of their decisions only over
short-time horizon (Juniper, 2000; see also Bellais,
2004, pp. 430 – 431). In other words, investor myopia
implies that agents exclude from the consideration values of future variables after some threshold time point.
Unfortunately, there is no consistent theory of investor myopia as the most radical and important form of
short-termism. In order to construct such theory, it is
necessary to reject treatment of both short-termism and
investor myopia as a phenomenon confined only to the
equity market (Juniper, 2000). It seems to me that it is
necessary to exceed the bounds of equity market in order
to provide full analysis of this phenomenon.
The point is that choice among durable assets is rather more “expanded” event than some decision regarding equity market. It is completely consistent with the
mentioned above Post Keynesian theory of durable assets’ choice. Acquisition of fixed (and also human and
health) capital, different non-equity speculations, various illegal activity – all these things can be both type of
choice of durable assets and transactions beyond equity
market. Investor myopia can exist whenever decision
about purchase of durable asset(s) should be made. -

Underinvestment and Degradation of Monetary
System in Post-Soviet Russia.
During the 1990s the Russian economy had faced
with another adverse tendency: displacement of bank
money from monetary circulation. Barter and various
“quasi-monies” started to play enormous role. Monetary
“surrogates were of countless varieties. They were issued by government, and local authorities, banks, enterprises, and even individuals” (Dzarasov, 2010, p. 34).
“The rise of… pure barter transactions, transactions in
promissory notes, and mutual debt write-offs, was observed in almost all of the 20-plus transition economies
in the 1990s. However, it was most severe in Russia and
Ukraine…” (Dow et al, 2008, p. 28). According to
Makarov and Kleyner (1999), the share of barter in the
transactions with industrial products was equal in 1991–
94 to 40%, in 1995–1996 to 75%, and in 1997–99 to 80–
90%. According to Dow et al (2008, p. 18), “at its peak
in 1998, nonmonetary transactions such as mutual writeoffs, promissory notes, and pure barter transactions constituted more than 50 percent of industrial transactions
in Russia”. Another substitute for bank money was cash:
M0/M2 ratio had increased from approximately 18 per
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cost at the time was only 0.7 million roubles” (Dzarasov,
2010, p. 35).
It is not surprising that such adverse changes in
monetary circulation could induce the government to restrict more its policy. For example, decrease of tax revenue due to diffusion of barter and arrears might lead to
new increase in tax burden. This increase was directed
to balance the government budget. Similarly, acceleration of inflation due to the same cause might lead to
tightening of monetary policy; such policy was directed
to disinflation. In the 1990s “Russian authorities started
what, probably, was the most consistent experiment of
the restrictive monetary policy in recent history” (Dzarasov, 2010, p. 33). Such policies are approved by the
reforms-inspiring international organizations like IMF.
However, described tightening was ineffective because
it only intensified further expansion of barter and arrears.
However, the most dangerous effect of described
bank money’s displacement was concerned with disintegration, “fragmentation” of the economy. The point is
that “normal” money, as is well known, is universal
means of payment, unlike goods used in barter or obligations of the enterprises. Arrears (or some commodity
utilized in barter relations) of Firm A can be accepted by
Firm B or Firm C; but Firm D and Firm E may refuse to
make it and, therefore, will break economic links with
the former three companies. That is why endogeneity of
bank credit money and endogeneity of obligations of enterprises are fundamentally different things: the latter is
extremely far from “full-fledged” money, because it
cannot be both “the means of contractual settlement”
and “one-way time machine” (Davidson, 1977, p. 542).
Here I should emphasize the role of informal links
between agents in shadow economy and the meaning of
“bad” media of circulation for survival of insolvent
firms. Barter and arrears allowed to strengthen above
links and to provide more sharp divisions between
“friends and foes”. The economy broke into disconnected local groups of economic agents. Furthermore,
inefficient (and therefore insolvent for conditions of
normal market economy) companies continued to live
and did not to try to improve own efficiency, productivity, level of its technology etc. The main consequence of
all this was both absence of incentives to technical progress and impossibility of horizontal diffusion of innovations (Makarov and Kleyner, 1999). Such economy
could maintain standards of living that are compatible
with bare subsistence, but it had doomed on deepest
technological stagnation and decline. This doom took
place irrespective of liberalized prices, privatized enterprises, low rate of money supply growth approved by
IMF, etc. It means that not only money is not neutral,
but also the structure of money is not neutral.
The described “monetary degradation” was
stopped in the end of the 1990s due to positive macroeconomic (including external) shocks and successful
shift in the government regulations (by prime-minister
of those days Primakov), and also attainment of bare
subsistence level. Almost all this happened in 1999 –
2001: “Only after the restrictive monetary policy was

cent in 1992 to almost 40 per cent in 1998. These events
were accompanied by demonetization of the economy.
Coefficient of monetization had fallen from 19.9 per
cent in 1993 to 14.8 per cent in 1999, while in the UK,
USA, Germany, France in the 1990s and 2000s this ratio
was between 50 and 100 per cent; in Eurozone between
1995 and 2005 it had increased from 72.5 per cent to
89.2 per cent.
So such changes in the structure of media of exchange were opposed to tendencies in financial evolution in the Western economies characterized by fall in
M0/M2 ratio and expansion of new bank types of monies (Minsky, 1986). I believe that the described dynamics of the monetary system of Russia in the 1990s was,
to a considerable extent, due to the described above investment collapse. The great decrease of investment discouraged monetary evolution: banks and other financial
institutions had no incentives to invent new kinds of
monies. Such “monetary degradation”, in turn, limited
investment activity because led to a lack of finance for
purchases of productive assets.
In the 1990s economic agents forgot about investment and concentrated on purely production and (even
more) exchange aspects. However, working capital
turnover – unlike additions to fixed capital stock – can
take place by means of using cash money, barter and
mutual arrears. Furthermore, barter and arrears provided survival of insolvent firms, especially when bankruptcy law really did not work (as in Russia in the 1990s;
later bankruptcy law was used by corporate raiders). So,
one the one hand, such deterioration of monetary system
was the reaction on sharp macroeconomic slump induced by shock therapy, on the other hand, it created
barriers to “revival” of investment activity. It implied
that there was improvement of technologies of concealment of outcomes of economic activity and/or this activity itself – I can repeat that the Russian capitalism
emerged as, to a considerable degree, as a criminal capitalism. Thus, the possibilities for expansion of shadow
economy became wider.
It is necessary to note that, unlike back money, cash
and barter are anonymous. Use of it does not imply disclosure of information about the name(s) of transactor(s). In this respect, cash is ideal mode of financing
illegal activity in comparison with bank money. However, barter (and mutual arrears) has even more advantages. Firstly, barter allows to conceal genuine
(monetary) value of goods. Secondly, accounting of material things flows is more difficult than accounting of
monetary flows. These advantages frequently more than
offset disadvantages of barter that are concerned with its
“awkwardness”. Therefore, with “help” of barter and
mutual arrears the Russian agents often financed illegal
activity in the 1990s.
In turn, these events led to both further fall of GDP
and cost-push inflation. In other words, displacement of
bank money by cash, barter and arrears could inject cost
inflation irrespective of the central bank policy. For example, in 1997, “the Severovejsk engineering plant paid
by surrogates (which means on barter terms) for the delivery of cast iron 2 million roubles per ton. In cash, its
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nomy – by the dangers generated by the ineffective institutions. Therefore, many potential investors prefer to
buy – instead of GDP-creating productive equipment –
various “surrogate stores of value” in the form of different non-productive assets like foreign financial assets,
antiques, precious metals, Old Masters, old part of real
estate etc. Animal spirits are very low, and investor myopia rules the roost.
In 2015 investment/GDP ratio was equal to 18%.
This figure is very small for the country that has plans
of massive “import substitution” strategy and “autonomous”, “independent development”. Russia of the “Crimea period” has doomed for the underinvestment and
technological backwardness. This situation is aggravated by low coefficient of monetization, high M0/M2
ration and absence of monetary aggregates M3 and M4.
The backwardness of monetary and financial systems
contributes to a “fragmentation” of the economy: many
groups of agents are closed and self-contained structures
with no incentives to develop and to innovate. In order
to escape from this situation is to reform radically existing institutions. The Russian institutional system should
provide more predictability for those who invest in
GDP-creating productive equipment.
All these conclusions are derived from an application of Post Keynesian Economics to the Post-Soviet
Russian economy. The contemporary Russian model of
capitalism “copes with uncertainty” very ineffectively
and, therefore, discourages productive investment. The
Russian agents prefer to buy non-productive durable assets not contributing to GDP and employment. As a result, economic backwardness of Russia becomes
stronger.

violently stopped by the crisis, did economic recovery
ensue in Russia” (Dzarasov, 2010, p. 35).
“The steady rise of oil prices also contributed to
macroeconomic stabilization. As a result, since 1999,
the economy’s reliance on cash money has steadily been
declining and the importance of banking has slowly
been increasing” (Dow et al, 2008, p. 18). The level of
use of barter and monetary surrogates reached to 2001
the very low, almost “non-visible”, level that is typical
for the developed countries. Nevertheless, some legacies of the described adverse tendencies in the monetary
circulation in the 1990s remain now. These ones are low
coefficient of monetization, large M0/M2 ratio and absence of such monetary aggregates as M3 and M4.
Above I already wrote that in 1999 coefficient of monetization was equal to 14.8 per cent. It did steady increase
until 2013 when it was equal to 47.1 per cent that is very
low value according to the international standards. During 2000 – 2014 M0/M2 ratio has fallen from 0.37 to
0.22. This was a good tendency, but 22 per cent of M0
relatively to M2 is very large size, according to the
standards of the developed countries (less than 10 per
cent). The economy with “degraded”, “underdeveloped”
structure of media of exchange cannot rapidly grow on
the “internal base”: local groups of informally linked
agents are closed and self-contained structures that have
no ability to develop and to innovate. It is the reverse
side of the “bureaucratic discretion” in the contemporary Russian economy.
Conclusions. According to the Post Keynesian
Economics, the most essential feature of the Post-Soviet
Russian model of capitalism is higher uncertainty due to
ineffective institutions. Property rights of the Russian
agents are poorly protected. Contracts are not enforced
effectively. Some laws are not consistent with other
laws. Courts work slowly and inefficiently. Corruption
and bribes are the commonplace of the economic activity. Barriers to entry are very high for almost any company that has no links or friendship with “influential
groups”. In the 1990s “links and contacts” with private
criminal groups were often necessary condition for survival of many private businesses. In the 2000s and 2010s
similar “links and contacts” with the state authorities became necessary prerequisites for survival of almost any
businesses. As a result, in contemporary Russia – especially Russia of the “Crimea period” – different types of
agents have different degrees of legal protection and
abilities. Companies created by or concerned with different “friends of the President” and “friends of the
friends of the President” are in the best position. “Ordinary” businesses without any “important links and contacts” are at the “opposite end of the spectrum”. Owners
of such businesses have no adequate protection against
possible raiders concerned with the authorities.
This institutional environment reduces uncertainty
very ineffectively. It discourages many productive investment projects because rights of the most potential
and actual investors are very poorly protected. Various
dangers surrounding any productive investment projects
are supplemented – in the contemporary Russian eco-
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економічній відсталості сучасної російської економіки.
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Розмаинский И. В. Основные элементы
посткейнсианского анализа постсоветской модели российского капитализма
В статье сделана попытка дать посткейнсианское объяснение наиболее важных проблем постсоветского российского капитализма. Основная идея
заключается в том, что институты капитализма такого типа неэффективно уменьшают неопределенность. Основной причиной этого является неспособность государства как эффективного исполнителя
контрактов. В свою очередь, завышенная неопределенность приводит к хроническому недофинансированию, деиндустриализации, технологической деградации и склонности погружаться в ловушку отсталости. Сопутствующим явлением есть недостаточно развитая денежная система. Все эти факторы
способствуют значительной экономической отсталости современной российской экономики.
Ключевые слова: посткейнсианская экономика,
неопределенность, контракты, переход, Россия, капитализм.
Rozmainsky I. The Basic elements of the post
keynesian analysis of the post-soviet model of Russian capitalism
The paper tries to give Post Keynesian explanation
of the most important problems of the Post-Soviet Russian Capitalism. The main idea is that institutions of this
type of capitalism reduce uncertainty ineffectively. The
main cause of it is a failure of the state as the effective
enforcer of the contracts. In turn, higher uncertainty
leads to chronic underinvestment, deindustrialization,
technological degradation and tendency to sink into the
underdevelopment trap. The accompanying phenomenon is the underdeveloped monetary system. All these
factors contribute to the significant economic backwardness of the modern Russian economy.
Keywords: Post Keynesian economics, uncertainty, contracts, transition, Russia, capitalism.
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ANALYSIS OF RUSSIAN MARKET OF FOODSTUFFS AND AGRICULTURAL
RAW MATERIALS IN MODERN CONDITIONS OF MANAGING
The subject of the research is peculiarities of the
modern Russian market of agricultural raw materials
and foodstuffs.
Until the crisis of 2007-2009 years, for nearly a
decade, international trade had growth rates which exceed the rate of global GDP on average 2 times. After
the crisis the growth rate of the world’s economy and
world’s trade began to move closer, and then there was
a trade gap from the global economic growth. In 2012 2013 years the growth of world trade was less than 3%.
For comparison, the long-term average growth rate of
world trade in the pre-crisis 2001-2006 years reached
7.1%. According to experts of the Netherlands Bureau
for Economic Policy Analysis (The Hague), for the first
time in 2015 year in comparison with 2009 year there
was a decrease in international trade volumes by 13.8%
(we are talking about the value, which is measured in
USD). It should be noted that according to IMF estimates the growth of world GDP was 3.1% in the same
2015 year [1, p. 54].
The combination of moderately positive dynamics
of GDP and sharply negative dynamics of world trade in
2015 year can lead to a situation where the world’s GDP
may acquire a negative bias in 2016 year, i.e. there will
be a global economic collapse (fig. 1).

Features of global food market’s functioning are
the most important factors of the Russian Federation’s
(RF) food industry development in the context of import
substitution policy. Russia is a major net importer of
food and agricultural raw materials, the annual purchase
of these products worth more than 10 billion U. S. dollars (USD). Food security, along with the military one,
is a key area of the RF's activity in the context of the
current geopolitical situation. Therefore, it is advisable
to pay attention to such sector of international trade, as
the market of agricultural raw materials and food products.
The problems of the modern world’s international
trade in the food sector was given attention in the works
of Druck P., Magud N., Katasonov V., Pakhomov A.,
Kuznetsova E. G., etc. Features of modern Russian food
market were highlighted in the works of Salahov N., Vasilieva N. A., Palachov R., Rudakov D., Voronin B. V.,
etc.
The aim of this work is to identify the main problems and prospects of development of RF’s market of
foodstuffs and agricultural raw materials.
The object of the research is the modern market of
international trade.
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Fig. 1. Volume of world trade and GDP, %
Note: compiled by the authors according to the World Trade Organization https://www.wto.org/english/res_e/statis_e/its_e.htm.
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Experts explain the highly sharp falling of the
world trade in 2015 year in different ways. First of all,
they talk about a sharp drop in oil prices by 55.2% compared to 2014 year, as well as the depreciation of most
national currencies against the USD, by means of which
the value of world trade are measured. Many countries
continued to supply sharply depreciating products by inertia for maintaining their market position in 2015 year.
Attempts to stimulate exports by currency dumping will
deplete the national economy even more [2].
Currency dumping is dangerous for the organization of international trade as it leads to a complete disruption of the market and there is a possibility of a trade
war. A country, that uses a currency dumping, increases

the profits of exporters, but at the same time it reduces
the living standards of the population because of increasing prices on the domestic market. Then the country (the object of the currency dumping) reduces the development of the economy in different sectors that are
not able to compete with cheap foreign goods. The result
is raise of unemployment rate.
In the structure of modern commerce, there is a tendency for proportion of agricultural products to reduce,
while simultaneously there is rising tendency for share
of manufactured goods in trade. Trade in knowledge-intensive and high-tech manufactures is increasing particularly rapidly (table 1).
Table 1

Agricultural products
Agricultural products (AoA)
Non-agricultural goods

The structure of world trade
Value,
Share in
Annual percentage change
bln. USD the world 200020052010- 2012 2013
2014
trade, %
2005
2010
2014
1765
9,5
9
10
7
-1
5
1454
7,9
10
11
7
1
5
16850
91,1
10
8
5
0
2

2014
2
1
1

Note: Agricultural products according to the AOA (WTO Agreement on Agriculture) definition refer to HS chapters 1 to
24 (excluding fish and fish products) and a number of manufactured agricultural products. This definition does not correspond
to the definition of agricultural products presented in the breakdown of the structure of world trade.
Note: compiled by the authors according to the World Trade Organization https://www.wto.org/english/res_e/statis_e/its_e.htm.

The largest exporter of agricultural products is the
countries of South and Central America (30.6%) and importer is Africa (15.6%) (Table 2.). According to the
Food and Agriculture Organization of the United Nations (FAO), the proportion of agricultural exports is
significant in some developing countries of South
America with traditional agricultural specialization

(Paraguay – 89.3%, Argentina – 51%, Brazil – 28%) and
developed countries (New Zealand – 46.3%, Greece –
20.4%). The share of the largest food exporter (the
USA) is 11.2% of world exports, and American export’s
structure has a high degree of diversification with the
predominance of soybeans, corn and wheat [4, p. 21].

Table 2
Share of agricultural products in trade in total merchandise
and in primary products by region, 2014 [3, р. 73]
Exports
Imports
Region
Share in total
Share in priShare in total Share in primary
merchandise
mary products
merchandise
products
World
9,5
31,8
9,5
31,8
North America
11,1
40,0
6,9
30,3
South and Central America
30,6
43,3
9,4
29,3
Europe
10,6
48,7
10,5
36,7
Commonwealth of Independent States
9,2
12,2
12,0
52,0
Africa
11,5
15,4
15,6
47,1
Middle East
2,3
3,4
12,2
52,5
Asia
6,7
37,3
9,0
24,7
The imports’ volume of agricultural crops and livestock products in value terms has a rising trend, where
the greatest volume belongs to the countries of Europe
and Asia. A noticeable decline (more than 10%) is explained by the desire of countries to reduce costs during
the years of the global financial crisis (fig. 2).
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A similar trend is observed in exports. However,
major exporters are Europe and America (Fig. 3). The
structure of America and Oceania is dominated by exports, whereas import structure prevails in Europe, Asia
and Africa.
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Fig. 2. The imports’ volume of crops and livestock products, bln. USD
Note: compiled by the authors according to FAOSTAT http://faostat3.fao.org/home/E.
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Fig. 3. The exports’ volume of crops and livestock products, bln. USD
Note: compiled by the authors according to FAOSTAT http://faostat3.fao.org/home/E.

The ongoing global financial crisis has a direct
negative impact on the world food market, reducing
food security in many countries (table. 3). So, during the
past 4 years the index of food security of Russia has
fallen by 4.3 points, Japan – by 2.3, Belgium – by 2.1.
In these circumstances, the growth of food prices is
becoming a major global problem, because first of all
agricultural products become more expensive (table 4).
Thus, the prices of agricultural products have increased
by 11% from 2009 to 2010 years, from 2010 to 2011 –
by another 22%. Despite the fact that in subsequent
years there has been a marked decline in prices, if we
take 2009 year as a basis, then prices tend to in-

Table 3
Global food security index [5, p. 18]
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Country

2012

2013

2014

2015

Russia
Japan
Belgium
Netherlands
Finland
France
Greece
Denmark
Switzerland
Spain
Brazil

68,1
79,7
81,6
86,6
81,1
84,9
74,5
83,4
85
79,3
67,8

66,5
78,1
80,5
84,7
81,3
84,5
71,6
82,7
85,1
79
68,8

64,1
78,0
79,7
85,1
80,08
83,9
74,6
83,7
85,2
80,5
68,4

63,8
77,4
79,5
85
79,9
83,8
73,5
82,6
84,4
78,9
67,4

4-years
change
-4,3
-2,3
-2,1
-1,6
-1,1
-1,1
-1
0,7
-0,6
-0,5
-0,5
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Table 4

Agricultural products
Foodstuffs
Crops
Food fats and oils
Other food products
Beverages

Actual prices and forecast, the indices [7, p. 2]
Actual prices
2009
2010
2011
2012 2013
89
100
122
114
106
93
100
123
124
116
99
100
138
141
128
90
100
121
126
116
90
100
111
107
104
86
100
116
93
83

2014
103
107
104
109
108
102

2015
89
91
89
85
100
94

Forecast
2016
49
89
86
83
100
93

2017
62
91
88
86
101
92

Note: 2010 is the base (2010 = 100%).

crease. According to World Bank data, the increase in
food prices will continue for another few years, and
Goldman Sachs experts even put into circulation a new
term “agflation” – a sharp rise in prices of agricultural
products [6].
The share of TNCs in international trade exceeds
half of its volume, and in some industries reaches 80 –
90%. Despite the fact that only 16% of the world's agricultural production is traded on international markets,

agro-western TNCs have a significant impact on the dynamics and structure of production and consumption of
food worldwide. If we talk about agricultural products
that are most dependent on TNCs, it is worth noting the
wheat (90%), corn (85%), tea (75%) and bananas (70%)
[8, p. 147].
There is a large number of multinationals, which
are registered in different countries. Table 5 presents
data of Fortune Global 500 largest companies, operating
in the food markets, ranked by volume of sales.
Table 5

The largest companies in the manufacturing of foodstuffs [9, p. 148]
Company
Country
Sales volume,
Profit,
mln.USD
mln. USD.
Nestle
Switzerland
99,45360
10,80780
Acher Daniels Midland
USA
89,804
1,342
PepsiCo
USA
66,415
6,740
Unilever
Britain, Nether66,108.60
6,42810
lands
Bunge
USA
62,564.00
306
Wilmar International
Singapore
44,085.00
1,31890
JBS
Brazil
43,049.70
4295
Mondelez International, Inc
USA
35,299
3,915
Tyson Foods, Inc
USA
34,482
778
Danone
France
28,27440
1,88780
At this stage of development, foreign corporations
have full control over the number of key sub-sectors of
Russian food industry, which is a direct threat to food
security, as well as a negative impact on the national
economy. The monopoly of multinational companies in
the food market is the greatest damage to the domestic
manufacturers as suppliers of raw materials for the processing industry. In most sub-sectors of Russian market
the largest market share of food and beverage industry
is owned by foreign corporations: almost 60% of the
milk processing market, more than 70% of the juice
products market, about 80% of the frozen fruits and vegetables market, more than 90% of fruit and vegetable
preservation market, more than 80% of the brewing
market. So, today in Russia there are 10 major transnational corporations that produce most of the products
purchased by Russians: Nestle, Cargill, PepsiCO, Kraft
Foods, Coca-Cola, Kellogg's, P & G, Mars, General
Економічний вісник Донбасу № 4(46), 2016

Place in rating
2014 year
72
87
137
140
153
239
251
332
93
429

Mills, Unilever. Juice market is jointly controlled by
Coca-Cola and PepsiCo, which is 40% of the Russian
soft drinks market. PepsiCo and Danone-Unimilk control dairy production, it is about 40% of the dairy market
in Russia.
Currently, domestic companies still retain the lead
in the markets of the meat processing (company “Cherkizovo” takes 13% of the RF’s market of meat products)
and bakery products (Makfa – more than 23% of the total pasta production in Russia), however, the same trend
can be traced there - the absorption of small companies
by large western ones [10].
In general, data on RF’s foreign trade of food indicates a fourfold excess of imports over exports in 2010,
while total export exceeded the import by almost 2
times. The overall growth of Russian export is associated largely with the growth of grain production and its
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0

2014

0
2013

0,5
2012

20

2011

1
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40

2008
2009

1,5

2007

60

2006

2

2005

80

2004

2,5

2003

100

2001
2002

3

2000

120

2002

due to the import substitution policy in terms of economic sanctions. In this regard, in 2014 year compared
with 2013 year, the imports’ volume of agricultural raw
materials and foodstuffs decreased by 8% and reached
39905 mln. USD, while the domestic production’s volume of crops increased by almost 15% (Fig. 4).

2001

derivatives, increase in export’s volumes of fish, alcoholic beverages and vegetable oil.
Being an exporter of many basic food commodities, Russia has turned into a net importer. Situation has
significantly changed in 2014 year, when the gap between food exports and imports decreased by 2 times,

Import, mln.tons

Fig. 4. Russian economic indicators of crops [5, p. 19]
It should be noted that meat products manufacturing sector has made the greatest success in the food industry. In 2014, the volume of meat production increased by 5% and reached 8911 thous. tons in farms of
all categories, while imports of meat products decreased
by 23% (table. 6).
Sanctions and counter-embargo reduces Russia's
export potential. Nevertheless, Russia remains the larg-

est supplier of agricultural products. According to experts of the Center for International Trade, Russia exports its products to 140 countries. At the end of 2015
food exports could reach 20 bln. USD. More than two
thirds of Russian export’s volume of food and agricultural products is focused on foreign countries, such as
Germany, the Netherlands, Africa and China. Now, the
base of Russian agricultural export is crops, vegetable
oil, meat, poultry, fish and seafood [11].
Table 6

Manufacture of the main agricultural products [5, p. 20]
2010
Manufacture
Import

7167
2855

Manufacture
Import

31847
8159

Manufacture
Import

21141
1122

Manufacture
Import

13278
3158

Manufacture
Import

40600
901

Gross harvest
Import

61
0,4

2011
2012
Meat and meat products (thous. tons)
7460
8090
2687
2710
Milk and dairy products (thous. tons)
31718
31756
7936
8516
Potatoes (thous. tons)
32681
29533
1539
735
Vegetables and melons food (thous. tons)
16270
16079
3155
2806
Eggs and egg products (mln. pcs.)
41113
42033
1191
1345
Corn (mln. tons)
94,2
70,9
0,7
1,2

2013

2014

8545
2480

8911
1902

30529
9445

30553
8995

30184
764

31502
1045

16109
2817

16885
2929

41286
1206

41859
1235

92,4
1,5

105,3
0,9

Note: compiled by the authors according to Rosstat http://www.gks.ru/.
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Replacement of expensive products for cheaper did
not lead to lower prices for the products in retail, as logistics costs increased. In other categories there was a
replacement of cheaper products for more expensive.
There is a tendency of imbalance in the structure of
food consumption, while in recent years there is a positive trend of convergence of the actual and the recommended standards set by the Ministry of health and social development of the Russian Federation. So, if we

compare standards to actual consumption pattern, we
can draw the following conclusions.
Firstly, meat and meat products (deviation 21,9%), milk and dairy products (-14,7%), vegetables
and melons (-18,1%), fruits and berries (-40%) are not
enough in the structure of Russian population’s nutrition.
Secondly, there is excessive consumption of grain
products (+20.5%) and potatoes (+0,6%) (table. 7).

Table 7
The comparison of the norms with the actual structure of food consumption in RF [12]
Consumption (average per person per year)
Rational standards
Nomination
the working-age
pensioners
children
kg/year/person
population
Grain products, kg
126,5
98,2
77,6
95-105
Potatoes, kg
100,4
80
88,1
95-100
Vegetables and melons, kg
114,6
98
112,5
120-140
Fresh fruits, kg
60
45
118,1
90-100
Sugar, kg
23,8
21,2
21,8
24-28
Meat products, kg
58,6
54
44
70-75
Fish products, kg
18,5
16
18,6
18-22
Milk, kg
290
257,8
360,7
320-340
Eggs, pieces
210
200
201
260 pieces
Vegetable oil, kg
11
10
5
10-12
Other products, kg
4,9
4,2
3,5
2,5-3,5
mentation into crop and livestock production [14, p. 8].
The lack of various fairs and exhibitions can be also
highlighted. Therefore, it is advisable to conduct such
activities, as the “Prodexpo”, for maintaining Russian
exporters and discovering new potential export destinations, as well as establishing new international contacts
to smooth the acute geopolitical situation.
So, the decreasing in the world’s trade, as well as
the decreasing in the share of agricultural products in its
structure was revealed. The analysis showed the dominant role of TNCs in the food sector in the world in general, and in Russia. The increasing of production and exports with a simultaneous decreasing of the imports’
volume was noted in Russia, which is typical for the import substitution policy. The basic problems in Russian
food sector, such as the unbalanced structure of food
consumption, insufficient economic and physical access
to food, lack of funding for research and development,
etc were identified.

Thirdly, Russia's accession to WTO had a negative
impact on the state of the domestic fish market. Export
duties were reduced considerably, it led to fish exports
growth to South-East Asia. Thus, there is the overall
growth of fish catch (4.3 mln. tons) with declined fish
delivery to the domestic market.
Fourthly, there is a lack of food affordability. The
problem of poverty is quite acute in Russia. According
to State Statistics Committee, the proportion of the population with incomes below the subsistence minimum
amounted to 23 mln. pers., or 16% of the population in
2015 year [12]. There remains money polarization of income distribution of the population, both in social
groups and in inter-regional aspect. Accordingly, it retains a deep differentiation of food consumption by the
population of the various social groups.
Fifthly, there is a lack of physical accessibility of
food. Agricultural production is carried out only by 12
– 13% of the territory in Russia. At the same time it is
distributed very unevenly across the territory: 14 regions
provide over 40% of the gross output of the agricultural
sector. The irregularity of agricultural production may
threaten food security of individual regions [13, p. 116].
Such risks of food security, as the erosion of small
farms and the excessive concentration of agricultural
production, as well as the accountability of a large part
of the largest manufacturers of agricultural products and
foodstuffs to foreign legal entities (over 50%) justified
in Russia. There is a lack of funding from the regional
budget for research and development for future impleЕкономічний вісник Донбасу № 4(46), 2016
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Шабаліна Л. В., Капко А. В. Аналіз російського ринку продовольчих товарів та сільськогосподарської сировини в сучасних умовах господарювання
У статті проаналізовано особливості та тенденції товарної структури та географічних потоків торгівлі Росії. Виявлено істотний вплив ТНК на російський ринок продовольства та сільськогосподарської сировини. Визначено проблеми розвитку, місце
та перспективи Росії на світовому ринку продовольства в умовах політики імпортозаміщення.
Ключові слова: міжнародна торгівля, експорт,
імпорт, продовольчий сектор, імпортозаміщення.
Шабалина Л. В., Капко А. В. Анализ российского рынка продовольственных товаров и сельскохозяйственного сырья в современных условиях хозяйствования
В статье проанализированы особенности и тенденции в товарной структуре и географических потоках торговли России. Выявлено существенное
влияние ТНК на российский рынок продовольствия
и сельскохозяйственного сырья. Определены проблемы развития, место и перспективы России на мировом рынке продовольствия в условиях политики
импортозамещения.
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CULTURAL DIVERSITY AND GROWTH OF INTERNATIONAL FIRMS
studies in the field of culture and its impacts on the marketing environment. Hofstede’s study of 160.000 employees in 40 different countries identified four dimensions of culture related to the different behaviours of
employees and work performance. These four dimensions were: 1) Power distance, meaning the degree to
which members of a society/culture accept the inequality of power distribution within an organisation. 2) Uncertainty avoidance, referring to the extent to which the
members of a society/culture which makes them feel insecure and uncomfortable with the uncertainty, thus
they prefer to support the certain beliefs and values of
their own culture and reject adaptation. 3) Individualism/Collectivism, meaning that members of different
cultures can identify themselves as individuals or as a
member of a particular group. 4) Masculinity/Femininity, which is the differences among cultures in relation
to their aggressiveness, materialism and competitiveness.
Most of the researchers used Hofstede’s theory
(1984) as a base for further research in cultural issues.
For example, Di Cesare and Sadri (2003) tried to support
that different cultural backgrounds influence a variety of
motivational drivers, by using Hofstede’s theory as a
guideline in their research. Although they developed an
extensive research, their study was not convincing as
they relied only on the dimensions and comparisons of
two extremely different cultures (USA and Chinese) and
their sampling was not random. Thus, generalisation of
their results was not possible.
Consistent with the work and approach of Hofstede
(1984), Pheng and Yuquan (2003 cited Lee-Ross 2005,
p.254) mentioned the need to account for national cultures in order to manage culturally diverse marketplaces. They have gone beyond people’s attitudes
which was the main concern of Hofstede (1984), and
their concerns included practical, financial and human
cost issues. Lee-Ross (2005, p.254) by adapting this
same belief states that internationalized organisations
are global by their very nature, thus cultural awareness
among managers is crucial to outcomes such as high
turnover. However, Canen and Canen (2002, p.74) argued that cultural diversity should be examined beyond
its financial impacts. They said that the need for the development of a cross-cultural approach may prove to be

Introduction
The business environment has evolved in response
to the continued globalization of world markets as there
appears to be an increasing speed, frequency, and magnitude of competitors entering a broader and more diverse set of markets (Wolf, 2000). In this setting, companies have a great reliance on new products so as to
gain revenues and market share as they search for a competitive advantage and a profitable return.
The success of a new product advertisement in a
foreign market is based on a number of factors, some of
which are totally controllable, while others are not, and
must be considered when planning a marketing strategy.
Hence, as an intrinsic variable specific to the market,
culture remains a significant factor in international marketing research (Dunning, 1997). National cultural values are firmly rooted in history, and appear to be stable
over time. When consumers tend to buy a product, they
get the first impression of it by its advertisement and if
it suites with their country’s ethics, tradition and living
conditions. Yet, it has been found that even after tremendous exposure to globalization, consumers from different cultures have different attitudes, perceptions, tastes,
preferences and values (Suh and Kwon, 2002). As we
understand, culture has a great impact on advertising
and on its structure.
The study of national cultures and their variations across the globe
Many authors and researchers in the past years
have studied and attempted to explain the relationship
between national cultures and marketing and advertising
practices which impacts on a variety of important organisational issues.
All these researchers have viewed and approached
the concept of culture from different perspectives. According to Hall (1976 cited Weiermair 2000, p.398) culture is a pattern of assumptions about how a group of
people think, act and feel in their daily affairs. Hofstede
(1984 cited Di Cesare and Sadri 2003, p.30) viewed culture as “the collective programming” of the mind which
separates one person of a group from another, while Solomon (1996 cited Weiermair 2000, p.398) referred to
culture as the shared meanings, rituals norms, and traditions among the people of an organisation or a society.
Several researchers agreed that Hofstede’s work
(1984) is one of the most valuable and comprehensive
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crucial for innovation management and organisational
success in a multicultural scenario.
Although most of these studies (Hofstede 1984,
Pheng and Yuquan 2003, Lee-Ross 2005) have focused
on the relationship between culture and performance,
other researchers such as Newman and Nollen (1996
cited Testa 2004, p.404) viewed culture from a different
perspective. As the manager or leader is the one who
communicates management practices and organisational policies, the relationship between worker and superior is a more important component of work related
outcomes. This group of researchers argued that most
of the studies focused on how national culture affects
behaviour and perception, and ignored the importance
of the leader.
Offerman and Hellman (1997 cited Testa 2004,
p.404) referred to the impact of the leadership style and
supported that managers from culturally diverse backgrounds are also linked to various perceptions of behaviour and this should be examined. In their study, leaders
who were closer to the national culture of the target
group were rated higher on their performance on issues
such as communication, brand awareness and financial
results. Conversely, leaders with completely different
cultural background were rated lower on the same issues. National culture can influence both, how leaders
interact with the target group of their brands and how
the target group respond to their brands.
Mendenhall et al. (1995 cited D’Annunzio-Green
2002, p.266) has gone beyond and said that one of the
most difficult tasks of any manager in an international
company is to get people from cultural backgrounds different from their own understand the brand he/ she is
promoting. However, the approach of Mendenhall et al.
(1995) it is still consistent with Offerman and Hellman
(1997 cited Testa 2004, p.404) as they also emphasized
that while leadership is exhibited in all societies, cultural
norms influence what kind of leadership behaviours are
appropriate in a particular culture.
On the other hand, other researchers suggested that
Hofstede’s work has been both used and replicated in
many services and consumer goods issues (Mitchell and
Vassos 1997 cited Weiermair 2000, p.399), but much of
this study indicated limitations in the hospitality and
tourism industry and it is not always applicable. Additionally, they supported that due to the continuous
growth of globalisation and the tremendous social
changes, old theories such as Hofstede’s (1984) study
could not be fully applicable in today’s societies. Thus,
these studies should be continuously updated and the
need for further research is mandatory.

balisation increases, it is crucial for managers to understand and effectively manage a target group who have
different values, beliefs and ideas according to different
country settings. If managers fail to deal effectively
with the phenomenon of cultural diversity, this can possibly impact several organisational outcomes such as innovation (Shane et al. 1995 cited Testa 2004 p.402), service quality (Maxwell et al. 2000, p.367), financial issues (Lee-Ross 2005, p.254) and improved decision
making (Cox 1991 cited Friday and Friday 2003, p.864).
According to Lee-Ross (2005, p.264), cultural diversity is extremely important in any industry as it has
to deal with several negative organisational impacts including high labour turnover rates, absenteeism, uncommitted employees and “burnout”. However, Cox (1991
cited Friday and Friday 2003, p.864) argued that the
most important negative impacts are the breakdowns in
communication and conflict with target groups in various national settings.
According to Thomas (1996 cited Leme Fleury
1999, p.110) the management of cultural diversity focuses on the creation of organisational environment that
encourages brands to reach their full potential in order
to achieve the companies’ goal. However, Cox (1991)
conceptualized the management of cultural diversity as
the effective planning and implementation of organisational systems and managerial practices in order to maximize the advantages of diversity and minimize its disadvantages. Other researchers such as Leme Fleury
(1999, p.110) had a more simplistic approach that says
that diversity means to add value to the company. While
more simplistic, it is still consistent with both Thomas
(1996 cited Leme Fleury 1999, p.110) and Cox (1991)
in emphasising diversity’s advantages.
Leme-Fleury (1999) conducted a study about managing cultural diversity among leading Brazilian firms.
She concluded that the only way to approach the subject
of cultural diversity is by developing a policy of managing culturally diverse target groups in order to create
new competences and add value to the business. Although this approach is generally accepted, it ignores the
importance of the leader/manager and his/her role in
communicating and managing cultural diversity in an
international setting.
Conversely, the research of Kokt (2003) suggested
that leaders should be aware and consistently trained on
how to manage their brands in a culturally diverse setting. His research focused on the impact of cultural diversity on brand performance in South Africa. The initial aim of this study was to emphasise the cultural problems between culturally diverse individuals within a
team. Interestingly, this research showed that the major
issue was not its primary aim, but rather indicated the
important role of the brand itself and how it adopts to a
national setting. The study highlighted the need of
proper management and direction of diverse issues.

The management of cultural diversity in the
context of globalization and the growth of international firms
Cultural diversity is one of the most pressing issues
and continuing challenges for today’s’ leaders. As glo36
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Kippenberger 2000, p.32), not surprisingly, concluded
that there is no one best way of managing diversity,
other researchers such as Groschl and Doherty (1999,
p.267) recommended specific ways and techniques in
order to effectively take advantage of cultural diversity.
According to Hill (1992 cited Elmuti 2001, p.4)
there are several strategies recommended in order to
deal with cultural diversity such as: develop advertising
campaigns that promote awareness of the brand in a national setting, promote positive attitudes towards differences among ethnic groups, become a flexible communicator and recognise common links among different
ethnic groups. However, Tipper (2004, p.158) argued
that diversity can be managed effectively only through
the proper promotional practices. His research highlighted several promotional practices such as: market research, influencing key personalities in a national setting and stakeholders as to the need to search for diversity, using multiple communication channels to reach
your potential target group.
Groschl and Doherty (1999) argued with both Hill
(1992) and Tipper (2004) and suggested that cultural
management on its own cannot deliver the appropriate
results. The combination of diversity management concepts with other techniques such as traditional branding
practices might be the best way of creating and sustaining a culturally diverse successful promotional campaign.

Other researchers such as Swanson (2002, p.264)
have gone beyond this approach. He concentrated on
the role of culture, but through his research results highlights the lack of awareness and education related to diversity in the middle class level. He suggested that the
intercultural sensitivity skill combined with the appropriate adaptation is what all international brands should
develop and be expected to do.
Another group of researchers (Gately and Lessem
1995 cited Fish 1999, p.204) approached cultural diversity from a different point of view and emphasised more
on how cultural diversity affects the decision making
process. According to Adler (1991 cited Moore 1999,
p.211) decision making groups that characterised by
higher levels of diversity are more effective in creating
a higher number of possible solutions and generate
higher quality decisions. Fish (1999, p.204) went beyond this approach and suggested that it is of considerable importance to understand the interplay between the
different cultural values, attitudes and “mind-sets”
which influence a bran’s performance. It is crucial to understand how these underlying cultural mind-sets impact the organisational issues. Although this approach
is generally valid, it may be too theoretical for today’s
reality and very difficult to be measured and evaluated.
On the other hand, other researchers such as Saji
(2004, p.41), suggested that the relationship between
cultural diversity and brand management is influenced
by the different cultural time perceptions. Different cultural time horizons and perceptions can influence and
delay an important decision which could be crucial to
the organisation. Thus, time perceptions differ from culture to culture.
While Fish (1999, p.204) attempted to argue that
cultural differences influence the decision making process, Vallaster (2001, p.21) argued that the issue of cultural diversity and its effect on the decision making process is ignored. He suggested that the inconsistent assumptions, incoherent thoughts, conflicts due to communicative misunderstandings, and inter-ethnic tensions often inhibit concerted decision making.
Furthermore, Vallaster (2001, p.21) stated that several variables such as the ability to process information
and interpretation of stimuli, satisfaction, group member
relationship, communication and interaction are more
important issues that need to be further studied. The existing literature fails to make the appropriate links in order to understand the impact of these variables in the relationship between cultural diversity and decision making-process.
Over the past several years, the main argument of
many theorists and practitioners has been whether or not
there is one best way to manage cultural diversity in a
brand management setting. There are many different
approaches and views of this issue, thus there is no
agreement or a single answer to this question. Whereas
researchers such as Tompernaars and Turner (1997 cited
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Culture and Advertisement
Cultural differences remain an important aspect of
international advertising because cultural norms and beliefs are powerful forces that shape people’s perceptions, dispositions and behaviours (Markus and
Kitayama, 1991). In order to understand the influence
that these variables have on product choice decisions,
we have to examine how multinational companies try to
attract customers from countries which have specific
cultural characteristics.
We will examine theories for advertisement that
may be used from companies which want to promote
their products in markets which do not have the same
culture. The first approach that we will analyse is the
consumer-oriented approach and it is closely related
with international marketing and advertising strategies.
Then we will analyse the strong theory of advertising
and the weak theory of advertising (Jones, 1991).
The Consumer-Oriented Approach
This approach is considered to be very important
for understanding the strategy. When following this approach, organizations focus on two centre marketing
strategies:
• an undifferentiated marketing strategy (full product)
• a differentiated marketing strategy (product /
market specialization)
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advantage, the understanding of the market place and its
segments; the advertising campaign should meet specific needs. Global advertising has four objectives that
must fulfil when we have worldwide advertising: creating a brand while speaking with one voice, developing
economies of scale, increasing local effectiveness of advertisements, and raising the company’s capability of
implementation. The above ensure company’s survival
and profitability.
The market entry choices have been well discussed
by various researchers and there have been developed
many paradigms (Anderson and Gatignon, 1986; Chen
and Hu, 2002). Nevertheless, our analysis is based more
or less to the basic strategic choices that are apparent.
Brand attribute strategies
There is a framework telling the evolutionary progression in brand power strategies ranging from brand
homogeny to brand globalization (Agarwal, 1994). As
indicated, brand individuality refers to standards that are
invented from dissimilar sources, together with industries, governments, and shopper markets. However, to
the extent that a financial system is market-driven, brand
attributes should reflect the needs, wants, and interests
of consumers. Following we will discuss the various
choices of market entry that the company has.
Brand standardization strategy
Global tendency towards industrial transformation
and upgrading have induced a more tolerant approach
for thoughts and practices created elsewhere in the
world. This is more apparently true for trend-setting segments from modern cultures. The major challenge that a
brand standardization strategy has to come up with is to
create a single brand the core and general characteristics
of which are modified domestically, yet have global appeal (Osland et al, 2001).
Brand adaptation strategy
For many brands and companies the broader the
global reach the larger the number of local and nationwide differences they will encounter. As long as home
environments remain dissimilar from foreign cultures,
there will always be likelihood for the want to house foreign country requirements to product design (Hennart
and Larimo, 1988). As segments of the target market distinct in local market terms - “appear” in overseas
countries in escalating numbers, the home company
might be compelled to alter some brand design characteristics. These adaptations may result from exclusive
ecological, legal, and/or infrastructural assets that order
compulsory changes for organizations that need to do
business in these countries. These adaptations translate
into the adoption of new brand principles, which will
become constructive to the firm to the point it can apply
them to related environments somewhere else (Hunger
et al, 2003).
Brand globalization strategy
Some markets and organizations have reached almost every angle of the globe as part of their brand-line

The first one gathers marketing efforts on common
preferences of the target segments’ needs and behaviour
rather than variances. The second one, aims to identify
the characteristics of diverse consumer groups through
the use of marketing instruments directed at specific targets in order to create and implement a marketing approach and program that suits particular segments' needs
and expectations (Kotler et al., 1994 cited in Riege and
Perry, 2002, p1290-1305). \
The Advertising Theories
There has been a considerable debate about how
advertising works. The important is to accept that there
is not only one theory which explains how all advertising works because it has varied tasks. So, first we will
see the strong theory of advertising (Jones, 1991). The
strong theory has its base in the USA. A person passes
through the stages of awareness, interest, desire and action (AIDA). According to this theory, advertising can
increase people‘s knowledge and change their attitudes,
therefore it is capable of convincing people who had not
previously bought a brand to buy it. It is an alteration
theory of advertising: non- buyers are changing to forthcoming buyers.
On the other hand, we have the weak theory of advertising (Jones, 1991). The steps in this theory are
awareness, trial and reinforcement (ATR). This model
claims that advertising is not so much powerful influence on buying process. As Ehrenberg explains, “advertising can first arouse awareness and interest, nudge
some customers towards a doubting first trial purchase
and then provide some reinforcement and reassurance
after the first purchase. I see need for any strong AIDAlike Desire or Conviction before the first purchase is
made” (Ehrenberg, 1992).
When advertising meets culture many things
should be taken into consideration. Culture is the combination of traditions, values, taboos and basic attitudes
of the whole society in which an individual lives. Cultural differences have implications for the way in which
business is conducted. Consequently, it is necessary to
analyse the factors influencing consumer involvement
in the purchase decision making process, and to demonstrate an operational involvement model for advertising
abroad (Fox, 1974). Global advertising has four objectives that must fulfil when we have worldwide advertising: creating a brand while speaking with one voice, developing economies of scale, increasing local effectiveness of advertisements, and raising the company’s capability of implementation.
In brief, all the above, they should not be considered as alternatives, because they can shape an overall
strategy for advertising.
The Success of an Advertising Strategy
While a company tries to campaign its products, it
has to face many difficulties. These may be: the analysis
of the competitors and the creation of the competitive
38
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20. Kippenberger, T. (2000). Global economy possibly, but cultural diversity certainly. The antidote, 5(2).
21. Kokt, D. (2003). The impact of cultural diversity on
work team performance: a South-African perspective.
Team performance management: An international journal, 9(3/4). 22. Lee-Ross, D. (2005). Perceived job
characteristics and internal work motivation. An exploratory cross-cultural analysis of the motivational antecedents of hotel workers in Mauritius and Australia.
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26. Moore, S. (1999). Understanding and managing diversity among groups at work: key issues for organizational training and development. Journal of European
industrial training, 23(4/5). 27. Osland, G., Taylor, R.
and Ming, S. (2001), “Selecting International Modes of
Entry and Expansion”, Marketing Intelligence and Planning 19 (3), 153 - 161. 28. Riege, A. and Perry, C.
(2000), “National marketing strategies in international
travel and tourism”, European Journal of Marketing,
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growth procedure. For some of these companies, the
course has been opportunistic and chaotic (Evans,
2002). For most, the development involves the beginning of a “compromise product” which unites, in its basics, attribute-standards that are satisfactory to clientele
around the world. This companies focus on satisfying
the “global consumer” rather than the entity (e.g., local)
country-market customers (Chung and Enderwick,
2001). Unlike brand customization, companies using
this strategy would hardly contemplate “building from
scratch” anymore. Like brand standardization, they are
attracted in setting standards, excluding that their goal is
to relate a world average, not apply a local one. Once it
is determined what regular benefits (i.e., core attributes)
are communal by most people around the world in the
manufactured goods category, specific brands (with differentiated enlarged components) will be urbanized to
cater to country-market habits (Brooke, 1986).
Conclusion
In conclusion, cultural differences remain an important aspect of international advertising because cultural norms and beliefs are powerful forces that shape
people’s perceptions, dispositions and behaviours
(Markus and Kitayama, 1991).
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Франциско Ф. Р. Рамос, Коваленко Е., Коваленко С. Культурное различие и развитие международных фирм
В статье рассматривается влияние национальных культур на развитие международных фирм. Был
проведен критический анализ вклада научной литературы в эту сферу. Принимая во внимание основополагающую работу Хофстеде, можно сделать вывод, что из-за непрерывной глобализации и огромных социальных изменений, старые теории, такие
как работа Хофстеде (1984), не смогли найти своего
применения в современном обществе. Таким образом, эти научные работы следует постоянно обновлять и последующее исследование в этой сфере является необходимым.
Ключевые слова: рекламная стратегия, культурное различие, типология культурных изменений Хофстеде, международные фирмы, национальные
культуры.

Франциско Ф. Р. Рамос, Коваленко О., Коваленко С. Культурна різноманітність та розвиток
міжнародних фірм
У статті розглядається вплив національних
культур на розвиток міжнародних фірм. Було здійснено критичний огляд внеску наукової літератури у
цю сферу. Беручи до уваги основоположну роботу
Хофстеде, можна зробити висновок, що через невпинну/неперервну глобалізацію та надзвичайні соціальні зміни, старі теорії, такі як праця Хофстеде
(1984), не змогли би знайти свого застосування у сучасному суспільстві. Таким чином, ці наукові праці
слід постійно оновлювати та необхідним є подальше
дослідження у цій сфері.
Ключові слова: рекламна стратегія, культурна
різноманітність, типологія культурних змін Хофстеде, міжнародні фірми, національні культури.
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This article deals with the impact of national cultures on growth of international firms. It critically reviews the major contributions of the literature on this
field. Starting from the seminal work of Hofstede we
conclude that due to the continuous growth of globalization and the tremendous social changes, old theories
such as Hofstede’s (1984) study could not be fully applicable in today’s societies. Thus, these studies should
be continuously updated and the need for further research is mandatory in this field.
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ORGANIZATIONAL DEVELOPMENT OF AGRO-INDUSTRIAL COMPLEX ON BASIS
OF COOPERATION AND INTEGRATION
to this, organizational development of the agro-industrial sector is unstable to some extent.
Unresolved conflicts between economic agents of
the agriculture and industry constitute one of the reasons
for an insufficient pace of their economic growth. Cooperation and integration is an important mechanism for
eliminating these contradictions.
A special position is occupied by enterprises of the
food industry, which, in our opinion, constitute an integrational foundation for effective development of food
production. They perform basic functions of coordinating to establish sustainable and mutually beneficial economic, industrial and technological relations, to ensure
rational use of their capacity. They act as organizers and
integrators of complex productional and technological
processes of food production and satisfying requirements of the public in them. It allows to create a strong
export potential of the country and ensure an access to
the world food markets.
Analysis of the latest studies and publications.
To develop a full readiness of an organization to accept
changes, its management has to provide capacity for
such a perception in the very structure of an organization
and its administrative actions. This realization led to creation of the concept of organizational development in
the 1960s [1, p. 538]. As a result of its rapid evolution,
managements were able to achieve methods and procedures for system diagnosis, planning, implementation
and support of changes to improve efficiency of an organization.
According to O. Winnie [2, p. 367], subpurposes of
the organizational development include changes in
treatment of work, changing behaviour and stimulating
changes in the structure and policy. As R. L. Daft [3, p.
390] notes, organizational development is carried out at
the expense of adapting to changes in the external environment, skills to resolve emerging problems, improve
internal relations. According to M. Biro’s [4] views,

Problem statement. When development is discussed, what is meant is progressive development under
which qualitative changes in the system, including organizational ones, are positive. Objectively, according
to the criterion of novelty, this condition can be more
perfect or seem so. Development is associated with progress because it is a universal trend of the nature and
society evolution. It is in this sense that we can speak
about development as transition from the simple to complex, from lower to higher. However, everything is not
so good when what we discuss is not evolution in the
biological sense but individual development, ontogeny
of an organization as a system, particularly, the agro-industrial complex as a social and economic organization.
Development of the agro-industrial complex can be
not only progressive but regressive as well, when degradation, transition from the highest to the lowest, less perfect, occurs. The life cycle of an organization includes
both progressive (creation, growth, maturity) and regressive (recession, liquidation) development.
Both progress and regression have their opposites:
under the condition of rapid progress, it is possible to
lose sustainablity and caution; while under the condition
of regression, it is possible to prevent decline of certain
parts of the agro-industrial sector as an organization. In
this case, development appears to be the most vivid
manifestation of the dialectical law of unity and struggle
of opposites.
Any organization is between the desire for progress
and regressive standstills and retreats (caused by internal and external destructive barriers), between ongoing
work to organize itself and disorganizing circumstances
and routine.
Development of the agro-industrial sector is due to
instability, volatility, bifurcation. Instability contributes
to selection of the better. Progress and regress are
closely interrelated and constitute a dialectical unity.
There is no progress without regress and vice versa. Due
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ricultural enterprises promotes to shaping parity of economic relations between them, increasing production of
competitive food commodities. As a result, it allows to
obtain high economic performance by eliminating contradictions between economic entities.

basic objectives of the organizational development include: achieving the consistency between an organizational structure, processes, strategy, personnel and culture; developing and creating new organizational solutions; developing an ability of self- renovation and selfregeneration.
In particular, the monograph [5] is devoted to organizational development of agricultural enterprises.
Since enterprises of the agro-industrial complex are located mainly in rural areas, organizational development
of the economic subjects in this sphere of the economy
is inextricably linked to functioning of rural settlements
[6].
The aim of this article is to highlight the results of
the research of organizational development problems of
the agro-industrial complex of Ukraine on the cooperation and integration principles, which allows to improve
organizational and economic relations between enterprises of the agriculture and food industry.
Presentation of the baseline of the study. The
made analyses allow us to state that organizational development is:
- a planned long-term process aimed at setting
goals, organizing activities, motivation and control (and
adjustments if any are necessary);
- a process based on the system approach and connecting a potential of an enterprise with its technology,
structure and management;
- a process focused on solving problems of an organization by using various theories and scientific researches (including behaviorism);
- a process in which an organizational design is exercised, consultants are involved where it is appropriate;
- a training process that involves staff retraining
and is a means of formulating organizational culture.
In our opinion, development of an organization is
due to the following factors:
1) changes in the external environment;
2) transformation of an organization derived from
operation of market forces, change of characteristics of
the "input" of an organization, transition to a new organizational structure, new technology, changes in motivation of employees and others.
It has been established that development of an organization is based on the laws of ontogeny, composition and proportionality, self-preservation, competition,
economy of scale and transition to new scientific approaches and management principles (table 1).
Organizational development of the agro-industrial
complex of the economy is closely related with considering operation of the above examined laws, and
knowledge of them allows to select the most effective
ways to achieve the stated objectives.
Implementing organizational and integrational
fuctions by enterprises of the food industry is primarily
due to a higher level of industrialization of production
processes. Integration of processing enterprises and ag-

Table 1
Fundamental laws on which organizational
development is based
Law
Essence of law
Law of on- Each material system tries to achieve
togeny (law the greatest total capacity while undevelopdergoing all or a part of stages of their
ment)
life cycle
Law of com- Each material system tries to save all
position and the necessary elements (a composiproportiontion) which are in a prescribed ratio
ality
and prescribed subordination (a proportionality) in its structure
Law of self- Each material system tries to save itpreservation self (to survive) and mobilizes its full
potential for this (source)
Law of com- The objective process of washing-out
petition
of organizations being unable to
maintain a competitive position in the
markets of goods and services
Sources: designed on the data [7, p. 36-37; 8, p. 27-35].

This is due to the following factors:
1) reduction of logistics costs for storage and transportation of agricultural commodities by reducing a distance of their transportation and a number of shipments;
2) a part of secondary raw materials (waste) obtained in the result of processing agricultural commodities may be used for feed purposes;
3) selection and implementation of advanced technologies is achieved (from the beginning of cultivation
of agricultural raw materials to the sale of products of
their processing);
4) there emerge conditions and opportunities for
creation and development of an economic mechanism of
managing inter-sectoral processes in the sphere of food
commodities production based on considering and balancing economic interests of all the participants of the
agro-industrial complex.
Domestic agricultural raw materials precessing industry mainly supplies the public with food. However,
outdated technological equipment of many processing
enterprises hinders development of deep product processing, expanding a range of commodities, their prepacking, packaging and others. There is a need for modernization and reconstruction of the existing material
and technical basis, transition to new food manufacturing technologies, use of marketing tools while studying
market needs, etc.
The problems of economic relations between agricultural producers and processors have not been solved
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- economic responsibility for the outcomes of joint
activities;
- a contract system of organizational and economic
relations between primary producers, processors and
trade;
- interconsistency and mutually beneficial economic relations between individual producers.
According to international and domestic experience, benefits of close-ended production associations,
including primary producers, processors and commercial enterprises, are obvious. Importantly, a joint stock
company forms its own stable raw material base. Enterprises-shareholders gain opportunities for ensuring production development and reducing production costs. An
income from activities of integrated companies will allow to increase a share of state revenues.
The economic interest of structural units making
up an association is primarily based on profits, which
they can obtain by improving a range and quality of the
final products, better use of resources. In an integrated
formation, profits consist of obligations to the state and
profits distributed throughout a chain of integrated production, taking into account contribution of each participant in the process to the final result. Each subject of an
integration should receive funds immediately after ending of a production cycle. Total profits incorporated in
all the kinds of prices should be calculated on a uniform
methodological basis for all the participants of an integrated unit.
At the same time, the following approaches to distribution of profits can be used:
a) in proportion to all costs incurred (costs of production and services);
b) in proportion to the value of main production assets and working capital, taking into account a speed of
rotation of each component of capital.
In our view, a regulatory cost value should be determined at an average of a group of enterprises belonging to an integrated unit. At the same time, it is necessary to avoid an undue overstating of production costs
related to organizational and technical shortcomings of
activities of integrated companies.
Economic organizations whose production costs
are lower than the standard value will have higher profits derived from the sale of the final result and its distribution among subjects of an integrated system. Conversely, agricultural enterprises having higher production costs will get less profit per unit of produced raw
materials and, therefore, per unit of production costs.
At processing enterprises, production costs should
also be determined on the standard basis taking into account a technology level, opportunities for mechanization and automation of production, loss prevention and
so on.
Under the conditions of integration, it is possible to
organize a processing industry on the give and take basis
when a manufacturer as an owner of the final output can

completely. This hinders an increase of high-quality,
safe food production. There is an urgent need to adjust
economic relations between agricultural and industrial
enterprises by addressing disparity in prices. It is difficult to ensure an increase of product competitiveness
without creating economic conditions for mutually beneficial cooperation of the agro-industrial complex transactors.
Due to better financial opportunities, processing
enterprices usually become integrators of the regional
agro-industrial complex. Each such company and producers of agricultural commodities constitute a primary
agro-industrial area of the regional agro-industrial complex.
A quantitative composition of agro-industrial areas
depends on their territorial location, production capacity, actual transport connection and other factors. Given
a location and size of primary areas, selection and breeding centers, breeding farms, enterprises manufacturing
animal feed may be formed. These and other units are
determined by a rational size and concentration of production of the respective kinds of commodities.
A few primary agricultural areas together with a selection and breeding center, breeding farms and enterprises manufacturing animal feed can form a secondary
agro-industrial area of the regional agro-industrial complex of a cluster type. They can include industrial enterprises manufacturing engineering tools. Their number is
predetermined with an available location, production capacity and consumer demand.
Regional agro-industrial complexes form the national agro-industrial complex. The national agro-industrial policy is implemented within its bounds that provides for development of agricultural production, its industrial processing, domestic and foreign food markets
and rural areas.
Organizational development of the agro-industrial
sector should include improvement of production relations based on cooperation and vertical integration of
agricultural and processing enterprises.
In our opinion, one of the options for integration is
a union of agricultural producers and processors on the
joint-stock basis. The following principles and approaches should be conditions for activities of such
agro-industrial units:
- a voluntary accession;
- preserving legal and economic independence of
enterprises and organizations that are part of an integrated formation and their ownership of the means of
production;
- common distribution of work caused by operation
of the law of work time economy;
- economic separation and appropriation of labour
division products by primary producers, processors and
trade;
- economic interest in development of integrated
production of a certain type of food;
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use it voluntarily. In this case, an agricultural producer
pays to an processing enterprise with raw materials or
money to compensate processing costs, refrigeration
processing services, production storage and other services at negotiated rates. They are set on the basis of actual costs for a prior month and standardized earnings.
In the agro-industrial sector, the following directions for improving industrial relations are appropriate
(fig. 1).
If there are sufficient quantities of raw materials, it
is expected to attract enterprises to participate in the
management of economic activities. Economically, it is
achieved by mutual penetration of capitals of enterprises
through an assignment of shares or joint establishment.
A balance of strategic interests is created in this way.

Shares of the authorized capital of enterprises of the
food industry and agriculture have to be equivalent or
have a certain imbalance depending on a regulation purpose.
This option is implemented if a processing plant
does not lack raw materials. Provided breakeven, such a
scheme allows to use advantages of specialization and
concentration of production. Even so, an enterprise loses
a certain part of profits due to selling raw materials but
not a finished product. However, practical implementation of this option of improvement of economic relations
in the food sector is problematic because shares belong
not to the company as a whole but to concrete shareholders and a mutual assignment of shares may be implemented only on a voluntary basis.

Directions of improving industrial relations in the regional agro-industrial complex

If there are sufficient
quantities of raw materials

Antitrust regulation is
balancing strategic interests of agricultural
enterprises
and regional processors- monopolists

If there are insufficient quantities
of raw materials

Creating agricultural associations
ultimately linked
to sources of economic resources

Cooperation of
agricultural and
processing enterprises

Creating integrated
enterprises with a
full cycle of
production of raw
materials and
finished products

Fig. 1. The main directions of improving industrial relations in the regional agro-industrial complex
has to purchase material resources on its own that contributes to transaction costs.
If there is such a scheme, providing material resources of agricultural enterprises is done in a larger
amount compared to cases when resources are purchased by enterprises for the same cost. Thus, a processing plant can supply resources to agricultural enterprises for a profit or with guaranteed covering turnover
costs and transaction costs.
Based on cooperation, enterprises of the food industry can attract credit resources from commercial
banks which are not available for individual agricultural
enterprises because of great production risks and absence of adequate liquidity as well as a small amount of
attracted loanable funds.
A processing enterprise has better conditions to attract a loan due to the following factors:
- more likely repayment because profitability of
processing enterprises exceeds a nominal interest on
loan. Given a real rate (a nominal rate minus inflation),
repayment can be guaranteed with high probability;

One of the main problems for many enterprises of
the food industry is a lack of raw resources. In such circumstances, cooperation of processing and agricultural
enterprises, establishment of vertically integrated structures, enterprises of a single technological cycle providing direct investment in the agriculture are appropriate.
Based on this, cooperation is an effective way to
improve economic relations in the agriculture. On the
basis of cooperation, tasks to provide enterprises of the
food industry with raw materials and agricultural enterprises – with material resources and investments can be
accomplished (fig. 2).
In this case, the main problem may be a division of
payment for products (raw materials) into money and
material (barter) components by agricultural enterprises.
If there is a lack of funds, the purpose of such balance
of payment is obvious - the money part has to be directed to remunerate for labour, given its significant impact on labour productivity. The second part can also be
paid in a money form. But on this occasion, an enterprise
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Material resources

Loans at a commercial bank

Large wholesale supplies with
payment of money at cut rates

Providing a processing enterprise
as a manager and guarantee of repayment

A processing enterprise
Payment to agricultural enterprises
for raw materials
Supplies of
raw
materials

Supplies of
secon-dary
production in
terms of an
offset

A material component:
supplies in larger quantities
compared to capabilities of
agricultural enterprises for
the same charge due to
discounts when purchasing

A monetary
component - not
less than costs of
a relevant
consignment of
raw materials

Distribution of
loan parts

Agricultural enterprises
Fig. 2. A model of cooperation of agricultural enterprises and enterprises of the food industry
ated on the basis of direct submission (if these are government enterprises), on the basis of a holding or other
forms of joint establishment (in the case of private enterprises). Such associations facilitate an access to credit
resources (as banks can also be their shareholders), as
well as to material resources (if an organization includes
enterprises of other sectors).

- availability of liquid assets that can be used as security;
- possibility of attracting large amounts of credit
resources.
In this case, a processing plant can be a manager of
loans for agricultural enterprises, monitoring effectiveness of their use and ensuring their repayment.
Due to cooperation, it is possible to supply secondary products, such as skim whole milk, to agricultural
enterprises in terms of an offset and using other forms
of mutually beneficial cooperation. The introduced
scheme of cooperation does not limit a number of participants and provides independence of a processing enterprise and agricultural enterprises.
In our opinion, an effective economic lever is not
raising prices but investing in specific projects to increase agricultural production. Investment projects in
the agro-industrial sector require effective management
of resources, for which vertically integrated organizations can be created. Depending on the scale of specific
projects and conditions, in particular, it is possible to establish two-stage integrated organizations (fig. 3).
In the presence of such an integration, enterprises
of the food industry and agricultural enterprises are on
an equal footing concerning subordination. It can be cre-
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Managing company

An enterprise of the
food industry

Agricultural
enterprises

Fig. 3. A scheme of a two-stage integrated
organization
To avoid excessive taxation, it is promising to create non-profit organizations where a partner association
is carried out on the technological, organizational and
economic basis. This scheme has the following features:
- using benefits of specialization and concentration
of production;
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Доведено доцільність організаційного розвитку
агропродовольчого комплексу економіки на засадах
кооперації та інтеграції. Це дозволяє удосконалити
організаційно-економічні зв’язки між підприємствами сільського господарства та харчової промисловості. Обґрунтовано два підходи: перший, що
ґрунтується на розвиненій сировинній базі; другий,
що обмежений недостатньою кількістю сільськогосподарської сировини. Сформована модель кооперації сільськогосподарських підприємств і підприємств харчової промисловості.
Ключові слова: організаційний розвиток, агропродовольчий комплекс, сільське господарство, харчова промисловість, кооперація, інтеграція.

- development of a common price policy in the interest of all participants;
- a possibility to get financial resources on favourable terms and attracting investments for agricultural enterprises;
- risk insurance (insurance companies will work
with such associations with greater pleasure due to reducing a probability of risk);
- solving social problems at lower cost.
However, in this version of integration, there is an
appropriate market gap between agricultural enterprises
and processing enterprises which leads to loss of income
in the agriculture. Agricultural and processing enterprises remain independent to a certain measure but at the
same time purchase and sale of agricultural raw materials for processing is not excluded.
Conclusions. Thus, the important areas of organizational development of the agro-industrial complex
are: firstly, antitrust regulation, cooperation and integration of agricultural production and its processing; secondly, creating a competitive environment that requires
attracting investments.

Иванов С. В., Перебийнос В. И., Олексенко
Л. В., Светличная А. В. Организационное развитие агропродовольственного комплекса на основе кооперации и интеграции
Доказана целесообразность организационного
развития агропродовольственного комплекса экономики на основе кооперации и интеграции. Это позволяет усовершенствовать организационно-экономические связи между предприятиями сельского хозяйства и пищевой промышленности. Обосновано
два подхода: первый, основанный на развитой сырьевой базе; второй, ограниченный нехваткой сельскохозяйственного сырья. Сформирована модель кооперации сельскохозяйственных предприятий и
предприятий пищевой промышленности.
Ключевые слова: организационное развитие, агропродовольственный комплекс, сельское хозяйство, пищевая промышленность, кооперация, интеграция.
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Ivanov S., Perebyynis V., Oleksenko L., Svitlychna A. Organizational development of agro-industrial complex on basis of cooperation and integration
Expediency of organizational development of the
agro-industrial complex of the economy on the principles of cooperation and integration has been proved.
This allows to improve organizational and economic relations between enterprises of the agriculture and food
industry. Two approaches have been grounded: the first
is based on the developed raw material basis; the second
is limited with a lack of agricultural raw materials. The
model of cooperation of agricultural enterprises and enterprises of the food industry has been formed.
Keywords: organizational development, agro-industrial complex, agriculture, food industry, cooperation, integration.
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REGIONAL ENERGY SECURITY (BASED ON POLISH EXPERIENCE)
position in the production of animals for slaughter 20.5% nationally. Participation in cattle production is
22.2% and 24.1% in pigs. In addition, the region produces the highest in Poland number of poultry chicken
and chicken eggs, which shares in the country amounts
to 27.7% sequentially and 33.1% [Yearbook of agriculture, GUS 2014]. A high percentage of arable land and
a large crop and animal production in the region provide
excellent conditions for the use of biomass energy. In
2013 around 123 228 agricultural holdings were located
in Wielkopolska [GUS 2014] More than 76% of them
are holdings of up to 10 hectares, so the small-area and
not the strongest economically ones. Only 0.93% of
farms were large holdings [Local Data Bank in 2014].
Wielkopolska Region has the largest number of cities in Poland. According to GUS data from 2013, 109
cities, representing 13.1% of all cities in the country are
located here. It is inhabited by a total of 1,920.1 thousand people or 8.23% of the urban population of the
country. The region's urbanization level measured by
the share of urban population in the total population of
the region is 55.5%. Compared to other provinces this
percentage is relatively low, as compared to the average
of the country, which has a value of about 60.6%. The
low level of urbanization of Wielkopolska comes from
the presence of small towns up to 20 thousand residents
on its territory. Average number of inhabitants is almost
17 616 people, one of the lowest rates compared to the
average of the country being placed at the level of 25
701 people [Area and population in territorial in 2013,
CSO 2013].
Greater settlement network creates a hierarchical
system, and its largest conurbation is Poznan. Due to the
significant role in the Polish settlement system and socio-economic contribution to the processes of development, the city gained the status of metropolitan center.
Its significant contribution to socio-economic and cultural life of the region is mostly due to the population
potential as well as the economic, and scientific ones.
This resort in conjunction with the district of Poznań
creates an area which is home to the most intense urbanization processes in the whole region. Poznan is therefore a key element of the spatial structure of Wielkopolska and together with functionally interdependent environment creates Poznań Metropolitan Area. This area is

Introduction
Wielkopolska Region is located in the centralwestern part of Poland. It is the second largest and third
most populated region with the area of 29 826.5 km2,
which represents 9.5% of the country. The greater part
of its area - about 65% consists of agricultural, then forests and forests with shrubs – 26.7%. Only 5.2% of its
area is built-up and urbanized land [as of 1.01. 2013 Statistical Office in Poznan].
The administrative structure of Wielkopolska
shape 35 districts, including 31 rural districts and 4 cities and towns: Poznan, Leszno, Kalisz and Konin. The
smallest administrative units are 226 municipalities, including 19 urban, 90 rural-urban and 117 rural. There
are 109 cities in the voivodship - the largest number in
Poland as well as 5456 rural municipalities. [Voivodeship. Subregions - the districts - the municipalities in
2013, the US in Poznan 2013].
Rural areas in Wielkopolska cover an area of 28
335 km2, which represents 95% of its surface. Rural settlement network consists of 3851 villages, 117 of them
are rural municipal centers. These areas have a population of 1531.5 thousand people representing 43.9% of
the total number of inhabitants of the province and 10%
of rural areas of the country [Greater 2013-2020 Rural
Renewal, Office of the Marshal of Wielkopolska 2013].
64% of rural population is of working age and the number of people working in the country is over 620 thousand. It remains at a similar level in recent years. The
vast potential of human resources in the region is a prerequisite for the development of new economic activities in rural areas, including renewable energy.
Farmers in Wielkopolska work on an area of about
1939.3 thousand ha of agricultural land, which accounts
for 65% of the whole province. In 2013, 1475.1 thousand ha was a sowing area. Nearly 1.23% of farmland in
Wielkopolska is occupied by orchards, and less than
14% by permanent meadows and pastures [GUS 2013].
In addition, farmers in the region carry the highest in
Poland agricultural production, occupying leading positions in crop production and livestock. They also excel
on the country level in the collection of cereals (15.5%
of the harvest in Poland), sugar beet (23%) and outdoor
vegetables (14.1%), whose acreage is significant on a
national scale. Greater agriculture also has a dominant
Економічний вісник Донбасу № 4(46), 2016
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considered the most important generator of growth for
the whole region, bringing together the largest part of
the development potential and providing the competitive potential of the region. Evidence of this are high
growth rate in economics, investments, science, technology, and social and cultural life [Report on the development and growth of the Wielkopolska region in 2010;
Wielkopolska Spatial Planning Office, 2011; Pająk,
Dahlke, Kvilinskyi, 2016].

1. The consumption of electricity and heat in the
Wielkopolska region in the years 2005-2013
The energy consumption of heat and electricity in
Wielkopolska is a derivative of many factors related to
local government, level of industrialization, population
of the region, its labor market and the processes urban
development. Total electricity consumption each year is
on average about 10.8 - 11 GWh. Detailed calculations
by industry is presented in Table 1.
Table 1

Consumption of electricity in Wielkopolska in 2013
zachodniopomorskie

wielkopolskie

warmińsko-mazurskie

świętokrzyskie

podkarpackie

mazowieckie

5559

3306

11644

12459

22970

4781

5065

2754

7229

25078

4590

3515

11287

5848

146390

138

46

77

3484

516

1955

550

164

67

213

2940

691

23

1240

642

14104

śląskie

podlaskie

lubuskie

pomorskie

7429

1359

opolskie

małopolskie

12874

lubelskie

Specification

łódzkie

dolnośląskie

Lp.

kujawsko-pomorskie

Province

Total

1

Total consumption

1.1

Own consumption in power plants and
thermal-electric power station (including
power plants of heating boilers)

1.2

Own consumption in heat plants

0

16

1.3

Mining and quarrying

2097

34

273

41

1218

328

13

38

51

32

17

3931

63

11

593

12

8754

1.4

Industry and construction

3368

3573

2378

1383

1951

4318

8297

1953

1849

790

2700

7390

1879

966

3289

1834

47918

1.5

Water supply, management of waste

292

130

70

63

143

215

389

54

79

69

146

488

50

97

206

141

2631

1.6

Transport

281

169

116

100

353

288

849

99

75

89

329

469

126

61

475

227

4104

1.7

Small final customers sector
Agriculture (only use for production
purpose, without consumption in
households of farmers)
Residential (with consumption in
households of farmers)

5462

3371

2659

1642

4479

6781

11444

2079

2838

1689

3809

9829

1772

2334

5457

2963

68607

103

79

70

41

96

114

243

58

55

49

92

153

35

87

207

57

1539

1.7.1
1.7.2
1.7.3

15

Others

15

16

14

23

8

9

19

16

31

9

23

28

31

272

2119

1435

1392

718

1906

2631

4587

810

1186

862

1774

3557

754

990

2567

1155

28442

3241

1858

1198

883

2477

4036

6615

1210

1597

777

1943

6119

982

1256

2684

1751

38626

Source: GUS: http://stat.gov.pl/download/gfx/portalinformacyjny/pl/defaultaktualnosci/5485/6/7/1/se_zuzycie_paliw_
nosnikow_energii2012.pdf [15.10.2014]/.

From the data in Table 1 the indication is that in the
region of Wielkopolska there is a significant on a national scale electricity consumption. (%) Especially
high percentage of the transport sector, agriculture, mining and quarrying. On the other hand quantity the biggest consumers of electricity and heat are industrial and
construction industries and households. Worth noting is

that in these sectors lie at the same time greatest opportunities to save energy and heat, thereby reducing the
amount of CO2 emissions.
The largest heating networks in Wielkopolska are
located in Poznań, Kalisz, Konin, Leszno and Pila. The
average annual heat sales are almost 21 262 TJ. in detail
is presented in table 2.
Table 2

Heat consumption in Wielkopolska comparing with other regions
podlaskie

pomorskie

śląskie

warmińsko-mazurskie

wielkopolskie

zachodniopomorskie

23592

43324

28556

9693

21717

33347

103860

17799

13164

11948

37218

45521

7455

12649

29405

22744

461994

Industry and construction

6853

31146

18815

4194

4901

19585

66525

13073

6011

4777

23019

15491

1948

4452

14257

11959

247005

1.1.1

in which of own production

4816

30447

18235

2657

3509

17036

61162

9523

4610

4341

21671

10727

1620

4243

10276

8429

213301

1.2

Transport

94

81

57

6

121

122

781

34

36

39

205

180

24

21

103

86

1989

1.3

Small final cus tomers s ector

16645

12096

9685

5494

16695

13641

36554

4692

7118

7132

13995

29850

5483

8176

15045

10700

213000

1.3.1

Agriculture

1.3.2

Residential

1.3.3

Others

małopolskie

łódzkie

lubuskie

lubelskie

dolnośląskie

świętokrzyskie

podkarpackie

Total consumption

1.1

Wys zczególnienie

mazowieckie

1.

Lp.

kujawsko-pomorskie

opolskie

Województwo

Kraj

402

–

–

–

191

86

–

–

69

242

–

–

–

10

–

–

1000

13485

10043

8040

4561

13702

11252

30347

3896

5851

5720

11617

24781

4551

6780

12490

8882

176000

2758

2054

1645

933

2802

2302

6207

796

1197

1169

2377

5069

931

1386

2556

1817

36000

Source: GUS 2014: Consumption of fuels and energy carriers in 2013, Warsaw, s. 13.

distribution network of stations 400/220/100 and
220/110 kV. The main energy producers in the region
include:
− Pątnów Power Stations Groups I and II Adamów – Konin SA (ZE PAK), having about 14%
share of the Polish electricity market and the second
largest domestic producer of electricity manufactured
from lignite. The total installed capacity of ZE PAK is

2. Power lines setup in Wielkopolska region
In the region of Wielkopolska national transmission grid system consists of the lines of 400, 220 and
110 kV, and of an extensive system of electric substations and transformers. These objects are important elements of the transmission network, they also allow for
transferring of the substantial power from the power
plant. The electricity in the region is transferred via a
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2,734 MW, which represents about 12% of national
power;
− Dalkia Poznań ZEC – electrical power and
heating stations Karolin and Garbary in Poznan; total
thermal energy produced amounts to 979 MW, electrical
one to 276 MW;
− Power Station Kalisz – Piwonice, generating
106 MW of thermal power and 7 MW of electric power,
O Energy Poznan, Zakład Elektrowni Wodnych Sp. z
o.o. – a team of 5 hydroelectric power stations on the
river Gwda (Podgaje, Jastrow, Ptusza, Dobrzyca,
Kosice) with a total power of about 30 MW [Wielkopolska Spatial Planning Office in Poznan in 2010].
Energy Infrastructure in region includes grid operated by three companies:
− PSE Zachód SA with its corporate seat in Warsaw (West Branch in Poznan) managing the high voltage electricity network of 400 kV and 220 kV;
− Grupa Energetyczna ENEA SA, managing
electricity network in the sub-regions of Pila, Poznan
and Leszno;

− Energetyka Kaliska SA, a Energa Group company managing electricity network in the area of Konin
and Kalisz subregions [Greater Regional Action Plan on
Sustainable Energy in the field of renewable energy
sources and energy efficiency, Marshal Office of
Wielkopolska, 2011].
The state of the region's energy infrastructure is unsatisfactory, both qualitatively and quantitatively, which
can lead to risks in the supply of energy and fuel. Especially medium and low voltage power lines indicate insufficient technical condition, mostly in rural areas [Executive Board of the Wielkopolska Region in 2014] requiring modernization and reconstruction. Further development of electricity transmission systems as well as
expansion and improvement of the functioning network
is necessary in order to increase energy security and reduce energy losses in transmission and distribution. Priority in the development of renewable energy sources is
also building a smart energy networks to enable reception of energy from microgeneration and development
of electricity prosumption (Smart Gird) [Wind energy in
Poland, TPAHorwath 2013].
Table 3

Power lines setup in Wielkopolska region between 2015 and 2013
Installed capacity of electricity and heat [kW]
2005
The meter for
Wielkopolska
region
Population
numer in
Wielkopolska
The meter per
capita in
Wielkopolska
The meter for
Poland
Population
numer in
Poland
The meter per
capita in
Poland

2006

2007

2008

2009

2010

2011

2012

2013

3 091 400

3 085 700

3 082 000

2 908 800

2 858 000

3 035 200

3 057 600

3 101 900

3 270 100

3 372 417

3 378 502

3 386 882

3 397 617

3 408 281

3 446 745

3 455 477

3 462 196

3 467 016

0,9167

0,9133

0,91

0,8561

0,8385

0,8806

0,8849

0,8959

0,9432

35 404 900 35 714 700 35 844 800 35 596 400 35 762 300 36 058 200 37 595 200 38 203 400 38 654 100
38 157 055 38 125 479 38 115 641 38 135 876 38 167 329 38 529 866 38 538 447 38 533 299 38 494 659

0,9279

0,9368

0,9404

0,9334

0,937

0,9359

0,9755

0,9914

1,0041

Source: Own work on the basis of the data of GUS [Central Statistical Office]; http://stat.gov.pl/bdl/app/dane_podgrup.
display?p_id=630013&p_token=0.39684295025654137.

A Table 3 content analysis shows that the installed
capacity of electricity generation and heat is increasing
in recent years. For the Wielkopolska meter for specified period increased by 178 700,00 kW, while for Poland by 3 249 200,00 kW. Increase of power in the region grew by 5.78% while in the country by as much as
9.17%. A significant decrease in the total installed capacity between 2007 and 2008, which amounted to almost 173 200kW is also worth mentioning. Another
positive phenomenon associated with economic development is the fact that in the years 2005-2013 the meter
per capita both in Wielkopolska and in the country was

Економічний вісник Донбасу № 4(46), 2016

consequently growing. In the Wielkopolska region it increased from 0.9167 to 0.9432 kW kW per capita. The
same dynamics is observed in Poland, where the meter
of 0.9279 kW per capita in 2005 rose to 1.0041 kW in
2013. The growth rate of the test meter stand-alone basis
for Wielkopolska amounted to 2.89% and 8.21% for the
Polish.
Period between 2005 and 2013 shows the increase
in investment in renewable energy. While in 2005 the
rate in Poland per capita amounted to 0.1008 MWh in
Wielkopolska it reached 0.0268 MWh size in 2013. The
table 5 presents detailed power from RES as of March
31, 2014.
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Table 4
Electricity production from renewable in Wielkopolsce region between 2015 and 2013 (MWh)
Electricity production from renewables [MWh]
2005

2006

2007

2008

2009

2010

2011

2012

2013

The meter for
Wielkopolska
region

90 400

136 000

314 900

513 800

586 400

927 600

1 009 500

1 319 300

1 280 600

Population
numer in
Wielkopolska

3 372 417

3 378 502

3 386 882

3 397 617

3 408 281

3 446 745

3 455 477

3 462 196

3 467 016

The meter per
capita in
Wielkopolska

0,0268

0,0403

0,093

0,1512

0,1721

0,2691

0,2921

0,3811

0,3694

3 847 300

4 291 200

5 429 300

6 606 000

The meter for
Poland
Population
numer in
Poland
The meter per
capita in
Poland

8 678 700 10 888 800 13 136 900 16 878 900 17 066 600

38 157 055 38 125 479 38 115 641 38 135 876 38 167 329 38 529 866 38 538 447 38 533 299 38 494 659

0,1008

0,1126

0,1424

0,1732

0,2274

0,2826

0,3409

0,438

0,4433

Source: Own work on the basis of the data of GUS [Central Statistical Office]; http://stat.gov.pl/bdl/ app/dane_podgrup.display?p_id=630013&p_token=0.39684295025654137.

Table 5
Types and capacity of the RES installation in Wielkopolska region (state as 31.03.2014)
Type of installation
Producing biogas from wastewater treatment plants
Producing from the agricultural biogas
Producing from landfill biogas
Producing from biogas of agricultural, forestry and garden residues
Producing from mixed biomass
Producing from solar radiation
Wind plants on land
Run-of-the-river hydroelectricity < 0,3 MW
Run-of-the-river hydroelectricity < 1 MW
Run-of-the-river hydroelectricity < 5 MW
Executing co-firing technology (fossil fuels i biomass)
Total

Number
of installation
7
5
10
1
3
2
137
25
3
5
3
201

Power [MW]
5,877
4,985
6,062
1,862
119,5
50
441,64
1,774
1,32
8,69
0
591 760

Source: Renewable Energy Map, URE.

Installed capacity in the Wielkopolska region affects the energy economy of local government units.
Taking into account market values such as demand and
supply, its detailed development is presented on the
fig. 1.
Wielkopolska has favorable conditions for the development of the energy sector. The updated strategy for
development of the region by 2020, a document adopted
in 2012 by the Board of the Wielkopolska Region as a
basis for territorial contract determines its development
potentials. It includes the strategic objective of "Better
management of energy", among others:
− Optimization of energy management (operational objective 3.1);

− Development production and use of alternative
energy sources (operational objective 3.2);
− Improving the region's energy security (operational objective 3.3).
To others, significant in terms of renewable energy
strategic objectives should be improving the environment and the rational management of natural resources
(strategic objective 2), including, among others, operational objectives: protection of forest resources and their
rational use, reduction of emissions of substances into
the atmosphere, protection of water resources and an increase in flood security, or promotion of ecological habits. These objectives constitute evidence of RES in the
region of Wielkopolska, others – causing certain limitations in this sectors’ expansion.
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Fig. 1. Energy management in local government.
Source: Gospodarowanie energią … op. cit. , s. 88.

While the Regional Operational Programme for
2014-2020, is a document – "strategy for the operational
programme's contribution to the Union strategy for
smart, sustainable and inclusive growth", referring to the
ongoing climate and energy strategy directly. It indicates the priority axis "3 Energy". Almost 352.2 million
has been allocated to its support from the European Regional Development Fund, it represents 14,39% share in
total support of the program. Priority Energy axis, covers the thematic objective "CT4. supporting the transition to low-carbon economy in all sectors ", which consists of the following investment priorities with specific
objectives assigned to them:
4.1 Support the creation and distribution of energy
from renewable sources – Increase the share of renewable energy in energy consumption;
4.2 Promote energy efficiency and use of renewable energy sources in enterprises – Reducing energy intensity of the economy;
4.3 Promoting energy efficiency, intelligent power
management and the use of renewable energy sources in
public infrastructures, including public buildings and
housing sector -Reduce energy intensity of the residential and public sectors;
4.4 Promote low-carbon strategies for all areas
types of territories, in particular urban areas, including
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the promotion of sustainable multimodal urban mobility
and adaptation measures to mitigate the impact of climate change – reducing greenhouse gas emissions
[Board of the Region of Wielkopolska 2014].
It is worth noting that ENEA SA as a modern energy group will spend in 2014-2020 almost 20 billion zł
for investments, including 4.5 billion for investments in
"green energy", which should further increase by 1.9
GW of generation capacity. The prospect of the development of renewable energy sources by the year 2025 is
shown in table 6.
The role of the region in the development of energy
potential cannot be underestimated. There are both planning issues, the provision of administrative decisions as
well as financial support. ENEA Operator with its stable
network expandability also participates in this process.
Annually, it provides more than 17 million MWh of
electricity to nearly 2.5 million customers in an area of
over 58 thousand. km2. Infrastructure of the company
consists of 111 thousand. km of power lines, including
4 600 km of high voltage 110 kV lines, 36 thousand distribution transformer stations, including 228 stations of
110 kV / MV - the main feeding points. Geographically,
this is an area of 6 regions consisting of 353 municipalities.
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Table 6
Prospective amount of energy produced from renewable sources by 2025
Microgeneration of installed capacity below 40 kW
Name of source
of energy
Sun energy
Wind
Biomass
Water
Geothermal

The electricity
Number of hours
Energy produced The estimated
produced during
of operation of
Installed capacity during the year number of units
the year in total
the plant durng
in the study area
[MWh]
[MWh]
the year [h]
1 500
2 700
7 500
7 200
3 800

10
3
20
10
10

15
8,1
150
72
38

400
30
20
100
50
600

6 000,00
243,00
3 000,00
7 200,00
1 900,00
18 343,00

Large plants with installed capacity exceeding 40 kW
Name of source
of energy
Sun energy
Wind
Biomass

Number of hours
The electricity
Energy produced The estimated
of operation of
produced during
Installed capacity during the year number of units
the plant durng
the year in total
[MWh]
in the study area
the year [h]
[MWh]
1 500
2 700
7 500

1000
1000
500

1500
2700
3750

35
52 500,00
5
13 500,00
8
30 000,00
48
96 000,00
Source: Biuro Inżynierskie Automatyki, Alternatywne źródła energii dla rodziny, reklamy firmy, 2015, http://www.biuroinżynierski. com/turbina%20wiatrowa.html.

of households rank among the regions of Wielkopolska
in in detail is shown in fig. 4.
Also, economic infrastructure has a significant impact on the investment process. Taking into account
such indicators as density of business environment institutions, the number of fairs and exhibitions, the presence
of research centers and functioning of special economic
zones, you will notice that in Wielkopolska is at a satisfactory level. Analyzing further the existence of special
economic zones and the use of highly advanced technology and cooperation with R & D centers, this region deserves to be innovative every detail with respect to other
provinces is shown in fig. 5.
Summary
Intelligent Energy - Europe Programme (IEE), it is
one of the main specific programs and the Framework
Programme is an instrument for the implementation of
the energy policy of the European Commission. The
program aims to increase energy efficiency and use of
renewable energy sources. It contributes to ensure sustainable, competitive and secure energy for Europe.
Subsidized projects may be aimed at the promotion
and dissemination as well as projects for the dissemination of best techniques, processes, products and practices.
The main objectives of the IEE program are:
1) improving energy efficiency and the rational
use of energy resources;

3. Impact of installed power capacity on the investment attractiveness and development of Wielkopolska
Taking into account the reports Research on the
market economy and presented in them conditions for
investment attractiveness of Wielkopolska Region stays
at the forefront of Polish regions. In the years 2010-2014
Wielkopolska was regarded as a region of above-average attractiveness. The strengths of the area are the resources and labor costs, activity towards investors and
the availability of transport. Details are presented in a
fig. 2.
Also, resources and labor costs in Wielkopolska
are at a high quality level. From 2010, the region ranks
third in the ranking, ranking behind provinces: Śląskie
and Małopolska. This position is influenced by, among
other things: the number of workers, vacancies, the percentage of unemployed, wages and the influx of graduates of secondary schools and universities. Detailed
specification of market needs demonstrates in detail
fig. 3.
Among the determinants of investment attractiveness stands out the market capacity, which means the
possibility of selling goods and services by a potential
investor in the region. This allows for faster return on
investment, reducing the final cost of goods through a
reduction in transport costs. Parameters such as the size
of the market, business investment spending and wealth
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2) promoting new and renewable energy sources
and supporting the diversification of energy sources;
1
0,8

3) promoting energy efficiency and the use of new
and renewable energy sources in transport.

The assessment of voivodships with respect to investment
attractiveness

0,6
0,4
0,2

2010

0

2011

-0,2

2012
2013

-0,4

2014

-0,6
-0,8

Fig. 2. The assessment of voivodships with respect to investment attractiveness
Source: Own work on the basis of Institute for Market Economics reports for the specified periods.

1,4
1,2

The assessment of voivodships with respect to labour cost and
resources

1
0,8
0,6
2010

0,4

2011

0,2

2012
0

2013

-0,2

2014

-0,4
-0,6

Fig. 3. The assessment of voivodships with respect to labour cost and resources
Source: Own work on the basis of Institute for Market Economics reports for the specified periods.

Економічний вісник Донбасу № 4(46), 2016

53

K. Pajak, O. Kvilinskyi, O. Fasiecka
2,2
2
1,8
1,6
1,4
1,2
1
0,8
0,6
0,4
0,2
0
-0,2
-0,4
-0,6
-0,8
-1
-1,2

The assessment of voivodships with respect to market
absorption capacity

2010
2011
2012
2013
2014

Fig. 4. The assessment of voivodships with respect to market absorption capacity
Source: Own work on the basis of Institute for Market Economics reports for the specified periods.
1,6
1,2

The assessment of voivodships with respect to economic
infrastructure

0,8
0,4

2010
2011

0

2012
2013

-0,4

2014

-0,8

Fig. 5 The assessment of voivodships with respect to economic infrastructure
Source: Own work on the basis of Institute for Market Economics reports for the specified periods.

energy, heating and cooling and biofuels. Projects for
the promotion and dissemination as well as projects for
the dissemination of the best techniques, processes,
products and practices are projects which affect the most
effective way to change the mindset and habits of consumers of energy. This applies both to consumer collective and individual.

Projects are carried out within the following areas:
SAVE – energy efficiency projects and energy
sprending efficiency,
ALTENER – projects for the promotion of new and
renewable sources of energy,
STEER – energy-saving projects for transport,
Integrated actions.
Within these areas there can be distinguished issues:
construction industry, consumer products, renewable
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тичною безпекою країни / регіону, вирішення яких,
у свою чергу, є вагомим фактором у розвитку сучасної ринкової економіки. У даній статті на прикладі
Великопольського воєводства проведено аналіз ринку енергетичної потужності та викладено рекомендації щодо забезпечення регіональної енергетичної
безпеки в контексті перспектив розвитку енергетичного ринку.
Ключові слова: регіональна енергетична безпека, стратегічні енергетичні технології, ринок енергії, енергетичний баланс регіону, споживачі енергії, виробники енергії.
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Пайонк К., Квилинский А., Фащецка О. Региональная энергетическая безопасность (опыт
Польши)
Учитывая цивилизационные изменения двадцать первого века, мировая экономика становится на
путь низкоуглеродистого развития. Польша, являясь
членом международного сообщества, в том числе
Евросоюза, также движется в данном направлении,
соблюдая международные правила сохранения
энергии и поддержания стабильности климата.
Энергетический баланс и стратегии развития энергетических технологий все чаще проявляют и актуализируют проблемы, связанные с энергетической
безопасностью страны / региона, решение которых,
в свою очередь, является весомым фактором в развитии современной рыночной экономики. В данной
статье на примере Великопольского воеводства проведен анализ рынка энергетической мощности и изложены рекомендации относительно обеспечения
региональной энергетической безопасности в контексте перспектив развития энергетического рынка.
Ключевые слова: региональная энергетическая
безопасность, стратегические энергетические технологии, рынок энергии, энергетический баланс региона, потребители энергии, производители энергии.
Pajak K., Kvilinskyi O., Fasiecka O. Regional
Energy Security (Based on Polish Experience)
The global economy taking into account civilizational changes will be shifting in the twenty-first century
to low-carbon development path. Poland also is heading
in this direction, both as a member of the international
community and the European Union state abiding energy and climate regulations. Basing on energy balance
and strategic energy technology more and more often in
the country / region energy security issues power market
becomes visible. It shapes the conditions of market
economy and contributes to its development. Article refers to the Wielkopolska region and market analysis capacity installed here and the prospects for its development in the context of regional energy security.
Keywords: regional energy security, strategic energy technologies, market power, the balance of power
in the region, energy consumption, energy production.

Пайонк К., Квілінський А., Фащєцька О. Регіональна енергетична безпека (досвід Польщі)
З огляду на цивілізаційні зміни двадцять першого століття, світова економіка стає на шлях низьковуглецевого розвитку. Польща як член міжнародного співтовариства, в тому числі Євросоюзу, також
рухається в цьому напрямку, дотримуючись міжнародних правил збереження енергії і підтримки стабільності клімату. Енергетичний баланс та стратегії
розвитку енергетичних технологій все частіше виявляють і актуалізують проблеми, пов'язані з енерге-
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THE CONDITIONS OF THE WATER SECTOR IN POLAND
pean Union (from 10 to 25%), as well as the resources
from ecological funds (from 10 to 20%) and bank loans
(up to 10%).
The vast majority of Polish people, i.e. 88% of total
population in 2013, use the water supply network (See
more in GUS 2016, p. 473). The largest share of water
consumption belonged to the industry sector, accounting
for over three-quarters of total consumption. Konin has
the largest water consumption, being one of the main
lignite coal fields and having a complex of power plants.
The largest water consumption by households is in Warsaw, i.e. the city with a largest number of inhabitants
(over 1.7 million people). It shall be noted, however,
that water consumption decreased systematically in
2000-2013. This reduction in consumption results above
all from the fact that measuring devices (water meters)
were installed, less water was lost during distribution,
water prices increased, house water devices were modernised and the users began to show a saving approach
to water consumption.
Collective water supply is provided by water and
sewage service enterprises, the number of which is approximately 1800 in Poland. A comprehensive analysis
of this sector is extremely difficult, due to the lack of
detailed statistical data concerning all of these enterprises. Moreover, the sector of water and sewage services is very fragmented and consists of a number of
supply regions (local markets) on the area of one or
more gminas.

1. Introduction
Water is the main source of life for all organisms
on earth. According to the preamble of the EU Water
Framework Directive (2000/60/EC), “water in not a
commercial product like any other but, rather, a heritage
which must be protected, defended and treated as such”
[Cf. Arabska 2016, p. 16].
The aim of this article is to identify and assess
the conditions of the water sector in Poland. The author has used a comparative analysis, drawing on the
data of the OECD, Eurostat and national statistical offices. Furthermore, this work refers to and constitutes a
continuation of the author’s previous studies, including
those conducted within an international research project
FESSUD [Lis 2015, 2016].
Poland ranks among the countries with relatively
scarce water resources. The annual stock of freshwater
amounts to 1600 m3 per 1 inhabitant, while in most European countries this stock is approximately 5000 m3
per 1 inhabitant. Furthermore, surface water resources
in Poland are characterized by great temporal and territorial changeability. Consequently, there are temporary
surpluses and deficits of water in rivers. Storage reservoirs can compensate for this changeability only to
some degree, due to the fact that the total capacity of
these reservoirs does not exceed 6% of an annual volume of water drainage from the county area. The main
source of water supply is surface water. The water collected from rivers and lakes cover over 84% of needs.
Underground water resources are used primarily to supply the inhabitants with drinking water [See more in
GUS 2016, p. 33).
Between 2000-2012 there were substantial investments in the technical infrastructure connected with the
water sector. In that period, the water and sewage network was extended, obsolete and inefficient infrastructure was eliminated from use, new sewage treatment
plants were built and the existing ones were modernised,
devices used for the reduction of the pollutant load in
sewage were installed. In the years 2000-2012, the number of cities with sewage treatment plants increased by
102 from the level in 2000 (69% of total population had
access to sewage treatment plants). The water supply
network grew three fold in that period and amounted to
283 thousand km in 2012. It shall be noticed at this point
that such an investment scale would not be possible
without the financial support from gminas – the owners
of water and sewage service enterprises (from 15 to 30%
of the investment value), financial means from the
state’s budget (from 10 to 20%), funds from the Euro-

2. Characteristics of the water sector in Poland
In Poland, the roles of collective water supply and
collective sewage discharge, as well as other issues connected with water and sewage networks, belong to gminas. These services constitute gminas’ own tasks and are
part of municipal utilities management, which encompasses in particular public utilities tasks aiming at current and uninterrupted fulfilment of collective needs of
inhabitants by providing commonly available services.
A vast majority of gminas, the total number of
which amounts to 2479 in Poland, commission water
and sewage service enterprises to provide collective water supply. These enterprises, which have a very fragmented structure – over 1800 entities, play a monopolistic role in a given gmina or a few gminas together. They
operate as commercial companies and partnerships
(38%), budgetary establishments and auxiliary enterprises (30%), water companies (16%), natural persons
running business activities (13%) and other legal forms,
such as: civil law partnerships, state-owned enterprises,
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The differentiation of water prices is also influenced by considerable expenditures of some water service enterprises on the development and modernisation
of the water supply network in particular areas of the
country. In the areas where enterprises did not have to
carry out a costly extension of the network, the costs
were relatively low, and in turn the price for a m3 of water was low as well. According to Dorota Jakuta, the
President of “Wodociągi Polskie” Chamber of Commerce:
„Growths in prices result from using new infrastructure of high value compared to the previous one. In
accordance with the provisions of the “tariff” regulation, a price should also include risk. It is necessary for
future investments. Finishing the modernisation of water and sewage system and fulfilling the European water
purity norms – both the water we drink and the one that
flows out of the treatment plant – causes growths in
prices. Poland has a chance, thanks to the undertakings
it gives, to improve the quality of surface waters, and
especially those taken as sources of drinking water.”
[Jakuta 2014].
The water and sewage service sector in Poland is
characterised by generally low profitability, with maintained financial liquidity. Enterprises finance their activities primarily with their own capital. Foreign capital
is mainly the means obtained from the European Union
funds, with a relatively low share of commercial loans.
In general, the owners of water and sewage service enterprises (usually one gmina, less frequently a few gminas together) realise among all the goal associated with
providing the capacity to purchase water possibly to all
the recipients in a given gmina [Lis 2015]. The goals
connected with expanding the accessibility to the water
and sewage networks and with the protection of the natural environment seem to be realised, as long as they do
not disturb the realisation of the demand-related goal.
Furthermore, the role of the political factor shall also be
highlighted, which results from the fact that gminas
serve as owners in this sector.
Polish water service enterprises, despite a small
scale of their activities, improve the already high quality
of drinking water. Taking into consideration the requirements laid down in the Regulation of the Minister of
Health of 13 November 2015 on the quality of water for
human consumption (Journal of Laws of 201, item
1989), it shall be highlighted that 99% of the population
using the collective water supply, had an access to water
which was compatible with this regulation. By contrast,
in 2006 it was approximately 93% of the population
[Hudzik 2016, p. 22].

cooperatives (3%). Besides such a fragmented structure
of the water sector and a variety of legal forms of conducting activities in this area, there has been considerable improvement over the last two decades with regard
to the water and sewage networks infrastructure. In the
years 1989 – 2015, the water system network expanded
over three times, obsolete and inefficient facilities were
excluded from exploitation, new sewage treatment plans
were built and the existing ones were modernised, and
finally, devices for reducing the load of pollution in sewage were installed.
The majority of Polish people, almost 88% of total
population, use the water supply network [GUS 2016].
The largest share of water consumption belonged to the
industry sector, accounting for over three-quarters of total consumption. When it comes to particular towns and
cities, Konin – being one of the main lignite coal fields
and having a complex of power plants – has the largest
water consumption, whereas Warsaw - the city with a
largest number of inhabitants (over 1.7 million people)
– has the largest water consumption per household.
The development of the water and sewage network
infrastructure was possible owing to subsidies for the realisation of infrastructural investments under EU pre-accession and post-accession programmes (after May 1,
2004), with significant support from gminas, central authorities (Ministry of Environment, National Water
Management Authority) and the National Fund for Environmental Protection and Water Management.
Of key importance in the water sector is the process
of establishing tariffs for collective water supply and
collective sewage discharge. What causes highest
doubts in this process is a dual nature of gminas, being
both the owners and regulators (authorising tariffs) of
water service enterprises. An average gross price of water for households amounted to 4.12 PLN/ m3 (i.e. 0.93
euro, with an average NBP exchange rate of 30 December 2016 amounting to 4.4240 PLN/EUR) in a tariff for
2016, with a growing trend compared to previous years,
and a minimum price of 1.80 PLN/m3 (i.e. 0.41 euro)
and maximum price of 23.92 PLN/m3 (i.e. 5.41 euros)
[cena-wody.pl, 30.12.2016]. The price of water is very
diverse, incomparably more diverse than the price of
electricity or gas supply. According to Tadeusz
Rzepecki, the President of the Council of “Wodociągi
Polskie” Chamber of Commerce and President of Tarnowskie Wodociągi sp. z o.o.:
“the differences in water prices stem mainly from
the necessity to treat water. The cost of purifying abyssal water differs from that of surface water. The quality
of the former is also different; for example, the town of
Kielce is supplied with water which comes from limestone, which makes it practically ready for consumption,
whereas the city of Bydgoszcz, which takes water from
the Brda River, has to treat water due to substantial
quantities of iron and manganese”.
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3. Global conditions of the water sector in Poland
The needs connected with an access to water in the
contemporary world are likely to grow dynamically, especially in the regions of Southern and Northern Africa,
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Southern and Central Asia and Southern America. In developed countries, on the other hand, including the European Union countries, they are going to decrease dramatically [OECD Highlights 2012, p. 4]. Taking into
consideration these two divergent trends, the OECD
[2012] anticipates a growth in the global demand for water of 55% in 2050, in comparison to the year 2000.
Thus, some problems with drinking water will concern
approximately 40% of the world’s population.
The needs to have an access to fresh water are generated mainly by farming, energy production, consumption of households and industrial production. That is
why there are such discrepant trends in developing and
developed countries. When it comes to developing
countries, farming constitutes a crucial and relatively
low-efficient branch of the economy, with a considerable share of industrial production strengthened by
cheaper labour force. The other group of countries is
characterised by higher water consumption, which is
largely generated by energy producers in the process of
cooling [OECD 2012, pp. 208-209].
The matter of water quality around the world refers
to two groups of countries: the developing and developed ones. A problem in the first group is excessive exploitation of ground waters, pollution of surface and
ground waters by agriculture and unsewered waste [Report… 1987, OECD 2012, Water… 2016]. The other
group faces some problems associated with so-far unmonitored pollution (medicine, steroids, hormones, personal protective equipment, disinfectants, surfactants,
petrol additives) [Bochnia 2016, p. 23].
The main factors which have an influence on the
demand for fresh water and its quality from a global perspective may include: a) variables connected with human activity, b) variables connected with the environment. Among the key variables connected with human
activity there are the demographic factors1, urbanisation, increase in income and economic activity. In turn,
the main variables associated with the environment
might be climate changes, including an increase in temperatures around the world, and atmospheric phenomena, such as floods and droughts.
The subject matter of functioning of the water sector is one of the areas of sustainable development. It is
understood as a process of transformations which ensures fulfilling the needs of the contemporary generation
without diminishing the development chances for future
generations, in particular owing to the actions focused
on economic and social development, as well as in terms
of the environment [Raport… 1987]. The Sustainable
Development Goals have been included in the 2030
Agenda for Sustainable Development, passed on 25
September, 2015 in New York. The basis for this conception were the Millennium Sustainable Development
Goals, which had been partly realised by 2015.
1

The Sustainable Development Goal no. 6 is to ensure availability and sustainable management of water
and sanitation. Detailed tasks were formulated within
this goal, which the author have divided into three
groups. The first group is dominated by the tasks associated with the availability of the water system network
and those which indirectly touch upon the issue of the
capacity to purchase water by all citizens, and in particular, ensuring by 2030 common and equal access to safe
drinking water, obtaining by 2030 access to adequate
sanitation conditions for all people and increasing by
2030 the efficiency of water usage in all sectors, and significantly reducing the number of people suffering from
water deficiency. The second group concerns the issue
of water quality, and in particular improving by 2030 the
quality of drinking water by decreasing the level of pollution with chemical substances, decreasing by a half the
amount of untreated sewage and increasing the significance of recycling, as well as protecting and restoring
by 2020 the ecosystems connected with water. The third
group of tasks focuses above all on the management of
water resources, including implementing by 2030 integrated management of water resources on all levels, also
thanks to cross-border cooperation, expanding cooperation and building the ability of international support for
developing countries in terms of actions and programmes associated with water and sanitation, as well
as other related ones, including obtaining and desalinating water, water efficiency, sewage treatment, recycling
and technologies of water reuse, supporting and
strengthening the share of local communities in improving water and sanitation management.
4. Direct conditions of the water sector in Poland
Fresh water resources in a given country result
from its climate conditions, geomorphology, land use or
cross-border water inflows. In absolute values, France,
Germany and Sweden have the greatest resources of
drinking water, whereas Hungary, Bulgaria and the
Netherlands have the greatest cross-border inflows of
drinking water. Based on the estimates per 1 inhabitant,
the greatest resources of fresh water belong to Croatia,
Finland and Sweden (over 19000 m3 per inhabitant),
whereas the smallest resources of fresh water are found
in Malta, Cyprus, the Czech Republic and Poland (less
than 1700 m3 per inhabitant). The stock of fresh water
in Poland amounts to slightly more than 1600 m3 per inhabitant, while the median for the EU-28 states equals
6008 m3 per inhabitant. Additionally, the stock of surface waters in Poland is characterised by high temporal
and territorial changeability. Consequently, there occur
temporary surpluses and deficits of water in rivers. Storage reservoirs amortise this changeability only to some
degree. Their total capacity does not exceed 6% of the

The demand for water grows twice as fast as the population growth [OECD, 2012, p. 214].
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In Poland, similarly to the Czech Republic, Slovakia, Estonia, Latvia and Romania, the significant
backlog in the area of water infrastructure was caught
up for in the period of economic transformation. According to the author, a growth in the water system infrastructure in Poland is not as effective as in the case
of other countries which invest in water system infrastructure, in a sense that there occurs a very high
increase in the length of the water system network,
yet without a significant increase in the population
which has been connected to the network. The main
reason for the lack of effectiveness of this kind of investments is excessive fragmentation of residential
buildings on scarcely populated areas, including a mass
change of land specification in local development plans,
from agricultural functions to housing functions. Kowalewski et al. [2014] estimate that an average of 6-7% of
the country’s area included in local development plans
faced a change in its specification from agricultural to
non-agricultural. Excessively large areas were intended
for housing in local development plans, which many a
time exceeded several times the economic needs and
possibilities of gminas [Kowalewski et al., 2014]. They
made it possible to populate 62 million people across the
entire country, following the state at the end of 2012. In
a number of gminas, the studies of conditions and directions of spatial management and local spatial development plans allocate for construction the areas whose demographic absorbency exceeds even ten times the number of gmina’s inhabitants, causing spatial chaos and a
waste of space and capital [Kowalewski et al., 2014].
Consequently, there occurred a necessity to build new
water system networks, which increased insufficiently
the number of connections to the network for local communities. Furthermore, there is a political factor, which
results to some extent from the ownership structure of
water and sewage service enterprises.
Among the main reasons for such a considerable
drop in water consumption in the EU member states, but
also the differences in the conditions of water consumption, there is the price factor – tariffs which determine
water prices, and consequently shape the economical attitudes of households, demographic processes, transfers
of more intensive (in terms of resources) branches of industry outside Europe, reduction in water-consumption
of industry, more efficient use of water in the process of
cooling during energy production, reduction of losses in
water distribution, efficient farming techniques and installing measuring devices (water meters), modernisation of water devices in houses and flats.

capacity of an annual outflow of waters from the area of
the country. The main sources of water supply are surface waters. Water taken from rivers and lakes cover
over 84% of needs. Exploitative resources of subsoil
waters are used mainly to provide the inhabitants with
drinking water. The above data indicate clearly that
there is a need to manage water resources very carefully
in Poland, and to monitor and influence the key factors
shaping the demand for water.
The above-presented stock of drinking water in the
European Union member states shall be complemented
with the demand side. In the years 1990-2014 there occurred a considerable decrease in the consumption of
fresh water in m3 per inhabitant. The fresh water consumption median in m3 per inhabitant in the EU-28
states amounted to 511 m3 in 1990, while in 2013 it was
already only 226 m3. It means that there occurred a double decrease in water consumption within the period in
question. The largest reductions in water consumption
in m3 in the years 1990-2014 took place in Slovakia
(four times smaller water consumption), in the Czech
Republic and in Germany (two times smaller water consumption). In Poland, water consumption decreased
from 399 m3 per inhabitant in 1990 to 297 m3 in 2014.
In the structure of fresh water consumption in the
European Union member states, with a division into agriculture, industrial production, energy production and
publicly available distribution networks, a predominant
role is played by water consumption for the purpose of
energy production. It constitutes more than a half of
fresh water consumption. This water is used for cooling
in energy production processes. In Germany and the
Czech Republic about a quarter in the structure of fresh
water consumption is dedicated to industrial production,
whereas in Poland and Hungary it is only a few percent.
This result partly reflects diverse potential of industrial
production in specified countries and different technological advancement when it comes to energy production.
Annual water consumption in publicly available
distribution networks in m3 per inhabitant, irrespective
of the system – private or public, equalled in 2013 from
33 m3 per inhabitant in Malta to 159 m3 per inhabitant
in Italy. The median for the EU-28 states amounted to
76 m3 per inhabitant. In Poland this value was below the
median and amounted to 52 m3 per inhabitant. It means
that water consumption by publicly available distribution networks, i.e. by households, is in Poland clearly
optimised, which cannot be noticed in the case of energy
production.
The access of the population to public water distribution networks in the European Union countries is very
high, with the median amounting in 2013 to 96% for the
EU-28 member states. In Poland this index was much
below the average and equalled 88% in 2013, 85.8% in
2004, compared to 72% in 1990.
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5. The main challenges of the water sector in Poland
Water service enterprises are extremely fragmented in Poland. Most of them serve as owners of
small water system networks. The realisation of infrastructural investments by these enterprises is possible
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tation of single-family residential housing, which has a
very negative effect on the costs of functioning of water
service enterprises.
6. Summary
The aim of this article was to identify and assess
the conditions of the water sector in Poland. A large discrepancy has been noticed in water-related needs between developing and well-developed countries. These
needs ale likely to grown in the former group, whereas
in the latter – including Poland, they will gradually diminish until they reach a stability point. The decisions
concerning the consumption of fresh water must be carefully taken in Poland, since the country does not possess
large resources of fresh water. Unfortunately, the predominant role in the structure of water consumption is
played by energy production, which in Poland is based
on coal, and is very water-consuming at the same time.
Besides, the author has indicated that unreasonable spatial management in Poland has led to the problem of an
increase in the length of water system networks, with an
insufficient growth in the population’s access to these
networks. The Sustainable Development Goals formulated for the water sector, i.e. specified tasks which are
reflected in the European Union regulations and national
laws and regulations, will constitute a serious challenge
for the extremely fragmented water sector, which consists of water service enterprises, the majority of which
administer small distribution networks. Supporting the
operation of these enterprises with the EU funds, especially in terms of financing the water system infrastructure, will amortise the influence of the global and European trends and conditions. It is important for water service enterprises to take a maximum advantage of the period up to 2020 and improve their operational efficiency,
in particular by optimising possessed property, improving the quality of water, improving customer service,
and complying with the EU regulations in terms of risk
assessment. Only by fulfilling these conditions will it be
possible to reduce the process of consolidation, and subsequent privatisation of the water sector in Poland.

owing to direct or indirect funds from the European Union. In the face of the global trends associated with decreasing consumption of water in developed countries,
a necessity to expand the access of local communities to
water system infrastructure as well as very ambitious
goals and tasks specified in the conception of sustainable development, with considerable fragmentation of
residential development areas in Poland, the domestic
water sector faces a great challenge for further development.
New requirements will be put on water service enterprises, including domestic, European and international regulations associated among all with water quality, system security, reduction of odour inconveniences
and other negative external effects generated by the water sector. For instance, the European Committee
adopted, following the guidelines from the World
Health Organisation (WHO), Directive 2015/1787 of 6
October 2015 amending Council Directive 98/83/EC on
the quality of water intended for human consumption.
An important change introduced by this directive includes the possibility (not (yet) obligation) to draw up
Plans for Water Health Security (PBZW) [Hudzik 2016,
p. 22]. This document is said to encompass the assessment of threats for water supply systems, establishing
critical points, finding the weak points and gaps, conducting a risk analysis, as well as the elimination of the
threats. PBZW constitutes a strategic program of
changes in the area of the functioning of an enterprise
within the scope of self-improvement and an incessant
concern for water health security [Arabska 2016]. According to Agnieszka Arabska, the head of the Service
of Water Production and Sewage Treatment at Aquanet
Poznan [2016, p. 19]: ”changes do not concern so much
the processes themselves as they refer to the awareness
and mentality of the participants who are directly engaged in the process as well as all the employees of a
given enterprise, including the administrative employees and the management”.
In the face of a decreasing trend of water consumption in Poland, water service enterprises will have to improve their operational efficiency, in particular their organisational ability, efficient property management,
business expenditure optimisation, with secure management of accounting liquidity and improving the quality
of customer services [Cf. Deloitte 2016].
As a result of growing urbanisation, it is important
that organisations in the water sector have a strong influence on government and local authorities in terms of
correcting the system of spatial planning and in localising new industrial, service and housing investments. Of
key importance here are actions taken in order to reduce
the disruptions of the natural circulation of water, including abiding by the rules concerning the share of unhardened surfaces on investment areas, a larger share of
green areas, revitalisation of riverside areas [Lorek
2014]. Additionally, it is crucial to reduce the fragmen-
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воды в странах с развивающейся и развитой экономикой. Рассмотрена приоритетность вопросов наличия пресной воды и ее качества. Обосновано инвестирование проектов повышения качества пресной
воды для потребителей с точки зрения устойчивого
развития и оценки риска в сравнении с альтернативными подходами в решении рассматриваемых
проблем. Даны рекомендации относительно направлений развития водного сектора на примере
Польши, учитывающие интересы предприятий, работающих в секторе водообеспечения.
Ключевые слова: вода, водное хозяйство, водный сектор, предприятия водообеспечения, водоснабжение и канализация, условия развития сектора
водообеспечения.
Lis P. The Conditions of the Water Sector in Poland
The aim of this article was to identify and assess
the conditions of the water sector in Poland. The author
has distinguished global and direct conditions of the water sector. What has been emphasised among the global
conditions was a different structure and dynamics of water needs in developing countries and in developed
countries. It has been assumed that the global Sustainable Development Goals formulated in 2015 focus primarily on the issue of fresh water availability rather than
the issue of water quality. Nonetheless, the latter aspect
is reflected in the European Union water policy and in
state regulations. According to the author, adapting water service enterprises to more and more complicated
regulations, requiring increasingly large financial resources, will constitute a major threat for the development of the exceptionally fragmented water sector in Poland. This sector is made up of water service enterprises,
the majority of which administer small networks of distribution. This threat will be strengthened by a decreasing – in the long term – demand for fresh water, given
rather small water resources in Poland. Additionally, it
has been assessed that the pace of the growth of water
network infrastructure was faster than the pace of an increase in the access to the public water distribution network. The author has also highlighted the danger for the
water sector stemming from a scattered structure of residential developments, which came as a result of poor
land management. Apart from this, the author believes
that it is crucial to improve the operational efficiency of
the water sector, in particular by optimising possessed
property, improving water quality and customer services, as well as conforming to the EU regulations in
terms of risk assessment.
Keywords: water, water sector, water and sewage
service companies, water sector conditions.

Ліс П. Умови водного сектора в Польщі
У статті визначено та оцінено умови водного
сектора в Польщі. Проаналізовано глобальні та
прямі умови водного сектора в контексті розгляду
структури і динаміки споживання води в країнах з
економікою, що розвивається, і розвиненою економікою. Розглянуто пріоритетність питань наявності
прісної води та її якості. Обґрунтовано інвестування
проектів підвищення якості прісної води для споживачів з точки зору сталого розвитку та оцінки ризику
порівняно з альтернативними підходами у вирішенні розглянутих проблем. Дано рекомендації
щодо напрямків розвитку водного сектора на прикладі Польщі, що враховують інтереси підприємств,
що працюють в секторі водопостачання.
Ключові слова: вода, водне господарство, водний сектор, підприємства водопостачання, водопостачання і каналізація, умови розвитку сектора водозабезпечення.
Лис П. Условия водного сектора в Польше
В статье определены и оценены условия водного сектора в Польше. Проанализированы глобальные и прямые условия водного сектора в контексте
рассмотрения структуры и динамики потребления
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ANALYSIS OF THE STATE OF INTERNATIONALISATION OF SMALL
AND MEDIUM-SIZED ENTERPRISES IN POLAND
B. Wawrzyniak [3, p. 18] and J. Johanson and J.R.
Vahlne [4, p. 19-23], who defined the process as any activity undertaken outside the home country. With this
definition agrees the author of this study, expanding it
by understanding the process as any activity undertaken
abroad, but also within the country: with enterprises (entities) collaborating or cooperating with foreign companies [5, p. 24]. For J. Schumpeter this concept is associated with the characteristics of organizational innovativeness [6, p. 93], while for E.A. Dornberg internationalization is a statistical phenomenon [7, p. 93]. Internationalization is also widely treated by G. Gierszewska
and B. Wawrzyniak who describe it as an overall flow
of production factors between countries [3, p. 17-21]. In
some ways this is similar to the understanding of the definition as any activity undertaken in the framework of
international cooperation. N. Daszkiewicz is of the opinion that internationalization should not be associated
with globalization or export [8, pp. 14-15]. Relatively
common in Poland is the definition of the internationalization process according to the criteria of the OECD report, according to which international companies are
those that acquire at least 10% but less than 40% of production factors from abroad and at least 10% but less
than 40% of revenues from abroad [9]. This significantly reduces regarding many companies as international. Such an approach, however, does not preclude
the validity of naming the companies that do not meet
these criteria, but are cooperating with foreign countries,
as ones that are subject to a process of internationalization.
The pace of internationalization, according to
B. Nogalski, depends on the possession of advanced
technologies and the entrepreneurial managers with the
highest competence [10]. It is difficult to measure the
strength and degree of internationalization of the company. This requires the use of a number of quantitative
and qualitative indicators. J. Rymarczyk proposed several such indicators, to assist in the study of the intensity
of the process of internationalization [2, p. 24]:
• The number of supported foreign markets;
• The share of profits from abroad in total profit of
the company;
• The share of the book value of assets abroad in
the total assets of the company;
• The share of the company and its products in foreign markets;
• The scale of foreign direct investment;

Introduction. Small and medium businesses are
the backbone of the economy of each country. They are
responsible for generating more than half of gross domestic product and employ more than half of the total
number of employees. "The sector of small and medium-sized enterprises in Poland is a dominant force of
our economy and a source of growth, innovation, employment and social integration" [1, pp. 1- 9]. In such
circumstances, support for opening and running a business is the duty and responsibility of every country.
Nowadays it happens, unfortunately, that operating in
the formula of small and medium-sized enterprises is
not easy, because they must deal with many adversities
and barriers on the markets of the home country (unemployment, market saturation, legal barriers, and instability of economic systems, economic fluctuations, and
strong competition in the form of holding companies,
corporations and chains). This is the reason why many
companies in this sector look for opportunities outside
their own country. This paper analyzes the state of internationalization of enterprises in Poland. Analyses were
based on statistics and data contained in the reports of
the Polish Agency for Enterprise Development ( the test
results contained in these documents refer to the attempted assessment of the broad state of internationalization of Polish companies; the study, commissioned
by the Polish Agency for Enterprise Development, was
conducted on a sample of 4824 firms), the data published on the website of the Ministry of Economy in Poland, and the data from the Central Statistical Office.
The aim of this study is to analyze and present the
reality associated with the state of internationalization
of small and medium business, also desire to start a discussion on the state of internationalization in Eastern
Europe, particularly in Ukraine. The reason for writing
this article is the course of own path of scientific research related to the internationalization processes in
Poland and Ukraine. The author has been dealing with
this issue for several years, which was reflected in many
written articles and three monographs (co-authored).
The concept of internationalization. The issue of
internationalization of enterprises from the SME sector
is relatively young and dates back to the late nineties of
the twentieth century. Despite its not too distant history,
the concept has lived to see many definitions that have
origins in different fields and disciplines of science, and
diverse experiences of researchers who treat it as narrow
or broad. The internationalization was treated in a broad
sense by J. Rymarczyk [2, p. 19], G. Gierszewska,
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• The share of workers employed abroad in the
company's total employment.
The internationalization of companies in Poland- analysis of the current state. Estimates based on
sources of the Central Statistical Office (GUS) in Poland
and Final Reports of Polish Agency for Enterprise Development (PARP) show that only every fifth company
(21.4%) is linked cooperatively with foreign markets
[11, p. 10]. These data indicate that the estimated number of Polish internationalized companies is approx. 165
thousand. [12; 11, p. 10]. More than half of large companies (57.9%) operate internationally, but they represent only 1.1% of all companies that operate internationally in any form. The level of internationalization of
SMEs is 21,1%, indicating that companies do not make
sufficient use of the potential of international expansion
[11, p. 10].
The research conducted for PAED also shows that
Polish companies are primarily focused on simple forms
of links with foreign markets. Nine out of ten internationalized companies (92.2%) conduct either export
trade, accounting for 63.9% of all internationally active
and 13.7% of all enterprises, or import trade, which accounts for 63.2% of all internationally active and 13.5%
of all enterprises. Relatively rare are complex forms of
relationships in the process of internationalization of
Polish companies [11, p. 10].
On the other hand, contracts for sub-supplies are
conducted by 1.2% of enterprises, which represents
5.5% of all internationally active. Customers under contracts for sub-supplies almost double that number
(2.2%).
Contracts for the supply of outsourcing services are
conducted by less than 1.2% of the studied population
(5.5% of internationally active). Customers of outsourcing services represent less than 0.5% of respondents and
2.1% of the companies cooperating with foreign countries.
Another form, which is to provide a license (licensor) accounts only for 0.4% (1.7% internationally active
companies). Licensees are a little more and they represent 1.2% of the study population of Polish enterprises
(5.6% of all internationally active). The study commissioned by PARO has not identified companies cooperating with foreign partners within the framework of
franchise agreements, however management contracts
(the companies accepting management orders) represent
only 0.2% of the surveyed companies, the companies
contracting management - only 0.06%. The situation is
similar in the case of foreign direct investment (FDI),
for companies that make investments on their own outside the home country, account only for 0.6% (forming
subsidiaries - 0.54%, joint venture companies - 0.08%),
and among internationally active - 2.5% [11, p. 11].
The study, whose results were included in the analyzed report, concerned the plans in connection with the
foreign expansion of domestic entrepreneurs, not con-
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ducting business internationally so far. It turns out that
every tenth entrepreneur (10.2%) not conducting business internationally (7.9% of the total population of enterprises), plans in the coming years to go beyond the
borders of their home country. More than two-thirds of
companies in Poland (68.9%) does not conduct business
internationally and does not plan to do so in the coming
years [11, p. 11]. Noteworthy is the statistics showing
that on average over 40% of international companies
have operated on one or more foreign markets since
their inception.
Among the international companies planning further expansion there are mainly such sectors as transport
and storage industrial processing. This is a fairly low
percentage of companies with an initiative for further
expansion, but it seems that- taking into account the assumptions of the Europe 2020 Strategy, which emphasizes the reconstruction of the production potential - the
companies with broadly defined processing are facing
their biggest chance for internationalization as compared to other industries.
Considering the geographical areas and directions,
it can be seen that almost 80% of Polish exports take
place in the countries of the European Union, and the
most important partner for Polish international companies is Germany (over 30% of total exports). In second
place is the Czech Republic and the United Kingdom in
the third, but the export turnover with these countries is
much lower than with Germans. In this regard we can
still see a slightly positive growth. Serious customers are
also the countries directly adjacent to Poland (60% of
exports), while the countries of Central and Eastern Europe (Albania, Belarus, Moldova, Russia and Ukraine)
represent in this regard about 14%. Whereas 3.5% of
Polish exports reaches out to developing countries (Africa, Asia, South and Central America) and, unfortunately, a slightly negative growth can be seen here (in
2016 compared with 2015: from 9.0% to 8.2%) [13].
Detailed analysis of temporary data contained on
the pages of the Central Statistical Office, shows the
negative dynamics of the export (14th place) and import
status (21st place) with neighbouring Ukraine. In 2013,
the structure of exports was 2.8%, and in 2014 only
1.9%. The structure of imports decreased from 1.1% (in
2013) to 1.0% (in 2014) [13].
Given the rate of growth of Polish exports, the
analysis of the results contained in the Report on the
state of small and medium-sized enterprises in Poland in
the years 2013-2014 shows that it was one of the highest
in the European Union: 331% (2013 compared to 2000)
and "Poland reached the fifth, highest in the EU, value
of export growth, second only to Lithuania, Slovakia,
Latvia and Cyprus" with an average annual increase of
about 3% [14, p. 30].
Analysis of issues of Polish imports shows its
strong dependence on exports in relation to the general
situation prevailing in the European Union. The pace of
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change in imports is also affected by the so-called domestic demand, primarily investment. Import growth in
2013 amounted to 100.9%, compared to 98.8% in 2012
and 105.0% in 2011. The dynamics of imports of products to Poland in 2012 had the lowest value since 2003
(not counting the collapse in 2009, when imports fell by
one-sixth: 16.4%) [14, p. 30].
The CSO data shows that the average Polish exporter sold abroad in 2013 the goods worth 7.9 million

PLN (the average company in the SME sector - 2.5 million PLN) and exporter of services - the services worth
PLN 8.6 million (average SME company - 3.8 million
PLN) [15].
The trade between the countries with the highest
weight in the export and import in 2015 till October
2016 is presented in table 1.

Table 1
Foreign trade turnover by major countries Source: study based on CSO data [16]
Specification
I-X 2016
2015
2016
in m EUR
I-X 2015=100
I-X
EUR
Structure in %
EXPORT
1. Germany
2. Czech Republic
3. Great Britain
4. France
5. Italy
6. Holland
7. Sweden
8. Russia
9. Spain
10. Hungary
IMPORT
1. Germany
2. China
3. Russia
4. Italy
5. France
6. Holland
7. Czech Republic
8. the USA
9. Belgium
10. Great Britain

41220,6
9996,8
9934,7
8428,8
7348,7
6603,3
4359,6
4305,7
4105,1
4004,5

101,7
100,7
99,4
100,9
101,2
99,3
106,7
100,5
105,4
100,0

27,1
6,6
6,7
5,6
4,8
4,4
2,7
2,9
2,6
2,7

27,3
6,6
6,6
5,6
4,9
4,4
2,9
2,9
2,7
2,7

34497,3
17688,7
8545,9
7826,3
5765,7
5526,5
5277,8
4198,8
3914,4
3801,1

102,8
105,1
76,9
97,4
102,6
98,3
101,2
106,7
107,5
98,0

22,7
11,4
7,5
5,4
3,8
3,8
3,5
2,7
2,5
2,6

23,6
12,1
5,8
5,3
3,9
3,8
3,6
2,9
2,7
2,6

The use of support instruments – Analysis. In
the Final Report on the evaluation of export potential of
enterprises in Poland we can find information that in the
years 2012-2015 the public forms of support were used
by 7,6% of the enterprises operating internationally. In
detail, the public support for internationalization was
used by 6,2% micro-entrepreneurs, 16,7% small companies, 28,5% of medium-sized companies [11, p. 23]. It
is a very poor result.
Most often (in 66%), the company benefited from
financial support (among all companies benefiting from
support), which may include: grants for participation in
the business trade fairs (49.9%), grants for elaborating a
program for the development of exports (32,4%), reimbursement of costs of obtaining licenses, certificates and
attestations in the foreign market (24,0%), financing the
publication promoting activity (24.0%), subsidies to insurance contracts (24,0%). Information and promotion
support (fairs, shows, trade missions) was used by

31,4% of all companies benefiting from support. Among
the instruments of support, which benefited the companies, we can also mention: the inclusion of the offer in
the promotional activities of the community / region /
country, translation of documents, or placing information about the company in the media. Approximately
10.4% of the companies also benefited from the support
of consulting and training in the process of internationalization (general and specialized training, related to
conducting business activities outside the home country,
preparation of analyzes, verification of the credibility of
business partners abroad, assistance in negotiations with
partners, legal advice on taxes associated with international activity.
The reasons for the low use of instruments to support internationalization are no such need in the entrepreneurs. This opinion was expressed by as many as
49.2% of respondents (CATI). The next most commonly
cited reason for not using the support, is the lack of
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firm- A Model of Knowledge Development and Increasing Commitments, Journal of International Business
Studies 8, 1977, 19-23. 5. Glinkowska B., Kaczmarek
B. Zarządzanie międzynarodowe i internacjonalizacja
przedsiębiorstw. Teoria i praktyka, Wyd. UŁ, Łódź,
2016, s. 24. 6. Schumpeter J., Teoria rozwoju gospodarczego, PWN, Warszawa 1960, p. 93. 7. Dörnberg
E.A. Die Internationaisierung mittelständischer Industrieunter-nehmungen- Auswirkungen auf Organisations
struktur und Führungsstil, Gottingen, Vandenhoeck,
Ruprecht, 1982, p. 93. 8. Daszkiewicz N.
Internacjonalizacja małych i średnich przedsiębiorstw
we współczesnej gospodarce, wyd. II poprawione, Wyd.
SPG, Gdańsk 2004, pp. 14-15. 9. Globalisation and
small and medium enterprises, OECD, Paris 1997. 10.
Nogalski B., Daszkiewicz N. Internacjonalizacja
polskich małych i średnich przedsiębiorstw- przymus
czy swobodny wybór [in:] Strategie korporacji
działających w skali ponadnarodowej, Komitet Nauk
Organizacji i Zarządzania PAN, Tychy, 3-4 November
2005. 11. Raport końcowy. Ewaluacja potencjału
eksportowego przedsiębiorstw w Polsce. Warszawa
2014, p. 10 (Badanie współfinansowane ze środków
Europejskiego Funduszu Rozwoju Regionalnego) [in:]
https://badania.parp.gov.pl/images/ badania/ Ewaluacja
PotencjauEksportowegoPrzedsibio rstw. pdf [access on
02. 01. 2017], p. 10. 12. Działalność przedsiębiorstw
niefinansowych w 2013 r., GUS, 2014. 13. GUS,
Obroty handlu zagranicznego ogółem i według krajów
w okresie styczeń październik 2016 roku [in:]
http://stat.gov.pl/obszary-tematyczne/ceny-handel/ han
del/obroty-handlu-zagranicznego-ogolem-i-wedlug-kra
jow-ixii-2014-r-dane-wstepne,1,29.html [Access on.:
02. 01. 2017]. 14. Raport o stanie sektora małych i średnich przedsiębiorstw w Polsce w latach 2013–2014,
Wydanie I, Warszawa 2015, p. 30 (nakład 1000 egz.).
15. http://stat.gov.pl/obszary-tematyczne /ceny-handel/handel/obroty-handlu-zagranicznego-ogolem-i-wed
lug-krajow-ixii-2014-r-dane-wstepne,1,29.html [Access on 02. 01. 2017]. 16. http://stat.gov.pl/obszary-tematyczne/ceny-handel/handel/obroty-handlu-zagranicz
nego-ogolem-i-wedlug-krajow-w-okresie-styczen-pazd
ziernik-2016-roku,1,51.html [Access on 02. 01. 2017].
17. Zacharakis A., Entrepreneurial entry into foreign
markets: A transaction cost perspective, Entrepreneurship Theory and Practice, 1997, vol. 21, pp. 23–39.
18. Ibrahim A.B. Internationalization: motive and process, in: L.-P. Dana (ed.) Handbook of research on international entrepreneurship, E. Elgar (Cheltenham),
2004, pp. 129–136. 19. Mainela T., Puhakka V., Servais P. The concept of international opportunity in international entrepreneurship: A review and a research
agenda, International Journal of Management Reviews,
2014, vol. 16, no. 1, pp. 105–129.

knowledge of such support (28%). The following places
were: lack of faith in the effectiveness of support
(13.6%); lack of relevance to the needs (11,4%); lack of
trust in such forms (12.2%). Concern for the quality of
support obtainable was expressed by up to 37.2% of respondents [11, p. 23].
Conclusion. The conducted analysis of the state of
internationalization of Polish enterprises provide evidence that companies which operate internationally are
in a better financial condition than those that do not conduct such activities. There is also a correlation between
the tendency to internationalization and the "strength"
and the competitive position of the company. Stronger
companies more often go international than the weaker
ones, but also international companies are - as it was
stressed - more stable financially [11, pp. 10-190]. The
factor requiring strategic thinking of the Polish government is the directions of foreign expansion, because
there is a large area of possible international action for
Polish companies. Of course, we can enjoy the fact that
Polish companies export products to countries "demanding high quality" and they are not afraid of technical,
technological and quality confrontation, but on the other
hand, there is a potential of markets unused for the export by these firms. Long-term trend showing an increase in real export and import growth is a positive phenomenon, however, worrying is the low level of other
forms of internationalization of enterprises.
Enterprises rarely use the available forms of support from state institutions, the main reason of which is
insufficient knowledge on the subject and a general lack
of confidence in the quality and efficiency of obtainable
support.
Many researchers are of the opinion that internationalization is closely related to entrepreneurship of
managers and business owners. Many of them see international chances already at the planning stage of commencing business [17, pp. 23-39]. This attitude and
characteristics enable them to identify and assess market
opportunities (including foreign markets) and to use the
resources to implement the strategy of internationalization, regardless of the geographical location of the company [18, pp. 129-136]. Many researchers believe that
entrepreneurs focused on opportunities often go international [19, pp. 105-129].
References
1. Łapacz D. Udział małych i średnich przedsiębiorstw w wytwarzaniu PKB – Polska na tle Unii Europejskiej [in:] www.wspolczesnagospodarka.pl [Access on
31. 12. 2016]. 2. Rymarczyk J. Internacjonalizacja i
globalizacja przedsiębiorstwa, PWE S.A., Warszawa
2004, p. 19. 3. Gierszewska G., Wawrzyniak B.
Globalizacja. Wyzwania dla zarządzania strategi
cznego, Wyd. Poltext, Warszawa, p. 18. 4. Johanson J.,
Vahlne J.E. The Internationalization Process of the

Економічний вісник Донбасу № 4(46), 2016

65

B. Glinkowska
нии их международной экспансии; 6) исследованию
использования компаниями различных форм поддержки; 7) рассмотрению причин недостаточного
использования различных форм поддержки бизнеса
в осуществлении ним интернационализации. Автор
надеется, что эта статья сможет инициировать научную дискуссию по анализируемой проблеме с акцентом на Украину как особо важного партнера
Польши по осуществлению интернационализации.
Ключевые слова: интернационализация, зарубежная экспансия, сектор малого и среднего бизнеса, малые и средние предприятия, бизнес.

Глінківська Б. Аналіз інтернаціоналізації
малих і середніх підприємств у Польщі
У статті особливу увагу приділено таким аспектам: 1) висвітленню різних визначень процесу
інтернаціоналізації й обґрунтуванню свого власного
підходу; 2) аналізу рівня інтернаціоналізації польських компаній та їх форм; 3) дослідженню обсягів
експорту та імпорту польських підприємств в якості
домінуючих форм інтернаціоналізації; 4) розгляду
стратегічних партнерів польських компаній в експортно-імпортних відносинах; 5) аналізу державних
форм підтримки в Польщі компаній в здійсненні їх
міжнародної експансії; 6) дослідженню використання компаніями різних форм підтримки; 7) розгляду причин недостатнього використання різних
форм підтримки бізнесу в здійсненні ним інтернаціоналізації. Автор сподівається, що ця стаття зможе
ініціювати наукову дискусію з аналізованої проблеми з акцентом на Україну як особливо важливого
партнера Польщі щодо здійснення інтернаціоналізації.
Ключові слова: інтернаціоналізація, зарубіжна
експансія, сектор малого та середнього бізнесу, малі
та середні підприємства, бізнес.

Glinkowska B. Analysis of the State of Internationalisation of Small and Medium-Sized Enterprises in Poland
In the article special attention is focused on the following issues: 1) explanation of the issue of definitional
differences of the internationalization process, and
presentation of own approach; 2) analyses and presentation of the level of internationalization of Polish companies and their forms; 3) analyses and indication of the
level of exports and imports of Polish companies as
dominant forms of internationalization in Polish conditions; 4) analyses and identification of the main strategic partners of Polish companies in the area of exports
and imports; 5) analyses and presentation of forms of
support of state institutions in Poland for companies in
their international expansion; 6) analyses and presentation of the level of use by companies of various forms
of support; 7) analyses and explanation of reasons for
low use of various forms of business support on the way
to their internationalization. The author hopes to initiate
scientific discussions in this regard, with particular emphasis on Ukraine as "international partner".
Keywords: internationalisation, foreign expansion,
SME sector, small and medium enterprises, business

Глинковская Б. Анализ интернационализации малых и средних предприятий в Польше
В статье особое внимание уделено таким аспектам: 1) освещению различных определений процесса интернационализации и обоснованию своего
собственного подхода; 2) анализу уровня интернационализации польских компаний и их форм; 3) исследованию объемов экспорта и импорта польских
предприятий в качестве доминирующих форм интернационализации; 4) рассмотрению стратегических партнеров польских компаний в экспортно-импортных отношениях; 5) анализу государственных
форм поддержки в Польше компаний в осуществле-
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FEATURES OF EFFECTIVE CLUSTERING IN MINING REGIONS OF UKRAINE
research aimed at the development of the conceptual basis and elaboration of the effective mechanisms to stimulate regional economic growth, especially in mining areas in Ukraine, is extremely important.
The aim of the article is to analyze and to make
recommendations about some features of effective clustering in ukrainian mining regions.
The main part. Effective growth and development
of a region is a complex process that leads to solving the
problems of the population at the regional level, improvement in the living conditions of the inhabitants of
the region by balancing social, economic and environmental development that is based on the rational use of
all resource potential of the region, including geographical features of the region, and also features of the economy, infrastructure and industry of small cities belonging to the region.
We must emphasize that conditions are changing,
and problems of how to create conditions for effective
development of the region, enhance innovations, improve the structure of the regional economy and improve
competitiveness of products and services are becoming
increasingly important.
Modern society shows that the integration of the
Ukrainian economy into the global economic system is
not possible while ignoring the trend towards consolidation resulting in the appearance of cluster associations.
Foreign experience also proves that the cluster approach is the necessary condition not having alternatives
for a significant increase in competitiveness of countries
and their regions. The deepening global integration processes and worsening territorial competition necessitate
updating mechanisms to ensure the development of
Ukraine's regions, particularly through the cluster approach.
The cluster approach is a new view of the regional
economy, the essence of which is a combination of benefits of cooperation achieved by closely related economic agents located within a single area, which allows
the region to get economic benefits in one or more field
of business and industrial branches.
The problem of conceptual foundations for the formation of the spatial production clusters to encourage
the development of mining territories under social and
economic depression has special relevance to Ukraine
because, unlike the EU, there are no specific legal documents governing the formation, operation and liquidation of clusters in our country.
The analysis of conceptual approaches to defining
the essence and models of cluster and factors analysis of
regional economic development revealed that presently

Introduction. The present stage is meeting the development of Ukrainian regions regulated in accordance
with the relevant programs, legislative acts and new
state strategy elaborated for the regional development
up to 2020. The main objectives of the strategy defined
by public authorities in the long-run include economic
restructuring of Ukraine's regions. Especially, it concerns regions and industrial centers having excessively
concentrated heavy industry and suffering from environmental problems. Mining regions entirely meet all
the features of the regions expected to be restructured.
Thus, the main objective of the state regional economic policy of Ukraine is to increase the national
wealth through the efficient use of natural resources, labor, scientific and technical potential of the regions, as
well as the improvement in the system of their local interaction for achieving internal regional balance.
However, modern regional economies, especially
those of the mining regions, are functioning under the
growing social and economic differentiation of the economic situation and future prospects, industry fragmentation and instability of the state support, which certainly block the rapid achievement of the sustainable development countrywide.
Consequently, the future economic development of
Ukraine should be based on the conceptual changes in
the policy being elaborated and adopted for the effectively functioning regions, as integrated systems. The
development of regional economy should include signs
of continuous positive dynamics of general vector of the
regional development and strategic strengthening of regions in the short term.
Analysis of recent research and publications
based on the problem under consideration. The problems of productive forces distribution were discussed by
V.V. Kovalevsky, A.L. Mikhailyuk and V.F. Semenov
(13). Financial aspects of the regional development
were investigated by M. Kovalenko (6) and N.L. Krempova (7). The innovation infrastructure in the region was
the core issue highlighted in research циклі by Z.V. Herasymchuk (3) and N.T. Rud. The dynamics of the investment potential of regions was analyzed by
V. Lischuk (8) and the scientific rationale of regulating
the regional economy was presented in the works by
M.S. Pashkevych (10).
The course of the European Union to an active regionalization of the economy, that is shifting the emphasis and empowering regions in making decisions on spatial development, indicates that overcoming the crisis of
the productive forces development is the challenge of
not only national or local level, but the global one. Thus,
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to ensure high environmental, economic and social
standards in these regions.
Fifthly, we need to emphasize that as a rule, industrial clusters are integrative units of high energy and water consumption. These basic resources are to be supplied from the outside of the cluster, which, respectively, affect the level of total costs and have the dynamic of growth under conditions of global energy and
water deficit. At the same time, today there are no energy and water generating clusters – that is structures
with a closed energy and water cycles, which would operate independently in terms of vital resources and have
a certain level of resource and, consequently, production
autonomy. Thus, these clusters would have their own resource center and provide autonomy in energy and water
consumption.
Conclusions. All said above allowed the conclusion that the process of implementing the cluster mechanism for effective regional development is to be studied properly. Cluster structures represent spatial forms
of production organization focused on innovation and
regional development. Cluster development, as a factor
of activating the regional economic development, is a
characteristic feature of the current style of economic
management in the administrative territorial formations.
The world experience in economic clustering has
shown that it makes a decisive influence on the process
of strengthening competitiveness and fosters innovations. Presently emerging innovative economy is focused on the priority of cluster development which
proved to be one of the most effective production systems of the era of globalization. This is a new economic
phenomenon that allows us to face the onslaught of
global competition and properly comply with national
and regional development standards.
To deepen the understanding of the mechanism of
implementation and the effective implementation of
clusters in Ukraine, we should systematize the main factors of the regional economy development. However,
modern scientific basis for the establishment of effective
forms of cluster regional development and regional economic growth is not fully formed. Its implementation
needs to be improved especially for the mining regions
which have specific nature of mono industrial economy
and are in a condition of economic depression.
In order to improve the theoretical and methodological bases of the creation of spatial industrial cluster
forms for the optimization of the regional economy, especially in mining regions, we offered to consider the
factors of territorial organization of productive forces,
organizational culture, dynamic changes and the level of
economic agents’ integration.
Thus, the authors pointed out the need of creation
of new clusters for mining regions, taking into account
factors that are adaptive, dynamic and regulated in the
context of economic changes. It is these factors of the
regional development that are the levers for efficient
clustering, especially in mining regions having their in-

existing cluster models cannot be adopted to mining regions in Ukraine.
This is connected with the following reasons.
Firstly, in general, clusters are specialized and refer to a
specific branch. It means that they bring together businesses producing goods and services relating to a particular industry. However, the mining industry, which is
undergoing the slum stage of its life cycle, cannot be the
basis for creating specialized competitive clusters.
Secondly, under modern conditions, the effectively
functioning specialized cluster is supported by the established and well-adjusted system for supplying a wide
range of resources at the lowest cost - that is the cluster
is working due to the highly developed infrastructure
servicing industrial processes. However, a mine in
Ukraine is a separate industrial facility located on a large
territory without developed infrastructure and with limited set of available sufficient resources. Therefore, the
project of creating the cluster spatially located in the
mining region, as well as its further performing almost
from a zero starting point, require a huge amount of investments and make it virtually impossible to implement.
Thirdly, mining companies (independent mines)
are complex geological objects. Some of them principally cannot cease to function - that is to be closed, given
the need, for example, of mine water continuously to be
pumped. In fact, such mines have to be constantly working in the mode of water pumping facility to prevent
flooding of the surrounding areas. Also, underground
cavities of some mines contain methane gas. It hides the
threat of explosion and leads to the need of permanent
measures to ensure the ecological conditions of these regions at the minimum level.
Hence, these mines are constantly in need of significant financial resources for maintenance, which, respectively, is a financial burden for the state and local
budgets. At the same time, the potential cluster organized on the territory, will have to compensate the cost
of maintaining such mines through the allocation of a
certain percentage of its funds for these purposes. If the
amount of expenses necessary for the maintenance of
mines that cannot be abandoned exceeds the profitability of cluster operations, it could lead to no reduced costs
saved by companies working in regional clusters.
Fourthly, specialized industrial cluster usually requires highly qualified experts to be employed through
the creation of favorable labor climate, motivation system and appropriate and well-developed social infrastructure. For example, if you compare the Silicon Valley cluster having high internal standards of corporate
culture, team work behavior, social responsibility of
government and business and social infrastructure, with
possible clusters in the territory of mining regions being
areas of environmental, economic and social depression,
it becomes clear that it will be extremely difficult and
almost impossible to effectively implement the project
of establishing the specialized regional cluster expected
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витку цих регіонів має здійснюватися шляхом використання інструментарію кластеризації. На основі
аналізу визначення сутності та моделей кластерів
виявлено причини, за якими існуючі моделі кластерів не можуть бути використані для гірничодобувних регіонів України. Наголошено на необхідності
створення для гірничодобувних регіонів кластерів
нової форми із урахуванням факторів територіальної організації продуктивних сил, організаційної культури, динамічності змін та рівня інтеграції
суб’єктів господарської діяльності.
Ключові слова: гірничодобувний регіон, кластер, ефективність, розвиток.

dustrial characteristics. It will give impetus to the stabilization of the economic, social and environmental regional processes.
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Папиж Ю. С. Особенности эффективной
кластеризации горнодобывающих регионов
Украины
Горнодобывающие регионы имеют определенные особенности, которые в полной мере трансформируются в основу разработки стратегии обеспечения их гармоничного развития. Формирование методологических основ концепции восстановления и
обеспечения устойчивого развития этих регионов
должно осуществляться путем использования инструментария кластеризации. На основе анализа
определения сущности и моделей кластеров выявлены причины, по которым существующие модели
кластеров не могут быть использованы для горнодобывающих регионов Украины. Отмечена необходимость создания для горнодобывающих регионов
кластеров новой формы с учетом факторов территориальной организации производительных сил, организационной культуры, динамичности изменений и
уровня интеграции субъектов хозяйственной деятельности.
Ключевые слова: горнодобывающий регион,
кластер, эффективность, развитие.
Papizh Yu. Features of effective clustering in
mining regions of Ukraine
Mining regions have specific features that should
be fully integrated into the strategy ensuring their harmonious development. Methodological principles and
concepts for the recovery and sustainable development
of these regions should be elaborated by means of tools
for clustering. The analysis of the cluster concept and
patterns allowed identification of the reasons for not employing cluster models existing in various regions for
mining areas in Ukraine. The article stresses the necessity of creating specific clusters for mining regions that
will have new design given the factors of the spatial allocation of productive forces, organizational culture and
dynamic changes in the integration processes undertaken by economic agents.
Keywords: mining region, cluster, efficiency, development.

Папіж Ю. С. Особливості ефективної кластеризації гірничодобувних регіонів України
Гірничодобувні регіони мають певні особливості, які повною мірою трансформуються в основу
розробки стратегії забезпечення їх гармонійного
розвитку. Формування методологічних засад концепції відновлення та забезпечення сталого роз-
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STANDARD COSTING SYSTEM – A MANAGEMENT TOOL BY DEVIATIONS
 identifying the deviations from the current consumption rates and the accounts for additional costs;
 entering the changes in consumption rates in the
cost of goods manufactured.
When comparing the Standard Costing System and
the normative method the following differences are
identified:
First, compared to working out and applying the
normative cost, when working out the standard cost the
impact of the market is largely taken into account both
at the entry and at the exit of the enterprise seen as an
economic system.
Second, which is related to the above stated, when
working out standard prices there is multivariance according to the criteria used in setting them.
There are different types of standard prices:
 Theoretical standard cost. It is determined on the
basis of the best possible use of the production factors
in the enterprise. This is, so to speak, the ideal situation
that has to be reached.
 Standard cost. It is worked out taking into account the situation in the competitors’ enterprises. In
that price, market conditions are taken into account.
Prices thus worked out are not considered to always reflect the level of technical efficiency and to specify the
consumption rates.
 Historical standard cost. It is the cost, which the
enterprise has already achieved in previous reporting periods and is updated at the same time.
 Normal standard cost. It is calculated based on
forecasts in normal conditions of production.
 Standard cost. It is determined during inflation
and hyperinflation. In such periods it is difficult to cost
the quantitative parameters of production factors. Therefore, this cost is worked out taking into account that consumption rates as quantity are determined for normal operating conditions (as is with normal standard cost), or
on the basis of the best possible combination of production factors (theoretical standard cost). The prices applied to costing the consumption rates are those which
operate at the time of establishing the standard.
There are three types of standards used in the USA:
 average current standard cost, which corresponds
to the trends in the current situation;
 normal standard cost, which is determined by examining the internal technical conditions and the development of economy;

At present Standard Costing System is an effective
tool to manage costs. It is based on the principle of reporting and controlling costs within established norms
and standards and the deviations from them.
The method of determining costs normatively
emerged in the early 20th century in the United States.
Taylor, Emerson, etc. contributed to that by applying
standards to find out the best way of using labour and
materials.
The development of the theoretical foundations of
this method is associated with the name of Charles Harrison. Harrison’s idea of standard cost is expressed in
the following formulations:
 all incurred costs have to be referred and compared to standards;
 the deviations established in comparing actual
costs and standard costs have to be analyzed according
to causes.
Standard Costing System serves as an instrument
for controlling production costs. Based on the established standards it is possible to determine in advance
the amount of the expected production costs, to calculate
the unit cost with the aim of determining its selling price
and to predict expected revenues. The information on
the deviations is used for making operational management decisions.
The essence of the method is expressed by the
equation:
Actual cost = Standard cost ± Deviations
According to J. Bourdin (Bourdin, 1972, p. 97)
standard cost (standard price) is a special case of predetermined price. Pre-determined cost (price) manifests
itself in the form of:
 standard cost (price);
 budgeted cost;
 estimated cost.
Standard prices are worked out after a precise technical and economic analysis. These are prices relating to
a future period, calculated on the basis of a higher efficiency and hypotheses relating to market conditions
both at the entry and at the exit of the enterprise.
As already pointed out the normative method of reporting production costs and calculating the cost of
goods manufactured is used in a planned economy.
The principles on which the normative method is
built are:
 calculating the normative unit cost at the beginning of the reporting period;
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 ideal standard cost, which is consistent with the
best possible performance, stimulating the diligence and
efforts of staff at all levels.
According to IAS 2 Inventories, the content of the
standard cost is formed by “taking into account normal
levels of consumption of materials and supplies, labour,
efficiency and capacity. They are regularly reviewed
and, if necessary, revised in the light of current conditions” (International Financial Reporting Standards.
Part A, 2012, p. 576).
It should be noted that in countries that apply this
system there are no normative acts related to its normative regulation. There is no unified methodology for establishing the standards, either.
Cost planning in the Standard Costing System is
similar to engineering design, as costs must be closely
tied to technological processes. Currently in certain enterprises (Japan, etc.) the reverse situation is gaining
grounds – already during the stage of developing new
products (items) engineers set firm limits on the future
cost of the new product (Target Costing System).
In a market economy the prices of materials are
subjected to continuous fluctuations depending on supply and demand. Therefore, the standards for the materials are developed primarily taking into account the
prices prevailing at the time of their establishment.

The other possible approach is to use average
prices that are prevalent during the use of standards.
The average rates by technological operations are
used to standardize labour costs.
The standards for the cost of materials and wages
for the production staff are established for a single item.
In order to control the (fixed, indirect) costs, rates are
developed for the period, which comply with the quantity of output that will be produced. They are constant,
however, flexible standards are developed for this type
of costs in case of fluctuations in the volume of production.
The motivation for developing the standards and
their adoption must be taken into account. Standards
should be optimal, i.e. to motivate the staff to achieve
certain goals, neither too high and unattainable nor too
low and insufficiently mobilizing. Using standard cost
makes it possible to compare what is achieved with what
could be achieved.
The following model can be used in developing
standard cost:
Standard cost of a
product …

Date of the standard: ………

І. Direct materials
Technological operations

Components of the product

Quantity per unit

Standard unit cost

Cost centres
А B C

Total

1.
2.
…
n.

ІІ. Direct labour
Technological operations

Standard time (hours)

Standard rate

Cost centres
А B C

Total

1.
2.
…
n.

ІІІ. Indirect costs
Cost centres

Standard time (hours)

Standard costs (per hour)

Total

The main aim of the Standard Costing method is to
control the deviations, which helps to improve the cost
standards themselves.
Deviations from standards are mainly caused by:
 the quantitative factor (the quantity of goods
manufactured and the consumption rates);
 cost factors (prices of resources).
Global deviation is identified as the difference between the amount of the estimated cost (the product of
the projected quantity and the standard unit cost) and the

One of the most important moments in the application of Standard Costing System is the analysis of deviations from standard prices. It is namely this analysis
that differs significantly Standard Costing from the normative method.
In the normative method the primary reporting and
accounting for the deviations and variations from the
norms should be very well organized. The main aim of
the normative method is the establishment of the actual
cost.
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amount of the actual cost (the product of the quantity
actually produced and the actual unit cost). This deviation is examined in depth as a deviation which derives

from the quantity and as a deviation caused by the resource prices.
An attempt can be made to systematize the deviations in the following table (see Table 1):

Table 1
Types of deviations in the Standard Costing System
Type of deviation
Identifying the deviation
І. By materials
Deviation from the price of materials
(Standard unit cost – actual cost) Х quantity of materials
bought
Deviation from the quantity of the mate- (Standard quantity of materials – actual material consumprials used
tion) Х standard cost of materials
Total deviation of material consumption (Standard unit cost – actual consumption per unit of material) Х actual quantity of the materials used
ІІ. For labour
Deviation from the wage rate
(Standard hour rate – actual hour rate) Х actual hours
worked
Total deviation for labour costs
(Standard unit labour costs – actual unit labour costs) Х actual volume of output
ІІІ. For overhead costs
1. For variable costs
(Normative rate of variable unit costs – actual rate of variable overheads per unit) Х actual volume of output
2. For fixed costs
(Normative rate of fixed unit costs – actual rate of fixed
overheads per unit) Х actual volume of output
ІV. For gross profit
1. Deviation from the price
(Standard selling price per unit – actual selling price) Х actual volume of sales
Deviation from the volume of sales
(Projected sales volume – actual sales volume) Х standard
profit per unit
Total deviation for gross profit
Total standard profit – Total actual profit

1.
23.
1.
2.

2.
3.

Regarding fixed costs the deviation will depend
primarily on the work done, expressed in certain units of
measure – natural or labour. This can be expressed using
the following designations:
F – amount of fixed costs;
N – activity that normally can be performed, expressed in appropriate units of measure;
n – the actual work done, expressed in the same
units.
The deviation arising from the fixed costs in this
case can be presented as a dependence of the above indicators:
N −n
.
e=F
N
It can be expected, that deviations are often inconsistent.

Appropriate formulas should be used to analyze the
deviations.
Global deviation can be expressed in the following
way:
Е = Q X c P − Q X c r , where:
p

r

Е – global deviation;
Q – actual quantity;
r

Q

c
c

p

r
P

– planned quantity;
– actual unit cost;
– standard unit cost.

If еQ denotes the deviation arising from the quantity, and eV – the deviation from the price, then:
Е = eQ + eV , where:
eQ = Q X c P − Q X c p
p

Example:
In the company ‘Beta’ the standard cost of a basic
material used for the production of item ‘P’ is 14 000
BGN. It is worked out based on the following data:
projected quantity – 10 000 kg;
unit price – 1.40 BGN/kg
According to reporting data the actual quantity delivered is 11 000 kg, and the price is 1.20 BGN/kg.

r

eV = Q X c P − Q X c r
r

or

eQ =

eV =

(Q

r

p

)

− Q X c p = ΔQc
r

(c − c ) X Q = ΔQc
p

r

r

p

r
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Standard cost
Actual cost

= 10 000 Х 1.40 =
= 11 000 Х 1.20 =
Total deviation

14 000 BGN
13 200 BGN
+800 BGN

Total deviation = 2200 + (-1400) = +800 BGN.
The actually consumed quantity of materials has an
adverse effect, while the lower price works in the opposite direction.

Item ‘Р’ is manufactured with materials for 13 200
BGN instead of 14 000 BGN, which is economy for the
company.
This deviation is decomposed in the following
way:
 deviation, arising from the quantity
(10 000 – 11 000) Х 1.40 = - 1 400 BGN;
 deviation, arising from the changes in the price
of the material (1.40 – 1.20) Х 11 000 = + 2 200 BGN.
Standard labour costs
Actual cost

Example:
In the company ‘Alpha’ the standard labour costs
for the production of 1000 items of product ‘A’ is 450
hours. The rate per hour is 50 BGN.
According to reporting data 590 hours at 60 BGN
an hour are used for the production of the same quantity.

= 450 hours Х 50 BGN = 22 500 BGN
= 590 hours Х 60 BGN = 35 400 BGN
Total deviation
-12 900 BGN

Deviation, caused by the amount of the hours
spent → (450 - 590) Х 50 BGN = -7 000 BGN.
Deviation, caused by changes in the rate →
(50 – 60) Х 590 = -5 900 BGN.
When determining the standard costs for direct materials and direct labour two components must be taken
into account: price and quantity.

Determining the standard costs by centres is based
on:
 the volume of output of the centre;
 the productivity of the centre.
To predict the costs of a certain centre the so-called
flexible budgets technique has to be applied.
The flexible budget allows for predicting the costs
of the centre for the different levels of activity that can
be achieved.

Example:
The flexible budget of centre ‘А’ is made in the following way:
Work unit (hour)
2 000
2 250
2 500
3 000
% of normal activity
80
90
100
120
Variable costs
180 000 202 500 225 000 270 000
Fixed costs
150 000 150 000 150 000 150 000
Total standard costs 330 000 352 500 375 000 420 000
375000
S tan dard cos t per 1 hour =
= 150 BGN
2500
One hour is needed to produce 1 item. Under normal conditions, the centre produces 2 500 items and the
standard cost per 1 item = 1 hour x 150 BGN = 150
BGN.
In May 2 200 items were produced, for which 3 000
hours were spent. The amount of actual costs incurred
by the centre ‘A’ is 350 000 BGN.
Determining the standard cost for the actually manufactured items:
2 200 items Х 150 BGN = 330 000 BGN
Total deviation = 330 000 – 350 000 = 20 000
BGN, which is unfavourable, having the nature of overconsumption.
Global deviation is decomposed in the following
way:
а) budget deviation
According to the developed flexible budget, 420
000 BGN are needed for an activity for which 3000
hours are spent.
The deviation = 420 000 – 350 000 = 70 000 BGN,
which has the nature of economy (favourable).
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b) deviation due to the volume of activity
Knowing that the standard cost per hour is 150
BGN it can be calculated:
3 000 hours Х 150 BGN = 450 000 BGN
In the flexible budget the value of 3 000 hours is
420 000 BGN.
The deviation = 420 000 – 450 000 BGN = 30 000
BGN, which is favourable in nature. This deviation corresponds to 500 hours, in the case when the volume of
activities is 120 per hundred, or 3 000 hours.
в) the cause for the deviation is in the centre
productivity.
The deviation = 3000 hours Х 150 BGN – 2200
hours Х 150 BGN = 120 000 BGN, which is unfavourable.
It corresponds to 800 items of product ‘А’, which
are not manufactured (800 Х 150 = 120 000 BGN).
In conclusion the total deviation of 20 000 BGN
(unfavourable) is formed by:
 deviation on the budget – 70 000 favourable;
 deviation from the activities – 30 000 favourable;
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Симеонова Р. Системи Standard Costing – засіб для керування по відхиленнях
У сучасних умовах системи Standard costing
служать надійним інструментом контролю та управління виробничими витратами. У цій статті аналізуються теоретичні та практико-прикладні аспекти,
пов'язані з їх використанням. Розглянуто різні різновиди стандартної собівартості. Розроблена зразкова
модель для її застосування. Особлива увага приділяється відхиленням у системі Standard costing, які також були систематизовані залежно від їх природи.
Запропоновано формульний апарат для аналізу відхилень. Його застосування ілюструється відповідними прикладами. Зазначено призначення стандартної ціни і деякі труднощі, що стосуються їх використання.
Ключові слова: система Standard Costing, контроль, управління, виробництво, ціна, собівартість.

 deviation from productivity – 120 000 unfavourable.
The application of the Standard Costing System is
associated with the idea of personification of the responsibility of deviations.
The standard cost and budgets that are developed
on this basis and the deviations from the adopted standards are used to evaluate the work of staff and the structural subdivisions of the enterprise.
The importance of standard prices is expressed in:
 the possibility to measure costs and cost with the
aim to control them;
 the possibility to influence the increase in
productivity and the decrease in cost;
 the possibility to reduce the losses caused by the
unfavourable deviations;
 the possibility to personify the costs;
 the possibility to make management decisions
which are based on richer information. It is particularly
important when the standard price is decomposed into
standard variable and fixed costs;
 the possibility to use standard prices as a starting
point in determining the selling prices;
 the possibility for greater efficiency as regards
cost accounting. The reporting work related to calculation is minimized;
 the possibility to stimulate the work of the entire
staff for achieving certain goals.
The Standard Costing System is subject to some
criticisms which most often refer to:
 inconveniences associated with standard prices.
As far as they should be ‘firm’, i.e. fixed and unchanging, given that enterprises and their surroundings are
continuously developing and changing. This refers primarily to reporting periods that are longer. In the case of
a short life cycle of products, the standards that have
been developed for them are short-term.
To what extent should standard prices be flexible?
Should they be revised when necessitated by circumstances? The problem is how to assess achievements
with prices that often change;
 the fact that too much attention is paid to cost
and labour productivity;
 the fact that attention is focused on minimizing
the costs rather than improving the quality of goods
manufactured and fulfilling customer orders;
 the fact that not all aspects of raising production
efficiency are covered.
The reality in the enterprises in our country allows
for concluding that the stated shortcomings of the Standard Costing System are not topical at present and do not
make it less significant for cost management.

Симеонова Р. Системы Standard Costing –
средство для управления по отклонениям
В современных условиях системы Standard
costing служат надежным инструментом контроля и
управления производственными затратами. В настоящей статье анализируются теоретические и практико-прикладные аспекты, связанные с их использованием. Рассмотрены различные разновидности
стандартной себестоимости. Разработана примерная
модель для ее применения. Особое внимание уделяется отклонениям в системе Standard costing, которые также были систематизированы в зависимости
от их природы. Предложен формульный аппарат для
анализа отклонений. Его применение иллюстрируется соответствующими примерами. Указано назначение стандартной цены и некоторые трудности, касающиеся их использования.
Ключевые слова: система Standard Costing, контроль, управление, производство, цена, себестоимость.
Simeonova R. Standard Costing System –
a management tool by deviations
Standard Costing System nowadays serves as a reliable tool to control and manage production costs. This
article studies the theoretical and practical-applied aspects related to its use. The different types of standard
cost are examined and a model for applying it is developed. Particular attention is paid to the deviations in the
Standard Costing System, and these are classified according to their nature. Formulas for analysis of the deviations are proposed. Their application is illustrated
with suitable examples. The importance of standard
prices and some difficulties relating to their use is
shown.
Keywords: system of Standard Costing, control,
management, administration, production, price, cost.
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PROBLEMS AND PROSPECTS OF IMPLEMENTATION CONTROLLING
AS A MODERN ENTERPRISE MANAGEMENT TOOL
concept of controlling became topical in the 70’s of the
XX cent. and the most popular in the writings of the representatives of the German school. They focus on the
future process, not on an analysis of events that have already occurred. In post-Soviet countries the controlling
began to develop in the early 90's only.
Necessity in the integration system of various aspects of business process management in the organizational system has become one of the important causes of
implementation of modern principles of management
decisions based on the concept of controlling. Controlling provides methodological and instrumental base to
support the basic functions of management, monitoring,
planning, accounting and analysis, and the analysis and
assessment of the situation for decision-making.
Controlling has an important place in the management of enterprise, being at the intersection of accounting, information management, control and coordination,
it combines all these features, integrates them. It is a special mechanism of self-regulation, which provides feedback within management [1].
Controlling in accounting performs collection and
processing of relevant information, record keeping of
the system of internal accounting, unification of methods and criteria for evaluation of the organization and its
affiliates.
In the sphere of planning the role of controlling is
to manage the various plans and create a consolidated
plan for the organization on the whole, to make the planning methods, to design the graphics of planning and to
provide the necessary information for it, to check the
plans drawn up by structural divisions of the company.
Controlling in the organizational work involves accounting and control costs, and results in all departments.
In promotion the role of controlling is to motivate
to fulfill the plans in the units.
In the control and regulation the role of controlling
is in the comparison of planned and actual performance
to identify assess the degree of achievement of the set
targets, in the analysis of deviations and in the establish
their possible deviations from the plan, in the determination the causes of deviations and in the development
measures to reduce them.
Controlling in the analysis solutions, in the information management involves the collection of the most
important information for management decisions, con-

Formulation of the problem. One of the most significant conditions for sustaining of a company and its
operation is to improve the system and methods of management. One of these methods is the implementation
controlling in the organizational structure of the enterprise at all stages of its activities. Each enterprise urgent
task is to further improve and optimize its organizational
structure. It requires broad horizontal connections between a large number of highly specialized areas of
management, which are characteristic of the modern enterprise. All management functions need integration
with their qualitative upgrade and diversion from. them
the coordinating body - the controlling subsystem. Using the methods and tools of controlling allows to transfer company management to a new level by integrating,
coordinating and focusing of services and divisions to
the goals.
In constant competition among both domestic and
foreign organizations the issues of implementation controlling for efficiently in contemporary Ukrainian enterprises are becoming more and more urgent. Current economic conditions require the enterprise to be in constant
readiness to market changes, and it is the controlling
system that helps to identify opportunities for the
changes in limited period and to respond quickly.
Analysis of recent research. Study on the place of
controlling in the organizational structure of the company are reflected in the works of leading domestic and
foreign scientists, including: N.A. Borisov, I.I. Mazur,
V.D. Shapiro, H. Folmut, M. Bal, A. Dayle, Ju.N. Boykova, M.I. Shmeykert and others. But despite the abundance of research there is still no comprehensive theoretical developments on controlling department, its
place in the organizational structure of the company and
interaction with other departments.
The purpose of the study is to analyze different
views on the place of the controlling system in the organizational structure of the company and to determine
the implementation process of controlling service in the
organizational structure of the company.
The main material. The term "controlling" in the
modern sense emerged in the 20's of the ХХ cent. in the
USA. His first interpretation is controlling the use of financial resources and the auditing of financial and economic sphere. At the end of the last century, representatives of the American School of controlling extended
this concept and began to consider it as a holistic concept of economic management. In Western Europe, the
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fact that the workers of organizations respond to changing order, a set of rules (routine), formed over time, influenced by various environmental factors.
Controlling thus is coordination process of managerial decision-making by managers of all areas of the
organization. Moreover, the greatest attention is paid,
according to HR managers, to the formation of collective knowledge. Thus, controlling becomes the part of
the "reflective structuring of the company, according
to its target status and scenarios of the environment"
[10]. The term "reflective structuring" was suggested by
R. Ortman., D. Sydou and A. Vyndler [10].
The current controlling includes risk management,
information management system, warning system by
system management of key indicators, management system of implementation of strategic, tactical and operational planning and quality management system. Organization of controlling at the company should work the
way to ensure rapid movement of information flow from
the low-level units to controlling service. Implementation of controlling at the company is a phased development process, it is difficult and complex, so it is therefore appropriate to offer the following stages of its formation: the preparatory stage of implementation of the
controlling mechanism; the stage of ensuring continuity
of mechanism operation; the stage of the formation
mechanism of the organizational structure; the information phase of controlling mechanism; the phase of
forming controlling instruments; the analytical phase;
the research stage; the final stage (fig. 1, [10]).
Conclusions. It should be taking into consideration
that there is no universal approach to controlling implementation at the enterprise. Each company has its own
development strategy, vision of management, interaction with creditors and others. It is not uncommon, when
the technological features, the enterprise market status
define the mentality of its organizational structure.
These and other prerequisites are relevant to the controlling strategy for each company separately and for a
group of related companies within the industry .
Controlling takes business management to a new
level, integrating, coordinating and summarizing the activities of the various services and departments, directing it to achieve objectives and goals. Today, there is no
single definition of "controlling", but almost no one denies that in the evolution of controlling as a scientific
discipline and practice entrepreneur a mutual penetration and addition of some functions take place.
The formation and implementation of the controlling system depends on the organizational structure that
exists in the company. Thus enterprises of various industries have their own specific features of the organizational structure.
Implementation of controlling system is very
costly process that is phased in over time, so it is advisable to determine the sequence of introduction of controlling according to functional areas of its subsystems.

sulting on the choice of measures to improve the situation and develop the methods for planning, control and
decision making [2].
Most authors, considering the nature of the concept
of "controlling system" stress its dependence on industry and organization. Therefore, it is necessary to consider specific features and characteristics of the company, as well as the conditions under which the controlling process organized since the organizational structure
largely depends on the shape of the industry, the company and its activities. In addition, the authors identify
a number of the most significant elements of the structure of the controlling system. So, Borovkova V.A. and
Yu.M. Boykov note that the structure of the controlling
system includes four interconnected components: subjective, objective subsystems, controlling methodology,
supporting system - and each of them consists of a set of
elements [3].
Some experts believe that controlling comprehensively evaluates all aspects of the company, its departments, managers and employees in terms of timely and
high-quality achievements of strategic rates planned in
advance and the urgent actions for the planned targets to
be fulfilled for all possible changes in economic situation [4]. But this approach is too narrow to determine
the controlling tasks that are not limited to evaluation
and monitoring. A. Sheremet considers controlling as a
management tool to ensure long-term functioning of the
enterprise and its structural units [5]. This interpretation
is too extended, as regards controlling at the level of
strategic management, which is unlawful. Another approach to the interpretation of the concept of controlling
focuses on a systems approach in creating, processing,
verifying and providing effective management information and considers controlling as an integrated information-functional system oriented to further quantitative and qualitative goals of the company through the
use of specific technologies and management tools [6].
Representatives of various concepts, such as
E. Hahn [7] P. Horvath [8] and Dayle A. [9], sees the
central point in the interconnection of management,
controlling and accounting. Despite a difference of the
authors’ views on the controlling tasks (informational
support of management process, the objectives coordination, economic maintenance management, etc.), all of
them directly or indirectly recognize the basic function
of controlling, that is a "provider numbers" for management. In other words, the controlling is considered as a
new stage of accounting, adequate to modern requirements to management system caused by dynamic
changes in external conditions of functioning enterprises.
Noting that the progress does not stand still, the
Schumpeter’s idea about innovation development company based on innovation in products, technologies,
markets, raw materials, etc. became popular, evolutionists have focused on the need to take into account the
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Making decisions on the implementation mechanism for controlling in business management
Defining the strategic goals of the enterprise
Development and study purposes controlling mechanism

The preparatory phase
of implementation of a
mechanism controlling

Coordination of the strategic goals of the enterprise
Specify where controlling in the organizational structure
Technical support mechanism for controlling operation

Stage ensure continuity
of the functioning of the

Information management operation mechanism controlling
Documentary functioning mechanism controlling
Defining the functional responsibilities of participants mechanism

Stage of organizational
structure mechanism

Establishing relationships between operators mechanism
Formation of the database business units participating in the mechanism controlling
Organizing data for analysis

Stage information support
mechanism for
controlling

Conducting daily monitoring of the regulatory framework
Definition of indicators that are monitored in the operation of the mechanism controlling
Enterprise development budget as the main planning tool

Phase formation
controlling instruments

KSPEK development as the main tool for monitoring the functioning of the
Conducting daily monitoring of the targets the units involved in the mechanism controlling
Analysis absolute deviation indicators than planned

Analytical phase

Analysis of the relative deviation indicators
Analysis of the actual conditions of the enterprise
Determining factors of the external and internal
Updating the parameters of the enterprise

Research phase

Construction of the multilevel model optimization control
Evaluating the effectiveness of the implementation mechanism controlling
Evaluation achieve the strategic goals of the enterprise

The final phase

The development of alternative business management
Recommendations for improving the mechanism controlling

Fig. 1. Phased process of controlling mechanism development at the company [10]
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земними підприємствами в майбутньому та перспективи економічного розвитку, які дає впровадження системи контролінгу.
Ключові слова: контролінг, система контролінгу, механізм контролінгу, підходи до організації
контролінгу, проблеми впровадження контролінгу.
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Михайличенко Н. Н., Токарева А. А. Проблемы и перспективы внедрения контроллинга
как современного инструмента управления предприятием
В статье рассмотрены проблемные аспекты
внедрения системы контроллинга на предприятии.
Определены основные подходы и принципы организации и внедрения контроллинга. Описаны основные проблемы, с которыми сталкиваются предприятия в ходе организации, а затем – и внедрения контроллинга. Рассмотрены проблемы, возникающие в
условиях внедрения контроллинга на предприятии,
и пути их решения. Разработана схема внедрения
механизма контроллинга в систему управления
предприятием и охарактеризованы этапы реализации этой схемы. Сегодня система контроллинга еще
недостаточно внедрена в управленческую практику
предприятий Украины, поэтому следует определить
приоритеты относительно направления деятельности отечественных предприятий, возможности их
конкуренции с иностранными предприятиями в будущем и перспективы экономического развития, которые дает внедрение системы контроллинга.
Ключевые слова: контроллинг, система контроллинга, механизм контроллинга, подходы к организации контроллинга, проблемы внедрения контроллинга.
Mykhaylychenko N., Tokareva A. Problems
and prospects of implementation controlling as a
modern enterprise management tool
The article includes problematic aspects implementation of the introduction of controlling in the enterprisе. Identified the basic approaches and principles of
organizations and implementation controlling. Described the basic problem faced by enterprises in the
during organization and implementation controlling.
Considered problems arising in case of implementing
controlling service in the enterprise, and ways of solutions. Also developed the scheme implementing a mechanism for controlling in management system and provided characteristics of the stages of implementation of
this scheme. Today controlling system is not implemented in administrative practice of Ukraine, so you
should prioritize the direction of domestic enterprises,
the possibility of their competition with foreign enterprises in the future and prospects of economic development, which allows the introduction of controlling.
Keywords: controlling, controlling system, controlling mechanism, approaches to controlling the problem of controlling implementation.

Михайличенко Н. М., Токарева А. О. Проблеми та перспективи впровадження контролінгу
як сучасного інструменту управління підприємством
У статті розглянуто проблемні аспекти впровадження системи контролінгу на підприємстві. Визначено основні підходи та принципи організації і
впровадження контролінгу. Описано основні проблеми, з якими стикаються підприємства в ході організації, а потім – і впровадження контролінгу.
Розглянуто проблеми, які виникають в умовах впровадження служби контролінгу на підприємстві, та
шляхи їх вирішення. Також розроблено схему впровадження механізму контролінгу в систему управління підприємством та надано характеристику етапам реалізації цієї схеми. Сьогодні система контролінгу ще недостатньо впроваджена в управлінську
практику підприємств України, тому варто визначити пріоритети щодо напряму діяльності вітчизняних підприємств, можливості їх конкуренції з іно-
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ESTIMATION OF HUMAN CAPITAL IN THE STRATEGIC BUDGETING SYSTEM
[4], J. B. Sey, S. Fisher, L. Valras, Sidgwick, G. Becker
[5], T. Schultz [6], I. Ilyinsky [7], when considering the
issue of investment in human capital, give special attention to investment in the capital education. It is obvious
that today, the education is a vital base for future permanent development.
The income generated by the implementation of
the labour resources can be used for their improvement
and growth, which means that both initial and continuous accumulation of productive skills take place here.
From this perspective, the use of the term «capital» in
connection with labour resources at the present stage of
their development is justified.
The aim of the article is to develop approaches to
ensurey the complex assessment of human capital indicators of industrial enterprises in the strategic budgeting.
Findings. Investment in the human capital is a
means to increase its value. They create the conditions
for the development of the inherent person’s abilities as
well as for the improvement of their life-long gained
skills and competencies in any production sphere.
Whereas under modern conditions the cost of the staff
can exceed 40% of total corporate expenditures, measurement of investment in human capital returning coefficient is particularly important [4, p. 82]. Unlike the
means of production, human capital is not owned by the
company. The human capital is embodied in the personality of its owner and cannot act as a subject of purchase;
it is only possible to rent it by entering into a hiring –
labour agreement. The reality of the current economic
conditions requires measurement of human capital in
cash. The assessment of human capital is necessary for
evaluating the economic efficiency of enterprises. While
assessing human capital, employee’s competences are
evaluated [8]. Nowadays methods of human capital
evaluation can be divided into two groups:
1) individual assessment methods, which are based
on the study of individual employee’s qualities (method
of assessing human capital through capitalization,
method of assessing human capital similar to the physical, cost approach, income approach, the assessment of
human capital based on competency models, etc.);
2) group estimate methods, which are based on the
comparison of the employees’ effectiveness (classification, parameters comparison, specified distribution
method).

Preliminary Findings and Conclusions. Nowadays human capital is the main value of our society, and
the determining factor of the steady development and
economic growth, as competitive positions of economic
systems are mostly achieved not by means of natural resources but through knowledge, information, and innovations, the source -of which is always a human being.
Human capital, unlike tangible equity, is mainly targeted at creating long-term enterprise value, thus it is
directly connected with its strategy. Without general
strategy consideration it is impossible to create strategic
responsibility, which makes it difficult to execute longterm planning in the changing environment of global
competition [1].
One of the key factors in achieving long-term competitiveness in modern economy is constant improvement of human resources strategic criteria, which requires financial grounding of enterprise’s fund allocation in the system of strategic budgeting. In contrast with
traditional budget management, strategic budgeting is
mostly focused on non-financial factors, which are targeted at implementation of strategic aims via setting
non-financial strategic budgets. Without estimating the
strategic quality component of human capital, it is problematic to anticipate the outcome of co-workers partnership accurately, to assure positive feedback, while referring their performance to the standards, to choose the
work which deserves award, and to back up decisions
concerning localization of resources, projects and completion schedules subsequently. Therefore, presently,
the estimation of non-financial strategic factors of human assets is the first-order condition of efficient strategic management of an enterprise.
The last research analysis. At the present stage of
economic transformations the problem of evaluation of
human capital in enterprises is becoming increasingly
important. The first measurement pattern to estimate the
value of an able-bodied person, used by V. Petty, assesses the value of the stock of human capital by capitalization of earnings as a life annuity with a market interest rate [2]. A. Smith explained the differentiation in
wages of skilled and unskilled workers through difference in time, labor and cash costs incurred by the first to
obtain the necessary knowledge, skills, and mastery [3].
This paper is devoted to a large number of works
of foreign and domestic authors, the analysis of which
shows the diversity of existing approaches and methods.
Such Western economists as V. Petty, A. Smith, Fitz As
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investing in human capital, the company needs to determine the payback period of these investments. The criteria used to select the investment in human capital,
based on the strategic direction of the company, make it
possible to evaluate the effectiveness of investments by
calculating the coefficients of strategic human capital
with subsequent their monetary expression in strategic
budgets and tracking the process of their implementation. Evaluation of human capital in the strategic budgeting is presented in table 1.
Forming strategic budgets aims primarily at
achieving non-financial strategic objectives of the company, through its ability to influence the final financial
results of operations, and setting priorities in the allocation of resources in the budgeting process. Within strategic budgeting it is advisable to use a matrix of ranking
priorities according to the degree of urgency that allows
to make decisions on how to organize various strategic
human capital indicators [9].
Strategic human capital budgets of industrial enterprises allow not only to calculate the necessary expenditure on the implementation of strategic initiatives, but
also to predict the costs on an accrual basis. Let us consider the implementation of this methodological approach with help of materials of «NKMZ». All indicators were increased by 10% in the strategic human capital budgets for 2009 taking into account the 10% buffer.
In this case, the final budget items are no longer
equal to the sum of all of lines-components, because a
buffer of 10% is also laid in them. For example, the item
«The expenditures for development of strategic competencies and attraction of the most talented employees»
is no longer equal to the sum of lines: «staff hiring
costs», «development and implementation of corporate
culture costs», «costs for the payment of premiums for
rationalization proposals, creative ideas and inventions», «costs for the payment of premiums for reducing
labor and saving different types of material resources»,
«labor costs, benefits and compensation», «personnel
training and retraining costs», «costs for staff training at
universities and post graduate schools». It is calculated
as follows:

Existing assessment methods analysis revealed
their imperfections, such as lack of a clear methodology,
since the human capital valuation has not practically
been carried out for a long time in Ukraine. Company’s
value assessment without human capital as a part of the
business is at least incorrect. Human capital plays a key
role in all four aspects of the business (finance, customers, internal processes, learning and development), because the realization of the other components’ objectives in the strategic development of the company depends on the competences and skills of employees. The
company provides a high return on intangible assets by
developing and integrating its human capital, and bringing it in line with the most important strategic processes.
In the process of setting a strategic budget for an
organic unit like an enterprise, the horizontal structure
of management shall be combined with the vertical integration of the system of short-term finance indicators.
Traditionally, the budgeting process is represented as an
enterprise’s development forecast for the future. This
process is composed on the basis of the retrospective
analysis of an enterprise’s financial performance and the
assessment of the influence of different factors on key
indicators of its activity. The process of strategic budgeting is aimed at the arrangement of correlation between
planning and supervising the performance of strategic
and tactic objectives of an enterprise; it provides the
consistency of plans of all divisions of an enterprise and
their orientation on achieving the same objectives; it
measures the human capital and manages intangible assets according to company’s strategy; it reinforces the
financial discipline and constraints individual structural
units’ interests to goals of the whole enterprise; it helps
managers to control their actions by the comparison of
the planned and actual enterprises’ performances within
a reported period and to plan without additional resources; it creates a database that in conjunction with the
system of financial indicators may be a source of motivation for personnel.
One of the main tasks of strategic budgeting is to
measure levels of investment in human capital to
achieve its goals and to evaluate the effectiveness of investments. In order to make an informed decision about

Costs for the development of strategic competencies and attraction of especially
talented employees = (2218757 + 219918 + 13342553 + 1921517 + 406431803+
+ 5316491 + 466787)*1,1 = 472909610 UAH.
Thus, the total expenditure in 2009 amounted to
472,909,610 UAH, which is 21% more than in budgeting without buffer. The budget figures are being increased by 10% annually and in 2013 (in 4 years) there
is an increase in overall spending by 77%, or more than
a half. The budget for 2022 (13 years) represents an increase of 318%, or more than three times.
The changes highlighted above are accompanied
by an increase in prices and activity. However, signifi-

(1)

cant increase is due to the uncertainties and excessive
reserve budget (table 2).
Overestimation of budget indicators takes place in
case of impossibility to identify the exact ratio between
the costs for necessary resources and financial results.
All the strategic indicators of human capital are
non-financial, so such ratio is not measurable for them.
In this case, the strategic budgeting involves the
following steps:
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- staff motivation index;
Budget for moti- - staff satisfaction index;
vating and en- - turnover of key employees
couraging staff index;
- trust company employees
index

Budget for development
of -percentage according to corstrategic compe- porate employee personal
tencies
goals;
- percentage of profit from the
implementation of creative
ideas;
- promising professionals

Strategic budget
1

%

average _ wage
× 100 %
value _ sales

number _ of _ employees _ are _ awarded _ for _ the

perspnal _ goals _ according
to _ corporativ e _ size

=

number _ of _ promi sin g _ profession als _ patents
× 100 %
number _ of _ innovation s

value _ prizes _ for _ achievement _ of _ strategic _ performance
value _ volume _ production

confidence
company

_ employee

=

81

number _ released
_ on _ their _ own
number _ of _ released
_ guidance

number _ released _ on _ their _ own _ or _ in
violation_ of _ labor _ discipline
К
=
turnover_ of _ key_ employees
multitude_ staff

=

implementation _ of _ creative _ ideas
=
К
motivation _ staff
multitude _ staff

%

perspectiv es =
profession als

implementa tion _ of _ creative
ideas

profit _ from _ the

match _ results _ of _ the
post _ remuneration

К

К

%

the _ implementa tion _ of _ new _ products
=
× 100 %
total _ income

profit , which _ is _ obtained _ through

Table 1

-improvement of the motivation system of
the company, which would be focused on
the implementation of strategies

-transition to flexible pay systems that
makes employees focus on effective work
at their workplaces in connection with strategic goals;

- ability to cope with stress

- communicative competence;

- professional relevance;
- ability to work in team and to demonstrate
leadership qualities when necessary;

-disclosure of new employees’ potential
and encouragement of creative endeavors;

Assessment of the performance of human capital in the strategic budgeting [original development]
Value of Human Capital
Calculation of the human capital
Strategic west
2
3
4
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- indeх of employees’ trainfor ing;
and - coefficient of efficiency in
relation to staff’s training;
-percentage of staff involved
in professional development
programmes;
-number of trainings per employee

2

_ at _ the

the _ number _ of _ profession als _ who _ have
been _ vetted
=
× 100%
%
of _ qualified _ profession als
multitude _ staff

of _ profits _ that _ is _ received
from _ the _ sale _ of _ new _ products
=
cos ts _ for _ staff _ training

total _ value _ of _ training
company
=
multide _ staff

of _ programe _ strategic _ development

the _ number _ of _ employees _ who _ qualified _ on _ the
strategic _ relevance _ of _ his _ post
× 100%
the _ number _ of _ employees _ trained

training _ per _ employee

=

efficiency _ of _ production

К

strategic _ relevavance _ of _ skils
and _ competencies

К

%

3

innovation s _ of _ offers

82
82

multitude _ staff

Ending of Table 1

entitling employees with the authority to
implement their rational proposals and involving them into the process of search
and evaluation of solutions aimed at
achievement of the strategic goals of the
enterprise

- development of creative atmosphere during learning process

-classrooms provided with modern equipment;

Employees’ engagement in learning process:

4
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- number of rational proposals
Budget for staff per employee;
number_ of _ employees_ wvo _ were _ promoted_ position
training results - percentage of promotions %
=
× 100%
_
perspectiv
e
number_ of _ employees_ trained
based on learning outcomes;
- share of employees who professionals
proved adequateness to their
total _ value _ of _ innovation s _ in _ the _ year
post
К
=

Budget
teaching
training

1
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Table 2
Formation of Strategic Competencies of Employees Budget at «NKMZ» [original development]
The amount of costs, uah
The objectives of the
strategic map of
«NKMZ»
To make employees
aware of their belonging
to «Planet NKMZ»
To help employees
acknowledge corporate
values of NKMZ
To implement corporate
culture
To design and produce
products at minimal cost

To motivate employees
to achieve strategic goals
Total

2009 year
(with no
buffer)

Budget article

2009 year
(buffer
10%)

2013 year
(buffer
10%)

2017 year
(buffer
10%)

2022 year
(buffer
10%)

Costs of development of strategic competencies and attraction of extraordinary 390834388 472909610 695569256 1018382947 1640115920
talented employees
- costs related to hiring staff

2017052

2218757

3248482

4756103

28600945

- costs of development and implementa199925
219918
3214982
4707055
4118942
tion of corporate culture
- costs of paying rewards for rational pro12129594 13342553 19534830 28600945 871222665
posals, creative ideas and inventions
- costs of paying rewards for reduction of
manpower input and savings of material 1746834
1921517
2813293
4118942
11396371
resources
- costs of salaries, benefits
369483457 406431803 595056803 871222665 1000598
and compensations
- costs of training and retraining of staff 4833174
5316491
7783875
11396371 28600945
- costs of graduate and postgraduate
424352
466787
683422
1000598,2 4118942
study
390834388 429917826 632335687 925802679 1491014473

they may exceed the limit only under condition that employees from other departments approve of the necessity
of those expenses. This approach may reduce departmental expenses by 20%;
4) integrated approach to cost calculation is a system of the strategic budgeting which helps reduce the
costs in those areas only where the money is overspent
and invests extra funds into solution of prioritized tasks.
Those employees of departments who are positive that
planned expenses are necessary can always obtain funding from the budget buffer;
5) establishment of a close link among departments – the strategic budgeting motivates departments
to achieve holistic results, which involves coordination
of actions, elimination of functions, duplication, saving
resources, as well as cooperation while completing current tasks [10].
Disclosure of cash flow mechanism in the strategic
budgeting process is essential for the investment activity
of the company, as these cash flows represent the level
of strategic objectives achievement with the help of key
non-financial indicators of human capital.
Conclusions. To enable efficient budget management as a part of strategy, financial reports have to allow
to draw operational conclusions about the enterprise
growth value and implementation of future development
investments. These strategic goals of the company are
successfully implemented in the strategic budgeting of
non-financial indicators, including indicators of human
capital. The aspect of the human capital of the company
describes the company's ability to develop in the long
term and it is a prerequisite for successful long-term sur-

- Development and approval of strategic human
capital budgets by heads of departments;
- Consolidation of the budgets of all departments;
- Forming 10% budget buffer for each department;
- Informing heads of departments that if additional
funds are required, they can use a buffer if the heads of
other departments approve the decision.
The calculation for different strategic human capital budgets is carried out similarly. The evaluation of
human capital through the strategic budgeting using
buffer projects has the following advantages:
1) simplicity of use – unlike zero-based budgeting,
the strategic budgeting procedure does not provide for a
constant re-evaluation of the projects and their ranking
to justify the cost efficiency indicators. In addition, the
strategic budgeting can be implemented relatively
quickly, without counting possible surplus budget, but
simply dividing a budget in half and creating a buffer;
2) employees motivation - by eliminating unjustified reserves in budgets, budget implementation is becoming one of the key performance indicators of individual employees and therefore a powerful motivational
factor. If the employee has reached the target values of
the indicators without the buffer, they receive compensation according to the current system of motivation in
the company;
3) strategic justification of costs - in most companies employees are responsible for over-budget, so they
tend to overestimate their supply needs and spend all
budget funds by the end of the year. The strategic budgeting suggests that employees have only part of the
budget excluding the buffer at their disposal, and that
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Каменська О. О., Весела Н. О. Оцінка людського капіталу в системі стратегічного бюджетування
У статті запропоновано метод розрахунку оцінки трудових можливостей робітника у системі стратегічного бюджетування промислового підприємства, який базується на основі синтезу складових
кваліфікаційних ознак робітника підприємства та,
на відміну від існуючих, враховує взаємозв’язок між
стратегічними цілями та статтями витрат у бюджеті
підприємства. Ццей метод дозволяє визначити потенційну цінність людського капіталу та відповідність його якості стратегічним пріоритетам підприємства.
Ключові слова: стратегічне бюджетування,
стаття бюджету, стратегічна відповідність, промислове підприємство, нефінансові показники людського капіталу, стратегічний бюджет, оцінка людського капіталу.

vival. Strategic budgeting system provides a comprehensive assessment of quantitative and qualitative indicators of human capital. For the integrated assessment
of the strategic indicators of human capital in the strategic budgeting the enterprise should identify a list of key
indicators in accordance with the strategic goals and allocate them according to the presented categories. For
each category, only those key indicators should be selected that are fully able to reflect their weight in total
goals structure.
In general, it should be emphasized that the use of
the strategic budgets for the human capital evaluation
makes it possible to improve the quality of current and
strategic planning of the enterprise, and makes it an effective element of management system.
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Каменская О. А., Веселая Н. А. Оценка человеческого капитала в системе стратегического
бюджетирования
В статье предложен метод расчета оценки трудовых возможностей работника в системе стратегического бюджетирования промышленного предприятия, который базируется на основе синтеза составляющих квалификационных признаков работника
предприятия и, в отличие от существующих, учитывает взаимосвязь между стратегическими целями и
статьями затрат в бюджете предприятия. Этот метод
позволяет определить потенциальную ценность человеческого капитала и соответствие его качества
стратегическим приоритетам предприятия.
Ключевые слова: стратегическое бюджетирование, статья бюджета, стратегическое соответствие,
промышленное предприятие, нефинансовые показатели человеческого капитала, стратегический бюджет, оценка человеческого капитала.
Kamenska O., Vesela N. Estimation of human
capital in the strategic budgeting system
This paper proposes a method for calculating assessment of employees working abilities in the system
of strategic budgeting of an industrial enterprise, which
is based on the synthesis of components of the qualification indexes of employees and which, in contrast to
the existing ones, takes into account the relation between the strategic objectives and cost items in the
budget of the enterprise. This method allows disclosure
of the potential value of human capital and the compliance of its quality with strategic priorities of the company.
Keywords: strategic budgeting, budget item, strategic compliance, industry, non-financial indicators of human capital, strategic budget, estimation of human capital.
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SOME ASPECTS OF THE UKRAINIAN FISCAL POLICY IN THE CONTEXT
OF DECENTRALIZATION: THE REVENUE OF LOCAL BUDGETS
The current economic system of Ukraine is characterized by low GDP growth and production, high inflation, unstable exchange rate of the national currency, as
well as negative dynamics of key sectors of the economy
due to unfavorable external conditions and the difficult
economic situation due to the process of decentralization of public administration. The main tools to address
the aforementioned issues are systemic nature of monetary and fiscal policy. Fiscal policy is characterized by
greater controllability as measures taken in this area and
the effects of their implementation are exposed to precise measurement in monetary terms.
Formation and development of institute of local
government in Ukraine is impossible without development of relations between the Government, local governments, businesses and households. The main objective in the field of local governance, which is both a significant challenge is to strengthen the revenue sources
of local authorities in order to develop economically capable, competitive and self-sufficient United Local
Communities (ULC). For modernization model of local
government, which is a priority of the current economic
policy of Ukraine needs to develop concrete and effective solutions and suggestions for improving the process
of financial resources ULC. The crucial issue here is the
chronic lack of own revenue base to finance ULC to
their authority. Revenues of budget of ULC in the form
of national and local taxes do not fully address the needs
of local authorities on the financial security of their constitutional powers. More than half of total expenditures
of local importance are funded by intergovernmental
transfers, transferred in favor of local governments from
the state budget of Ukraine.
Analysis of recent research. Methodological basis of decentralized governance lies in the writings of
G. Brennan, J. Buchanan, R. D. Ebel, R. Ezcurra, M. Olson, W. Oates, P. Seabright Ch. Tiebout, A. Shah,
P. Pascual, R. Prud'Homme D. Rondinelli, P. Seabright,
G. Stigler and others. Conceptual issues of tax policy
dedicated to the works of A. Auerbach, W. Batt, R.M.
Bird, P. Diamond, J. Stiglitz, P. Shome, V. Tanzi,
A. Tait, R. Wagner and others.
The issue of state regulation of the economy, including improvements in tax management tools, economic system, in terms of changes in the basic principles
of public administration, decentralization caused particularly dedicated work of many leading scientists, including V.F. Besedin, Z.S. Varnaliy, O.D. Danilov, J.B.
1

Ivanov A.I. Krysovatyy, I.A. Lunina, V.N. Melnik,
S. Onishko, V.M. Oparin, V.K. Simonenko, V.F. Stolyarov and others. In the works of these authors is suggested scientific and practical advice in the management
of public finances, tax system.
Basic principles, principles and criteria and proportions, shape and mechanism of accumulation of financial resources for the various levels of government are
particularly important in the transformation of the relationship between the central levels of government and
local jurisdictions. Any innovations in public administration in need of financial support at all stages of their
development, implementation and administration. Accordingly, the need to study and major transformation
vectors revenue base of local self-oriented budgeting in
local governments which can ensure accelerated regional development in all spheres of economic and other
activities. The purpose of this publication is to identify
specific areas of improvement budget and tax legislation
of Ukraine by reviewing important standards accumulation of financial resources at different levels of the
budget system of Ukraine.
Macroeconomic analysis of tax policy Ukraine.
The global and domestic crisis virtually paralyzed economic system of Ukraine. In these conditions growing
actuality is developing, aimed at preparing proposals to
stabilize and stimulate economic growth, fiscal nature in
particular. Dynamics and trends of key macroeconomic
indicators and proportions that characterize the fiscal
sphere, primarily in 2008-2009 yy. and 2014-2015 yy.,
have undergone significant changes. The analysis of the
dynamics of the consolidated budget revenues Ukraine
to evaluate the effectiveness of tax policy of Ukraine allows to identify the main policy measures to stimulate
economic growth.
Analyzing the structure of consolidated budget revenues can say that a significant proportion of revenues
to tax revenues (see. table 1). The analysis of their share
in GDP allows assume to grow the overall tax burden1
on the economy of Ukraine with simultaneous reduction
of the tax burden on capital.
At the same time, if in some developed countries
per capita a year accounts for 20 thousand USD tax revenues, in Ukraine – 0.8 thousand USD. In nominal
terms, tax revenues consolidated budget of Ukraine are
growing rapidly, outstripping GDP growth of 5-7%. In
2015 y. the revenue was more than 16 times compared
to 2000 у.

The tax burden is measured by taking the total tax revenue in GDP. – OECD, available at: https://data.oecd.org/.
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Table 1
Dynamics of the share revenue of consolidated budget Ukraine in GDP, %
Indexes
2005
2010
2011
2012
2013
2014

2015

GDP, bln. UAH.
441,5
1120,6
1349,2
1459,1
1522,7
1586,9
1979,5
Revenue of consolidated
30,4
28,1
29,5
30,5
29,1
28,7
32,9
budget
Tax Revenue
22,2
20,9
24,8
24,7
23,2
23,2
25,6
Nontax Revenue
7,2
6,6
4,4
5,5
5,6
5,1
7,1
Other Revenue
1,0
0,6
0,3
0,3
0,3
0,5
0,2
Source: compiled by the authors according to the State Treasury Service of Ukraine. - Electronic resource. 2017 - Available at: http://www.treasury.gov.ua/
Figure 1 illustrates the inverse sustainable, albeit
non-linear relationship between the proportion of the
share of Tax Revenues in GDP and changes in volume
index of GDP. That increased pressure from the government in the form of increasing the volume of GDP redistribution through the budget system of Ukraine negatively affects the physical dynamics of growth of GDP.

From Figure 1 shows that the slowdown in GDP
physical volume is almost always accompanied by the
growth of consumer price index (CPI). However, the
stable relationship between the proportion of tax revenues of the consolidated budget in the GDP price index
and the analysis of correlation coefficients in the interval 2000 - 2015 years weren’t found.

60
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ІФО ВВП
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Source: Calculated by the author using Microsoft Excel software for data: Statistical Yearbook of Ukraine. State Statistics
Service of Ukraine. – 2016. – 575 p.

Fig. 1. Dynamics of the share Tax Revenue of total budget Ukraine in GDP and certain macroeconomic
variables for 2000-2015, %1
Is observed a strong inverse relationship between
GDP volume index and the consumer price index (correlation coefficient is (-0.4)). At the same time, tracked
almost direct correlation (correlation coefficient is 0.90)
between the growth of GDP and physical capital investment (CI) and inverse (correlation coefficient (-0.39))
between the tax burden and the growth of CI.

As a result of the macroeconomic evaluation of tax
policy Ukraine could argue the trend of increasing the
tax pressure on the economy in Ukraine, accompanied
by slower growth in physical volumes of GDP and capital investment (CI). At the same time, the growth rate
of CI directly affect the physical volumes and slowing
GDP growth by raising the tax burden on the economy
of Ukraine.

ІФО ВВП (VI GDP) - The physical volume index of GDP, %; ІСЦ (CPI) – the consumer price index, %; КІ (CІ )–
Capital Investments, %; ПН ВВП (TR GDP) – the share Tax Revenue of consolidated budget Ukraine in GDP, %
1
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velopment of certain economic sectors unsatisfactory
appear on the functioning of the financial system of
Ukraine.
Some aspects fiscal policy in a decentralized
Ukraine. The development of effective multi-level
budget system are crucial for any country in the world.
However, despite the possibility of a number of basic
principles, conditions and criteria for the formation of
intergovernmental relations, the ideal model of relations
between the central and local level jurisdictions in practice does not exist. It explains the diversity of models of
government administration which used in many countries. Features budgeting of local governments defined
model of government administration.
In world practice a few such models. Anglo-Saxon
model, which is built in the UK to the US, Canada, India, Australia and other federal states. The model is
characterized by a high degree of autonomy of local
governments. In continental Europe (France, Italy,
Spain) and most of Latin America, the Middle East used
a model that combines local government to local administrations and characterized restrictions autonomy of local governments, the presence of state commissioners
and others. Most countries use a mixed model, but the
overall trend of global governance models aimed at optimization of local governments by improving their autonomy.
The choice of a model of budgetary regulation is a
difficult issue for each state. There are different approaches to the classification of the types of models
budgetary adjustment. The most common is the classification of the similarity of budgetary control and value
the role of the central and subnational governments. For
example, in the Nordic countries (Denmark, Norway,
Finland, Sweden), where per capita GDP ranges from
50-70 thousand USD local governments play an important role in financing social expenditures. Half of the
total expenditure budgets of these countries, or from 25
to 35% of GDP, financed by local budgets. At the same
time, these countries are characterized by the highest
share of financial security powers of local government
through taxes, which remain at the disposal of local authorities.
Instead, the public administration system in Austria, Germany and Switzerland are characterized by considerable autonomy budgets of different levels based on
their active cooperation. The share of local spending in
total expenditure in these countries varies within 1720%, or 7-8% of GDP. But in terms of ensuring the
functions of local authorities from their own tax revenues, in Austria they account for 20% of local spending
in Germany - 35%, and Switzerland - more than 60%.
Other European countries, including Belgium, Portugal, Spain, Italy and France, where GDP per capita is
much lower than in other EU countries, at 20 thousand
USD local budgets remain dependent on the central
budget level. The share of local spending in total ex-

The mentioned conclusions and observations make
it possible to formulate some directions of reforming the
tax legislation, which aims should be to balance the interests of the state and business to stabilize the economic
situation and sustainable development of the economic
system of Ukraine. Following definitions, can carefully
use to reduce tax rates of national taxes while gradually
moving the tax burden from mobile factors of production (capital and labor) for non-mobile (land, natural resources), as well as the consumption of certain goods
whose production is detrimental to the environment (or
the consumption of which is harmful to human health),
in conjunction with increasing the efficiency of tax administration and promote investment activity.
An important factor in development as a separate
economic activity and individual enterprise are tax depreciation. Tax depreciation has to stimulate the investment. Necessary the existing rules of the tax depreciation to improve. The volume of depreciation has to equal
to the economically viable life of the assets. In times of
financial crisis it is expedient to introduce a regime of
higher rates of tax depreciation charges for stimulate investment activity.
It should also give due consideration to enhance the
efficiency of tax administration. One of the ways could
be the development of organizational and institutional
conditions for de-offshore economy of Ukraine and determine the normal price for tax purposes. Another is to
strengthen control over the registration of businesses,
preventing inclusion in the chain of taxable transactions
fictitious companies.
Particular attention should be paid special (privileged) taxation regimes. Reporting on the use of funds
released as a result of tax benefits the taxpayer, does not
allow the full measure to track trends and effectiveness
of funds received by the taxpayer as a result of the offering of tax preferences. To improve the effectiveness
of tax incentives in Ukraine should introduce a system
of special passports of tax benefits (PTB), which declares the taxpayers amounts of benefits and uses of financial resources accumulated in the company resulting
from use of the right to tax relief[1].
Among other objectives of tax policy Ukraine
should emphasize the need to ensure timely VAT refunds from the state budget, which will be held at the
same time improving the efficiency of tax administration and strengthening of the tax debt. In practice, the
main debtor to pay taxes is the public sector. Collection
of tax arrears, which greatly complicates their specialization and other factors, systemic and administrative.
Thus there is a "subsidy" of state enterprises due to "delay" the return of VAT to private enterprises.
Requiring ongoing attention the formation (forecasting, planning and execution) in tax revenues for the
next budget period and medium term. After underperformance plans to mobilize fiscal revenues in conjunction with the aggravating impact of tax policy on the de-
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penditure in these countries varies from 20 to 50%, or 6
to 15% of GDP. On average, one third to one half of the
expenditure of local governments in these countries is
funded by local tax revenues.
The importance of local governments in industrialized countries is determined by comparing two indica-

Countries
Austria
Belgium
Denmark
Spain
Italy
Germany
Norway
Portugal
Finland
France
Switzerland
Sweden

tors: the share in consolidated expenditures and the percentage of local expenditures to the of GDP. Table 2
presents statistics on the proportion of budget indicators
of different levels of GDP in individual countries of the
European Union (EU).

Table 2
Budgetary indicators (spending and tax revenues) in terms of levels
of government in some countries European Union in 2015
The share expenditures in The share of The share tax revenues in
GDP
GDP, %
local exGDP1, %
pendintures
Total,
Per capita,
Total
Local
Total
Local
in total exbn. USD
USD
budget
budget
budget
budget
penditure, %
374
43724
51,6
8,6
16,7
43
1,4
455
40106
53,9
7,2
13,4
44,7
2,1
295
52114
54,8
34,9
63,7
50,9
12,6
1200
25864
43,8
6
13,7
33,2
3,3
1816
29866
50,4
14,5
28,8
43,6
6,9
3358
40996
44,0
7,8
17,7
36,1
2,5
389
74822
48,8
16,1
33,0
39,1
5,4
199
19121
48,4
5,9
12,2
34,4
2,5
230
41973
57,7
23,6
40,9
43,9
10,3
2422
37675
57,0
11,4
20,0
45,2
5,9
665
80675
33,9
7,1
20,9
26,6
4
493
49866
50,3
25
49,7
42,7
15,8

1

Available data from official sources by 2014. The relative stability of relations budget indicators in GDP in the EU allows
to compare and to do assumptions and conclusions.
Source: compiled according to the author: 1) Eurostat, available at:: http://appsso.eurostat.ec.europa.eu/; 2) ОЕСР: Revenue Statistics - OECD countries: Comparative tabl , available at: s: https://stats.oecd.org/Index.aspx?DataSetCode=REV;
3) World Economic Outlook Database-April 2016, International Monetary Fund. Accessed on 12 April 2016.

social security funds, local budgets and the budgets of
members of [2]. In the EU the average central government redistributes 24% of GDP, the state government
(land, canton, etc.) - 5% of GDP, local governments at
12% of GDP and social funds - up to 16% of GDP.
Overall, the EU marked tendency to strengthen the role
of local government in the redistribution of GDP with a
simultaneous increase their socio-economic importance
[3-4].
Ukraine is financed by only one third of the powers
of local authorities by taxes. The rest of the financial
needs of local authorities, mainly social issues (education, health) is provided by the system of intergovernmental transfers in the form of grants, special grants
from the State Budget of Ukraine (see Table 3). After
the last reform of intergovernmental relations [5] in
Ukraine there is a tendency to reduce the share of own
revenues to fund expenditures at the local level. It is
noted faster growth of the share of total revenues of local governments in Ukraine GDP compared to tax revenues to local budgets of Ukraine. Most significant
source of revenue of the government in Ukraine remains
traditionally income tax. However, statistical data (see

On average in the EU local authorities by funding
their functions and powers redistribute at 10-11% of
GDP. However, in the EU observed significant differences in the ratios of the share of expenditures of local
governments in total expenditures and GDP. The Scandinavian countries (Denmark, Sweden, Finland) are
leaders for both indicators. The local governments of
Denmark funding more than 60% of total expenditure,
representing over 30% of GDP. Followed them go Italy,
France, Germany and other countries - old EU members.
In these countries, the share of expenditure budgets of
local governments to GDP ranges from 10%, or at the
level of 25-30% of total public expenditure for the period. This list is end Malta, Ireland, Greece, Cyprus.
The potential growth of the local jurisdiction, its
competitiveness and attractiveness for placing investments can be described capacity revenue base, proportions of distribution of financial resources between levels of government. Many scientific studies noted in unitary countries centralization of budget funds higher. Instead, a greater degree of decentralization observed in
federal countries, including the US and Canada. Much
of these countries accumulates funds in the budgets of
88
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Table 3) indicate a tendency for its decrease in total revenues of local budgets Ukraine. Additional financial resources of local governments was the share of corporate
income tax, 10% deductions which remains at the disposal of local authorities in Ukraine.
In an unstable domestic economic situation in
Ukraine, characterized by a decrease in volumes and re-

orientation of national production, job cuts and real incomes due to unfavorable external conditions, and the
worldwide trend to reduce tax profits, other immutable
circumstances, it is difficult to expect conversion of
these revenue sources of local budgets for powerful financial lever for regional development.

Table 3
Dynamics revenue of local governments Ukrainefor the 2005-2016 years, mln. UAH.
2005
2010
2012
2013
2014
2015
20161
Total (without transfers)
30316
80516
100814 105171
101101 120480
152743
Official transfers
23358
78881
124460 115848
130601 173980
189543
Total
53660 159397 225274 221019
231702 294460
342286
GDP

1979458

2262800

43,6
37,7
27,0
0,1
0,0
5,3
0,7
56,4
100,0

40,9
33,4
18,7
1,5
2,6
6,8
0,7
59,1
100,0

44,6
38,3
21,8
1,4
3,1
5,6
0,8
55,4
100,0

The Share Revenue of Local Budgets in Ukraine GDP, %
Total (without transfers)
6,9
7,2
6,9
6,9
6,4
Tax Revenue
5,3
6,0
5,9
6,0
5,5
Tax and tax on personal income
3,7
4,6
4,2
4,2
3,9
Corporate income tax
0,0
0,0
0,0
0,0
0,0
Excise tax
0,0
0,0
0,0
0,0
0,0
Non Tax Revenue
0,8
0,8
0,9
0,8
0,8
Other Revenue
0,7
0,4
0,2
0,1
0,1
Official transfers
5,3
7,0
8,5
7,6
8,2
Total
12,2
14,2
15,4
14,5
14,6

6,1
5,0
2,8
0,2
0,4
1,0
0,1
8,8
14,9

6,8
5,8
3,3
0,2
0,5
0,8
0,1
8,4
15,1

Total (without transfers)
Tax Revenue
Tax and tax on personal income
Corporate income tax
Excise tax
Non Tax Revenue
Other Revenue
Official transferts
Total

1

441452

1120585

1459096

1522657

1586915

The Structure of Local Budgets Ukraine%
56,5
50,5
44,8
47,6
44,0
42,4
38,1
41,3
30,7
32,0
27,1
29,2
0,4
0,2
0,2
0,3
0,0
0,0
0,0
0,0
6,6
5,5
5,6
5,5
5,9
2,6
1,0
0,8
43,5
49,5
55,2
52,4
100,0
100,0
100,0
100,0

Included in the calculation of the approval of the State Budget of Ukraine for 2017. Be subject to clarification.

Source: compiled by the author according to the State Treasury Service of Ukraine, available at: http://www.treasury.gov.ua/

Gradually increasing proportion of ad valorem
component of excise tax, which was introduced from
2015, due to low elasticity of demand for excise goods,
they are stable, relatively uniform consumption within
the territory of Ukraine, as well as inflation.
The mentioned observations, including on increasing trend of official transfers in the income structure of
local government budgets Ukraine allow to draw conclusions about the restriction of local authorities of
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Ukraine regarding financing and delegated powers at the
expense of their own source revenues.
Conclusions and suggestions. Among the explanations for these negative trends of the revenue base of
local government in Ukraine may be unfavorable external environment, hence the poor performance of key dynamics of the main economic activities that adversely
affects the stability of exchange rate, stimulates the unwinding inflationary spiral and is causes growth of un89
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employment and reducing the sphere of material production. Among the internal factors should be highlighted imperfection fiscal planning, in terms of limited
opportunities to develop own revenue base local governments through tax revenues.
In general terms, it is appropriate to continue to
gradually shift the tax burden from mobile factors of
production (capital and labor) for non-mobile (land, natural resources), as well as the consumption of certain
goods whose production is detrimental to the environment (or the consumption of which is harmful to health
of human), in conjunction with increasing the efficiency
of tax administration and improve the mechanism of formation of budget revenues of local government in
Ukraine based on the expansion of the powers of accumulation of tax revenues.
To this end, it is appropriate to consider the possibility to gradually increase the share of corporate income tax, which remains at the disposal of local governments of Ukraine and take measures for improvement of
depreciation policy. These solutions will reduce the tax
debt of paying corporate income tax including interest
and encourage local authorities to Ukraine of production
on their own territory, as tax revenues from taxation of
corporate profits will remain at their disposal.
As for the excise tax, it should be noted that it is
the taxpayers are end users excisable goods. Manufacturers and importers of excisable goods take tax and
transfer to the budget mainly in the price of its implementation. The relatively small share of excise tax withheld at retail. However, the production and clearance of
excisable products in Ukraine is uneven as opposed to
consumption. In these conditions need reduce specific
excise tax, paid by producers (importers) of excisable
products with increasing ad valorem component, which
remains at the disposal of local authorities. It will
strengthen the financial capacity of local governments
in Ukraine.

as percentage of GDP / OECD-Stat, Organization for
economic co-operation and development, available at:
http://stats.oecd.org/. 5. Про схвалення Концепції реформування місцевого самоврядування та територіальної організації влади в Україн: Розпорядження
Кабінету Міністрів України Концепція від
01.04.2014 р. № 333-р. [Електронний ресурс]. – Режим доступу: http://zakon3.rada.gov.ua/laws/show/
333-2014-%D1%80.
Островецький В. І. Окремі аспекти податково-бюджетної політики України в умовах децентралізації: доходи місцевих бюджетів
У результаті макроекономічної оцінки бюджетно-податкової політики виявлена зворотна залежність між рівнем податкового навантаження на
зростання економіки і фізичного ВВП. Запропоновано декілька напрямків реформування податкового
законодавства, які сприяють зростанню економіки
на основі балансу інтересів держави і бізнесу, а також органів місцевого самоврядування.
Ключові слова: податкова політика, децентралізація, податки, бюджет, органи місцевого самоврядування.
Островецкий В. И. Отдельные аспекты
налогово-бюджетной политики Украины в условиях децентрализации: доходы местных бюджетов
В результате макроэкономической оценки бюджетно-налоговой политики обнаружена обратная зависимость между уровнем налоговой нагрузки на
рост экономики и физического ВВП. Предложено
несколько направлений реформирования налогового законодательства, которые способствуют росту
экономики на основе баланса интересов государства
и бизнеса, а также органов местного самоуправления.
Ключевые слова: налоговая политика, децентрализация, налоги, бюджет, органы местного самоуправления.
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ORGANIZATION OF MARKETING ACTIVITY OF COAL
MINING ENTERPRISES IN AN IRREGULAR DEMAND ENVIRONMENT:
THEORETIC AND PRACTICAL ASPECTS
The study was complete as part of scientific research of Institute of Industrial Economics of National Academy of
Science of Ukraine «Growth of public-private partnership through modernization of coal-mining industry and thermal
power» (statutory registration № 0115U001638).

Scientific papers by foreign scholars P. Allen, G.J.
Bolt, U. Witt, J. Wootten, Ye. Holubkov, A. Hradov,
P.V. Jackson, P. Drucker, P. Zavyalov, F. Kotler,
A. Pankruhin, G. Rich, Rosanne L. Spiro, V.J. Stanton,
Ch. Futrell, R.D. Hisrick, L. Stern; and by native scholars O. Varchenko, I. Pasky, I. Solovyov deal with the
development of methodological, structural and information support for marketing management of enterprises and development of methodological approaches
to estimate efficiency of marketing system functioning.
Based on review and collation of literary sources it
may be noted that a significant contribution of foreign
and national scholars has been already made to this multifaceted and complicated problem. However, it is reasonable to continue further study towards the improvement of the efficiency of marketing activities of coal
mining companies, taking into the account their peculiar
workings and current trends in development of institutional environment. All of the above greatly influenced
on the selection of the topic for this research and its objective.
Research objective involves development of theoretic and methodological concepts, implementation of
practical guidelines on improvement of marketing activities of coal miners in the environment of an irregular
demand.
Presentation of basic material of the research.
Based on review and collation of approaches of different
scholarly traditions the term «marketing activity» was
classified under 6 groups: organizing of trading activity;
marketing system, delivery of goods to customer and after-marketing service, marketing activity; demand generation system; marketing promotion and merchandise
exchange; distribution (organizing of optimum flow of
products through efficient channels of distribution);
form of economics aimed at improvement of marketing
efficiency.
Thus, based on analysis of scientific sources it was
revealed that as a rule marketing activity identifies with
the term «marketing» and is thought of as complex of

Problem statement. Nowadays coal mining enterprises run in the environment of an irregular demand and
decrease of customer loyalty. A key component for
value creation and development of business competitive
advantage is an improvement of their marketing activities through forecasting of customer demand for coal,
setting of realistic plans and programs, close monitoring
and control over activities in distribution network, early
recognition of problems and quick management decisions, practical implementation of information technologies. According to experts estimations implementation
of measures on improvement of marketing activities of
enterprises helps to reduce selling cost by 20% [1,
p. 19], to increase quantity of shipments by 35–40% [2,
p. 43], to decrease delivery time for end product by 25–
45% [3, p. 39], to decrease time per haul and transport
cost due to optimization of traffic route and adjustment
of delivery schedules [4, p. 21, 22].
Thus, current economic environment for coal producers requires new means of its efficiency improvement such as advances in marketing through the development of marketing networks.
Analysis of recent research and publications. A
significant number of works by lead national and foreign scholars deals with the problems of giving an exact
definition to «marketing activities of enterprises» based
on different scientific approach.
Many researchers pay serious attention to defining
the term «marketing and distribution»: L. Balabanova,
A. Balabanyts, I. Bilozertseva, V. Hamaliy, P. Havrylko, M. Honcharenko, V. Deriy, D. Dubivka, M. Yermoshenko, A. Kluchnyk, І. Lyashko, М. Oklander,
P. Orlov, О. Paduhevych, T. Prytychenko, S. Romanchuk, А. Seviyan, H. Kholodnyy, S. Khrupovych,
S. Shpylyk, V. Tshetynin. Scientific papers by O. Bilovodskaya, О.S. Byelousova, А. Bohdanovych, О. Klymenko, О. Koshyk, О. Kryveshko, V. Kyslyy, І. Kulynyak, N. Lahotska, К. Lyetshyna, О. Olefirenko,
S. Rosumey, О. Smolyanyk, N. Terentyeva analyze the
term «marketing activity».
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In the structure of expenses for marketing activities
of for example State Company «Selidovugol» the share
of payments for loading and transport department in 2015
was 73.8% (20.6% more than in 2010), payments for railroad services were 6.4% (6.1% less than in 2010), other
expenses were 19.8% (14.5% less than in 2010).
Therefore, the obtained estimations speak for ineffective organization of marketing and for deterioration in
business activities of coal mining enterprises of Ukraine.
In the environment of irregular demand for coal
forecasting of marketing goals of coal mining enterprises is now relevant for making sound management
decisions when planning marketing of end products and
trending business development.
When developing forecasts the following statistical
technologies were used: average growth rate extrapolation; extrapolation based on average time series; absolute growth rate extrapolation; method of analytical
trend adjustment (least-square method).
Calculations proved that theoretical error of the
forecast of marketing of coal products when using least
square method was 0.03%, average growth rate extrapolation was 0.06%, absolute growth rate extrapolation
was 0.67% and average time series extrapolation was
17.66%.
To verify the feasibility of these methods a comparative analysis of the results of marketing forecast and
actual data over 2015 was made. The difference between
the forecast and actual values of coal products sold when
using least square method is 0.3%, average growth rate
extrapolation is 0.6%, absolute growth rate extrapolation – 7.2% and average time series extrapolation is
43.4%. Therefore, according to the results of the research, methods of least squares and average growth rate
extrapolation are effective methods of forecasting marketing of coal products because of higher probability of
predicted values.
According to the forecasts using least square methods in 2016 coal production must decrease by 9.4%
compared to 2015, coal output – by 8.1%, market product – by 8.1%, coal sold – by 9.5%. At the same time the
total volume of coal in stock at coal mining and coal refinery enterprises under the Ministry will grow by 4.4%
and of coal ready for shipment – by 4.7%.
In 2016 loss ratio of coal production shall be 70.6%
what is 3.7% more than in 2015. Production cost of 1
ton of commercial coal shall exceed the price by a factor
of 3.4. Expenses for marketing of 1 ton of commercial
coal shall be 0.5%.
Thus, the results of the study demonstrate that
methods of least squares and average growth rate extrapolation have a number of advantages: accuracy, feasibility and efficiency of calculations, little deviation of the
results, absence of the subjective factor typical for Delphi method; and application thereof shall justify management decisions necessary for organization of marketing activity of coal mining enterprises.
According to the research the key elements for organization of marketing activities of coal producers are

processes of generating demand and efficient distribution channels, organizing marketing communications,
distribution, marketing of end product for the purpose of
making profit and consumer satisfaction.
Taking into account the peculiarities of operation
of coal mining companies and current development of
the coal market and institutional environment the contents of the term «marketing activities of coal producers» was clarified and unlike all the existing ones is now
thought of as business line of coal mining enterprise involving coal marketing for meeting demands and observing terms of contractual relationships with different
categories of customers.
A number of factors affects the operation of coal
mining enterprises: unstable development of market
economy (demand fluctuations, permanent changes in
price, inflation rate), crisis growth in the national economy under the conditions of intensive globalization and
integration processes.
The survey of the number of coal mining enterprises shows that operation thereof is affected by such
financial and economic conditions as denial of payments
for products sold; change of contractual relationships
between the partners; restriction of financial resources;
unstable state of demand for coal (proficit or deficit).
Based on analysis it was revealed that domestic
coal mining branch has specific features of organization
of marketing activities. They include:
– constant fluctuations of marketing opportunities
for coal products and irregular demand for coal;
– reduction in coal production, in end products,
commercial output and products sold;
– marketing of coal as a rule is exercised through
direct channels of distribution;
– uneven shipments of coal to large and average
consumers;
– an increase in coal stock at the storage sites of the
state coal mining and coal refinery enterprises.
According to the Ministry of Energy and Coal Mining
of Ukraine in 2006-2015 loss ratio of coal production increased in the state sector of the field, when in 2006 this
ratio was 27.1%, in 2011 – 36.4 and in 2015 – 39.8%. In
2015 the production cost of 1 ton of coal by state coal producers exceeded the price of 1 ton of coal by 1.7 (in 2006
by 1.4, in 2011 – by 1.6).
According to the analysis of historic data full cost in
coal mining industry of Ukraine has increased in comparable prices by 134% for the period of 2006-2015, or from
12919 to 30234.2 million UAH, an average rate of growth
over this period was 109.9%. Expenses for marketing activities in comparable prices has decreased by 34.9% from 212.8 to 138.5 million UAH, an average rate of cutback was 95.3%. The share of expenses for marketing
activities in the full cost of coal decreased by 1.2% over
the period of 2006-2015 – from 1.7 to 0.5%. Expenses
for marketing of 1 ton of coal by state coal producers of
Ukraine increased by 65.9% over the period of 20062015, or from 5.39 to 8.94 UAH, the average rate of
growth was 105.8%.
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for services rendered «coal plus delivery» or «coal without delivery».
Hence, stages of contract formulation should include:
– forecasting of quantity of shipments of coal to
customers;
– receiving of orders for coal, conclusion of contracts for the delivery;
– delivery schedule approval, terms of payment for
coal;
– selection of transportation, conclusion of contracts for transport services with loading and transportation department or motor carriers;
– writing shipment schedules with consideration
for travel time and time for unloading carriages and vehicles;
– application of penalties, punitive sanctions to
customers in case of undue cancellation of order for
product delivery.
Subject matter of contacts for the delivery of coal
needs improvement and update. Practice shows that as a
rule when in situation where customers are late to refuse
from the ordered coal products the enterprises end up
paying for services of loading and transportation department, usage and spotting of cars. In this regard the contracts for the delivery shall include a paragraph saying
that in case when customers are late to refuse from ordered coal products they shall reimburse cost of services
of loading and transportation department for usage and
spotting of cars to the enterprises.
One of the important means of cost reduction and
efficiency improvement for operation of national coal
producers is an arrangement of marketing management
system based on system concept.
Due to scientific researches it became clear that marketing management system of coal producers is known better as interrelated network of subject-object entities
through implementation of the full range of marketing
management functions in a single complex using all the
mechanisms of information and organizational support.
Marketing management system of coal mining enterprises is a system that consists of several components
(processing and filling of orders, shipment, storing,
stock management, customer service), performs the relevant functions and has developed relations with the environment in other words with the market (intermediaries, consumers and other partners).
It is a relatively stable network of structural units
(functional elements of the enterprise, middleman organizations, customers) interrelated and integrated by
single management of marketing processes aimed at
meeting strategic goals of coal mining enterprise.
Typical features of marketing management system
of coal mining enterprise include: complexity, structuring, hierarchy principle, emergence, synergy, flexibility,
agility, orientation towards integrated efficiency.
Development of marketing management system of
coal mining enterprise must rely on a mechanism. According to the analysis of scientific works a mechanism

the conclusion of the contracts with different categories
of customers, based on the specifics of their servicing,
and adherence to contract relationships.
These recommendations are based on the provisions of institutional economic theory, whose followers
argue about the necessity of building the system of contractual relationships. From the point of view of M.
Odyntsova contract in economic theory must be considered “not only as pure marketing agreement dominating
the market of perfect competition but also as
«relationship» that the parties seek to maintain» [5, с.
100]. Contract is «the rules that arrange the exchange
between economic agents and lay down the rights they
receive in exchange for their obligations, and also the
mechanism of enforcement the contract» [5, с. 200].
Contract as noted by A.A. Ausan is a typical variety of institutional arrangements. It can be defined as «a
rule that builds interactions in time or space between
two (or more) economic agents in respect of title-fortitle exchange based on self-imposed obligations as a result of agreement reached” or «self-imposed by economic agents rules of exchange, market performance,
interaction within hierarchical structures (organizations), and various hybrid forms of institutional agreements that combine features of market and hierarchical
interactions» [6, p. 18, 24].
The theory of contracts developed by B.
Holmstrom and O. Hart substantially deepens and complements neoclassical and institutional theories bringing
them closer to the real needs of enterprises [7]. The
problem solved by the theory of contracts involves
bringing out information and offering the agent an ideal
contract that considers the type thereof and at the same
time could inspire an agent for a fair practice. Contracts
can significantly reduce conflict of interests between the
participants of economic relations. The better the terms
of the contract are written the more endorsement’s and
motives are there for
Thus the contractual management of coal marketing means continuous process of conclusion and execution of contracts for delivery of coal. This process must
be implemented through the management functions:
planning, organization, control, analysis, regulation.
The basis of the contract for marketing of coal includes
obligations, terms, liabilities of parties, protection of
rights, if one of the parties violates the obligations.
When building up a contract with customers there
are certain aspects that must be considered. Thus, drawing up a contract for the delivery of coal to whole marketing customers it will be reasonable to recommend
such paragraphs as prepayment of 30-50% or delay in
payment for the coal shipped. Specific feature of the
contract for the delivery of coal to average whole marketing customers must be 100% prepayment as term of
payment as well as possibility of choosing type of transportation depending on quantity of shipments. The key
element of the contract for delivery of coal to individual
whole marketing customers is 100% advance payment
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there occurs a tendency of uneven shipments of coal to
large-scale and average whole marketing customers;
– partnership between a coal mining company and
a customer must be built on a volunteer basis of cooperation, synergy resulting from integration of efforts,
goals and resources of the partners, based on mutual dependence in terms of responsibility, division of power
and risks;
– marketing activities should be based on introduction of modern information and communication technologies that uses specially designed software, computer
control systems, economic and mathematical methods.
It was revealed that under the conditions of proficit
of demand for coal there are good reasons to build marketing networks that look like an effective model of
partnership between the participants of the coal market
of Ukraine (coal mining companies, coking plants, combined heat and power stations, middleman organizations, different classes of buyers of coal products).
There are two models of marketing networks:
The first model is an agreement between coal mining companies and combined heat and power stations
whereas the latter controls supplies of coal products, fix
coal price (that can be considered as an investment into
business development of coal mining companies). Advantages of such marketing network include optimum
price level for coal due to direct supplies. Disadvantages
include: narrow focus of type of coal; possible disruptions in the deliveries of coal to heat and power plants
resulting from force-majeure circumstances (for example accident at a coal mining enterprise).
The key element of the second model involves an
agreement between coal mining companies of different
forms of ownership to establish a coal syndicate (acting
as a commercial organizational structure). Marketing
management function is passed within public-private
partnership of syndicate. Basic responsibilities of the
syndicate are to define necessary production volume of
coal; secure development, control and management of
marketing activities; fix price for coal and shape a policy
of coal mining companies. Coal mining enterprises shall
enter into contract with syndicate for a definite volume
of coal syndicate can buy. Advantages of such partnership include: continuous purchases of coal from coal
mining companies and deliveries thereof to heat and
power plants; establishment of long-term relationships
with firm customers of coal.
Conclusion. Therefore, the present article completes theoretic summary and solves important scientific
task of organizing marketing activities of coal mining
enterprises in the environment of irregular demand.
Basic concept of the research centers around the
development of theoretic and scientific methods, development of practical guidelines on improvement of marketing activities of coal mining enterprises due to organization of marketing networks.
Implementation of proposals for improvement of
marketing activities of coal mining companies helps to
save costs:

is defined as a complex of processes, techniques, approaches, concepts, certain actions for goal achievement; succession of stages and complex of methods;
succession of stages and complex of techniques; series
of actions and sequence in use thereof; arrangement and
management of manufacturing noting its peculiar forms,
methods and techniques; sequence of processes, stages,
mechanisms and tools.
Components of the mechanism as a rule include
tools and mechanisms; business entities and mechanisms; methods, levers and tools; complex of forms and
methods; techniques.
To guarantee effective marketing management of
coal mining enterprises it is necessary to apply management techniques (organizational, economic, social psychological) and implement modern data ware and software (DRP and DRPII distribution IT, CRM information system of management of customer relationship).
So the basic mechanism for the development of
marketing management system of coal mining enterprises is defined as a complex of principles, tools, functions, methods and techniques aimed at reducing the
level of expenses for marketing activities and different
services (transportation, storing, marketing etc.).
Development of marketing management system of
coal producers means regulated by statutory documents
complex of interrelated organizational, technical, economic and social measures for improvement of marketing management designed to increase the performance
of an enterprise by means of reducing the level of expenses.
Development of marketing management system of
coal mining enterprises must rely on whole new principles of operation:
– application of system approach to organization of
marketing activities in a single complex, more specifically implementation of a complex of interrelated successive processes (survey of the needs and demand of
customers; contract work with shipping organizations
and consumers; laying in store of coal products; service
support of different class customers; transportation and
marketing of coal products) and different freight services;
– implementation of the full range of management
functions (forecasting, planning, organization, accounting, control, analysis and regulation) in a complex of
successive marketings processes;
– consideration of specific features of marketing
management at coal mines which include: constant fluctuations of coal market and irregular demand for coal;
coal production cut, reduction in commercial output and
marketing and increase of stock balance of coal; arrangement of shipments of coal to customers (as a rule,
use of rail and road transport); marketing of coal products via direct channels;
– differentiation of customers for coal products
into large-, average- and small-scale whole marketing
depending on the level of their annual demand; whereas
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– for transportation of coal products by reducing
expenses for services of loading and transport department, for using and spotting cars due to their rational use
by capacity, for reducing idle time of cars during coal
loading; improvement in consistency of train schedule
and development of the most convenient routes for
transport;
– providing services to customers by reducing the
time for paperwork, improving service involving modern information technologies.

Залознова Ю. С., Трушкина Н. В. Организация сбытовой деятельности угледобывающих
предприятий в условиях нестабильности спроса:
теоретические и практические аспекты
Уточнено содержание понятия «сбытовая деятельность угледобывающего предприятия» с учетом
особенностей его функционирования. Выявлены
факторы, влияющие на организацию процессов сбытовой деятельности угледобывающих предприятий.
Проанализирована динамика показателей сбытовой
деятельности угледобывающих предприятий. Выполнены прогнозы показателей сбытовой деятельности угледобывающих предприятий с использованием различных методов прогнозирования. Предложена модель контрактных взаимоотношений угледобывающего предприятия с разными категориями
потребителей. Разработано научно-методическое
обеспечение совершенствования системы управления сбытовой деятельностью угледобывающих
предприятий. Даны предложения по формированию
сбытовых сетей в условиях нестабильности спроса
на уголь.
Ключевые слова: угледобывающее предприятие, сбытовая деятельность, организация, факторы,
показатели, анализ, методы прогнозирования, модель контрактных взаимоотношений, разные категории потребителей, сбытовая сеть.
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Zaloznova Y., Trushkina N. Organization of
marketing activity of coal mining enterprises in an
irregular demand environment: theoretic and practical aspects
The contents of the term «marketing activity of
coal mining enterprise» was revised considering the peculiarities of operation thereof. Factors affecting marketing processes of coal producers were identified. Dynamics of marketing of coal mining companies were analyzed. A forecast of marketing rate of coal mining enterprises were made using various methods of forecasting. A model of contract relationship between coal producer and different categories of customers was developed. Methodological guidelines on improvement of
marketing management system of coal mining enterprises were designed. Recommendations on how to arrange marketing networks in the environment of irregular demand for coal were given.
Keywords: coal mining enterprise, marketing activity, development, factors, ratio, analysis, forecasting
methods, model of contract relationship, different categories of customers, marketing network.

Залознова Ю. С., Трушкіна Н. В. Організація
збутової діяльності вугледобувних підприємств в
умовах нестабільності попиту: теоретичні та
практичні аспекти
Уточнено зміст поняття «збутова діяльність
вугледобувного підприємства» з урахуванням особливостей його функціонування. Виявлено чинники,
які впливають на організацію процесів збутової діяльності вугледобувних підприємств. Проаналізовано динаміку показників збутової діяльності вугледобувних підприємств. Виконано прогнози показників збутової діяльності вугледобувних підприємств
із використанням різних методів прогнозування. Запропоновано модель контрактних взаємовідносин
вугледобувного підприємства з різними категоріями
споживачів. Розроблено науково-методичне забезпечення вдосконалення системи управління збутовою діяльністю вугледобувних підприємств. Надано
пропозиції щодо формування збутових мереж в умовах нестабільності попиту на вугілля.
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THE MARKET APPROACH TO LOCAL MARKETS OF HOUSING
AND COMMUNAL SERVICES OF UKRAINE
service for safety life of residents that is not included in
the tariff for MBLA, but costs a lot;
− removal of bulky waste as a necessary service
for the city because of its large accumulation impede
travel or even pass on the surrounding local area. Furthermore, it should be noted that it is necessary not only
to take out the garbage but to bury it in a landfill also,
which requires the company's expenses;
− the maintenance of children' and sports grounds
is also an unbearable burden on the shoulders of utility
companies. The peculiarity of this type of work is the
fact that the poor state of children' playground can cause
injury or even death of people using this construction.
Given the fact that serving housing utility companies
there are no workers who may inspect, make defective
acts and repair these engineering structures in the staffing, we can conclude that most of the existing children'
and sports grounds are not in the best condition. Redecorating is the only way to serve the given above engineering facilities. And, of course, these costs are not included in the tariff for MBLA fall exclusively to the enterprise;
− lack of technical passports for homes is another
significant obstacle to optimal functioning of the company. Because of the high cost of production (from 20
to 60 thousand HRN) for one registration certificate, the
company can not do this thing. However, this year the
Odessa city council decided to allocate money for the
production of technical passports for further transfer
houses to condominiums’ balance [5].
Basic income of utilities at the time is paying bills
for maintenance of the building and the local area. This
way of income is approximately 80% of total annual
turnover.
The remaining 20% of the company gets through
the following sources:
− return of the operating costs of tenants in nonresidential premises;
− return on tenants operating costs of internal
electric power;
− the use of basements for private purposes;
− payment for the use of non-residential premises;
− service entities that are deployed on the territory entrusted to the company;
− pay for the maintenance of territory adjacent to
private garages;

It’s not said a lot about the issue of market relations
in the sphere of the necessary needs of the people. In the
first place among such needs can be put needs for food,
shelter and warm clothing, warmth and comfort [1]. The
vast majority of these needs find their satisfaction in local markets. These include markets such as food markets, catering services, housing markets and housing
services, items of clothing, furniture and home repairs,
and more.
Today, utilities in Ukraine is in a state of stagnation
[2]. Housing fund, which was built in the Soviet Union,
requires constant repair and modernization. A lot of internal engineering networks come into disrepair, leading
to insecurity of residents houses with vital components
such as water, electricity, gas. It should be noted that the
state of main housing funds has reached a level at which
will be impossible to prevent technogenic accidents in
the near future [3]. In the unstable economic situation
and rising prices for materials and maintenance of residential buildings it’s necessary to improve tariffs on all
public utilities immediately. Low rates make it impossible to provide quality service. Current rates - an average
of 1.42 USD / m2. – are being in use from 2008 and has
long been unprofitable [4].
In light of recent reforms of housing taking place
in Ukraine, the most significant is the need to transfer
buildings that are in municipal property now to management society condominiums. The ultimate goal of this
reform is the elimination of utility companies that currently serve homes and the transfer of buildings to condominiums’ balance. However, it should be noted that
at the moment these utilities also dealing with a number
of problems the community that go beyond the concept
of "housing services".
These problems must be considered:
− cleaning "abandoned" areas - that are such territories that are not included in the calculation of tariffs
for the maintenance of the building and the local area
(MBLA), but that are on the territory controlled by the
company. These areas can act abandoned motels, private
sector, substations and other facilities that are on the local area;
− watering area. This service is not included in
the tariff for MBLA, however, the need for irrigation
area is one of the priorities in the summer;
− trimming and other work with trees to bring
them in proper sanitary condition. Another necessary
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Table 1

− payment for the use of sheds;
− shipping of accounts of urban single settlement
centerto the end user;
− pay for sanitation services;
− the use of outbuildings;
− other income.
The most significant of these items of income is the
return of the operating costs of tenants in non-residential
premises at a rate of 11%, payment fee area adjacent to
private garages at a rate of 3%, return on tenants operating costs of internal electric power at a rate of 2%. Everything else is no more than 4% of revenue the utility.
It should be noted that in addition to their income,
these enterprises receive budget subsidies. Approximate
list of investment programs subsidized by the city
budget each year consists of 11 items and includes:
− maintenance of abandoned areas located on the
territory controlled by the company;
− maintenance areas that are not covered by the
public, is not included in the tariff during its calculation
for different reasons;
− watering local area;
− removal of large debris from the local area,
which now serves;
− demolition, pruning and cutting trees that are on
the local area served by the company;
− the maintenance of children' and sports fields
that are on the local area served by the company;
− cover the difference between the cost of electricity, laid down in the tariff and paid at the moment;
− cover the difference between the cost of utilities
such as heating, lighting, water and sanitation, are directly related to the provision of services for maintenance of houses and local territories that were incorporated in the rate and are paid at the moment;
− the maintenance of old and emergency fund,
whose inhabitants are exempted from paying the tariff
for maintenance of houses and local areas;
− cover the difference between the minimum
wage laid down in the tariff and is payable at the moment.
Given the huge volume of required subsidies, the
city budget is not able to fully repay the necessary additional financing. Partial funding is usually not more than
50% of subsidies that these enterprises have to get from
the budget leads to the fact that the company has to
spend money that could be spent on much needed thing
as a maintenance engineering components of the house,
on those cost items that are missing government funding
in full.
Presumably, the relative distribution of costs on
businesses tariff components can be seen in table 1.
The remaining 25% of the costs the company
spends on maintenance of administrative and engineering staff, as well as landscaping, the cost of which is not
included in the tariff.
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Generalized distribution company's
expenses on tariff components
Tariff’s component
Cleaning of local area, basements, technical
floors, attics
Cleaning of staircases
Maintenance of elevators
Maintenance of internal heating systems, water supply, drainage and sewerage drain, carrying and protective structures, wooden products, vents
Current repair of structural elements, engineering systems and technical devices and external elements of improvement
Deratization, dezinsection
Lighting of public spaces, basements, pumping water, electricity of elevators

The relative magnitude of expenditures
25 %
2%
2%
11 %

24 %
1%
10 %

Based on the analysis, we can say that utilities are
not only receiving incomplete for optimal functioning
subsidies, but also ineffectively spend the money.
Looking at the structure of the base tariff for
MBLA it can be noted that about 50% of the costs in this
structure occupies current repair. Seeing that the costs
for this part of the tariff does not exceed 25% of the costs
of the enterprise, it is unclear where the money goes
missing. However, at the same time it should be noted
that so as tariffs for MBLA in Odessa were put in place
in 2008, the costs inherent in the tariff does not cover
the actual costs of maintenance of buildings and local
territories. This is more than double the increase in the
minimum wage, a huge increase in the cost of materials,
electricity, fuel and other needed things.
However, it should also be noted that utilities has
the right to reallocate the costs in the tariff structure,
while not exceeding the total amount of all components
[6]. With such redistribution utilities provide the most
needed urgent services. As you can see above - these
services are:
− cleaning of local area, basements, technical
floors, attics;
− current repair of structural elements, engineering systems and technical devices and external elements
of improvement;
− maintenance of internal heating systems, water
supply, drainage and sewerage drain, carrying and protective structures, wooden products, vents;
− lighting of public spaces, basements, pumping
water, electricity of elevators.
It can be noted that current repair of structural elements of the building is currently not done according to
the plan, but in case of breakage. For example, it is possible to repair the roof, the current repair rate per year 10% of the roof. Lack of roof repairs over the years leads
to the fact that in case of breakage, the company repairing the roof area in excess of 10%. This suggests that
one-time money for big repairs are taken from the cash
flows of other buildings.
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Looking at utility companys’ costs that are not included in the tariff for MBLA, we note that the company
simply need additional sources of income. Currently
these may be the next source [7]:
− charging for the use of installations of house.
They are used by companies such as ISPs, television
companies, etc.
− charging for renting basements and attics,
where can be installed such objects like "server", swap
water pumps, etc.;
− reduction management, maintenance of which
costs company extremely expensive and a partial increase in salaries for remaining employees;
− charging for service of engineering and architectural forms, which are on territory controlled by the
company;
− receiving subsidies of city council in full.
We have already mentioned that we should understand the need to stimulate targeted research and development of local markets as an important factor in
strengthening regional and municipal economy [8]. All
of the above means that the immediate reform of the
housing and utilities sector has to begin as soon as possible. This massive transfer buildings to condominium
does not solve the problem, but also can make it much
worse. At this point no one except the businesses that
serve housing has no experience in this field, and this
can adversely affect the state of technical components
and engineering systems house.

локального ринку житлово-комунального господарства / О. Серов // Економічні інновації. – 2015. –
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рынки в системе национальной экономики: определение, функции, задачи / В.М. Лысюк, А.О. Серов //
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Лисюк В. М., Серов О. О. Ринковий підхід до
локальних ринків житлово-комунального господарства України
Стаття присвячена дослідженню існуючих проблем житлово-комунального господарства України.
Визначено найбільш суттєві проблеми ЖКГ, надано
узагальнені витрати на утримання житлового фонду, розкрито проблемні пункти, із яких складається
тариф на СДПТ. Запропоновано можливі шляхи вирішення проблемних моментів галузі. Обумовлена
необхідність термінового реформування галузі і неефективність реформ, які проводяться в наш час.
Ключові слова: житлово-комунальне господарство, житлово-комунальний сервіс, реформування,
утримання будинків та прибудинкової території, локальні ринки.
Лысюк В. М., Серов А. О. Рыночный подход
к локальным рынкам жилищно-коммунального
хозяйства Украины
Статья посвящена исследованию существующих проблем жилищно-коммунального хозяйства
Украины. Определены наиболее существенные проблемы ЖКХ, даны обобщённые расходы на содержание жилого фонда, раскрыты проблемные
пункты, из которых состоит тариф на СДПТ. Предложены возможные пути решения проблемных моментов отрасли. Обусловлена необходимость срочного реформирования отрасли и неэффективность
реформ, которые проводятся в наше время.
Ключевые слова: жилищно-коммунальное хозяйство, жилищно-коммунальный сервис, реформирование, содержание домов и придомовой территории, локальные рынки.
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Lisyuk V., Serov A. The market approach to local markets of housing and communal services of
Ukraine
The article is devoted to research of the problems
of housing and communal services of Ukraine. The paper identified the most significant problems of utilities,
the generalized cost of maintaining the housing stock are
given, the problematic points of the tariff for the maintenance of houses and local area are disclosed. The possible ways of solving the problem moments of industry.
The need to reform the sector and the ineffectiveness of
the reforms taking place in our time are caused.
Keywords: housing and communal services, housing and utilities, reforming, maintenance of houses and
local area, local markets.
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BANK MARKETING AT THE PRESENT UKRAINIAN BANKING SERVICES MARKET
It is known that the factors that led to the emergence and development of Bank marketing are the following ones [1, p. 11; 3, p. 26]:
– liberalization and universalization of banking activities;
– internationalization of the banking industry, the
result of which is globalization;
– development of the interbank market;
– the emergence of Bank-type-financial and credit
institutions, which had opportunities for the further development in specific sectors of the economy;
– development of competition between banks and
non-bank credit institutions;
– changes in the banking technology, especially in
private customers servicing;
– increasing of significance of bank service quality.
Modern commercial bank can be considered as a
company that manufactures special services on the financial and monetary and credit markets [5], that deeply
penetrates in all spheres of the economy, actively serves
and affects all economic and social processes in the
country.
A. Nikitin and L. F. Romanenko emphasize that the
specifics of banking and banking product (an abstraction, a monetary form of expression, contractual nature
of the relationship with buyers, the length of time of
banking product or service use) put a mark on marketing
in banking that «…appears as a special branch of marketing services which creates, forms and develops its
product» [7, 10].
From a marketing perspective, services offered by
the Bank can be divided into two groups [10]:
− those that bring the Bank profits (issuing loans,
trust operations, consultation and mediation services,
etc.);
− related to the involvement of temporarily free
funds of people, enterprises and organizations (deposit
services, accounts management, etc.).
Homogeneous bank services, that provided for customers and that united by certain signs and which
formed based on banking technologies and operations,
constitute the banking product [5]. It is often that use of
one banking service makes it necessary to consume additional service offerings. When acquiring the product
form, the banking product, does not isolate itself in the
market environment, and thus, banks are interested in
opportunities to provide a full range of services to meet
the demand of customers, and sometimes outperform

Relevance of the problem. Introduction of Bank
marketing is an essential part of the life cycle of bank
services, because, along with already stable large banks
and fast elimination of small ones, effective strategic
and operational planning is the Foundation of a stable
existence and development of banking.
Analysis of recent research and publications.
Various aspects of Bank marketing are considered in the
researches of such foreign experts as I. Ansoff, E. P.
Golubkov, J. Evans, A. Enders, E. V. Egorov, F. Zhukov, R. Maborn, G. L. McNaughton, D. Makarov, V. T.
Sevruk, A. Floh, Frost Steven J.
In Ukraine, the question of development of marketing activities in commercial banks is studied by the following scholars: I. Alekseev, V. Alyoshin, L. Balabanova, Bushueva, V. Gerasimchuk, B. Zavadskaya, I.I.
Kacheva, A. Kirichenko, V. Lysytskyi, O.I. Lutiy, A.
Moroz, A. Nikitin, A. Poltorak, L.F. Romanenko, O.
Tkachuk, A. Stein and others.
The Aim of this article is to consider the relevance
of the use of Bank marketing in today's market of banking services and its functioning features; detection of
marketing strategy development methods, which will allow the Bank to achieve wanted goals at the Ukrainian
market.
Main material exposition. For the development of
any market it is typical to experience increasing competition, and Ukrainian market of bank services is no exception. Unlike most of the Central and Eastern European markets, where local banks are competing with
Western ones, Ukrainian banks must reconquer their
market place in dealing with European ones, which also
want to get profits in Ukraine. In such conditions, it is
very important for local banks to choose the right marketing strategy: strengthening positions in dealing with
competitors, strengthening the prospect of becoming a
leader or preparing an entry into the market. To obtain
the expected profit, banks are forced to spend big, and
sometimes even huge amounts of money for marketing
researches and activity strategy development, however,
spending does not always lead to choosing of truly effective strategies.
Thereby, marketing – is the concept that is based
on system approach and which is oriented on the consumer and is about management of production and marketing of goods and services, providing responding to
market needs, acceleration of goods distribution, increasing of profitability of production and trading [1].
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and even create this demand, which requires additional
activity on the market.
Quality of banking products (services) – is a set of
properties of the conditions for their purchase and sale
(interest rate, granting orders, refunding, repayment,
withdraw), that distinguish them for the customers while
there is the same destination of such products and
amount of money [12].
Factors that determine quality of banking product
[2]:
− consumer loyalty;
− market share;
− higher dividends to investors;
− loyal employees;
− lower costs;
− less vulnerability to price competition;
− acceptance of service terms.
Attracting customers, expansion of the sales of its
services, conquering of the market and profits increase –
all these are important tasks of any bank. Because of
this, marketing activities of the Bank are very important
while the content and objectives of them are substantially changing these days. The reason for this is increased competition in the financial markets and the
ever-changing relationships between banks and their
customers [2].
An important aim of commercial bank marketing,
per I.O. Lutiy and A. Solodka [4], is formation and support of the desired image among target clients, business
partners, authorities and the Government, and of the
public. Attracting customers should be the aim of Bank
and all its services policy which is possible by winning
clients’ trust, through participation in professional organizations and institutions, social responsibility, information transparency and profits increase.
At the same time the low level of bank’s reputation
capital or its negative business reputation give rise to
reputational risk, that is very dangerous for banks’ activities, since it can lead to other types of risks occurrence, it is the liquidity risk, which is one of the most
dangerous for banks [10].
In the conditions of competition, the best results
will belong to those, who would precisely consider all
the factors of interaction between Bank and client, and
in the first place – a variety of customer’s needs, which
requires constant information update of changes in his
preferences and needs, which creates the «synthetic approach». The essence of this approach is that the sphere
of bank’s operating activities must fulfill not only the
user functions, but also it must be a source of information: any contacts and agreements with the customer
must be logged to a database, which already contains a
particular history of the client that the compounded in
the process of marketing research. Moreover, the new
data should flow to the information system not automatically (immediately), but by the defined sets (lots), after
processing and the proper control. In addition to the or-

ganizational changes, banks must also implement a
scorecard, that reflects the degree of customer satisfaction [11].
When implementing the purpose of forming and
maintaining the desired image, the Marketing component will be the creation and maintaining of effective
communication that allows to constantly be in the interaction with users of banking services. The use of the
BTL-technologies is a modern direction in the Bank advertising. Advertising, besides its traditional meaning, –
it is the ATL- technology (above the line) – traditional
ways of selling (direct advertising), includes so-called
BTL- technology (below the line), which belongs to the
non-traditional methods of sales (indirect advertising).
BTL- technology includes direct marketing measures,
sales promotion, event marketing and others [9].
The Reasons of growing popularity of BTL-technologies are:
− the drop of efficiency of the traditional ways of
promotion services;
− changes of the sales structure (self-service development). In the areas of sales, it is taken from 60 to
80% of the all consumers’ decisions about purchases.
When using a VTL technology, the sales grow from 2-4
to 10 times;
− compared with traditional advertising, BTLcommunications are taken much more positively [7].
BTL – is a relatively new, additional, unique instrument of advertising strategy of the Bank realization,
with the aim of raising consumer’s awareness about the
banking products and involving the customers into a
communication. It is necessary to strive to that the traditional advertising (direct advertising) or BTL and PRpromotion would mutually complement one another
[12].
From the study of existing State of the economy,
there always will be major changes in the credit sector
in Ukraine, there will be changes in its priorities, aims
and tasks. Many of the commercial banks will not be
able to fully guarantee clients’ demand satisfaction,
mainly, because of the limited joint-stock and limited
equity capital.
In the current economic and political situation of
Ukraine it will be noticeable decline of public funding,
and therefore, the funding will be implemented through
commercial structures that will lead to wide coverage of
commercial banks of significant enterprises number
which possess strong financial base. Now, the creation
of new banks is becoming more protracted and difficult
process. Consequently, there is occurring an extension
of accessing services of existing major banks. Systematic implementation of comprehensive market researches make major banks to have their activities done
on a quite broad range of market segments [4].
An example of wide use of marketing in a banking
sphere at contemporary stage and of working out of
proper strategy are banks such as «Ukrsibbank» and
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«Raiffeisen Bank Aval». Their strategy is based on that
banks focus their attention on accepting of small deposits and small depositors, which is usually denied by
many of Ukrainian commercial banks [3].
Medium and small banks, unlike large ones, do not
have a broad clientele, that is a source of increasing of
credit resources, because they (banks) are specialized on
a particular market segment.
Nowadays, on Ukrainian banking services market
the process of absorption of small banks by bigger and
more powerful ones is becoming real Nowadays, on
Ukrainian banking services market the process of devouring of small banks by bigger and more powerful
ones is becoming real. As example, there was the very
first acquisition of insolvent bank from The Guarantee
Fund of Supporting Deposits of Individuals that took
place in July 2015: The Agro Holdings (Ukraine) Limited, subsidiary company of Investment Fund running
by NCH Capital (USA), had acquired 100% of shares of
insolvent JSC «Astra Bank». And of the older examples - absorption of Dongorbank by PUMB bank, which
happened on 16 July 2011 [8].
In conditions of trust decline to small banks, many
of them begin to lose clients, and it is getting hard for
them to attract new clients that strive to cooperate with,
first, credit agencies that have nice image, large reserves
and wide net of affiliates [2].
In modern banking business, in conditions of banking competition strengthening, to attract new clients and
to financially support the development of banks’ own
activities, it can be recommended to apply the following
marketing concepts [2, p. 65]:
1. Service concept. Per it, when choosing a bank,
the customers are oriented on the services, which have
low price. In this regard, banks, that adhere to this concept, offering mostly traditional services, which have
high performance (profitability). Thus, this concept creates the conditions for the formation of financial security of further bank development. This concept is chosen
by banks during the following conditions: the main part
of the real and potential clients of the Bank have low
income; the demand for banking services is equal to the
offer or exceeds it; the Bank’s customer base is growing
and on this basis - its conditionally fixed costs are
shrinking, that allows to provide funds to increase the
share of separate bank services on the market.
2. Parametrical concept. The basic principle of this
concept is attracting clients to Bank’s services that are
superior by their characteristics and quality to similar
ones which offered by their competitors, and therefore,
those services give consumers bigger benefits. In this
case banks make great efforts to improve the quality of
their services. Most frequently the parametric concept is
followed by the banks and financial-credit institutions
which provide services that are unconventional, individual, and sometimes even unique and high-priced ones
(leasing, audit services), that allows the Bank to increase
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its profitability. It’s important to note some factors on
which the parametric marketing concept is based: qualitative characteristics of provided banking services
level; political and economic conditions analysis that influence on services quality; reducing risks when providing banking services and Bank’s profit increase.
3. Commercial concept or the commercial effort intensification concept. It is based on the active information and advertising services which are based on marketing research, to ensure required level of customer engagement and grow of the volume of implementation
services. Active establishment of insurance companies,
pension funds, leasing companies, to reach the clients by
complex service, including non-traditional services,
«know-how», providing consulting in various fields of
business, etc. by banks – these is a typical ploy of using
this concept. For successful realization of this concept,
banks create multifunctional service of marketing. Its
purpose is mainly medium-term − is to gain the attention
of banking services’ consumers, especially by conducting more aggressive, than competitors have, advertising
campaign and active personal sales.
4. Address marketing concept. Per it growth of
banking services consumption can be provided mainly
after analyzing the needs and motivation of demand of
particular social groups of the population on these services and by development of address propositions regarding to promotion of banking services on this basis.
In other words, marketing should begin with analysis of
demand and supply of different banking services and
continue through analysis of financial security of their
implementation and results of marketing researches.
And only after that proposals and programs of Bank services promotion should be formed.
5. Socio-political concept since target philosophy,
ideology, strategy and policy of the Bank are oriented
on the priority of universal, but not the narrow-business,
interests. More detailed further development of marketing strategy happening in planning marketing process,
the so-called marketing-mix, which is developed in the
following main directions: productive strategy; pricing
strategy; the strategy of distributing banking products(services); complex of consumer’s stimulation. The
marketing program of Bank must consider not only the
prospects of getting future profits, but also the possibility of various risks occurrence in the process of marketing program implementation. In this case, each bank
shall determine methods of risks limitation, as well as
specific responsibilities for bank managers and its structural subdivisions in this process (organization of riskmarketing). Bank’s risks limitation, in the end, relates to
structure and consistency of banking operations and
with sufficient level of their diversification. Development of a risk management strategy is based on results
of the situation analysis (analytical marketing), in process of which potential threats are being determined,
those that threaten banking activities stability [4, c. 457].
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Analytical marketing is an inbound link of marketing strategies in a bank. To this link belongs the holding
of external and internal analysis of Bank activities,
which combine management and marketing – activates
financial management to the creation of a single process
of making of profits. This process is carried out by the
Marketing Department, with the further development of
marketing strategy, which is the original element of the
marketing mechanism (marketing management), that
makes significant efforts to implement the Banking
product (services) in order to meet the needs of consumers and receiving of profits, further development of the
Bank, enhancing of its financial strength, making prospect of getting competitive positions at the market, improving the quality of Bank management, i.e. – combining different tools of banking practice into a holistic
mechanism of Bank marketing [12].
Conclusions and suggestions. Because of conducted research, it is proposed to use in practice the following tools which would allow to increase implementation effectiveness of bank-marketing strategies. Those
are:
− regular use of benchmarking, both within the
internal market and with orientation onto the best world
players;
− research of the markets of Central and Eastern
Europe to consideration of potential possibilities and
risks on the Ukrainian market;
− expansion of the traditional set of models to develop strategies and to consider that the majority of such
models are more likely designed for industrial companies and for service companies of non-financial sector;
− creation of as clear as possible marketing service organization with effective communication systems. Orientation to the «studying organizations».
To occupy a strong position on the market of banking services, while designing a model of bank’s competitive development it is recommended to integrate the
strategy of maximal satisfaction of customers’ demands.
Despite all the competitive advantages, which may
have banking institutions, they are not immune from
changes of the external environment, political instability
and of economic policy of the State. In this regard, banks
are recommended to use SWOT-analysis to evaluate the
extent of influence of bank’s strengths and weaknesses
on their market prospects.
The necessity of improvement of banks’ ways of
interacting with customers, to maximize the volume of
banking services sales and increasing of their share of
market, as well as improving of operating efficiency, that is considered in prospect of further studies. Especially it is related to interaction of banks with individuals, because «…The increase in the number of Internet
users, the propagation of smartphones and other modern
means of communication, - these have utterly reduced
the distance between retail banks and individuals, repeatedly increased the amount and the intensity of the

mutual informational exchange, the newest technologies
have been created which became the most perspective
channel of retail banking services» [12, p. 91]. Systematic work of banks in this direction will provide to prospect of building more resultative relationships with the
clients.
Thus, particularity of bank services sale requires
designing of special techniques and methods of Bank
marketing. Introduction of marketing techniques in all
the departments of a Bank’s work will allow to see new
ways of providing services and receiving profits. So,
that, banks which have ‘modest’ capacity are objectively forced to maximize marketing opportunities in order to maximally increase their competitiveness on the
market and to use all of their chances in any situation.
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Високий ступінь політизації економіки України
призвів до загострення проблем в банківському секторі, який сьогодні практично припинив виконувати
свою функцію кредитування бізнесу. Для ефективного функціонування банківської системи в умовах
зростаючої конкуренції і комерціалізації банківської
діяльності, її управління передбачає: об’єктивне визначення поточного і бажаного стану, скоординоване управління фінансовими ресурсами, розробку
гнучких стратегій, вибір інноваційних управлінських рішень, розвиток нових сегментів, банківських
послуг і методів обслуговування. Західні фахівці і
експерти вказують на нагальну потребу підвищення
стратегічної й організаційної ролі банківського маркетингу, що базується на ефективному використанні
нових інформаційних технологій. Основою сучасного банківського маркетингу є стратегія максимального задоволення потреб клієнтів, що, у свою
чергу, призводить до істотного підвищення рентабельності діяльності банків.
У статті розглядаються досі недостатньо розкриті окремі аспекти даної наукової проблематики,
зокрема: аналіз сучасного стану маркетингової діяльності банків України; аналіз організації маркетингової служби у банках України; визначення маркетингових досліджень, пріоритетних для українських
банків; виявлення проблем маркетингової діяльності українських банків та трансформаційних ринкових факторів.
Також розглянуто основні тенденції та особливості розвитку банківського маркетингу у сучасних
умовах, визначено основні види та інструменти маркетингу відносин.
Ключові слова: банк, банківський маркетинг,
маркетингова стратегія, конкурентоспроможність,
концепції маркетингу, синтетичний підхід.
Шлафман Н., Гудков В. Банковский маркетинг на современном украинском рынке банковских услуг
Высокая степень политизации экономики
Украины привела к обострению проблем в банковском секторе, который сегодня практически прекратил выполнять свою функцию кредитования бизнеса. Для эффективного функционирования банковской системы в условиях растущей конкуренции и
коммерциализации банковской деятельности, ее
управление предусматривает: объективное определение текущего и желаемого состояния, скоординированное управление финансовыми ресурсами, разработку гибких стратегий, выбор инновационных
управленческих решений, развитие новых сегментов, банковских услуг и методов обслуживания. Западные специалисты и эксперты указывают на
настоятельную необходимость повышения стратегической и организационной роли банковского маркетинга, основанной на эффективном использовании новых информационных технологий. Основой

современного банковского маркетинга является
стратегия максимального удовлетворения потребностей клиентов, что, в свою очередь, приводит к существенному повышению рентабельности деятельности банков.
В статье рассматриваются до сих пор недостаточно раскрытые отдельные аспекты данной научной проблематики, в частности: анализ современного состояния маркетинговой деятельности банков
Украины; анализ организации маркетинговой
службы в банках Украины; определение маркетинговых исследований, приоритетных для украинских
банков; выявление проблем маркетинговой деятельности украинских банков и трансформационных рыночных факторов.
Также рассмотрены основные тенденции и особенности развития банковского маркетинга в современных условиях, определены основные виды и инструменты маркетинга отношений.
Ключевые слова: банк, банковский маркетинг,
маркетинговая стратегия, конкурентоспособность,
концепции маркетинга, синтетический подход.
Shlafman N., Hudkov V. Bank marketing at the
present Ukrainian banking services market
The high degree of Ukrainian economy’s politicization led to an aggravation of problems in the banking
sector, which virtually ceased to perform its function of
lending business these days. For an effective functioning of the banking system in the face of growing competition and commercialization of banking activities, the
system’s management must include: objective determination of the current and desired state, which is coordinated by the management of financial resources, development of new flexible strategies, innovative management solutions choice, new segments, banking services
and service methods development. Western specialists
and experts point to the urgent need of improving of
strategic and organizational roles of Bank marketing,
that is based on effective usage of new information technologies. The basis of the modern Bank marketing is a
strategy of maximal customer satisfaction, which, in
turn, leads to a significant increase in bank’s profitability.
The article considers several still not enough revealed aspects of this scientific problems, especially:
analysis of current state of Ukrainian banks’ marketing
activities; analysis of marketing service organization in
Ukrainian banks; determining of marketing studies,
which are preferable for Ukrainian banks; detection of
marketing activity problems in Ukrainian banks and determination of transformational market factors.
Also, the main trends and development of Bank
marketing features are considered, basic types and relationship marketing tools are described.
Keywords: Bank, Bank marketing, marketing strategy, competitiveness, marketing concepts, the synthetic
approach.
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FORECASTING AS A METHOD OF METALS MARKETING RESEARCH
Setting the problem. The problem of predicting
the dynamics of the steel market, demand and supply on
the basis of general economic trends is defined. High
export dependence metallurgical industry in Ukraine led
to the need to examine current trends in the world market, and identify potential sources of competition in the
future. The analysis of existing speaker characteristic
steel markets in different regions of the world is held.
For analysis of the world market is divided into 8 regions: Asia, EU, Europe, CIS, Middle East, Africa,
North and South America. The productions dynamics
trends are evaluated. The modified method of forecasting the market is applied, based on data from the International Monetary Fund, GDP in the world and in steel
production according to data from the International
Steel Association from 2002 to 2015. The research results identified a close correlation of GDP and steel production volume in the world, Asia, the Middle East and
Europe. The regions leaders and outsiders are distinguished after metallurgical production consumption
analysis in the world. The demand level of the advanced
economy was defined by the consumption per capita in
developed countries of European Union. Based on this
research, the production forecast is built in the world and
in the Middle East, Asia, and Europe.
Statement of the problem. In the context of increasing goods and services market dynamism there is
an objective necessity in conducting market research by
using existing methods of forecasting market trends.
Effective solution to this problem directly affects
the performance of the companies. Enterprises operating
in the local market to determine the dynamics of the local market and to project the development of world
trends in the local market. To enterprises engaged in foreign trade, a more complex task, which requires evaluation of a large number of factors. The impact on the internal factors and worldwide operating in the sector was
identified. The performance of each company depends
on building an effective marketing policy, which in turn
depends on the accuracy of predicting the dynamics of
markets. High export orientation of Ukrainian metallurgical enterprises increased the need to analyze the dynamics of the global steel market is. The average share
of exports from 2002-2015 was estimated at level of
74.3%. More accurate assessment of market trends will
give the opportunity to our metallurgists quickly coordinate types and amounts of products to market trends, and
stimulate to build economic relations, in the regions
where the expected growth in demand for the products.
The last research analysis. Problems of the theoretical aspects of forecasting market trends are reflected
in the works of G. Kassel, V. Pareto, L. Walras,
D. Hicks, A. Marshall, V.M. Glushkov, A.N. Efimov,

D. Bell, T. Gordon, B. de Jouvenel, D. Gabor, F. Polak,
M.V. Bikeeva, N.E Egorova, S.N. Iliashenko.
In spite of this big development of this topic in the
economic theory, the effectiveness of forecasting methods by the market still needs further research. Forecasting techniques which have been effective in resent 1520 years show a dramatic reduction in its effectiveness
due to the dynamism of economic factors. Forecasting
dynamics in different sectors of the economy needs to
be modified to suit individual methods of specific trends
in the industry. Thus, in spite of a long study of the problem remains relevant and requires constant updating according to current market trends.
The purpose of the article is to provide marketing
research of the steel market and forecast trends of regional steel markets, that are based on general development economic and economic systems indicators. It has
been done a model of regional markets for the next 5
years, in order to predict the national producer’s threat
of competition from domestic producers of steel.
The main part.
Marketing is a complex and systematic process of
collecting and analyzing information in order to reduce
uncertainty and risk of decisions for business purposes.
The main purpose of market research is to obtain information and ideas about the structure and dynamics
trends of the market and enterprise opportunities to better adaptation its production structure, technology, product or service to the demand and the requirements of
consumers [4].
Forecasting – is the scientific study of the prospects
of humanity, the subject of which study is the future, and
the product, the result of research by research findings
on the state of the variant of the object [1].
A vital challenge confronting economists is how to
forecast. The task is yet more exacting but ever more
pertinent during a recession because livelihoods seem to
depend on forecasts – will unemployment fall soon
enough to stave off foreclosures?
Perhaps unsurprising then is a recent clash in the
blogosphere over forecasting US GDP in the coming
quarters. Greg Mankiw contested the US government’s
forecasts of GDP growth, questioning the trend stationarity assumption upon which the forecasts were made.
Paul Krugman wrote an outraged response, accusing
Mankiw of “evil wonkishness” [9]. Brad DeLong
weighed in too, pointing out that a univariate analysis
was “useless”; unemployment must be included in the
analysis.
The exchange emphasises not just that economic
variables are important in forecasts, but that econometric issues matter. If GDP is trend stationary, the implications are very different for forecasting than if GDP is
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a random walk with drift – one will correct to some equilibrium, the other won’t. Economic nuances matter too
– what other variables make up this equilibrium relationship? Historically, there has been such a steady state,
but whether that is the same one to which we will soon
correct is unclear, and bad forecasts may result.
Finally, much has been made of prediction markets
as effective forecasting models [13]. Market participants
in prediction markets buy and sell contracts whose payoff is contingent on a particular event happening, such
as a recession in the US by the end of 2008. Evidence
suggests that such markets are well calibrated; if a contract is at 90%, then 9 times out of 10 that contract will
pay out [10; 11]. Perhaps the way forward is to forecast
using prediction markets [5] ?
Economic forecasts are widely used at the firm, industry, and economy-wide level. For a firm, economic
forecasts facilitate planning for future production, expansion, or contraction. For example, a retailing firm
that has been in business for the last 25 years may be
interested in forecasting the likely sales volume for the
coming year. Similarly, the auto industry may want to
know the total demand for vans in the coming model
year. Both production plans and the extent of competition in the automobile industry may depend on the magnitude of the forecasted auto demand. At the economywide level, one may want to know the economic forecast
for growth in the real gross domestic product. One may
also be interested in other macroeconomic variables
such as the projected inflation rate. There are numerous
techniques that can be used to generate economic forecasts [12].
While the term "economic forecast" may appear to
be rather technical, planning for the future is a critical
aspect of managing any organization—business, nonprofit, or other. In fact, the long-term success of any organization is closely tied to how well the management
of the organization is able to foresee its future and to
develop appropriate strategies to deal with likely future
scenarios [6].
Intuition, good judgment, and an awareness of how
well the economy is doing may give the manager of a
business firm a rough idea (or "feeling") of what is likely
to happen in the future. Nevertheless, it is not easy to
convert a feeling about the future into a precise and useful number such as the next year's sales volume or the
raw material cost per unit of output [7].
Suppose that a forecast expert has been asked to
provide estimates of the sales volume for a particular
product for the next four quarters. How should one go
about preparing the quarterly sales volume forecasts?
One will certainly want to review the actual sales data
for the product in question for past periods. Suppose that
the forecaster has access to actual sales data for each
quarter over the 25-year period the firm has been in business. Using these historical data, the forecaster can identify the general level of sales. He or she can also determine whether there is a pattern or trend, such as an increase or decrease in sales volume over time. A further
review of the data may reveal some type of seasonal pattern, such as peak sales occurring before a holiday. Thus
Економічний вісник Донбасу № 4(46), 2016

by reviewing historical data over time, the forecaster can
often develop a good understanding of the previous pattern of sales. Understanding such a pattern can often
lead to better forecasts of future sales of the product. In
addition, if the forecaster is able to identify the factors
that influence sales, historical data on these factors (or
variables) can also be used to generate forecasts of future sales volumes [10].
There are many forecasting techniques available to
assist in business planning. All forecasting methods can
be divided into two broad categories: qualitative and
quantitative. Many forecasting techniques use past or
historical data in form of time series. A time series is
simply a set of observations measured at successive
points in time or over successive periods of time. Forecasts essentially provide future values of the time series
on a specific variable such as sales volume. Division of
forecasting methods into qualitative and quantitative
categories is based on the availability of historical time
series data [8].
When historical data are not available, qualitative
forecasting techniques are used. Such techniques generally employ the judgment of experts in the appropriate
field to generate forecasts. Quantitative forecasting
methods are used when historical data on variables of
interest are available—these methods are based on an
analysis of historical data concerning the time series of
the specific variable of interest and possibly other related time series [9].
There are two major categories of quantitative forecasting methods. The first type uses the past trend of a
particular variable to base the future forecast of the variable. As this category of forecasting methods simply
uses time series on past data of the variable that is being
forecasted, these techniques are called time series methods. The second category of quantitative forecasting
techniques also uses historical data. But in forecasting
future values of a variable, the forecaster examines the
cause-and-effect relationships of the variable with other
relevant variables such as the level of consumer confidence, changes in consumers' disposable incomes, the
interest rate at which consumers can finance their spending through borrowing, and the state of the economy
represented, by such variables as the unemployment
rate. Thus, this category of forecasting techniques uses
past time series on many relevant variables to produce
the forecast for the variable of interest. Forecasting techniques falling under this category are called causal
methods, as the basis of such forecasting is the causeand-effect relationship between the variable forecasted
and other time series selected to help in generating the
forecasts. Some economic forecasts are generated using
a hybrid of the above two methods [9].
An important starting point in the forecasting process is the re-assessment of the economic climate in individual countries and the world economy as a whole.
Here, a combination of model-based analyses and statistical indicator models play an important role in "setting
the scene" at the start of each projection round.
A first step is to look at the range of relevant new
information since the last projections were produced –
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• Traditional (genetic) – a retrospective analysis of
the actual number of requests for services and heuristically identification of major trends that shape their future amount.
• Classic – prediction, given according to the limited number of dominant factors (usually – income and
price);
• Modified – adaptation of the classical approach to
the complex process of the formation of the modern demand for services [2].
This study is based on a modified approach, of
forecasting the dynamics of the market. The study used
the data of countries production grouped by geography
(table 1), according to the data of World Steel Association [3,5]. Identified the following regions: The European Union (27), (10), CIS (7), North America (7) South
America (9) Africa (13), Middle East (7), Asia (16).
Countries grouping into the regions can more accurately
determine the market trend, while reducing the number
of different trends existing in the national markets.

such as changes in commodity prices (in particular the
oil price), exchange rates and interest rates, fiscal trends,
the path of economic activity and other key variables –
to see how the recent past has developed differently
from what was previously expected. With this new information, and using the previous set of projections as a
starting point, the effects of the new elements and revised judgments are typically assessed on the basis of
model simulations using the NIGEM global model and
short-term indicator models. Thus the likely impact of
combined and individual changes in assumptions and
new information on key aggregates can be assessed in
consistent fashion for each of the major economies and
economic groupings. These results are mechanical and
therefore intended to be no more than a guide to the informed judgments of country and topic experts on the
underlying “forces acting”.
Is generally distinguished three major campaign to
methods of forecasting the market dynamics:

Table 1
Region
EU
European countries
(not members of the EU)
CIS
North America
South America
Africa
Middle East
Asia
World market production

Dynamics of production of steel in 2010, 2015 (tons)
2010
206903

2011
210179

2012
198229

2013
139336

2014
172777

2015
177652

Growth rate, %
13,3

28205
119906
131789
45298
18695
15376
674126
1248991

30608
124169
132618
48232
18675
16452
757285
1347002

31710
114345
124494
47354
16970
16646
783040
1341212

29076
97645
82578
37776
15400
17656
810346
1235827

33734
108200
111565
43894
16624
20000
916721
1431664

39164
112663
118893
48365
15697
23002
975614
1518299

24,2
29,0
13,5
37,8
32,4
29,5
49,4
28,0

production volumes, level of consumption and GDP
data for the consumer ability at current prices in U.S.
dollars, steel consumption per capita.
GDP data (table 2) were used to determine the
overall economic trends, operating in the world. Has
been revealed the dependence between production and
GDP’s growth is the usage of steel in all sectors of the
economy.
Table 2
The dynamics of GDP in purchasing power parity. (in current prices bill. $US)

The purpose of this analysis is to identify regions
that are expected to increase demand for steel, the duration of this dynamic and factors affecting it. Another
purpose is the definition of the regions that are building
their own production capacities to displace foreign manufacturer. In addition there is a necessity of determination a period when, regions - importers will turn into regions - exporters. The input data used for the analysis of
Region
EU
European countries
( not members of the EU)
CIS
North America
South America
Africa
Middle East
Asia
World market production

2010
13717

2011
14587

2012
14992

2013
14490

2014
14987

2015
15542

Growth rate, %
-14,1

1560
2635
16049
3301
1708
1841
17729
61705

1675
2953
16855
3631
1858
2000
19824
66835

1734
3179
17209
3913
1991
2116
21334
70140

1685
2991
16785
3939
2065
2180
22286
70154

1802
3176
17472
4257
2191
2333
24510
74684

1938
3400
18209
4550
2262
2384
26492
78970

38,9
-6,0
-9,8
6,8
-16,0
49,6
44,7
21,6

Analysis of the dependence of steel of GDP shows
that the world's steel production volumes are correlated
with GDP. The study showed that the dependence of
global steel production of the GDP by the equation y =
17,281 x + 136 610, where X is the world's GDP, with
the magnitude squared R2 = 0,9431, indicating high distress communications.
In terms of regions, the most intimate connection
GDP-production observed in the following regions:

Europe y = 21,421 x - 4850,3; R2 = 0,957.,
Asia y = 40,407 x - 74,492; R2 = 0,9873.,
Middle East y = 7,2417 x + 2927,5; R2 = 0,8431.
These dependences show that in the world there is
a steady growth of GDP, which stimulates the growth of
steel production. The world average GDP growth of
17.281 billions $US provides production growth of
1 000 tonnes.
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There is almost no dependence of GDP-production
in the EU y = -3,7064 x + 238 796; R2 = 0,0771,
CIS y = 3,9018 x + 101 131; R2 = 0,0728, South America y = 1,2343 x + 40,237; R2 = 0,0765, Africa y =
=-0,337 x + 17,477; R2 = 0,0105.
To clarify the reasons for the lack of correlation in
the EU, CIS, South and North America and Africa we
consider the consumption of finished steel products in
these regions, per capita. This indicator is the most accurate reflection of level of usage of steel in the country's economy, showing the population's production industry. In the more developed regions of the world:
North America, the EU, which was consumed from
2002 to 2015, an average of 264.57 and 338.5 kg / capita, the highest number per capita were consumed in the
UAE in 2008. 2210.9 kg / capita. According to the study,
the growth of GDP and production was observed in regions of the world, which, since 2002. steel consumption population far below the consumption of the more
developed regions: the EU and North America, but high
growth (GDP growth 2002-2015. European countries,
73.3%, Middle East 89.8%, Asia -116%) stimulated the
growth of domestic demand in the region, which in turn
led to a significant increase production in the regions,
what we are seeing in Asia, Europe, the Middle East.
Table 3
Forecasting of GDP growth in 2017 - 2019

Country\Year
European countries
Middle East
Asia
World market

2017
2301,79
2830,58
35452,59
97254,45

2018
2425,61
2982,75
38431,51
103479,8

2019
2562,78
3151,95
41785,65
110405,4

Table 4
Forecasting of steel production in the regions
of the worlds in 2017 - 2019

Country\Year
European countries
Middle East
Asia
World market

2017
44456,34
23425,71
1358041
1817264

2018
47108,69
24527,68
1478410
1924845

2019
50047,01
25752,98
1613941
2044525

In most developed countries: EU, USA, Canada,
Japan, South Korea, where over the study period, GDP
per capita was high, there were only the fluctuations of
consumption goods sector, depending on the economic
situation in the region. Consumption data in these regions are used as the upper limit, above which the
growth of GDP is no longer a significant impact on production and consumption in the region. Continuing the
trend in production capacity in the region will need to
search for sharp market outlets, which will make the
competition Ukrainian steel industry. As for the countries of South America and Africa, they share low levels
of production and consumption, in the absence of significant growth trends. For the CIS market is inherent high
prevalence of production over domestic demand, which
forces seek foreign markets, at the same time, domestic
consumption is almost not developed (201kg/ capita)
and much lower than the neighboring countries of Europe (252kg/ capita)
Економічний вісник Донбасу № 4(46), 2016

According to the data analysis of the dependence
of production and GDP, and consumption of steel per
person construct a forecast of production (Table 4). The
input data used in the GDP data from the International
Monetary Fund (Table 3).
The projections show that by 2017, the Asian per
capita consumption over and above the EU average for
2002-2015, after which it is possible to expect reduction
of growth rates in the region. In Europe and the Middle
East, this boundary if the current trends will be achieved
by 2018.
Conclusions. Middle East, and Europe until 2017,
taking into account the general economic trends and
market demand for the products of the metallurgical industry end users. Improving the effectiveness of forecasting the metallurgical industry allows advance rebuild production requirements demand. Improving forecasting technique allows regional competition increases
the level of information security management, which
positively affects the quality of the developed measures
to reduce the risks of competition. According to the forecast, in the preservation of current economic trends, it is
necessary to expect a 2017 2018godu, the saturation of
domestic demand steelmakers in Asia, Europe and the
Middle East. Projected domestic production, in which a
saturation of the market for Europe is 50,047 tons, the
Middle East 25,752.98 tonnes, 1,613,941 tonnes of
Asia.
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Гончар В. В. Прогнозування як метод маркетингового дослідження ринку металопродукції
Визначено проблеми прогнозування динаміки
розвитку металургійного ринку, попиту та пропозиції на підставі загальноекономічних тенденцій. Висока експортна залежність металургійної галузі України зумовила необхідність вивчення тенденцій, діючих на світовому ринку, і визначення потенційних
джерел конкуренції в майбутньому. Проведено аналіз існуючих динамік, характерних металургійному
ринку регіонів світу, оцінено тенденції розвитку, динаміку обсягів виробництва. Для проведення аналізу світовий ринок розділений на 8 регіонів: Азія,
ЄС, Європа, СНД, Близький Схід, Африка, Північна
і Південна Америка. Застосовано модифіковану методику прогнозування ринку на основі даних ВВП
міжнародного валютного фонду в країнах світу та
обсягів виробництва сталі в країнах світу згідно даних міжнародної асоціації виробників сталі з 2002
по 2015 рік. Результати проведеного дослідження
дозволили виділити тісну кореляцію між ВВП та обсягом виплавки сталі в світі, країнах Азії, Близького
Сходу та Європи. Проведено аналіз споживання
продукції металургійної галузі, на основі якого виділено регіони - лідери споживання і аутсайдери.
Споживання на душу населення в розвинених країнах Європейського Союзу дозволило визначити граничний попит на продукцію галузі для розвиненої
економіки. На основі даних досліджень побудовано
прогноз виробництва в світі і в країнах Близького
Сходу, Азії, Європи.
Ключові слова: маркетингові дослідження, прогнозування, споживачі сталі, металопродукція,
ВВП.
Гончар В. В. Прогнозирование как метод
маркетингового исследования рынка металлопродукции
Определены проблемы прогнозирования динамики развития металлургического рынка, спроса и
предложения на основании общеэкономических
тенденций. Высокая экспортная зависимость металлургической отрасли Украины обусловила необходимость изучения тенденций, действующих на ми-

ровом рынке, и определения потенциальных источников конкуренции в будущем. Проведен анализ существующих динамик, характерных металлургическому рынку регионов мира, оценены тенденции
развития, динамика объемов производства. Для проведения анализа мировой рынок разделен на 8 регионов: Азия, ЕС, Европа, СНГ, Ближний Восток, Африка, Северная и Южная Америка. Применена модифицированная методика прогнозирования рынка
на основе данных ВВП международного валютного
фонда в странах мира и объемов производства стали
в странах мира согласно данных международной ассоциации производителей стали с 2002 по 2015 год.
Результаты проведенного исследования позволили
выделить тесную корреляцию ВВП – объем выплавки стали в мире, странах Азии, Ближнего Востока и Европы. Проведен анализ потребления продукции металлургической отрасли, на основе которого выделены регионы - лидеры потребления и аутсайдеры. Потребление на душу населения в развитых странах Европейского Союза позволило определить граничный спрос на продукцию отрасли для
развитой экономики. На основе данных исследований построен прогноз производства в мире и в странах Ближнего Востока, Азии, Европы.
Ключевые слова: маркетинговые исследования,
прогнозирование, потребители стали, металлопродукция, ВВП.
Gonchar V. Forecasting as a method of metals
marketing research
The problem of predicting the dynamics of the steel
market, demand and supply on the basis of general economic trends is defined. High export dependence metallurgical industry in Ukraine led to the need to examine
current trends in the world market, and identify potential
sources of competition in the future. The analysis of existing speaker characteristic steel markets in different regions of the world is held. For analysis of the world market is divided into 8 regions: Asia, EU, Europe, CIS,
Middle East, Africa, North and South America. The productions dynamics trends are evaluated. The modified
method of forecasting the market is applied, based on
data from the International Monetary Fund, GDP in the
world and in steel production according to data from the
International Steel Association from 2002 to 2015. The
research results identified a close correlation of GDP
and steel production volume in the world, Asia, the Middle East and Europe. The regions leaders and outsiders
are distinguished after metallurgical production consumption analysis in the world. The demand level of the
advanced economy was defined by the consumption per
capita in developed countries of European Union. Based
on these research, the production forecast is built in the
world and in the Middle East, Asia, and Europe.
Keywords: marketing research, forecasting, steel
consumers, steel, GDP.
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INDUSTRY 4.0 AS A MAJOR FACTOR IN THE FORMATION OF IMC
(INTEGRATED MARKETING COMMUNICATIONS)
Relevance of the problem. Mankind is on the
verge of a technological revolution that will fundamentally change the way we live, work and build relationships with each other. By its scale, scope and complexity, the transformation itself is absolutely unlike to anything humanity has experienced before.
Development of the Internet, information and communication technologies (ICT), sustainable channels of
communication, cloud computing and digital platforms,
as well as the information "explosion", contributed to
the emergence of public information systems and global
industrial networks, which had interacting with each
other beyond the boundaries of individual enterprise.
Such systems and networks had a transformative impact
on all sectors of modern society, the economy and business and converted industrial automation to a new
fourth stage of industrialization.
Analysis of recent research and publications.
E.Toffler ("Future Shock", "Ekospazm"), P.Druker
("Anatomy of industrial society"), I.Vallerstayn,
D.Stiglits, D.Rifkin noticed about the inevitability of a
global emergency of the industrial revolution. Klaus
Schwab brought great contribution to the systematization of knowledge about The Fourth Industrial Revolution with the same name work.
The Aim of this article is to define the role of the
Industry 4.0 in the formation of the integrated marketing
communications (IMC).
Main material exposition. The rate, at which new
discoveries and technological breakthroughs occur, has
no historical precedent. There is a reformatting of almost all industrial sectors in nearly every country, and
the width and depth of the changes themselves portends
transformation of entire production, administration and
management systems.
Currently, in this context, the majority of scientists
identify four revolutionary stages in the development of
the industry:
• The first industrial revolution: production was
mechanized with the help of water and steam.
• The second industrial revolution: electricity,
which helped to create mass production.
• The third "digital" revolution: electronics, communications and information technologies, automated
production.
The fourth industrial revolution is coming out of
the third. It is characterized by "merging technology and
erasing boundaries between physical, digital and bioloЕкономічний вісник Донбасу № 4(46), 2016

gical spheres," robotization of production (see table 1)
[1].
Identification of the fourth industrial revolution (by
K. Schwabe) can be justified by three factors:
• Rates of development. Unlike earlier, this industrial revolution develops not linear, but rather exponential rate. It is the product of a multi-faceted, deeply
interdependent world in which we live, as well as the
fact that new technology itself synthesizes all the more
advanced and efficient technologies.
• The scope. Reliance on the digital revolution
and the combination of different technologies gives rise
to an unprecedented paradigm shift in economics, businesses, society, in every individuals. It changes not only
"what" and "how" we do, but also "who" we are.
• Systemic exposure. It provides a holistic internal and external transformation of all the systems of the
countries, companies, industries, and society as a whole.
In the long term it will merge technologies and the
erasing of borders between physical, digital and biological spheres [2].
Fourth Industrial Revolution, better known as the
"Industry 4.0", got its name from the initiative in 2011,
headed by businessmen, politicians and scientists, who
defined it as a means of improving the competitiveness
of the manufacturing industry in Germany through enhanced integration 'cyber physical systems', or the CPS,
in factory processes. Analogs of such programs exist in
other countries: Smart Factory in the Netherlands, Usine
du Futur France, High Value Manufacturing Catapult in
the UK, Fabbrica del Futuro in Italy, Made Different in
Belgium, the "Made in China 2025", etc. [3].
In the US, in 2014 the company General Electric,
AT & T, Cisco, IBM and Intel created the Industrial Internet Consortium, which offers more advanced paradigm of development prospects. Industry 4.0 - the fourth
industrial revolution, decentralized production, which
extends from design and raw material supply chain to
the manufacturing, distribution and customer service.
Interests Industrial Internet Consortium extend beyond
production. The essence and of both approaches is in
compounding of machines, analytics and people. Industry 4.0 distinguishes embedded systems, automation and
robotics, and industrial approach of the Internet Consortium wider - already includes everything that can be
connected to the Internet, provides data and provides
feedback to improve efficiency.
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Table 1
Change of technological structures, followed by a sharp jump in productivity
and economic growth (industrial revolutions)
Industrial
revolution

Period

Innovation breakthroughs

Result

The first industrial revolution

Late 18th - early 19th
centuries

Water and steam engines, looms and
mechanical appliances, vehicles,
metallurgy

The transition from an agrarian economy to industrial
production, development of
transport

The second industrial revolution

The second half of
the 19th century - the
beginning of the 20th
century

Electrical energy, high-grade steel,
oil and chemical industry, telephone, telegraph

Mass production, the electrification, the railways and the
division of labor

The third industrial revolution

Beginning with
1970'

Digitalization, the development of
electronics, the use in the production
of information and communication
technologies and software

Automation and Robotics

A term introduced in
2011, within the
framework of the
German initiative Industry 4.0

Global industrial networks, the Internet of Things, using of renewable
energy sources, the transition from
metal to composite materials, 3D
printers, vertical farms, food synthesis, self-guided vehicles, neural networks, genetic modification, biotechnology, artificial intelligence

Distributed production, distributed energy, network access and collective consumption, replacement of intermediaries in the distributed network, direct access of the
manufacturer to the consumer, the economy of sharing (car sharing)

The fourth industrial revolution

Source: http://nag.ru/articles/article/30196/na-poroge-revolyutsii-chetv-rtoy-promyishlennoy.html.

The National Institute of Standards and Technology of USA (NIST) describes the fourth revolution as
the introduction of cyber physical systems and customized manufacture and cyber physical systems as "smart,
covering computing (i.e. hardware and software) and
effectively integrated physical components that interact
closely with each other, to perceive changes in the state
of the real world" [4].
As already noted, the pace of development and
commercialization of its penetration into all spheres of
society is not just high, they are rapidly increasing. Currently, the average life of the company-member S&P index fell from 60 to 18 years and if corporations want to
keep afloat, they must constantly innovate.
In this regard, all the more clearly to invest in innovation. Currently, German industry invests 40 billion
in commercial Internet infrastructure every year until
2020. This is a significant part of the European investments in the fourth industrial revolution, which is expected to amount to EUR 140 billion per year. The average cost of one workplace at research institutions of
the advanced countries more than $ 2 million. The cost
of certain laboratories cost reaches 10 billion US dollars.
The budgets of higher education institutions in the
United States and China often exceeds 5 billion US dollars. Total US spending on research and development
exceeds 450 billion US dollars, China - 200 billion US
dollars. According to experts, China's employment in

science and technology closer to 40 million. people [5,
6].
However, the creation of "smart manufacturing"
development of 3D-Printing technology will inevitably
require new materials and new means of working, new
technologies, the definition of common platforms and
languages that will communicate fluently machines of
various corporations, the development of new cyber security measures, new organizational forms and methods
of production management, etc. Thus, the consequences
of such technological innovations will affect virtually all
branches of science and industry.
The technological basis for the transition to a new
economic paradigm is the Internet of Things.
Internet of Things (IoT, Internet of Things) - integrated system of computer networks and the connected
physical objects (things) with built-in sensors and software for the collection and exchange of data with remote
monitoring and control in the automated mode, without
human intervention [7].
There are a consumer (mass) segment of the application of the Internet of Things, which includes personal
connected devices - smart watches, various types of
trackers, cars, smart home devices, etc. and corporate
(business) segment, which includes the vertical and
cross-industry markets - industry, transport, agriculture,
energy (Smart Grid), smart city (Smart City) and others.
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Industrial Internet of Things (Industrial Internet of
Things, IIoT) - Internet of Things for the corporate / industry applications - a system of integrated computer
networks and connected industrial (production) facilities with integrated sensors and software for data collection and data exchange with remote control and management in an automated, without human intervention [8].
In further investigations the Industrial Internet of
Things, in particular its use in the industry, was named
Industrial Internet. It radically changes the whole economic model of the interaction of "supplier - customer"
that allows:
• to automate the process of monitoring and managing the life cycle of the equipment;
• to organize effective self-optimizing the chain
of companies - suppliers to the companies - end users;
• to switch to the models "sharing economy" and
more.
The fourth industrial revolution is planning to get
automated equipment to talk to each other without human intervention. In fact, it is about creating self-organizing global production systems with highly flexible and
realizing synergy potential of technological development. Production forces will become self-organized,
will receive feedback on the final product, assembly,
machine, household appliance. Today, some companies
are already widely used technology and services in the
Internet of things. But in spite of the mass applications
and startups on the Internet of things, the percentage use
of these technologies is limited. We are waiting for the
explosion, which, according to various estimates occur
in the next 5-7 years. Technologies should be a cheap
and step over the threshold of mass (for example, sensors crossed the threshold of cheapness in the dollars).
It is expected that most implementations of new
technologies realized in the energy, housing and communal services that require exact calculations and scrupulous data transmission, are insured against human intervention. The biggest profits get transport, in particular due to lower operational losses and unreported machines to perfection.
One of the key ways of development of the Internet
of things and the fourth industrial revolution lies in the
fact that the materials are able to identify themselves
with their own tags. That is, for any part contains information about where it was made, what designed, and so
on. The most common form is barcodes. Such tags are
changing communication between things that have "can
not talk", and change communication in general. The
communication process transforms itself and acquire
new quality characteristics and participants. Communication channels will become more complicated [9].
It is possible to divide them into five groups:
The first group - communication with oneself. This
kind of reflection gain, usually through social networks.
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We get feedback from their way of thinking and to place
on the Internet.
The second group - the communication with the
person's own body. For example, there are sensors wearable health and physical activity. As a result, access to
the body becomes, on one hand, "clearer", on the other
- access technology becomes dangerously mediated.
The critical question of who will dispose of these data,
what possibilities control over these systems exist.
The third group - human communication with other
things. The images of the world we perceive through
culture. That is the knowledge that the pen - it's a pen,
comes to us from our culture. But if the pen has a bar
code, on which certain information is available by reading a smartphone, we find contact with the pen.
The fourth group - communication of things with
things or machines with machines, which is carried out
with the help of Internet of Things. It is about the implementation of inter-machine communication systems and
services (M2M), i.e. the main element of the Internet of
Things and Comprehensive Internet.
The fifth group - human communication with another person, and assembling collective entities of different sizes. In the world there are many collective organisms - from the family to the state. Technologies, coordinating a group of people thought process are already
established.
Such a variety of communication processes require
not only the creation of a single standardized platform
technology. It is necessary to explore the concept of the
a multivector and multi-criteria process. Since the communication will take place in a market economic environment, we believe that one of the effective approaches
to the development of this problem may be the concept
of integrated marketing communications.
A feature of the integrated marketing communications is the duality of their nature: the ability to implement both in the real and in the virtual economy (in the
Internet space) by combining channels and means of
promotion [10]. The company may deploy the marketing communications in both the real and the virtual
space separately, in parallel and integrated in both areas.
Very relevant in this context, studies concerning the advanced technologies for implementing business processes, including communications.
IBM asked more than 5,000 C-level executives
from 70 countries which technologies they think will be
particularly important in the next three to five years.
Most CxOs agree that cloud computing and mobile solutions will continue to play a key role, while the Internet of Things is expected to make a big impact as well
(see fig. 1) [11].
These trends will undoubtedly have an impact on
the marketing promotion: there are actual entirely new
forms of communication and virtual channels. They
have also become an integral part of a modern IMC
complex.
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Fig. 1. Areas Of Development Of The Most Advanced Technologies Of Interest To Businesses In 2015-2020
Source: http://www-935.ibm.com/services/c-suite/study/study/.

The unique advantage of using the IMC is to
achieve synergetic effect in the marketing activities in
the real-virtual market. [12, 13]. Synergy in the context
of the problem - the excess of the cumulative effect used
for the promotion of communications products over the
sum of the effects of the individual components of the
communication. Its meaning is that the concerted use of
various communications tools allows to achieve a higher
overall result than separately. In any case, when using
multiple means of communication potential occurs to
form a synergistic effect [14].
Current market conditions and the level of development of information technologies determine further
development of IMC theory. In our opinion, it should be
identified such fundamental changes in the marketing
activities of modern companies:
- Accelerating the spread of commercial communications through the use of new technological possibilities of marketing communications channels;
- The tendency to the predominance of virtual tools
in the promotion of the complex structure of the IMC;
- The interactive nature of the interaction with the
consumers with the ability to target and / or customization directly at the place and time stipulated by way of
the Internet of Things;
- New principles of cooperation in the "producerconsumer" chain, reducing intermediary links;
- The transition to a new type of competition,
which is relatively "equalizes" the possibility of leading
international industrial corporations and small businesses through the use of "social" communication channels, and to demonstrate how new technological envelope provided goods and services;
- The ability to more accurately measure the economic efficiency of the IMC and communication by
monitoring the digital data about consumers.

It is important that under the influence of the Industry 4.0, with the increasing role of information technology in society, development of the market depends
largely on the buyers. In order to achieve the most effective response to the demands of consumers need to
use interactive means of disseminating information,
which leads to a new way of functioning of marketing
communications within the IMC concept.
Conclusions and suggestions. Paper is devoted to
the role of the Fourth Industrial Revolution in the formation of integrated marketing communications. The
four revolutionary stages in the development of the industry are characterized, each of the technological
modes, historically preceding the Fourth Industrial Revolution, features were considered. There are given its
identification factors: development rates, the scope and
systemic exposure.
The phenomenon of "Industry 4.0" is studied and
its effect on the current market conditions is substantiated. The essence of this approach is comes to decentralized production extends from design and raw material
supply chain to the manufacturing, distribution and customer service. The concept of the "Internet of Things" is
considered, it is the technological basis for the transition
to a new economic paradigm and its corporate part - Industrial Internet - in the most affected sectors such as
industry, transport, agriculture, energy (Smart Grid),
smart city (Smart City) and etc. The perspectives of the
technologies development in these industries are defined, as well as the expected effects, the key of which
is the ability of materials to identify themselves using
their own tags (barcode).
This progress significantly affect the process of
communication, which will acquire new quality characteristics and participants. Thus, under the influence of
the Fourth industrial revolution all communication
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channels can be divided into five groups: 1) communication with oneself; 2) the communication with the person's own body; 3) human communication with other
things; 4) communication of things with things or machines with machines, which is carried out with the help
of Internet of Things; 5) human communication with another person and assembling collective entities of different sizes.
The most effective tool for the promotion of goods
on the market in these conditions is an integrated marketing communications (IMC), because it allows to
combine channels and means of communication in both
the real and the virtual space separately, in parallel and
integrated in both spheres. Overview of the most promising areas of technological development up to 2020 in
business structures justifies the urgency of entirely new
forms of communication and virtual channels, which become an integral part of a modern complex IMC. The
attention is focused on the unique advantages of IMC the formation of a synergistic effect, which is achieved
by coordinated use of various communication tools in
the form of higher total result than a case of separate application.
A fundamental changes in the marketing activities
of modern companies under the influence of the Fourth
Industrial Revolution are marked, the main of which is
the priority of the buyers, and accordingly, the use of
interactive means of dissemination information in the
framework of the updated concept of IMC.
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Литовченко І., Шкурупська І.. Промислова
революція 4.0 як основний фактор формування
ІМК (інтегрованих маркетингових комунікацій)
Поява державних інформаційних систем і глобальних промислових мереж зробила вплив, що перетворює всі сектори сучасного суспільства, економіки та бізнесу, трансформувала промислову автоматизацію на нову четверту сходинку індустріалізації. Мета даної статті полягає у визначенні ролі промислової революції 4.0 у формуванні інтегрованих
маркетингових комунікацій (ІМК).
Наведено фактори ідентифікації Четвертої промислової революції: темпи розвитку, розмах і системний вплив. Поняття "Інтернет речей" розглянуто
в якості технологічної основи для переходу до нової
економічної парадигми та її корпоративної частини – Промислового Інтернету – найбільш стосується таких галузей, як промисловість, транспорт,
сільське господарство, енергетика (Smart Grid), розумне місто (Smart City) та ін. Промисловий Інтернет розглянуто з точки зору впливу на процес комунікації, який буде здобувати нові якісні характеристики і учасників. Таким чином, всі комунікаційні канали розділено на конкретні групи.
Як найбільш ефективний інструмент для просування товарів на ринок запропоновано концепцію
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інтегрованих маркетингових комунікацій (IMК),
оскільки вона дозволяє об'єднувати канали та засоби
комунікацій як в реальному, так й у віртуальному
просторі окремо, паралельно, а також інтегровано в
обох сферах. Акцентовано увагу на унікальній перевазі ІМК – формуванні синергетичного ефекту, який
досягається при узгодженому використанні різних
інструментів комунікацій у вигляді більш високого
загального результату, ніж при роздільному застосуванні.
Ключові слова: промислова революція 4.0, Четверта промислова революція, Інтернет речей, Промисловий Інтернет, інтегровані маркетингові комунікації (ІМК), дуальність реального-віртуального
ринку.
Литовченко И., Шкурупская И. Промышленная революция 4.0 как основной фактор формирования ИМК (интегрированных маркетинговых коммуникаций)
Появление государственных информационных
систем и глобальных промышленных сетей оказало
преобразующее воздействие на все секторы современного общества, экономики и бизнеса, трансформировали промышленную автоматизацию на новую
четвертую ступень индустриализации. Цель данной
статьи состоит в определении роли промышленной
революции 4.0 в формировании интегрированных
маркетинговых коммуникаций (ИМК).
Приведены факторы идентификации Четвертой
промышленной революции: темпы развития, размах
и системное воздействие. Понятие "Интернет вещей" рассмотрен в качестве технологической основы для перехода к новой экономической парадигмы и ее корпоративной части – Промышленному
Интернету – наиболее затрагивающей такие отрасли, как промышленность, транспорт, сельское
хозяйство, энергетика (Smart Grid), умный город
(Smart City) и др. Промышленный Интернет рассмотрен с точки зрения влияния на процесс коммуникации, который будет приобретать новые качественные характеристики и участников. Таким образом, все коммуникационные каналы разделены на
конкретные группы.
В качестве наиболее эффективного инструмента для продвижения товаров на рынок предложена концепция интегрированных маркетинговых
коммуникаций (IMC), поскольку она позволяет объединять каналы и средства коммуникаций как в реальном, так и в виртуальном пространстве по от-

дельности, параллельно, а также интегрировано в
обеих сферах. Акцентировано внимание на уникальном преимуществе ИМК – образовании синергетического эффекта, который достигается при согласованном использовании различных инструментов
коммуникаций в виде более высокого общего результата, чем при раздельном применении.
Ключевые слова: промышленная революция
4.0, Четвертая промышленная революция, Интернет
вещей, Промышленный Интернет, интегрированные маркетинговые коммуникации (ИМК), дуальность реального-виртуального рынка.
Litovchenko I., Shkurupskaya I. Industry 4.0 as
a Major Factor in the Formation of IMC (Integrated
Marketing Communications)
The emergence of public information systems and
global industrial networks had a transformative impact
on all sectors of modern society, the economy and business and converted industrial automation to a new fourth
stage of industrialization. The aim of this article is to
define the role of the Industry 4.0 in the formation of the
integrated marketing communications (IMC).
There are given the Fourth Industrial Revolution
identification factors: development rates, the scope and
systemic exposure. The concept of the "Internet of
Things" is considered, it is the technological basis for
the transition to a new economic paradigm and its corporate part – Industrial Internet – in the most affected
sectors such as industry, transport, agriculture, energy
(Smart Grid), smart city (Smart City) and etc. Industrial
Internet significantly affect the process of communication, which will acquire new quality characteristics and
participants. Thus, all communication channels can be
divided into particular groups.
The most effective tool for the promotion of goods
on the market is an integrated marketing communications (IMC), because it allows to combine channels and
means of communication in both the real and the virtual
space separately, in parallel and integrated in both
spheres. The attention is focused on the unique advantages of IMC – the formation of a synergistic effect,
which is achieved by coordinated use of various communication tools in the form of higher total result than a
case of separate application.
Keywords: Industry 4.0, the Fourth Industrial Revolution, Internet of Things, Industrial Internet, integrated marketing communications (IMC), the duality of
the real-virtual market.
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THEORETICAL ASPECTS DEFINITION OF THE POTENTIAL
COMPETITIVENESS OF ENTERPRISES
Formulation of the problem. Determining the
level of competitiveness is the basis for developing the
strategy and tactics of the enterprise market, a reasonable choice to increase the manufacturability and quality
of products. A characteristic feature of modern competitive relationship is the consumer market dominance
when the effective conduct of competitive rivalry must
have certain advantages over competitors.
The achievement of sustainable development of
enterprises is driven by the need of deep and comprehensive study on improving their competitiveness in
both domestic and foreign markets in modern conditions. The most effective means to ensure the competitiveness of enterprises is to determine the resources that
are aimed at increasing the capacity of the company.
Analysis of recent research. The issues related to
the potential competition and competitiveness of enterprises are devoted to the works of scholars such as
A. Amosha [1], I. Bulyeyev [16], A. Elec [9], P. Turcan
[10], Yuzvak L. [5] and others. In their writings, they
conducted studies of different approaches to identify
and develop proposals to increase capacity and competitive advantage of enterprises. However, lack of theoretical and practical study of these issues leads to further
their research.
The aim of the article is to study the concepts of
"potential" and "competitive enterprise" and aspects of
their interpretation.
The main material research. The main component of the success of companies in today's market conditions is to maintain their high level of competitiveness.
To ensure the development of enterprises in the increasingly competitive both on domestic and foreign markets
is a priority issue enhance their competitiveness potential.
Basis for competitive advantage is the formation of
the system of factors and conditions of success of implementation, i.e. the presence of potential competitiveness.
Such scholars as I. T. Balabanov [2], I. P. Sydorchuk [3], V. I. Zakharchenko, N. N. Korsikovoyi, М. М.
Merkulov [4], A. B. Borisov [5] define the essence of
the term «potential» as a set of resources that can be attracted to the activity. A number of research scientists
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such as V. Chaban [6] potential is defined as the ability
and willingness to operate. As a willingness and ability
to develop, the potential is determined by such scholars
as L. I. Fedulova [7], V. V. Stadnyk and M. A. Yohna
[8].
The competitiveness serves a key factor in the success of enterprises. Considering the problem of competitiveness of enterprises in modern conditions of operation, it should be noted that a single, generally accepted
understanding of the term does not exist. Scientists depending on affiliation to a particular scientific school
differently interpret this concept. The most common
definitions of "competitiveness" are shown in table 1.
Several major aspects of the definition of
"competitiveness" are based on the analysis of scientific
literature.
Some scholars, namely, A. P. Elec, E. V. Bogdan,
S. M. Turcan, consider competitiveness as comprehensive comparative description of the company. They note
that the competitiveness reflects the totality of a competitive and harmonious development of the company.
As a result of the company effectiveness the competitiveness is considered by such scientists as I. P.
Bulyeyev, E. I. Bulyeyev, M. V. Vereskyun. They note
that competitiveness is the result of effective business
enterprise on a competitive market.
Scientists O. D. Hudzynskyy, S. M. Sudomyr,
T. O. Hurenko, L. Yuzvak consider competitiveness as
a result of the implementation of competitive strategies.
From their perspective, the ability of competitiveness
for economic development through the development
and implementation of competitive strategies.
Competitiveness is defined as competitive potential by the definitions of I. S. Golovchenko-Marchenko,
E. A. Maslyaev. They believe competitiveness to be the
ability to search and identify potential reserves competitive with limited resources.
Consequently, the ground of the study note that the
competitiveness of enterprises linked to the presence of
certain features, and presence capabilities, in turn, is one
of the necessary conditions that ensure the appropriate
level of competitive advantage.
The stages of building the enterprise competitiveness are shown in fig. 1.
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Table 1
Existing approaches to the definition of «competitiveness»
Author
Elec A. P., Bogdan E. [9]

The economic essence
This is a complex multidimensional concept, which means competition, fight for the best
results, obtaining competitive advantage through the effective use of all available resources,
production and sale of competitive products and profit from the efficient conduct of business.
Turcan S. M. [10]
Complex characteristics of the enterprise system, which determines its ability to meet the
market, competitors businesses through the effective use of available resources (including
priority is personnel), production and sale of competitive products and profit from the efficient conduct of business.
Hudzynskyy O. D., Sudomyr S. M., It is recognized as the market formed and implemented competitive socio-economic system,
Hurenko T. O. [11]
which is materialized in the form of goods or services. It can be defined in the operational
activities in the implementation of strategies and in the future for substantiation of possible
situations and strategies
Golovko-Marchenko I. S. [12]
This is a real potential and ability of the enterprise to actively compete, resist the influence
of environmental factors, to make and sell competitive products and / or services, effective
operations in market conditions.
Maslyaeva A. A. [13]
This is the company's ability to use their competitive potential effectively, while maintaining
its position in a competitive market or expand market sector occupied permanently to search
and efficiently implement competitive potential reserves discovered with limited resources.
Yuzvak L. [14]
This is a set of properties that distinguishes it from other entities highest degree of satisfaction with their goods (works, services) needs, your performance, dynamic ability and adapt
to market conditions, the ability to economic development through the development and implementation of competition strategies.
Vereskyun M. V. [15]
The ability to build and use management group synergies effectively, while maintaining or
expanding their market presence and meanwhile maintaining or increasing their market
value.
Bulyeyev I. P., Bulyeyev E. I. [16]
This is a possibility of effective economic activity and its practical realization profitable in a
competitive market.

The set of enterprise resources

Competition in the market

Competitive advantages of
the enterprise

Potential competitiveness of enterprises

realized

reserve

actual

STRATEGIC

Enterprise Competitiveness

Fig. 1. Stages capacity building competitiveness Company
The potential competitiveness of the enterprise lies
in its ability and capabilities to implement effective socio-economic activities in a competitive environment,
both in the domestic and foreign market. Abilities and

divided into used (implemented) and potential (reserved).
The core competencies are the basis for capacity
building enterprise competitiveness, which are defined
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as a set of competitive advantages in strategically important areas of functional activity. The degree of realization of competitive advantages determines the actual
and strategic competitiveness, emerging implemented
and reserve potential competitiveness.
The potential competitiveness of enterprises is
formed by various sources of its resources. Despite the
difference in their contribution, they are important for
capacity building competitiveness. Availability of resources and reserves, involved and not involved in the
business activities of the company is necessary but not
sufficient condition for its potential competitiveness.
For this purpose the company must have the sufficient
volume of total resources, which form its potential competitiveness.
Thus, under the potential competitiveness of enterprises should be understood as a set of enterprise re-

sources, forming capabilities under the influence of
competition and determine the presence of actual competitive advantages that justify the directions of further
development of the enterprise in the long run compared
with competitors in the market.
Thus, the results of the studies make it possible to
argue that the category of "potential competitiveness"
inherent the following properties (fig. 2):
- Adaptability to changes in the external environment and internal market;
- Self-regulation and self-development of the internal environment of the enterprise;
- Flexibility to adapt to new competitive factors
and the existing conditions of the enterprise;
- Stability, which is due to an increase in the resources involved in the circulation of the company and
ensure its effectiveness.

Potential competitiveness of enterprises

adaptability

self-regulation and selfdevelopment

flexibility

stability

Competitive advantages of the enterprise
Fig. 2. Properties of enterprises’ potential competitiveness
The potential competitiveness of enterprises serves
as the object structure, ie separating it into its component
parts. Presentation of the structure of potential competitiveness of the enterprise is characterized no less diversity than his interpretation of nature.
The structure of the potential competitiveness of
the enterprise, which is shown in fig. 3, includes the
following components:
Innovation

- Marketing;
- Innovation;
- Resource;
- Financial;
- Human resources;
- Information.

Informative

Resource

Potential competitiveness of enterprises

Personnel

Marketing

Financial

Fig. 3. Structural components of potential competitiveness of enterprises
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The marketing potential determines the level of
readiness of the enterprise to a particular activity, solving a given circle of problems. Evaluation of potential
marketing allows the company to understand how well
used features of the marketing department, which weaknesses that do not allow sufficiently implement management decisions in marketing.
Innovative potential is manifested in the fact that
on the one hand it gives the company a chance to win
the competition, pushing competitors out of the market,
gain competitive advantage, and on the other, forming
business reputation of the company as innovative and
active participant in the market. Enhancing innovation
depends on the efficiency of formation and use of
innovative capacity and its strengthening is determinant
of innovative enterprises.
The resource potential serves to be the material
basis of production enterprises, has the goal orientation,
and provides continuity and efficiency of its operations.
This potential is realized in the course of the company,
which zaklechayetsya in the revitalization of targeting,
resulting in increasing its competitive advantages.
Financial strength allows you to identify the most
important problems (bottlenecks) in the industrial, economic and financial activity, establish their causes, identify ways to increase the positive financial result, which
is essential for sustainable development and increased
competitiveness.
Human resources include not only the staff, but
also a level compatible frames opportunities for competitive advantage in the market. On the one hand, it defines
the possible participation of the employee (or all members of the collective enterprises) in industrial activity,
on the other hand – is a characteristic of an employee,
which reflects the degree of his abilities, fitness and
training and qualifications.
Information potential is a set of tools, methods,
conditions, and software that can receive, store, analyze,
summarize and update the information necessary to
adapt the company to a competitive market.
Internal structural components, that have been indicated, form the competitive capacity of the enterprise.
These potentials are in relationship to each other, so the
resource potential forms the material basis for the development and marketing of innovative potential and nonmaterial base for human resources.
Conclusions. In modern conditions of economic
development providing the stability conditions can be
performed with the capacity of building enterprise competitiveness, based on a detection of competitive advantage. And the ability to win in the competition depends on the internal competitive capabilities of enterprise and external conditions of its activities. The external environment of the enterprise is being investigated
in order to identify trends or conditions that may affect
its ability to maintain the proper level of competitiveness both in the domestic and foreign markets.

Thus, the potential level of competitiveness should
be evaluated to identify possible prospects for development and competitiveness of enterprises.
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Коритько Т. Ю., Крук О. М. Теоретичні аспекти визначення потенціалу конкурентоспроможності підприємства
У статті визначено різні теоретичні підходи до
трактування понять «потенціал» та «конкурентоспроможність підприємства». На підґрунті проведеного дослідження запропоновано етапи формування
потенціалу конкурентоспроможності підприємства.
Доведено, що під потенціалом конкурентоспроможності підприємства слід розуміти сукупність ресурсів підприємства, що утворюють можливості під
впливом конкуренції та визначають наявність фактичних конкурентних переваг, які обґрунтовують
напрямки подальшого розвитку підприємства в довгостроковій перспективі порівняно з конкурентами
на ринку. Обґрунтовано властивості, які притаманні
категорії «потенціал конкурентоспроможність підприємства».
Визначено структурні складові потенціалу конкурентоспроможності підприємства, які формують
конкурентні можливості та переваги підприємства і
знаходяться у взаємозв’язку один із одним.
Ключові слова: потенціал, конкурентоспроможність, підприємство, маркетинговий потенціал, фінансовий потенціал, інформаційний потенціал,
інноваційний потенціал, ресурсний потенціал, кадровий потенціал.
Корытько Т. Ю., Крук Е. Н. Теоретические
аспекты определения потенциала конкурентоспособности предприятия
В статье рассмотрены различные теоретические подходы к сущности понятий «потенциал» и
«конкурентоспособность предприятия». На основе
проведенного исследования предложены этапы

формирования потенциала конкурентоспособности
предприятия. Доказано, что под потенциалом конкурентоспособности предприятия следует понимать
совокупность ресурсов предприятия, которые формируют возможности под воздействием конкуренции и определяют наличие фактических конкурентных преимуществ, обосновывающие направления
дальнейшего развития предприятия в долгосрочной
перспективе по сравнению с конкурентами на
рынке. Обоснованы свойства, присущие категории
«потенциал конкурентоспособности предприятия».
Определены структурные составляющие потенциала конкурентоспособности предприятия, которые формируют конкурентные возможности и
преимущества предприятия, а также находятся во
взаимосвязи друг с другом.
Ключевые слова: потенциал, конкурентоспособность, предприятие, маркетинговый потенциал,
финансовый потенциал, информационный потенциал, инновационный потенциал, ресурсный потенциал, кадровый потенциал.
Korytko T., Kruk E. Theoretical aspects definition of the potential competitiveness of enterprises
The different theoretical approaches to the interpretation of the concepts of «potential» and «competitiveness of company» are indentified in this article. On
the ground of the research proposed stages of potential
competitiveness. It is proved that under the potential
competitiveness of enterprises should be understood as
a set of enterprise resources, forming capabilities under
the influence of competition and determine the presence
of actual competitive advantages that justify the directions of further development of the enterprise in the long
run compared with competitors in the market. Grounded
properties that are inherent to the category of «potential
competitiveness of enterprises».
The structural components of the potential competitiveness of enterprises, which form the competitive opportunities and benefits of the company and are in relationship to each other, are identified in the article.
Keywords: potential, competitiveness, enterprise,
marketing potential, financial potential, informative potential, innovative potential, resource potential, skilled
potential.
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INCREASE IN COMPETITIVE CAPACITY OF INDUSTRIAL ENTERPRISE
THROUGH CREATION OF AUTOMATION SYSTEM OF THE PROCESS
OF WORK DISTRIBUTION AMONG EMPLOYEES
Statement of the problem. Nowadays the theory
and practice of management dictate a new approach to
personnel managing. Within it’s context manpower resources of enterprises and organizations are considered
as the most valuable resource and the development of
their potential as an important strategic task of enterprises to reach a success [1].
The modern market of information technologies
offers a wide range of program products to solve actual
problems of personal control and optimize business-processes at enterprises with different levels of organizational development and different tendencies of their activity.
Automatic personnel management systems allow
to record employees, issue and register orders, follow
the course of holidays, get various analytical information, and decide a lot of other problems.
At present there are quite a lot of managerial systems of personnel presented as complex programs covering the whole range of tasks for managing manpower
resources and strictly specialized solutions. The cost of
such systems can reach hundreds of thousands dollars
[2].
The task of personnel selection to fulfill work is an
important part of enterprise operation. The right nomination of an employee for doing work can not only raise
labour productivity and personnel loyalty but also enterprise income and can substantially influence its competitive capacity.
In spite of the fact that there are a lot of program
products for solution of actual problems on personnel
management, the appointment of employees is mainly
carried out “by hand”, that is by heads of departments,
shops, and other divisions whose decisions are based on
their professional experiences and common sense. However, the given base is not sound enough and with the
growth of task volumes, decrease in admissible time of
reaction to external influence, increase in the number of
criteria, which must be taken into consideration while
making an optimal decision, the problem situations for
managers are possible.
Work distribution among employees is fixed in the
existing program products on personnel managing but

decision making concerning personnel appointments is
strictly based on head’s preferences. In this connection
automation of the process of work distribution among
employees with the help of mathematical methods is urgent.
Analysis of the latest investigations and publications. During automation of the processes of manpower
management the automation of personnel placement in
accordance with jobs and tasks on the basis of employee’s potential but not of his post plays an important
part.
From mathematical point of view the task of personnel appointments by jobs with consideration for their
professional, socio-communicative, personal, generally
cultural, and other criteria is formulated as multi-criterion appointment problem.
The problem is stated as the problem of distribution
of different subjects by different objects taking into consideration the characteristics of the subjects, which to a
certain extent must correspond to the objects’ requirements.
There are a lot of approaches to the solution of certain problems. These approaches are considered in the
papers by O.I. Larichev [3], S.V. Levin, A.A. Petrik [4],
O.Y. Nikonov, O.A. Podolyak, E.V. Skakalina, V.I.
Protasov [5], A.V. Lotov, I.I. Pospelova [6], etc.
These works offer the solution of the problem concerning distribution of subjects by different objects but
the effectiveness of the given method is not checked in
any software.
The purpose of this article is to work out a mathematical model of manpower distribution by the tasks at
an enterprise with possible realization of this model in a
program product.
Basic material of research. Among all resources
available at any enterprise manpower resources, which
are called personnel, occupy special place. Personnel is
the most important element of productive forces of an
enterprise. All members of the staff belong to it. All employees of the enterprise contribute their individual
work to the process. Therefore, the labour of each employee and the staff as a whole must be planned and organized beforehand.
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The content of the work of all members straightly
depends on a certain working place and a post of the employee, his economic role in the production process and
organizational structure. The better the functions of each
working place and the post are determined, the more
precisely it is possible to set a range of responsibilities,
the content of work of each category of employees. The
right differentiation of labour allows to place all participants of the production process to the given working
places in terms of their personal duties and professional
business qualities. The differentiation of labour means
separation of different kinds of labour and appointing
people to fulfill these kinds of work.
Computerization of personnel work of any enterprise in modern conditions is one of the key tendencies
of its development and competitiveness in the market.
As the automatic processing of personal data, making personal decisions, automation of separate personnel procedures and technologies provide not only considerable gain in time and advantage over competitors
but also decrease in material expenses and other risks.
In order to automate the process of optimal appointment of employees to fulfilling their work a mathematical model is used.

The appointment of employees to the jobs with regard to their professional, socio-communicative, personal, cultural and other criteria from mathematical
point of view is called multi-criterion appointment problem (MAP). Structure and composition of indices necessary for recording labour potential of employees are
presented in fig. 1.
There are all possible mathematical approaches to
the solution of specific problems such as: theoretical and
play approach to the solution of a multi-criterion appointment problem, approaches based on the methods of
genetic consultation, indistinct logic, approaches based
on algorithms of ordinal normalization of criteria, on
man-machine procedures, etc.
There are several variants for work and employees
distribution.
1. Number of employees coincides with number of
tasks.
2. Number of tasks is fewer than number of employees.
3. Number of tasks is more than number of employees.

COMPETENCES

Professional

Vector of significant
indices (competences)

Key indices of
effectiveness (KI)

_________________
Socio-communicative
_________________
Personal
_________________
Generally cultural

Fig. 1. Composition and structure of indices of employees’potential
To solve the variant when the number of tasks is
more than the number of employees it is necessary to
take into account the operation flow chart. While drawing up a chart it is necessary to have regard to the availability of man-power resources as simultaneous fulfillment of some operations due to restrictions may turn out
impossible.
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This paper deals with the method of solution of
multi-criterion appointment problem based on man-machine procedures, which offers the solution for the first
and the second variants without considering the operation flow chart.
The person, who makes a decision (PMD), whom
to appoint to a definite kind of work interacts with the
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system placing his/her preferences as weight coefficients, and the system in its turn helps PMD (enterprise
manager) make a choice.
There are two initial sets with n elements in each.
Each of them is characterized on the basis of estimations
by N criteria:
− C (C1, C2,…,Ci,…, Cn) – a set elements of
which are called subjects (employees);
− (O1, O2,…,Oj,…On) – a set elements of which
are called objects (jobs);
− K= (K1, K2,…,KN) – a set of estimation criteria
of subjects and objects.
Based on the preferences of PMD (manager) it is
necessary to find an effective solution with maximum
possible number of best, from the PMD point of view,
appointments. Each estimation on the criterion scale has
two definitions reflecting mutual demands and possibilities of elements of two sets. The criterion scales are
ordinal as a rule with a few number of evaluations adjusted from better to worse. The evaluations can be both
verbal and numerical.
One part of the criteria reflects demands of subjects
and possibilities of objects, the other one – demands of
objects and possibilities of subjects by their satisfaction.
Criterion correspondence is the difference by one
of the criteria between demands of a subject (an object)
and possibilities of an object (a subject). The demands
of i-element by k-criterion (Tikp) are satisfied by the possibilities of j-element by k-criterion (Vjkt) if p > t. In so
doing the criterion correspondence is ideal.
Let’s call pair {Ci, Oj} an ideal appointment, all
their mutual demands are completely satisfied by all criteria, that is all criterion correspondences are ideal.
Let’s call any pair {Ci, Oj} formed of two elements
belonging to different initial sets an appointment. There
is a set of (n ⋅ n) appointments {Ci, Oj}, i, j =1,2,…,n, for
two initial sets with n elements C and O.
Let’s call the unit diagonal matrix M(n ⋅ n) diagonal
elements of which correspond to the appointments forming a decision as a solution of a multi-criterion appointment problem. Notice that the number of possible solutions for dimensionality of the initial sets C {n} and
O {n} comes to n!.
Then the appointments are ranked, that is each possible appointment must have a rank reflecting its quality
from the point of view of PMD. In that case any solution
of MAP can be characterized by a complex of ranks of
separate appointments having formed the decision.
On the basis of PMD preferences it is necessary to
determine and choose out of a great number of effective
decisions such a decision for which the sum of ranks of
the best quality S appointments (S ≤ n) is minimum.
The algorithm for solution of the problem of work
distribution among employees is as follows.
1. It is necessary to carry out a formal data analysis
without PMD participation. Formally the relationship
between elements of the two sets (subjects and objects)

may be characterized by correspondence vector Rij
(i,j =1,2…,n), where k component defines the degree of
correspondence of elements characteristics by k criterion. So at the stage of data analysis the concept “criterion correspondence by N-criterion” is an equivalent to
the component of correspondence vector which is calculated in the following way:

 0, if Tikp ≤ Vjkq ( p ≥ q)
Rijk = 
,
r
,
if
T
V
>

k
ikp
jkq

(1)

where Tikp – demand of i-element of one set (subject or
object) expressed by p-evaluation on the demand scale
by k-criterion;
Vjkq – corresponding possibilities of j-element of
another set expressed by q-evaluation on the possibility
scale of the same k-criterion;
rk – number of evaluations on the k-criterion
scale, where demands exceed possibilities.
2. An aggregated criterion – curtailment of the correspondence vector (Gij) is formed for each vector of
correspondence. The value of the curtailment is calculated as a sum of declinations of each component of the
correspondence vector.

Gij = SUM ( Rijk ) ,

(2)

3. The set, which is not included in the ideal appointment Gij ≠ 0, is divided into three subsets: I+ – subset of criteria according to which A (employee 1) is
preferable to B (employee 2); I= – subset of criteria
according to which A is equal to B; I- – subset of criteria
according to which B is preferable to A.
4. PMD allocates points (weight coefficients) of
importance for the criteria (Wi) for each subject. The index of agreement with the hypothesis about superiority
of A over B is formulated.
The index of agreement is calculated on the basis
of weight criteria:

C AB =



i∈ I +
N



i∈ I −

Wi
.

(3)

Wi

5. The index of disagreement dAB with the hypothesis about superiority of A over B is defined on the basis
of the most “contradictory” criterion – the criterion by
which B to the greatest extent excels A.

d AB = maxi∈I −

lBi − li A
,
li

(4)

6. The levels of agreement (a) and disagreement (d)
are designated and the calculated indices for each alternative pair are compared with them. If CAD ≥ a and
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dAB ≤ d, then alternative A (employee 1) excels alternative B (employee 2).
7. One alternative is selected out of multitude of
alternatives, it excels all the others. The given alternative wins and is put on the first place (the employee who
suits best), the second place is occupied by the alternative that excels less quantity of alternatives and so on.
Conclusion. Computerization of personal work of
any enterprise in modern conditions is one of the key
tendencies of its development and competitive capacity
in the market. Automation of the process of manpower
resources management stipulates an important role of
automation of personnel placement in accordance with
jobs and tasks reasoning from employee’s potential but
not from the occupied post.
As a result of the analysis of the existing mathematical methods for optimal work distribution among
employees a new mathematical method has been proposed. It is based on man-machine procedures, calculating a correspondence vector, agreement and disagreement matrices, allowing an enterprise manager to simplify making a decision.
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THE USE OF MATHEMATICAL METHODS FOR DECISION MAKING
IN OPTIMAL PRICING STRATEGY FOR ENTERPRISES
Problem Statement. At the present stage of transformation of economic system of Ukraine the pricing
policy of the company plays an important role in maintaining the required level of the enterprise competitiveness. Increased competition and lowering solvency of
the population is forcing companies – manufacturers to
make more and more concessions to consumers and
middlemen in marketing with the help of the pricing policy. In addition, the objective factor of increasingly important role of pricing policy is that the advertising efficiency goes down because of the rising costs of advertising and tightness in the media. Therefore, a growing
number of companies resort to the effective pricing policy, as a means which can effectively support the company's competitiveness.
Analysis of Researches and Publications. Sufficient attention is given to the problem of pricing (I.D.
Paderin, G.Yu. Kramarenko, V.I. Yanchuk, G.V. Yanchuk, L.A. Shkvarchuk et al.). Classical methods of
pricing (cost and market) are often used in practice. Pricing methods and models develop, modify and adapt according to conditions the price is formed in. The variability of the external operating environments (political
and economic) determines the topicality of choosing the
optimal pricing strategy under uncertainty and risk.

The objective of the study is to develop a model
of the optimal pricing strategy for industrial enterprise
in the conditions of uncertainty and risk.
Presentation of the Main Material. The company
may form a numerous. possible pricing strategies, such
as:
– Strategy 1 – the formation of prices with cost
method, taking into account 20% of the profits;
– Strategy 2 – the formation of prices with cost
method, taking into account 0% of the profits;
– Strategy 3 – the formation of prices in order to
accumulate their own funds.
The choice of the company will depend on the projected sales volume for the next period and the company's management attitude to the economic risk.
According to [1-2] Gross profit PV can be defined
as the difference between revenues B and expenses Z.
We assume that:
m

B =  X n − r ⋅ ar ⋅ P( 1 ) ;

(1)

Z = X n ⋅ U n + Zn ,

(2)

r =0

where Zn – the fixed costs of production; U n – variable
cost for one unit; X n – the number ofunits produced in
the n-th period;

m


PV = В − Z =  X
⋅ar ⋅ Р( 1 ) −  X ⋅U + Z  ,
n
n
 n
r = 0 n−r

(3)

where P(1) – the price of one item.

Profit Index p is determined by the ratio of the
profit PV to the cost C:
m

PV В − Z В
p=
=
= −1 =
C
Z
Z

X
r =0

n−r

⋅ ar ⋅ P(1)

X n ⋅ U n + Zn

−1.

(4)

P(1) =

At the profit of zero in the period n = 0 the price U
(1) is determined this way:

P0(1) =

Xn ⋅ Un + Zn
m

X
r =0

n− r

(5)

.

⋅ ar

When X n − r = const = X n , P0(1) = Un +

Zn
.
Xn

When р ≠ 0 the expression for the price C (1)
takes the form:

(1 + р ) ⋅ [ X n ⋅ Un + Zn ] .
m

X
r =0

n−r

(6)

⋅ ar


Z 
When X n − r = const = X n , P(1) = (1 + р ) ⋅ Un + n  .
Xn 

Relation (7) and (8) are used to determine p and
C (1), providing the enterprise accumulation of new own
funds for the period n at the expense of the profit, and
take into account the rate β пр of income tax:
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P(1) =

X n ⋅ Un + Zn + Cn / (1 − βпр )
m

X
r =0

n−r

;

Zoverh =

(7)

⋅ ar

 Xn ⋅ Un + Zn + Cn / (1 − βпр ) 
(8)
p= 
−1 .
Xn ⋅ Un + Zn
To determine the minimum level of retail and
wholesale prices, on the basis of the method used for
pricing at the enterprise, the ration is used (for a costbased method for setting the price):
Pр(1) = ( Zпр + Zнакл ) ⋅ 1, 2 ,
(9)
(1)
r

where P – the minimum retail price of one item,
UAH; Zdc – the direct costs of one item, UAH; Zoverh –
the overhead costs of one item, UAH:
( Zsal _ b + Оded _ Zsal ) S
(10)
Zdc =
+ ,
1000
V
where Zsal _ b – basic salary at the rate of 1000 units,
UAH$ Оded _ sal – deductions from the basic salary,
UAH; S – the cost of materials for the production of a
given output, UAH; V – the volume of production of
one kind, items.
k
k
 V ⋅ Ni

⋅ Pi  ,
S =  Si =  
(11)

i =1
i =1  1000

where S i – the cost of i -th kind of materials, UAH;
k – the number of kinds of materials; Ni – the con-

sumption rate of i - th kind of material for 1000 units,
units; Pi – the cost of i -th kind of material, UAH.
Overhead costs are determined by the formula:

Zoverh _ dir + Zad min + Zmarket
1000

,

(12)

where Zoverh _ dir – direct overhead costs are determined
as the percentage of the basic salary, UAH; Zad min – administrative costs, determined as a percentage of the
basic salary, UAH; Zmarket – marketing costs, determined as a percentage of the basic salary, UAH.
Minimum wholesale price is set at the level:
(1)
Popt
= ( Zdс + 0,3 ⋅ Zoverh ) ⋅ 1, 2 ,
(13)
(1)
where Popt
– minimum wholesale price of one unit,

UAH.
It was noted earlier that the choice of pricing strategy depends on the strategic objectives of the enterprise
and the fact, what management's expectations on the
level of demand will be. This situation can be represented as a statistical game where players on the one
hand are the company's management, and on the other
hand – the level of demand (the planned volume of
sales) for the company's products.
The level of demand is characterized as possible
states of the economic environment. The strategies are
considered as the possibility of setting the price at the
level of 20%, 0% and 40%, respectively. Then, it is advisable to use the gross profit from sales of products as
the elements of the payment matrix, the matrix of the
game, taking into account the risk of receiving less profit
and the storage costs of the product, provided that it will
not be marketed during the year.
The elements of the payment matrix aij will be determined by the formula:

L

L

l =1

l =1

aij = Pij − Zij = d j ⋅  Pli(1) ⋅ Vl − ( Ri + Z _ hi ) ⋅ (1 − d j ) ⋅  Pli(1) ⋅ Vl ,

(14)

where Pij – the gross income from sales, UAH; Zij – the expenditures, related with the risk of receiving less profit,
and the storage costs of the unsold products, UAH; d j – demand for products with j - th state of the economic
environment, the share; Pli(1) – The price of unit of products of l - th kind and i - th strategy, UAH; Vl – planned
annual sales volume of products of l -th kind, units.; L – the total number of kinds of products of enterprise; Ri –
the risk of receiving less profit, share; Z _ hi – the share of the storage costs of unsold goods during the year, share.
The storage costs of the unsold products are assumed to be 27% of the total cost of unsold products.
Under the risk of receiving less profit we mean insurance of working capital in order to ensure the efficient organization of the production process.
Initial data for the determination of the payment
matrix are represented in the table 1.
The criteria for selection of the optimal pricing
strategy of the enterprise are:
– Bayes criterion, providing an alternative
choice, taking into account the unequal probability of
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economic environment states and expressing a choice of
optimistic point of view;
– Laplace criterion that characterizes alternatives
from the standpoint of average gain;
– Wald criterion, which gives an idea about the
best alternative in extreme conditions.
Bayes criterion for a positive evaluation of the
functional F = F + :
(15)
si : B + ( si ; P ) = max B + ( si ; P )
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Table 1
Initial data
The volume of selling 100%

Strategy
Strategy 1 (profit 20%)
Strategy 2 (profit 0%)
Strategy 3 (profit 40%)
Probability of demand (variant 1)
Probability of demand (variant 2)

The volume of selling 75%

The volume of
selling 50%

The volume
of selling 20%

Ri

Z _ hi

Ri

Z _ hi

Ri

Z _ hi

Ri

Z _ hi

0,10
0,05
0,25

0,20
0,20
0,25

0,10
0,05
0,25

0,20
0,20
0,25

0,10
0,05
0,25

0,20
0,20
0,25

0,10
0,05
0,25

0,20
0,20
0,25

0,10
0,25

0,45
0,25

n

where B+ ( si ; P ) =  p j aij+ – Bayesian estimation of soj =1

lutions (strategies) si (i = 1..m ) ;
p j – probability of j - th state of the economic

environment;
S = ( s1 ,..., sm ) – a set of possible strategies.
Laplace criterion differs from the Bayes criterion
in probability vector only:

0,35
0,25

0,10
0,25

 1
pj ≈ pj = , j = 1..n .
(16)
n
Wald criterion defines the optimal strategy in the
worst conditions:
si0 : ai+0 = max ai+ = max min aij+ ,
(17)
si ∈S θ j ∈Θ
s ∈S
i

where θ j ∈ Θ ( j = 1..n) – a set of states of the economic
environment.
Payment matrix and results of selection of alternatives are shown in table 2.
Table 2

Selection of the optimal pricing strategy
The volume
of selling
100%

The volume
of selling
75%

Strategy 1 (profit 20%)

399439,26

Strategy 2 (profit 0%)

335458,39

Strategy 3 (profit 40%)
The probabilities of the
states of the economic
environment
(Bayes
criterion)
The probabilities of the
states of the economic
environment (Laplace
criterion)

The volume
of selling
50%

The volume
of selling
20%

269621,50

139803,74

-15977,57

230627,64

125796,90

0,00

469641,75

293526,09

117410,44

-93928,35

0,1

0,45

0,35

0,25

0,25

0,25

Average income (B)

Average income (L)

Minimum
income (В)

208607,15

198221,73

-15977,57

181357,19

172970,73

0,00

210751,73

196662,48

-93928,35

0,10

–

–

–

0,25

–

–

–

According to the criterion of Bayes the optimal strategy of pricing is that one, that takes into account 40% of
the profit. In monetary terms the profit will be:
si0 :max(208607,15; 181357,19; 210751, 73) = 210751, 73 UAH.
si ∈S

By the criterion of Laplace the optimal strategy of pricing is the strategy, that takes into account 20% of the
profit. In monetary terms the profit makes up:
si :max(198221, 73; 172970, 73; 196662, 48) = 198221, 73 . UAH
0

si ∈S

By the criterion of Wald the optimal strategy of pricing is the strategy, that takes into account 0% of the profit.
In monetary terms the profit makes up:
si :max min( − 15977, 57; 0; − 93928, 35) = 0 UAH.
0

si ∈S

θ j ∈Θ

Conclusions. Selection of the optimal strategy depends on the projected volume of selling for the next period and the company's management attitude to the economic risk.
The proposed mathematical model of pricing based
on different rates of profit and seasonality described by

varying the volume of sales, in different conditions of
the economic environment, will make it possible to design different pricing scenarios, allowing to increase the
efficiency of the price policy of the enterprise.
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Відмічено, що розвиток, модифікація і адаптація методів і моделей ціноутворення відбувається з
урахуванням умов, в яких формується ціна. Зазначено, що мінливість зовнішніх умов функціонування підприємств (політичних і економічних) визначає актуальність питання вибору оптимальної цінової стратегії в умовах невизначеності і ризику.
Поставлено завдання розробки моделі формування
оптимальної цінової стратегії виробничого підприємства в умовах невизначеності і ризику із сформованої множини стратегій. Наголошено, що вибір
підприємства залежатиме від прогнозованого об'єму
реалізації на майбутній період і відношення керівництва підприємства до економічного ризику. Вказана ситуація представлена у вигляді статистичної
гри, де гравцями виступають з одного боку керівництво підприємства, а з іншого – рівень попиту (планований об'єм реалізації) на продукцію підприємства. Вибір оптимальної стратегії пропонується здійснювати за допомогою критеріїв прийняття рішень:
Байєса, Вальда і Лапласа.
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Шевченко Н. Ю., Гудкова К. Ю. Использование математических методов принятия решений при формировании оптимальной ценовой
стратегии предприятия

Отмечено, что развитие, модификация и адаптация методов и моделей ценообразования происходит с учетом условий, в которых формируется цена.
Указано, что изменчивость внешних условий функционирования предприятий (политических и экономических) определяет актуальность вопроса выбора
оптимальной ценовой стратегии в условиях неопределенности и риска. Поставлена задача разработки
модели формирования оптимальной ценовой стратегии производственного предприятия в условиях
неопределенности и риска из сформированного
множества стратегий. Отмечено, что выбор предприятия будет зависеть от прогнозируемого объема
реализации на будущий период и от отношения руководства предприятия к экономическому риску.
Указанная ситуация представлена в виде статистической игры, где игроками выступают с одной стороны руководство предприятия, а с другой – уровень спроса (планируемый объем реализации) на
продукцию предприятия. Выбор оптимальной стратегии предлагается осуществлять с помощью критериев принятия решений: Байеса, Вальда и Лапласа.
Ключевые слова: ценовая стратегия, моделирование, риск, прибыль, статистическая игра, критерии принятия решений.
Shevchenko N., Gudkova E. The use of mathematical methods for decision making in optimal pricing strategy for enterprises
It is noted that the development, modification and
adaptation of methods and pricing models takes place
according to the conditions in which the price is formed.
It is indicated that the variability of the external conditions of functioning of enterprises (political and economic) determines the relevance of the issue of choosing the optimal pricing strategy under uncertainty and
risk. The task of developing a model of the optimal pricing strategy of industrial enterprise in the conditions of
uncertainty and risk of the generated sets of strategies.
It is indicated that the choice of the enterprise will depend on the projected sales volume for the next period
and the ratio of the company's management to the economic risk. This situation is presented in the form of a
statistical game where players act on the one hand the
company's management, and on the other - the level of
demand (the planned volume of sales) in the company's
products. Choosing the optimal strategy is proposed to
carry out with the help of decision criteria: Bayes, Wald
and Laplace.
Keywords: pricing strategy, modeling, risk, profit,
statistical game, the criteria for decision-making.
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THE ROLE OF SUPPLY CHAIN SUSTAINABILITY IN STRENGTHENING
THE BUSINESS COMPETITIVENESS
Introduction. Good practice in corporate responsibility generally requires companies to address both
their direct and indirect, social, environmental and ethical impacts. A key indirect impact for companies with
operations that have complex supply chains is the level
of responsibility of their value chains participants (from
suppliers up to final product delivery to the customer
and after-sales services), including not only economic
but also ethical, social and environmental aspects.
Global investors and other stakeholders are also increasingly concerned about the potential risks posed to a
company by the activities within its supply chain. The
influences and complexity of today’s market conditions
are requiring innovative approaches to the way that business` relationships are formed and managed, promoting
the role of contracts in shaping organizations and determining their success. In a modern networked economy,
the contracting process, and measures to ensure the sustainability of relations with suppliers form the necessary
strong coupling, which ensures the integrity of all links
in the value chain. The efforts aimed on introducing
modern system of supply chains management in business practice are important especially for industrial enterprises of countries with developing market economics due to weak institutional framework for doing business. For many Ukrainian enterprises, acuteness of this
issue is increasing significantly in the current conditions
when they are pushed to reorient at new markets of raw
materials and sales of their products. Thus the topic of a
paper, which is related to the organization of supply
chain management in enterprises in the face of increasing global competition, one should recognize as relevant.
The aim of the paper is twofold: (1) to generalize
modern approaches to management of supply chains,
which ensure the sustainability of a business and thus
strengthen its competitiveness, and (2) to identify ways
how to facilitate the implementation of these approaches
in the management practices of Ukrainian enterprises.
Methodology and research approach. To gain a
understanding of its aspects, the concept of sustainable
supply chains management is explored through a literature review of current research of leading scholars on
this topic initially. Then, ways to introduce this approach in practices of Ukrainian enterprises are determined on the basis of a study of available empirical data,
scientific literature, laws and regulations relating to the
providing of the sustainability principles in the business
activity. In doing that a number of general and special
methods were used, such as: theoretical generalization,

abstract logic; synthesis; comparative and structural
analysis.
Revising the literature on sustainable supply
chain management.
Supply chain management is primarily a task for
business, producing and delivering goods and services.
How this is accomplished is dependent on market demands and expectations. Both the why: drivers, and
how: relevant tools, must be assessed to examine the
market readiness and current capability of sustainable
supply chain management. There is also a need to define
what means sustainability relatively to supply chain
management is. Today the efficiency of enterprise’s operation can not be considered without regard to its environment, as it determines, to a large extent, a success or
failure of an enterprise. Changes in the enterprise’s environment might create both chances for company, but
also a threat. Thus, the behaviour of the market is a consequence of the impact of the environment in which
companies operate, which is complex and difficult to
predict. Changes of global markets conditions lead to
changes in the business environment, which, in turn,
forces the management of an enterprise to search for
new approaches to achieve the main objectives, implement technological and organizational innovations, review the management system for the entire value chain
added.
Supply chain management (SCM) became a research issue during the 1980s and is defined as the control of the supply chain operations, resources, information and funds in order to maximize the supply chain
profitability or surplus. SCM focus on economic performance in the attempts to create customer values through
the supply chain [1, p. 69]. SCM also can be defined as
the management of flow of products and services, which
begins from the origin of products and ends at the product’s consumption. It also comprises movement and
storage of raw materials that are involved in work in progress, inventory and fully furnished goods. Thus Supply
Chain Management refers to the management of an interconnected network of businesses involved in the ultimate delivery of goods and services to customers. It entails the storage and transport of raw materials, the process of inventory and the storage and transportation of
the final goods from the point of manufacture to the
point of consumption [2, p.1 - 2].
The concept of supply chain management has
evolved in line with how varied theoretical approaches
and management practices in relation to the factors that
determine the competitiveness of the enterprise, as well
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as the nature of competition in the global economy in
general and the increasing requests for social and environmental responsibility. Initially, the SCM has been
applied as a tool that an enterprise is using for dealing
with upstream material flows from suppliers to production processes. However, by the mid-1990s, there was a
change in orientation, and focus has shifted from the
only upstream segment up to the entire supply chain.
And to the first decade of the current century, one can
observe the onset of the next phase of the focus shift –
from SCM to strategic and globally oriented supply
chain management [3, p. 157]. Corporate competitiveness and economic success relies more and more on superior agility and collaboration capabilities. Many firms
are included in the value chain, which form a formal or
informal clusters or other forms of the same type of
product manufacturer networks, especially small ones.
Cooperation instead of confrontation is fundamental
rule of value chain collaboration under modern global
competition [4, p. 14 – 16]. Currently, we are observing
the third shift, when the concepts of sustainability and
socially and environmentally responsible business is incorporating in the theoretical framework and practice of
overall management and supply chain management, in
particular [5 – 13]. Michael Porter and Mark Kramer
suggest that the competitiveness and prosperity of the
communities in which business operates are interdependent, and that perhaps the recognition and use of the
interdependence between social and economic progress
is the basis for the next phase of global economic growth
[14]. Thus, more scholars in academic circles and more
companies in practice are positioning modern supply
chain management as a responsible supply chain management (RSCM) or sustainable supply chain management (SSCM).
The definitions of “sustainability” are very different. Some authors consider that the definition encompasses the business role in addressing environmental,
social (human rights and labour) and corporate governance issues, as covered by the Global Compact’s ten
principles [15, p.16]. Sustainable supply chain can be
defined as the management of environmental, social and
economic impacts, and the encouragement of good governance practices, throughout the lifecycles of goods
and services.
Basic research material. In the era of global competition, with diminishing difference between the brands
and the increased role of the media, businesses that go
beyond the traditional elements of the marketing mix,
but still incorporate these elements to intangible assets,
such as identity, reputation and value of the company,
become more competitive. This is particularly important
when these values represent a strategic advantage, because they create value not only for customers but also
for other stakeholders, such as employees, investors,
customers or local communities. Therefore, awareness
of socially responsible activities of a company will be
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positively related to the attitude of the company. The objective of supply chain sustainability is to create, protect
and grow long-term environmental, social and economic
value for all stakeholders involved in bringing products
and services to market. Through supply chain sustainability, companies protect the long-term viability of their
business and secure a social license to operate.
At every stage in the life cycle of specific products, there are social and environmental impacts, or externalities, on the environment and on people. In addition, governance, or the accountability of organizations
to their stakeholders for their conduct, is important at
every stage throughout the supply chain. The Global
Compact encourages participants to engage with suppliers around the ten principles [16, p.11] and to advance
sustainable development objectives as part of their commitment to the Global Compact, and thereby to spread
good corporate citizenship practices throughout the
global business community. As the table below outlines,
the ten principles are also intricately tied to sustainability in supply chains.
In order to avoid complicity in abuses, businesses
should seek to ensure that they do not cause the rights of
workers and others affected by their supply chain
to be infringed upon, including the right to freedom
of movement, freedom from inhumane treatment, the
right to equal pay for equal work and the right to rest
and leisure. The rights of all peoples to work in safe
and healthy working conditions are critically important
too [17, p. 26]. Companies can also begin to address human rights (including and beyond labour conditions)
alone or by working with partners to promote a broad
range of human rights such as gender equality and access to education and health.
Environmental impacts from supply chains are
often severe, particularly where environmental regulations are tax, price pressures are significant and natural
resources are (or are perceived to be) abundant. These
impacts can include toxic waste, water pollution, loss of
biodiversity, deforestation, long-term damage to ecosystems, hazardous air emissions as well as high greenhouse gas emissions and energy use. Companies should
engage with suppliers to improve environmental impacts, by applying the precautionary approach, promoting greater environmental responsibility and the usage
of clean technologies.
The significant corruption risks in the supply chain
include procurement fraud and suppliers who engage in
corrupt practices involving governments. The direct
costs of this corruption are considerable, including product quality, but are often dwarfed by indirect costs related to management time and resources spent dealing
with issues such as legal liability and damage to a company’s reputation. Companies that engage with their
supply chains through meaningful anti-corruption programmes can improve product quality, reduce fraud and
related costs, enhance their reputations for honest busi-
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ness conduct, improve the environment for business and
create a more sustainable platform for future growth.
The most important thing to do nowadays is to improve the management of the supply chain. It will allow
to minimize costs, identify competitive advantages and
control the risks associated with corporate reputation.
Globalization has given rise to large and complex organizations, and thus today it is difficult to ensure that a
company has a 100% national nature. The majority have
business partners, suppliers and customers abroad.
However, this feature is not perceived by the consumer
who does not differentiate between the company and the
links that make up its supply chain. Hence the consumers’ purchasing decisions are based on the general perception which they have of a particular brand [18, p.17].
The company that wants to control its risks related
to corporate reputation and protect its value, begins by
ensuring an adequate management of the supply chain.
It is essential to ensure that all parties in value added
chain share the same values, management standards and
regulatory compliance, to ensure proper control of the
risks in the supply chain. According to the particularities

of each sector, company or working environment, the
risks of the supply chain may be different. Hence, in order to diagnose risk it is necessary to answer the following questions presented in the table below. The brand,
the product, the sector of the activity and the country of
origin of the supplier influence its risk perception. There
are certain stages in the management of the supply
chain. Having defined the risk level of each provider, the
client company will establish a personal working relationship with each of them. For this it is advisable to define the minimum requirements on which the company
needs to have information and then to verify their compliance. These requirements must be aligned with the
corporate values of the company, so in the future it will
be easier to ensure the alignment of the company with
its supply chain.
The first steps in developing a supply chain sustainability programme are to evaluate the business case
for action and understand the external landscape. These
efforts will help identify the highest priority supply
chain issues for a company, evaluate risks and opportunities and build the internal support to move forward.
Table

Standard questions for the definition of risk zones in supply chains
Does the company have a
brand known by the final
consumer?

Do any of my providers
supply me with high risk
products or do they come
from a high risk sector?(1)

Do any of my direct suppliers work in high risk
country?(2)
Yes
No
Yes
No
Yes
No
Yes
No

Yes
Yes
No
Yes
No
No

Risk of the supply chain
Very high
High
Moderate
Low
Minimal

(1)

High-risk sectors and products.
(2)
The World Bank considers high-income countries (high Income/other high Income) as safe countries. By default, lowincome countries as well medium/low and medium/high, could be considered as risk countries.
Source: [18, p. 19].

There are many compelling reasons for taking action to improve social and environmental impacts
throughout the supply chain. Many companies are
driven by their corporate values and culture to address
sustainability issues. For these companies, the fact that
supply chain sustainability is the right thing to do and is
a driver of social development and environmental protection helps create internal buy-in and commitment.
Many companies also identify specific business drivers
for supply chain sustainability. The business case for a
particular company depends on a variety of issues including industry sector, supply chain footprint, stakeholder expectations, business strategy and organizational culture. Supply chain sustainability management
practices that respond to multiple drivers can maximize
the value to business.

One can describe managing risk in such manner.
Companies can protect themselves from potential supply chain interruptions or delays associated with suppliers’ human rights, labour, environmental and governance practices by ensuring suppliers have effective compliance programmes and robust management systems
covering all the areas of the Global Compact Principles.
For companies who have a single source for key inputs,
managing risks is also critical to ensuring continued access to those resources. Increasingly, customer and investor expectations are driving companies toward more
responsible supply chain management. Strong management of social and environmental issues can help companies address reputational risks. Finally, companies
also use supply chain sustainability to ensure that their
suppliers can adapt to anticipated strengthening of envi-
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ronmental regulations, extended product responsibility
legislation and to reduce potential future liability.
As for realizing efficiencies, a focus on realizing
efficiencies in the supply chain can reduce a company’s
supply costs while also reducing the environmental footprint of a supply chain, including energy, water and natural and synthetic material use, as well as improving
worker health and, motivation, and productivity. Benefits include:
– strong labour and health and safety practices
which may result in cost efficiency and improved
productivity;
– increased understanding of key processes in the
supply chain, including natural resource management
and extraction, logistics and manufacturing, which enables better management and stewardship of resources;
– more efficiently designed processes and systems
which reduce required inputs and lower costs.
Productivity and efficiency initiatives require a full
understanding of the different steps of the supply chain
and the key social and environmental impacts and cost
drivers.
By addressing the root causes of issues through
strong communication capabilities, in-depth understanding of business drivers and sustainability trends
and shared assessments and priorities for improvement,
companies can drive improvements and derive the benefits. At last, creating sustainable products collaboration
with suppliers on sustainability issues can foster product
innovation. Companies embarking on such initiatives
have added new features and performance characteristics to existing products and even generated new products. For example, sustainable products may result in
fewer negative environmental impacts than traditional
products or have improved end of life collection and disposal options. It is also possible for the sustainability of
products to be a differentiating factor and to lead to increased sales for some companies.
Companies should also invest in understanding the
expectations of their stakeholders including national
and local governments, workers’ and employers’ organizations, nongovernmental organizations (NGOs), advocacy and activist organizations, academic and issue experts and community groups, as well as suppliers themselves.
Moreover, companies can also benefit from seeking input from customers and investors. Customer and
investor demand is a primary driver for many supply
chain sustainability programmes, and insights from
these stakeholders can help shape programmes to ensure
that they create the maximum return for the company.
Engaging stakeholders early and regularly in the process
of designing a programme can help companies identify
relevant standards and approaches to sustainable supply
chain management. Some stakeholders are knowledgeable about, and sometimes even involved in the development of, different codes of conduct and certifications
for suppliers.
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Emerging risks and opportunities in supply chains.
From customers and employees to activists and NGOs,
stakeholders are often the first to identify emerging environmental, social and economic issues in the supply
chain. Companies who engage early and regularly with
stakeholders have the opportunity to take a proactive approach to these issues and to partner with stakeholders
rather than discovering the issues through an activist
campaign. Early identification of issues through stakeholder engagement can also help companies take early
leadership in comparison to peers.
Customers and investors are increasingly expecting that companies understand and manage impacts in
their supply chains. Investors want to ensure that companies are aware of and are mitigating key risks affecting their supply chains. In addition, they are interested
to know how companies are creating value from supply
chain sustainability.
Consumers and business customers are also encouraging companies to more closely manage their supply chains. In particular, some consumers are seeking
more sustainable products; while business customers
may include supply chain sustainability in their supplier
selection criteria. Having a clear vision and objectives
for a company’s sustainable supply chain programme
will provide direction for strategy and help to define a
company’s commitment. A vision will be a helpful yardstick in evaluating the success of the programme and in
identifying areas for continued improvement.
It is important that the development of a company’s
vision and objectives are championed from the top of a
company. This is critical to ensure the success of the
programme. Moreover, to ensure support from company leaders, it is important for executives and senior
managers from all parts of the business related to the
supply chain should be consulted in this process and
have a say in the development of the company’s vision.
Companies should consider how they can include
representatives from supply management functions such
as procurement and operations as well as corporate responsibility, design, marketing, logistics, quality assurance, compliance, legal, human resources and environment, health and safety functions in creating the vision,
as each of these functions will have a role to play in the
implementation of the sustainable supply chain programme. For smaller companies, it is equally important
that leaders agree on the vision for sustainable supply
chains. The output of the process should be a statement
of vision and commitment. Based on the business motivations and objectives, management can craft a vision
statement that reflects what it`s considered as long-term
success for a programme.
Codes of conduct are critical to establishing and
managing expectations for both customers and suppliers. They create a shared foundation for sustainability,
from which supply management professionals, suppliers
and other actors can make informed decisions. For many
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companies, a supplier code of conduct is a natural extension of corporate values statements and seen as an affirmation of existing expectations rather than a new set
of requirements. When developing codes of conduct,
there are a number of international standards that should
also be consulted and referenced. The Global Compact
principles outline each of the areas that need to be covered for a code of conduct to be considered comprehensive.
In order to meet a company’s goals for supply
chain sustainability, the code should be used as the foundation for setting internal and external expectations and
as a framework for action and engagement with suppliers and other stakeholders. A new code needs to be
shared throughout a company to raise awareness of the
standards it describes. Supply management professionals will need to gain familiarity with the elements of the
code in order to communicate it to existing and new suppliers and to explain how your company intends to work
with suppliers to ensure compliance and continuous improvement. Possible mechanisms include internal websites, recurrent trainings particularly for new staff and
regular communications from senior management to reinforce the importance of the code. Also, depending on
how large and complicated a company’s structure is, it
may be helpful to establish internal policies and procedures to explain how the code should be implemented
by staff.
Companies often take a variety of approaches to
communicating codes to suppliers including:
• A special, one-time communication. This approach is often most effective when the communication
comes from a senior level executive in a company.
• Inclusion of the code at first points of contact with
suppliers. Companies are including the code at the very
start of new relationships with suppliers by posting it on
their websites and including it in requests for proposals/
price valuations. This helps to raise awareness among
potential suppliers of the importance sustainability will
play in their relationship with the company.
• Integration of the code into supplier contracts.
Many companies also integrate the code into supplier
contracts, or into purchase orders, by asking their suppliers to commit in contracts to complying with the expectations set out in the code.
• Review of the code at a regularly scheduled business meeting.
The next step in designing a sustainable supply
chain programme is to determine the scope of the programme. Often companies that are just starting out in
supply chain sustainability seek to, or feel pressure to,
engage their entire supply chain. However, given the
size and spread of most companies’ supply chains, and
the resources that will be required for effective engagement, this is typically unrealistic.
Many companies therefore chose to focus their
programme on their “key” or most “strategic” suppliers,

which are often those that the company sources directly
from, has significant spend with and/or views as critical
to production. In addition, there may be particular “hot
spots” in the supply chain, even several steps removed
from company operations, which could need immediate
attention because of the high level of risk. For example,
electronics companies are trying to avoid contracts with
suppliers that are extracting minerals in the regions affected by social conflict and where human rights violations are present.
The objective of determining the scope of the programme is to identify which of a company’s suppliers
should engage with and to what extent, noting that programme boundaries tend to change over time as companies become more sophisticated and capable to manage
supply chain sustainability more effectively.
Sub-tier suppliers are defined as those companies
that supply to final suppliers; they are all the companies
that do not source the company directly but that provide
inputs for their products and services. For example, in
the information technology sector, mining companies
are sub-tier suppliers because they provide the metal that
goes into electronic components. Similarly, in the financial services sector, some computer hardware manufacturers are sub-tier suppliers because they provide the
servers that other information technology companies
use to operate data centres.
Many companies struggle with whether and how to
include sub-tier suppliers in the scope of their supply
chain programme because of the lack of direct interaction and perceived lack of influence.
However, many companies and industries have
found that sub-tier suppliers have the most significant
challenges in addressing sustainability issues. It is
strongly recommend that companies be aware of where
sustainability challenges are likely to arise by mapping
their entire supply chain. Their managers can then evaluate the importance of the issue to the business and its
potential impact on society to determine if or how to include it in the scope of a company’s supply chain sustainability programme.
To understand the appropriate scope for managing
sustainability in the supply chain of a company, one
must first define what a company’s supply chain is. A
supply chain map helps to trace the key activities of organizations and people involved in bringing a product or
service from raw material to market. There are two main
steps to mapping risk in the supply chain [19, p. 8]:
1. Identifying risk events. Events, such as underpayment of wages at a factory in a company’s supply
chain, can create risk for the business. Internally- and
externally-driven events that may not only be against the
law but may also affect the achievement of company’s
sustainable supply chain and business objectives must
be identified. Risks can include business continuity, regulatory, reputational, market acceptance and customer
requirements risks. External stakeholders may also iden-
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tify other social, environmental, economic and governance risks which a company will have to evaluate for
their potential impact on the business.
2. Assessing the likelihood and severity of risk
events. Risk events should be analysed to understand
their likelihood and potential impact. This will determine how they should be managed under a company’s
supply chain sustainability programme.
Many companies find it helpful to plot each risk
event on a grid, where the two axes are “likelihood of
occurrence” and “severity of consequences”. It is also
possible to include additional dimensions and inputs to

create the risk ranking. For example, stakeholder perception of risks may be different, and a company may
want to take this perspective into account as well in setting priorities for action. Finally, in order to use this
analysis to effectively segment a company’s supply
chain, it is needed to translate risks to types of suppliers.
The Figure bellow shows the tools that are used by
companies across a wide range of industries to engage
with suppliers on supply chain sustainability. Each has
specific purposes, and it is important to have a strategic
process to determine which supplier engagement tools
to use and to what extent.

Figure. Tools for engaging with suppliers on sustainability
Source: [20, p.13].

Supply chain sustainability is an evolving vision,
which means that it is critical to have an approach that
defines and incentivizes continuous improvement. This
approach should include both remediation of instances
of non-compliance as well as investment in suppliers’
management capabilities.
Remediation can include a number of activities:
• Working with suppliers to create a corrective action plan for achieving compliance in a clearly defined
and reasonable time frame.
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• Encouraging improvements through regular communications with non-compliant suppliers.
• Defining a roadmap for gradually increasing
standards and expectations.
• Terminating supplier relationships when serious
shortcomings on “zero-tolerance” issues are not remedied in spite of repeated notifications. Companies
should identify zero-tolerance issues and explain their
selection and consequences to suppliers in advance.
Companies should also explain in advance the process
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for remediation and at what point continued noncompliance may result in termination.
It is important that remediation requirements are
communicated very clearly to suppliers, and that there
are established timelines and consequences for not
meeting them or continuing poor performance. Remediation efforts are most successful in combination with efforts to build suppliers’ management capabilities. Capability building includes a variety of efforts, from training
for supplier personnel to establishing worker hotlines
and resource networks. For example, through a combination of practical workshops, training and in-factory
consultations, the International Labour Organization’s
(ILO) Factory Improvement Programme (FIP) helps
factories increase competitiveness, improve working
conditions, and strengthen collaboration and communications between managers and workers [20, p. 19].
Companies sometimes find that they have significant risk in the suppliers who are one or more links away
in the supply chain. For example, food and agricultural
companies have faced significant challenges recently
with child labour on farms, which they rarely buy from
directly. The electronics industry is struggling with mining in conflict zones for the minerals that go into their
products.
Engaging with sub-tier suppliers has additional
complications beyond those described above, including
lack of transparency in the supply chain and lack of
company leverage.
To overcome these obstacles, companies are pursuing a number of strategies including:
• Participation in industry collaborations. By collaborating with other companies, you can pool your leverage to increase your voice to sub-tier suppliers. You
can also share the costs and resources required to engage
with these suppliers
• Engagement in public policy. Many companies
also overcome their lack of leverage by seeking legal
and regulatory redress of sustainability issues.
• Supply chain optimization. Individual companies
can also take steps to shorten their supply chains by
grouping smaller suppliers into cooperatives and reducing intermediaries. This can also increase the revenue
that small suppliers earn.
Ukrainian companies, especially large ones, should
encourage their suppliers to elaborate their own sustainability strategy. One way is to encourage them to join
and participate actively in the Global Compact and Local Networks around the world. Joining the Global
Compact is a sign that the supplier is taking sustainability issues seriously and trying to become a competitive
player on global markets.
Conclusions. Introduction of methods and tools inherent in the modern approach to the organization of
sustainable (responsible) supply chain management, in
the management practice of Ukrainian enterprises is a
necessary, but long-term and thorough process. Firstly,

it is required to implement a number of institutional
changes that can create motives and intensify the promotion of domestic companies to the formation of sustainable supply chains in markets where Ukrainian enterprises traditionally occupy certain positions and new
ones that they seek to advance. These changes should
result in at least the following:
- adoption of real industrial policy measures that
create incentives for enterprises to adopt a strategy and
operational programmes or plans to ensure the sustainability of their supply chains. For example, it would be
useful to establish as one of the key precondition of tenders for applicants for public procurement a requirement
to have such strategies and programs and to provide
open information on their implementation;
- to elaborate and publish on the Internet an infokit with description of modern methodology and practical tools applied in sustainable supply chain management, as well as case studies with the best practice;
- to arrange appropriate trainings for specialists of
enterprises dealing with issues of supply chain sustainability and corporate social responsibility (in cooperation
with the National Chamber of Commerce and its regional branches);
- to introduce in the universities curricula the
course “Sustainability and supply chains management”;
- to deploy in mass media the propaganda of the
principles of The Global Compact, with the clarification
of the importance of joining domestic enterprises to this
agreement and implementing a socially and environmentally responsible business strategy.
Finally, it is crucial (not only for sustainability of
supply chains) that the reforms aimed at combating corruption, which announced by the government, give real
and exhaustive results. Otherwise, effective sustainable
supply chain management for Ukrainian enterprises will
remain only exotic.
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Кітріш К. Ю. Роль стійкості ланцюгів постачання в зміцненні конкурентоспроможності бізнесу
Менеджери підприємств, а також їх інвестори
та інші зацікавлені сторони все більше стурбовані
потенційними ризиками, що пов'язані з діяльністю
компанії в межах її ланцюгів постачань. У сучасній
мережевій економіці, процес укладання контрактів,
а також заходи щодо забезпечення стійкості відносин з постачальниками формують необхідний сильний зв'язок, який забезпечує цілісність всіх ланок в
ланцюжку створення вартості. Зусилля, спрямовані
на введення сучасної системи управління ланцюгами постачань в діловій практиці мають важливе
значення, особливо для промислових підприємств
країн з ринковою економікою, що розвивається, через слабкі інституційні основи для ведення бізнесу.
Для багатьох українських підприємств гострота
цього питання значно зростає в сучасних умовах,
коли вони вимушені переорієнтовуватися на нові
ринки сировини і збуту своєї продукції. Дана стаття
є спробою узагальнити сучасні підходи до управління ланцюгами постачань, які забезпечують стійкість бізнесу і тим самим зміцнюють конкурентоспроможність підприємства, а також визначити способи, як сприяти реалізації цих підходів в управлінській практиці українських підприємств.
Ключові слова: ланцюги постачань, управління,
стійкість, Глобальний договір ООН, соціальна та
екологічна відповідальність, конкурентоспроможність.
Китриш Е. Ю. Роль устойчивости цепей поставок в укреплении конкурентоспособности
бизнеса.
Менеджеры предприятий, а также их инвесторы и другие заинтересованные стороны все
больше обеспокоены потенциальными рисками,
связанными с деятельностью компании в пределах
ее цепей поставок. В современной сетевой экономике, процесс заключения контрактов, а также меры
по обеспечению устойчивости отношений с поставщиками формируют необходимую сильную связь,
которая обеспечивает целостность всех звеньев в цепочке создания стоимости. Усилия, направленные
на введение современной системы управления цепочками поставок, в деловой практике имеют важное значение, особенно для промышленных пред-
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приятий стран с развивающейся рыночной экономикой из-за слабых институциональных основ для ведения бизнеса. Для многих украинских предприятий, острота этого вопроса значительно возрастает в
современных условиях, когда они вынуждены переориентироваться на новые рынки сырья и сбыта
продукции. Данная статья является попыткой обобщить современные подходы к управлению цепями
поставок, которые обеспечивают устойчивость бизнеса и тем самым укрепляют конкурентоспособность предприятия, а также определить способы, как
способствовать реализации этих подходов в управленческой практике украинских предприятий.
Ключевые слова: цепи поставок, управление,
устойчивость, Глобальный договор ООН, социальная и экологическая ответственность, конкурентоспособность.
Kitrish E. The role of supply chain sustainability in strengthening the business competitiveness
Management of enterprises as well as their investors and other stakeholders are increasingly concerned
about the potential risks posed to a company by the activities within its supply chain. In a modern networked

economy, the contracting process, and measures to ensure the sustainability of relations with suppliers form
the necessary strong coupling, which ensures the integrity of all links in the value chain. The efforts aimed on
introducing modern system of supply chains management in business practice are important especially for
industrial enterprises of countries with developing market economics due to weak institutional framework for
doing business. For many Ukrainian enterprises, acuteness of this issue is increasing significantly in the current conditions when they are pushed to reorient at new
markets of raw materials and sales of their products. Attempt to generalize modern approaches to management
of supply chains, which ensure the sustainability of a
business and thus strengthen its competitiveness, and to
identify ways how to facilitate the implementation of
these approaches in the management practices of
Ukrainian enterprises is made in the paper.
Keywords: supply chainі, management, sustainability, UN Global Compact, social and environmental
responsibility, competitiveness.
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COORDINATED PLANNING OF THE PRODUCTION PROGRAM
OF ENTERPRISES BUSINESS NETWORK
Formulation of the problem. The operation of enterprise networks is characterized by the complexity of
enterprises interactions within the network. The main
means of reconciling the interests of the owners of enterprises, goals and strategies of enterprise network
members are planning procedures. By means of coordinated planning of production activities it should be possible to study the integration of options, to determine the
structure of sales and purchases, the expected results of
operations, as well as proposals for the network partners.
Analysis of recent publications. A large number
of scientific works of domestic and foreign scientists
V. Leontiev [6], K. Bagrinovsky [1], A. Borodin [2],
A. Petrenko [10], I. Lyashenko, N. Klimenyuk and others [8], dedicated to modeling production and marketing
management systems and processes. However, in most
studies, there are no ready-made models of coordinated
production planning within the framework of network
structures in industry, which dictates the need for such
modeling.
The purpose of the article. The aim of the article
is to develop a model of production activities coordinated planning of the business network.
Statement of the base material. Interaction of enterprises business networks is due to mutually beneficial
cooperation, which, however, leads to a certain mutual
obligations. In each case the list of possible advantages
and disadvantages of the enterprise in terms of enterprise network may be different, which is determined by
the specificity of a particular network. However, we can
identify a number of the most characteristic features of
enterprise networks that need to be considered when
planning the production activities of the enterprises included in it.
1. For companies that can sell their products to
other enterprises within the network, you can distinguish the following advantages:
1.1) the guaranteed purchase price for the company's products;
1.2) the guaranteed amount of demand for the company's products, known in advance;
1.3) a priority in choosing the company as a supplier with an increase in demand for its products from
other business networks.
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At the same time the company, selling its products
within the network, has also negative aspects of such interaction:
1.a) The obligation to sell products within the network at an agreed price in advance, when there is a possibility of its selling at higher prices outside the network;
1.b) inability to meet editorialized external demand
at higher prices due to capacity utilization in service-net
orders.
2. For enterprises that buy products (raw materials,
components, semi-finished products) one can distinguish the following advantages in the network:
2.1) the guaranteed purchase price for the acquired
products;
2.2) guarantees of obtaining necessary volumes of
products by the fixed date.
At the same time the company, acquiring products
within the network, has also negative aspects of such interaction:
2.a) the obligation to purchase the products in the
network at an agreed price in advance, when there is a
possibility of purchasing them at lower prices outside
the network;
2.b) the need to purchase specified volumes of
products in the absence (disappearance) of the need for
it (for example, unforeseen drop in demand for this company`s products).
Taking into account a greater or lesser degree of
the above mentioned conditions, let us consider the peculiarities of planning production activities of business
networks in a variety of market conditions.
Let us assume:
Qi0,x – The volume of production of the i- enterprise
network (i = 1, …, n) for the planning period to meet external demands; i.e. the production of the form х
(x = 1, …, X) in an amount which is sold outside the
network;
Qil, x – The volume of production of the i- enterprise
network (i = 1, …, n) for the planning period to meet the
internal order of the enterprise l (l = 1, …, n; l ≠ i); i.e
.the production of the form x to the extent necessary for
the enterprise network l;
Qi, x – The total production volume of the i- enterprise network of type product x;

137

O. Khadzhynova
Qimax
, x – The maximum possible output of the i- en-

terprise network of type product x (production capacity);
yi, x – The volume of the external demand for x
products of company I In general it is assumed that the
demand for the same x products to the enterprise i and
for any other company, which can also produce products
x, – is not the same. This is due to the fact that the formation of the demand for the company's products affect
its image, reputation, marketing activities, etc., and not
only the consumer properties of the goods.
At the first stage of formalization of the coordinated tasks of planning, we assume that the negative aspects of cooperation between enterprises in the network
1.a), 1.b), 2.a) and 2.b) are absent, that is, if possible, the
company will buy products within the network; product
demand has arisen within the network will be met regardless of the tactical changes in the market. Let us
consider the simplest case, which, however, is the most
common in view of the general market situation of overproduction of goods – when yi, x < Qimax
, x for all i and x,
when all the network companies are able to meet and
satisfy all the external demand for their products.

Q

l
i, x

. Let us assume

l =1
l ≠i

n

n

l =1
l ≠i

l =0
l ≠i

Yi , x = yi , x +  Qil, x =  Qil, x , – the amount of the final
product for the company i of the form x, which it must
produce. Then Yi – column vector of elements Yi , x ,
x = 1, …, X. By analogy (1) according to the formula
(2) –we will get the production program for the gross
output of the enterprise i:
Qi = (E – A)–1Yi,

(2)

where Qi – the desired column vector of gross output of
the enterprise i, which elements Qi, x are the sum of:
n

Qi , x = Yi , x + Qii, x =  Qil, x , x = 1, …, X.
l =0

n

i =1

will show «net im(1) the value of Ix = Qx −  Qimax
,x

foreign demand for the products of x can be fully satisfied with the use of production capacity of enterprise
networks; wherein each of the enterprise network is able
to meet fully its own demand. To plan the volume of
production it is advisable to use the balance matrix models, like Leontiev model [1, 4, 6]. Let us assume: Y - column vector of final demand for products consisting of
elements, Yx , x = 1, …, X. We can also assume:
A=(axj)X×X – technological matrix consisting of elements
axj, which indicate how many units of x type must be
expended to produce one unit of output j.
To determine how many products with regard to
intermediate product must be produced by the network
enterprises, use Leontiev model [6]:
(1)

where Q – the desired column vector of gross output, the
elements Q x of which are, in fact, the sum:
n

n

but also by domestic demand

The following should be noted. Obviously, not all
kinds of products can be made using only the network
resources and the production plants. Then for the model

Then, obviously, the total volume Yx =  yi, x of

Q = (E – A)–1Y,

Local production program of the i individual enterprise will be determined not only by external demand,

n

Qx =  Qil, x , x = 1, …, X.
l = 0 i =1

The problem of the composition of values Q x , and
namely of the importance of values, Qil, x , l = 1, …, n, is
not considered. We assume that the company l, deciding
what firm i can be ordered the required amount of x
products uses certain individual criteria (own or network-wide). As for determining the value Qi0,x , , as noted
above, it is determined by the demand for this type of
product in the enterprise Qi0,x = yi, x .

n

i =1

ports» – the number of the type of product x, which must
be purchased outside the network. It is advisable to
make purchasing decisions of the scope of the «import»
in a centralized form, leading to savings in transaction
costs and resulting in savings due to volume purchases.
Then «import» is distributed for businesses in accordance with their production program.
Similarly, the value of Ii,x = Qi , x − Qimax
define
,x
«import enterprise» i, that is, the volume of the type of
product x, which is to be bought from other businesses
(inside or outside the network).
Note that in a reverse situation , when Qi , x < Qimax
,x ,
we will have a reserve capacity of the i – enterprise on
output x (denoted ri,x), that is – the volume of production
x, that the company would make additionally to its current production program Qi, x , i.f. ri , x = Qimax
, x − Qi , x . Accordingly, it is possible to define the fulfillment of business network for the production of this type of product

rx ,that is the amount of product x, which

the enterprises network might produce further in addition to the
n

totality of the production program rx =  Qimax
, x − Qx . It
i =1

should also be noted that while local production programs (pattern 2) are not matched and an intermediate
product required for the production network program
(pattern 1) is not distributed over the internal orders and
is not included in the production program of the local
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n

n

i =1

i =1

companies, then rx <  ri , x . The equality rx =  ri , x is
performed only when the entire intermediate product is
included in the local production programs of enterprises
and their total is equal to the intermediate product:
n

Qx – Yx =

n

Q

l
i, x

.

i =1 l =1

Note also that in the models (1) and (2) it was assumed that the technological matrix of the network and
individual businesses are the same. In practice, this may
not be entirely true, because the processes for the production of the same type of product in different plants
may differ slightly (but not to a large extent). However,
if it is, models (2) can use the local processing matrix
of the companies, denoted, Ai = ( axji ) X × X , i = 1, …, n.
Then network matrix of technological coefficients can
be obtained as the arithmetic mean of local coefficients,
weighted by the volume of production capacity of each
of the companies for each type of product,

Qimax
,x .

Thus, if Ai ≠ Al for each of i, l = 1, …, n, then the processing network elements matrix A= ( axj )X×X are calculated as follows:
N

axj =

Q

max i
i, x
xj

i =1
N

a

 Qimax
,x

для всех x, j = 1, …, X.

i =1

To ensure the consistency of planning, enterprise i,
calculating the necessary amounts required for the implementation of its program of industrial supplies Ii,x,,
must make a decision about their provision at the expense of formation of domestic orders Qli, x (within the
enterprise network) or by means of purchases outside
the network. To do this, it has to know:
a) models obtained as a result of the use (1) having
unutilized manufacturing capabilities for the production
n

of the product network rx =

Q

max
i, x

− Qx ; or the same

i =1

amount of the desired «import network» of this product
n

Ix = Qx −  Qimax
,x ;
i =1

b) models obtained as a result of the use (2) having
unutilized manufacturing capabilities for the production
of the products of each company network
ri,x = Qimax
, x − Qi , x , which you can use to make an internal
order Qli, x ; or the same volume of external purchases of
this product by each of the companies Ii,x = Qi , x − Qimax
,x ;
c) the stocks of this type of product in each of the
business enterprise network,being ready to sell it zi,x;
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d) composite supplies of these products at all
n

businesses of entrepreneurial networks zx =

z

i, x

.

i =1

Knowledge of items a) and d) is necessary for an
overall assessment of the number of products that businesses which need it, will not be able to purchase within
the network and will be forced to «import», to acquire
abroad. In this case, an enterprise in need of these products, is interested as soon as possible to apply for the
production of these products within the network, unless
it is not done by other network companies. Knowledge
of items b) and c) is necessary to estimate the number of
products of this type, which can save the company and
is used for making a decision on direct legal ordering of
these items of a particular company. It is obvious that
after the placement of orders, model 2 must be recalculated and paragraphs b) to d) must be specified.
The proposed basic algorithm of the coordinated
production plans of enterprises network is valid, as
stated above, on a limited deterministic external demand, which allows the company to have sufficient reserves for production and internal orders from the enterprise network. The situation becomes more complicated
when an external enterprise demand approaches or exceeds the production capabilities of the enterprise and is
non-deterministic. Then in the presence of the guaranteed volume of orders within the network, the company
is facing a choice: to meet external orders or to provide,
at least in some degree, the satisfaction of the internal.
Obviously, at the determined external demand with
excess production capacity of the enterprise, the enterprise strategy is unambiguous: it is necessary to carry
out those orders, which rate of profitability is higher.
Such orders are obviously external orders.
In case of accidental external demand, which may
exceed the available capacities of the enterprise, the
company is faced with such difficulties in choosing its
strategy [4, 5, 9, 10]:
a) in case of excessive load of its production capacity with marginally guaranteed volumes of production
for domestic orders - the company risks a loss in the
form of lost profits and image losses from external customers as unreliable producer; because of impossibility
to meet external, more profitable orders.
b) Conversely, in case of conservation of reserve
capacity left to serve highly profitable external orders
and non-deployment of the guaranteed domestic onesthe company is at risk of losing profits from the underutilization of their capacities in the absence of external orders, as well as insure image losses in the network,
which can negatively affect the volumes of guaranteed
domestic orders in future periods.
Let us consider the features of production planning
enterprise network in a situation with indeterminate external demand. Let yiξ, x – random variable demand,
which is characterized by the following parameters:
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yiξ, x – the mathematical expectation of the demand in the

n

l
ri , x = Qimax
, x − yi , x −  Qi , x .

planning period σi2,x – its dispersion. The distribution of
this magnitude is usually not known. In some cases (in
mass or volume production), it can be considered normally distributed; for single or small batch production –
it is rather a uniformly distributed quantity. However,
data distribution evaluation parameters can be performed on the basis of past demand periods by averaging. If the expectation of demand fluctuates from period
to period it is advisable to check the tendency to its increase (or decrease), and then to predict the expectation
for trend models or moving average. If there is no clear
trend yiξ, x , variation in demand can be reduced if you
choose from it the deterministic part, well-known at the
beginning of the plan period. Let us examine this case in
detail.
Thus a situation often takes place when at the beginning of the period the production program is based
on actually made orders, or orders, the occurrence of
which can be accurately predicted (because of their recurrence, the presence of arrangements, etc.). In this
case, out of the total demand, observed in the previous
period we can deduct the part, which was known in advance, estimating purely random component of demand
ξi , x : ξi , x = yiξ, x – yi, x , where – yi, x the deterministic
part of the demand. And it is for such random component that we can evaluate ξi , x and σi2,x . Then the production program of previous local business periods i can be
represented as the sum:

l =1

Obviously, one can increase the amount of reserves
only at the expense of less profitable domestic orders
Qil, x . Conversely, increasing the portfolio of orders due
to domestic guaranteed orders, the company reduces the
maneuvering corridors when random demand occurs
ξi , x .
When ξi , x ≥ ri,x reserves become physical volumes
of output qiξ, x = ri,x, and provide a high profitability of
sales. At the same time there is a loss of revenue from
the fact that it would be better to implement external orders, if there were more reserves. When ξi , x < ri,x only
part of reserves will become a volume product
qiξ, x = ξi , x . The rest of reserves ri,x – ξi , x will bear the
losses associated with downtime and underutilization of
capacities (si,x), as well as the loss of profits from the
possibility of the unused internal orders.
Let us assume that pi0,x – selling price per unit of
output x to the i- enterprise. We assume a market to have
developed and prices to be stable , so the price for simplicity will be considered to be the same for all network
enterprises, and then it can be described without unnecessary index: px0 . Thus different enterprise networks
can have different cost Ci,x of production units x, and rep0 − Ci , x
from
spectively different profitability Ri0, x = i , x
Ci , x
the sale of one unit. Then, obviously, the profit received

n

Qi , x = yi , x +  Qil, x + qiξ, x , ∀x.

(3)

l =1

from the sale of one unit of output

In expression (3) qiξ, x denotes the value of the por-

ent and will be connected with the selling price, cost and
profitability ratios: Pri0,x = pi0, x − Ci , x = Ri0,x Ci, x =

tion ξi , x , of the random order, which is included in the
production program to meet the demand of the random
component. Here, obviously, we have the condition
ξi , x ≥ qiξ, x . Since the beginning of the plan period, the

Ri0, x px0

.
Ri0, x + 1
The price for the same product, if it is sold within
the network is considered as the amount of px. Then, respectively, and profit and profitability from the sale of
product unit x within the network is denoted: Pri , x and

quantity ξi , x is not known, respectively, the amount qiξ, x
must be included in the production program not directly,
but in the form of reserve production capacity for the
production of the form x.
Thus, carrying out the planning of the production
program in a random demand, the company must ensure
that there are reserves

Z = Pri0,x yi, x + Pri , x

n

Pri0,x ,will be differ-

Ri, x .
Then, the objective function for the i- enterprise related to the maximization of the profits from the production of the product type x, can be represented as follows:

Q

l
i, x

l =1
l ≠i

(

+ Pri0,x min (ξi , x ; ri , x ) –

)

– max ( Pri0,x − Pri , x ) (ξi , x − ri , x ) ; ( Pri , x + si , x )( ri , x − ξi , x ) .
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The first item of the objective function represents
the profit received from the sale of deterministic external orders, the second – from deterministic domestic
ones. The third item is a random amount of profit from
the sale of additional random orders at the expense of
the use of available reserves of production capacities.
The latter item refers to the random variable fine; if demand exceeds the given reserves, it is defined as the
profit difference gained by the sale of foreign orders in
comparison with domestic ones; if a random demand is
less than reserves, the penalty is a loss of unplaced internal orders and idle production capacity.
For a complete description of the optimization
problem let us formulate the restrictions:
1) in a limited volume production capacities:
n

yi , x +  Qil, x + ri , x = Qimax
,x ;

(5)

l =1

2) classical restrictions on the sign of the variable:

ri , x ≥ 0 .
(6)
Thus a stochastic optimization problem (4) - (6) is
given, which can be solved by classical direct methods,
such as stochastic kvazigradientov method [2, 10], and
can maximize the profitability of the local enterprise
business network of the production program in the nonstationary demand.
This basic form of the problem can be upgraded
with additional conditions and parameters:
a) as a restriction, you can use the required minimum internal orders, which the company network must
perform;
b) as a restriction terms on the total maximum
amounts of several different types of products that use
the same production capacity can be imposed (it is considered that each type of product produced does not affect the volume of production of other types of products);
c) restrictions on the available volumes of some resources can be imposed (it is believed that all resources,
raw materials, are available and can be purchased - or
otherwise it should be reflected in the value of the maximum capacity);
d) as an objective function one can include penalties for non-deployment of domestic orders in the production program of the enterprise, if any, and the enterprise has obligations to fulfill prior domestic orders;
e) parameters Pri0,x and Pri , x for random orders
may be different from the deterministic orders, as the
need for unplanned deliveries of raw materials can be
reflected in their cost, which may be higher due to the
higher purchase prices.
These and any other similar adjustments of the
problem formulation are not difficult to formalize and
include into the base setting (4) - (6). Such adjustments
provide the flexibility of using the proposed model, taking into account the specificity of different operation
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conditions of the various business networks, but they do
not require a change in the method of solving the problem and not really reflected in the increasing complexity
of its decision.
In addition to the local optimization of production
programs of enterprises business network the coordinated production planning task also involves ensuring
the efficiency of the entire network. Current local optima plans do not provide such solutions, as the plans of
some enterprises, focused on the maximization of local
profits may prevent the efficient functioning of the other
companies network, and even engage them in direct
competition. The question arises, what is considered a
criterion for the efficiency of the enterprise network as
a whole. The following options can be proposed, indicating positive and negative aspects of these criteria.
1. Maximizing the total profit enterprise networks.
Positive aspects: simplicity and clarity for any
economist or potential investor.
Negative aspects: the possibility of uneven distribution of profits between enterprises is not taken into
account: some may have excess profits, and others may
be unprofitable and do not ensure even simple reproduction. The high rate of profitability of some enterprises
may be due to low profitability of enterprises-contractors, by means of which profitable leaders «parasitize».
As enterprise networks do not belong to the owner, such
as holding companies, investment redistribution of profits from one company to another is not possible, the use
of such criteria could lead to instability and frailty of the
system.
2. Ensuring the viability of the network companies.
Characteristics of the system determines the viability of
its ability to be in homeostasis and save its parameters
for a long time under the influence of negative environmental factors [7, 25].
Positive aspects of this criterion is that it semantically describes the mission of creating a global business
network – the survival and development of all of its
member companies.
The negative aspect is that it is difficult to formalize. You can suggest a few options, which to some extent reflect the aspects of vitality, but in all, there are
significant disadvantages:
- the percentage of break-even enterprise users: it
is uninformative, it does not consider the degree of
break-even, it does not consider the importance and significance of various enterprises for the network; it may
be difficult to correlate with the maximization of the total profit;
- the average rate of return on net sales of enterprises: it does not take into account the importance of
different companies and products for the network; it
does not take into account the specificity of the products
(custom-made products due to the unstable demand
should have greater profitability than the mass products
relatively to the deterministic consumer goods); it does
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not take into account the contribution of a product (even
low-profit) in the capacity utilization of enterprises;
- the average capacity utilization of network enterprises (percentage):it does not take into account the significance of various enterprises for the network; It may
be difficult to correlate with the maximization of the total profit;
- the average level of investment activity of the enterprise network (e.g., the ratio of own investments in
production volumes) does not consider the significance
of various enterprises for the network; It does not take
into account a relatively prosperous businesses that,
however, don't carry out the investment activity.
- the average increase in production of enterprises
networks: it does not take into account the significance
of various enterprises for the network; It may be difficult
to correlate with the maximization of the total profit; it
will be uninformative when the productive capacity is
utilized to the full.
The list goes on and on, offering other averages,
however, other criteria will either reflect the concept of
viability to a lesser extent, or will be more difficult to
estimate, or even less will be consistent with the economic criteria of profit maximization.
1. Maximizing the synergy effects from the joint
venture of enterprise network.
Positive aspect of this criterion is that it perfectly
describes the practical goal of creating a business network - getting effects from joint ventures that are impossible for businesses operating completely independently.
Negative aspect is that it is also poorly amenable to
formalization, as well as to ensuring the viability; and
the effects obtained are difficult to reconcile with the financial performance in a simple manner. There are several possible options:
- Increase in the average rhythm of production
(downtime and overtime reduction) does not take into
account the significance of various enterprises for the
network;;it poorly correlates with the maximization of
the total profit from the sale of products;
- Improving of warranty performance of orders in
time, providing the necessary resources (such as the average percentage of overdue orders): formal mathematical linking of empirical indicator with the parameters of
production planning is difficult; it poorly correlates with
the maximization of the total profit.
Of all above mentioned criteria there are two criteria, the shortcomings of which can to some extent be ignored when using the proposed model in this section of
modeling complex to ensure coherent planning. This is
the average capacity utilization of enterprise network
and the average increase in production of enterprises
networks. Both of these criteria are to some extent related to each other, so we can choose any of them. Both
of them have two drawbacks: the importance of businesses to the network and connection with the produc-

tion volume are not taken into account with a profit.
Nevertheless, let us focus on the examination of the first
of them: the average capacity utilization - because it is
much more concerned with the development of agreed
plans and can be easily integrated into the model proposed above. In its present formalized form it can be
shown as follows:
max W =

1 n 1

n i =1 X i

Xi

Qi , x

Q
x =1

max
i,x

=

1 n 1

n i =1 X i

Xi

Qi,xmax − ri , x

x =1

Qimax
,x



,
where Xi – the number of products types produced by
the i-enterprise.
Thus, enterprise network, as a system, is interested
in ensuring its viability and stability of all enterprises
network. The criterion of the viability percentage is considered to be the average utilization of production capacity. Disadvantages of this criterion can be ignored,
because they are eliminated by the implementation of a
model of the complex as a whole. Let us consider and
refute the following points:
1. One can increase capacity utilization working at
a loss, selling products below cost. So, it has nothing to
do with ensuring the profitability of enterprises.
The system, maximizing the target criterion, only
sets some parameters of its operation. For example, the
domestic price of the products. Production program is
developed by local businesses, taking into account these
parameters, but following its criteria - maximizing profits. If the domestic price is below cost, or the company
is profitable to produce fewer products, but at a higher
price, focusing on the external customer and maintaining reserves for increasing production in case of surge
in external demand - then it will not plan to release this
product at a loss. Production capacity will not be utilized
and the system, again maximizing its target criteria, will
be forced to raise domestic prices. After a number of iterations an equilibrium point, if it exists, will be
reached. At this point it will be profitable for enterprises-producers to include domestic orders in its production program, and for enterprises-consumers it will
still be profitable to order within the network. The system target criterion - maximization of capacity utilization-will be reached.
2. The fact that the calculation does not take into
account the importance and significance of various enterprises for the network makes the target criterion, calculated as a simple average, senseless. Different scales
of production indicate that utilization of one company
for the network may be more important than perhaps for
a dozen others, as it can provide jobs and survival of
other network companies.
If a large enterprise provides internal orders to a
number of other enterprise networks, then the growth of
production capacities of the enterprise will be automatically reflected in the startup of companies-contractors.
Then the system target criterion will strongly be correlated with the downloading of an enterprise leader. And
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therefore there is no need to apply any special coefficients – in fact, the significant factor will automatically
become the number of enterprises the operation of
which depends on this leader. If this is not the case, and
the activity of a large enterprise network does not affect
the operation, and the rest of enterprises network, for example, suffer losses, then, obviously, the download of
such a large enterprise can not strongly affect the viability of the network, and substantial increase in the system
criterion would not happen; it would inevitably be observed if there are significant factors.
Again, regulating prices on domestic orders and
maximizing its target criterion the system can achieve a
reduction of internal prices for certain products, which a
large company before buying them from external suppliers, will start to order within the network. Thus, there
can be attained an equilibrium point at which enterprises-consumers will make profitable domestic orders
instead of external supplies, and enterprises-producers
will still be profitably guaranteed to sell products on domestic prices than rely on risky external demand. The
system target criterion will be reached maximizing the
average capacity utilization of the network companies.
Thus, three problems are solved consistently and
iteratively:
1) basic coordinated production planning providing that demand is known;
2) optimal planning, taking into account casual external demand, the results of which are deterministic input parameters for the first task;
3) optimization of the system viability criterion of
business enterprises network by controlling domestic
product prices, the results of which are input parameters
to the second problem.
Conclusions. Thus, the proposed scientific and
methodical planning of the coordinated production of
enterprises business network was proposed. It is a complex of economic and mathematical models:
1) based on Leontiev input-output balance model,
models determining coherent production program, taking into account the intermediate products in terms of
deterministic external demand;
2) models of stochastic optimization, allowing to
determine the optimum (in terms of local network profit
of production facilities) distribution plan of production
capacity of domestic and foreign orders;
3) optimization model of domestic prices for the
products of enterprise networks, solved by heuristic
methods and allowing enterprises to increase the viability of the network by maximizing its production capacity utilization.
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Хаджинова О. В. Узгоджене планування виробничих програм підприємств підприємницької
мережі
У статті розглянуто моделі планування виробничої діяльності підприємств підприємницької мережі і методологія побудови системи узгодженого
планування. Використання моделі узгодженого планування виробничої діяльності дозволяє послідовно
й ітеративно вирішувати такі завдання: базове узгоджене планування випуску продукції в умовах, коли
попит відомий; оптимальне планування, що враховує випадковість зовнішнього попиту, результати
якого є вхідними детермінованими параметрами для
завдання першого; оптимізація системного критерію життєздатності підприємств підприємницької
мережі шляхом регулювання внутрішніх цін на продукцію, результати якого є вхідними параметрами
для завдання другого.
Автором запропоновано науково-методичний
підхід до узгодженого планування виробництва підприємств підприємницької мережі, який являє собою комплекс економіко-математичних моделей.
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Ключові слова: підприємницькі мережі, виробничі програми, завантаження виробничих потужностей, попит, пропозиція, узгоджене планування, моделювання.

Ключевые слова: предпринимательские сети,
производственные программы, загрузка производственных мощностей, спрос, предложение, согласованное планирование, моделирование.

Хаджинова Е. В. Согласованное планирование производственных программ предприятий
предпринимательской сети
В статье рассмотрены модели планирования
производственной деятельности предприятий предпринимательской сети и методология построения
системы согласованного планирования. Использование модели согласованного планирования производственной деятельности позволяет последовательно и итеративно решать следующие задачи: базовое согласованное планирование выпуска продукции в условиях, когда спрос известен; оптимальное
планирование, учитывающее случайность внешнего
спроса, результаты которого являются входными
детерминированными параметрами для задачи первой; оптимизация системного критерия жизнеспособности предприятий предпринимательской сети
путем регулирования внутренних цен на продукцию, результаты которого являются входными параметрами для задачи второй.
Автором предложен научно-методический подход к согласованному планированию производства
предприятий предпринимательской сети, который
представляет собой комплекс экономико-математических моделей.

Khadzhynova О. Coordinated planning of the
production program of enterprises business network
The article deals with the model of production
planning activities of enterprises business network and
the methodology of constructing a coherent planning
system. Using the coordinated planning model of production activities allows to solve the following problems consistently and iteratively: basic coordinated production planning provided the demand is known; optimum planning, taking into account casual external demand, the results of which are deterministic input parameters for the first task; optimization of the system viability of enterprises business network by controlling
domestic product prices, the results of which are inputs
to the second problem.
The author suggests a scientific and methodical approach to the coordinated planning of production enterprises business network, which is a complex of economic and mathematical models.
Keywords: business networks, production programs, capacity utilization, demand, supply, coordinated planning, modeling.
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STATISTICAL ANALYSIS OF THE RELATIONSHIP OF THE ENTERPRISE
INDICATORS OF CAPITAL USE EFFICIENCY AND PROFITABILITY
Formulation of the problem. In a market economy the importance of financial resources increases dramatically. With their help the formation of the enterprise
optimal structure and increasing of the productive capacity, as well as the financing of current economic activity is carried out. From the fact what volume of capital has a business entity, how optimal is its structure,
how reasonable it is transformed into fixed and working
capital, the financial state depends on the company and
its financial performance. Therefore, the analysis of the
availability, sources of formation and capital allocation
is crucial.
Capital efficiency has a decisive impact on such
summarizing indicators of an enterprise work efficiency
as profit and profitability.
The faster the capital will make the turnover, the
more the company will receive and sell products with
the same amount of capital for a certain period of time.
Delay movement of funds at any stage leads to
slower capital turnover, requires additional investment
and can cause a significant deterioration in the company
financial condition.
Achieved by accelerating the turnover effect is primarily in increasing the output without additional attraction of financial resources. In addition, due to the acceleration of capital turnover is an increase in the amount
of profit, because the capital usually returns to the original form of money in increments.
Thus, it is necessary to strive not only to accelerate
the movement of capital at all stages of circulation, but
also to its maximum impact. Increase return on capital
is achieved by rational and economical use of all resources, preventing their overspending, losses at all
stages of the turnover. As a result, capital will return to
its original state to a greater amount, i.e. with a profit.
Analysis of recent publications. Theoretical questions of formation and use of capital were considered in
the works of numerous foreign and domestic scientists:
I.Balabanov [4], V.Belolipetskii [5], I.Blank [6], V. Kovalev [11], G. Savitskaya [12], V. Savchuk [13] and
other. However, there remains a number of open questions in the framework of the establishment of quantitative relationships of capital use indicators and effectiveness of certain economic activity entities.
The aim of the article is to develop proposals to
improve the efficiency of capital management and profitability of the enterprise by applying statistical analysis
techniques.
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Statement of the base material. By using statistical methods for studying dependencies it is advisable to
use the indicators of capital use intensity, i.e. capital
productivity indicators, calculated in terms of net revenue, in order to avoid the so-called phenomenon of multicollinearity [7, 8, 10].
To conduct the study using the statistical method it
is necessary to define, first of all, the composition of effective and factorial signs.
Efficient features are such ones as: the profitability
of the total investment, profitability of equity, the balance sheet profit to total assets, gross margins, sales
profitability (at the balance sheet profit and profit on realization). We will assume factor variable to be capital
productivity indicators, indicators of operating capital
technical condition, the duration of the financial cycle
and others.
Due to the presence of small numbers of observations, on the first stage of statistical research Spearman
rank correlation coefficient was applied for the preliminary establishing the connection tightness and direction
between the indices. An important feature of the Spearman coefficient is the ability to evaluate the relationship
between the variables, regardless of their distribution,
because all the variables are replaced by their ranks.
We will show the use of the Spearman coefficient
on the example of a pair of indices: the profitability of
the total investment (efficient sign) and the combined
coefficient of operating capital validity (factorial sign).
The values of these parameters and an auxiliary calculations to determine the coefficient of Spearman are presented in table 1.
Spearman coefficient is calculated as follows:

r = 1−

6 d 2
2

n(n − 1)

=1−

6⋅2
= 0,5
3 ⋅ (9 − 1)

For other indicators calculations are made in the
same way. Summary of the analysis results using the
Spearman rank correlation coefficient is given in table
2.
A low close connection is called a connection with
a coefficient equal to or less than 0.3. The values of the
coefficient of 0.4 to 0.7 are considered as an indicator of
moderate distress, and if the obtained value exceeds 0.7,
then one speaks of high distress communication.
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Table 1
Calculation of Spearman coefficient for the profitability of the total investment
and combined coefficient of operating capital validity
The profitability of the total Combined coefficient of
investment (Y)
operating capital validity
(X)
-0,0222
-0,0182
-0,2985
In total
Coefficient of Spearman

Ranks
Y
2
1
3

0,4237
0,9127
0,8661

Rank difference d

d2

1
0
-1

1
0
1
2
0,5

X
3
1
2

Table 2
Summary of the relationship’s analysis results of the capital use indicators
and profitability using Spearman coefficient
Factorial index

Efficient index
The profitability of the total investment; Profitability of equity capital; Balance profit on total
assets; The profitability of sales on the balance
sheet profit; The profitability of sales profit
from the sale
The value of the
The conclusion about the The value of
coefficient
distress and the direction of the coefficommunication
cient
Combined coefficient of operat0,5
direct communication, mod-0,5
ing capital validity
erate tightness
Accounts receivable turnover
-0,5
feedback, moderate tightness
-1
The financial cycle
-0,5
feedback, moderate tightness
-1
Turnover of working capital
-0,5
feedback, moderate tightness
-1
Turnover of fixed capital
-0,5
feedback, moderate tightness
-1
Capital productivity of fixed cap-1
feedback, high tightness
-0,5
ital
Capital productivity of all assets
-0,5
feedback, moderate tightness
-1
Capital productivity of material
-0,5
feedback, moderate tightness
-1
circulating assets
Capital productivity of cash and
-0,5
feedback, moderate tightness
-1
payments
Capital productivity of net work-0,5
feedback, moderate tightness
-1
ing capital
Coefficient of autonomy
0,5
direct communication, mod1
erate tightness
Accounts payable turnover
0,5
direct communication, mod1
erate tightness
Equity multiplier
-0,5
feedback, moderate tightness
-1

Thus, when using the non-parametric Spearman
coefficient of rank correlation, it was found that all indicators, except for gross margin, have a predominantly
moderate tightness and reverse direction with the factor
variable. In the analysis of the gross margin and factorial
signs relationship mainly feedback with high tightness
was installed.
Since the power of parametric correlation coefficient exceeds the capacity of Spearman's rank correlation coefficient, we can apply the methods of correlation – regression analysis, which will allow not only to
clarify the closeness and direction of connection, but
also to form equations and multiple regression, which
have practical importance.
To ensure representativeness of statistical sample,
efficient and factorial indicators were adopted in the
quarterly context.

Gross margin

The conclusion about the
distress and the direction of
communication
feedback, moderate tightness
feedback, high tightness
feedback, high tightness
feedback, high tightness
feedback, high tightness
feedback, moderate tightness
feedback, high tightness
feedback, high tightness
feedback, high tightness
feedback, high tightness
direct connection, high tightness
direct connection, high tightness
feedback, high tightness

Connection tightness between the studied traits
was determined by pair correlation coefficients. Checking the reliability of pair correlation coefficients was
performed by t-Student criterion with a confidence level
of 95%.
The coefficient matrix of pair correlation between
the studied traits is shown in table 3.
The table shows that the most significant statistical
relationship (correlation coefficient greater than 0.7)
was found between these indicators of profitability and
the use of capital:
- the profitability of total investment, the profitability of equity, the profitability of sales on the balance
sheet profit and the following factorial signs: the financial cycle, the turnover of non-negotiable capital, capital
productivity of net working capital, equity ratio and equity multiplier;
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Table 3
Matrix of pair correlation coefficients
Indicators

Combined coefficient of operating capital validity
Accounts receivable turnover
The financial cycle
Turnover of working capital
Turnover of fixed capital
Capital productivity of fixed
capital
Capital productivity of all assets
Capital productivity of material
circulating assets
Capital productivity of cash and
payments
Capital productivity of net
working capital
Coefficient of autonomy
Accounts payable turnover
Equity multiplier

Profitability of total investment
-0,320

Profitability of
equity capital

-0,480
0,705
-0,520
-0,720
-0,490

-0,480
0,706
-0,520
-0,720
-0,490

-0,710
0,811
-0,700
-0,940
-0,670

-0,800
0,883
-0,760
-0,940
-0,590

-0,680
0,773
-0,680
-0,930
-0,680

-0,720
0,792
-0,700
-0,950
-0,710

-0,100
-0,510

-0,100
-0,510

-0,460
-0,680

-0,380
-0,750

-0,540
-0,670

-0,540
-0,690

-0,530

-0,530

-0,700

-0,760

-0,690

-0,710

-0,790

-0,790

-0,930

-0,940

-0,870

-0,900

0,924
0,626
-0,960

0,924
0,626
-0,960

0,892
0,748
-0,800

0,910
0,681
-0,900

0,774
0,741
-0,690

0,811
0,700
-0,740

Balance profit Gross mar- Profitability of
on total assets
gin
sales on balance sheet
profit
-0,380
-0,520
-0,350

-0,320

-- balance profit on total assets, and such factors
as: the turnover of accounts receivable and payable, financial cycle, the turnover of working and fixed capital,
capital productivity of cash payments and net working
capital, equity ratio and equity multiplier;
- gross margin and the following factors: the turnover of accounts receivable, financial cycle, the turnover
of working and fixed capital, capital productivity tangible current assets, cash and settlement, as well as the net
working capital, equity ratio and equity multiplier;
- the profitability of sales profit from the sale of
such factors as: the turnover of accounts receivable and
payable, financial cycle, the turnover of working and
fixed capital, return on assets of fixed capital, capital
productivity of cash payments and net working capital,
equity ratio and equity multiplier.
It should be noted that in most relationships there
is feedback (as evidenced by a minus sign in the coefficient of pair correlation). This is due to the fact that the
effectiveness of activities (i.e. profitability) indices is
negative, that is, in reality, it is unprofitable. Consequently, the reversed relationship between these negative results with the selected factor variable is logical.
At the same time, we note that in the analysis we have a
direct relationship of all efficient indicators with such
factors as, for example, the financial cycle. This is true,
as the factor itself also has a reverse direction, i.e. the
smaller it is, the better. Therefore, the use of correlation
- regression analysis is not "mechanical", and takes into
consideration the economic sense of the studied parameters.
Pair regression equations parameters as linear
functions (y = a + bx) between the indices of capital use
and enterprise profitability, having a value of pair correlation coefficients greater than 0.7, are listed in Table 4.
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Profitability of
sales profit from
sale
-0,360

Multifactorial regression models that allow us to establish a statistical relationship between one of the resulting
symptoms (rate of profitability) and a set of the capital
use indicators are also presented.
The coefficients corresponding to the factorial
traits characterize the partial effect of each capital use
indicator in enterprise profitability. In other words, the
coefficients of the variables show how many points will
the result be changed at one percent change of the factor.
The obtained regression equations are of practical
importance, since the knowledge of the quantitative relationship between the profitability and capital use indicators allow the industrial and financial managers
choose priority areas of financial management of the enterprise.
Conclusions. The study suggested the use of statistical analysis methods in order to establish the relationship between indicators of capital use efficiency and
profitability of industrial enterprises. The system of performance indicators, including factorial and productive
features is formed. The presence, tightness and direction of the connection among performance indicators
were revealed, as well as equations and multiple regression were formed. Using the considered technique will
provide extensive information base for the acceptance
and support of management decisions in the field of financial management.
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Table 4
Regression equations between indicators of profitability and capital use
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Черната Т. М. Статистичний аналіз взаємозв’язку показників ефективності використання капіталу та прибутковості підприємства
У статті запропоновано використання статистичних методів з метою встановлення та аналізу взаємозв’язку між показниками ефективності використання капіталу та прибутковості промислового підприємства. Наведено склад результативних та факторних ознак, що використовуються для аналізу.
Використано коефіцієнт рангової кореляції Спірмена для попереднього встановлення тісноти та напрямку зв’язку між показниками. На подальшому
етапі застосовано методи кореляційно-регресійного
аналізу, які дозволили сформувати рівняння парної
та множинної регресії, що складають ємну інформаційну базу для прийняття та обґрунтування управлінських рішень у сфері фінансового менеджменту.

Ключові слова: капітал, прибутковість, статистичні методи, ефективність, взаємозв'язок, кореляційно-регресійний аналіз, статистична вибірка, коефіцієнт.
Черната Т. Н. Статистический анализ взаимосвязи показателей эффективности использования капитала и прибыльности предприятия
В статье предложено использование статистических методов с целью установления и анализа взаимосвязи между показателями эффективности использования капитала и прибыльности промышленного предприятия. Приведен состав результативных
и факторных признаков, которые используются для
анализа. Использован коэффициент ранговой корреляции Спирмена для предварительного установления тесноты и направления связи между показателями. На дальнейшем этапе применены методы корреляционно-регрессионного анализа, что позволило
сформировать уравнения парной и множественной
регрессии, которые составляют емкую информационную базу для принятия и обоснования управленческих решений в области финансового менеджмента.
Ключевые слова: капитал, прибыльность, статистические методы, эффективность, взаимосвязь,
корреляционно-регрессионный анализ, статистическая выборка, коэффициент.
Chernata T. Statistical analysis of the relationship of the enterprise indicators of capital use efficiency and the profitability
The article proposed the use of statistical methods
in order to establish and analyze the relationship between indicators of industrial enterprises’ capital use efficiency and profitability. Effective and factorial indexes were used for analysis. We used Spearman rank
correlation coefficient for establishing the preliminary
tightness and direction of relationship between indicators. Methods of correlation - regression analysis, allowing to form the equations and multiple regression, which
make up the capacious information to adopt and inform
decisions in the field of financial management, were
also applied
Keywords: capital, profitability, statistical methods, efficiency, relationship, correlation-regression
analysis, statistical sampling, coefficient.
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THE ECOLOGICAL COMPONENT OF POTENTIAL OF SUSTAINABLE
DEVELOPMENT OF MACHINE-BUILDING ENTERPRISES
AS A MANAGEMENT INSTRUMENT BY A COMPETITIVENESS
Statement of the problem. In the period of globalization of economic processes into sustainable development of industrial enterprises one of the significant
roles is played of their ecological component and the
choice of strategic aims of management of sustainable
development and coordination of a business - processes
to envisage the processes of integration of the national
economy into the united international economic system.
Machine – building enterprise has to consider
global processes in the economic space. Under such
conditions complex increase of enterprise competitiveness on the basis of ecological marketing and innovative
development has to be done. Special attention should be
paid to its place determination in general competitive
space. Activity of machine-building enterprise is connected with harmful influence on the environment by
various factors, namely: emissions into atmosphere, water and land pollution, noise pollution etc. Under conditions of European integration of Ukraine and arrangement of strict ecological requirements for machinebuilding machine - building enterprises the problem of
ecological indicators improvement is of great importance. Imperfect functioning of machine - building
enterprises in ecological problems solving cause the topicality of this research, namely formation of the model
of sustainable development of enterprises on purpose to
increase their competitiveness.
Analysis of the latest researches and publications. The algorithm of management “competitive
space” modeling for industrial enterprises to control of
cost is shown in the works [2,3] of Ye.F. Kalinina
(Каlininа, 2007, p. 119-120) and А.S. Kuznetsova (Kuznetsova, 2007, p.131). The model of formation of competitive-price space for functioning the international
business entity is presented in the works [4] of O.V.
Ilyenko (Ilyenko, 2013, p. 140-145). However, the problem of sustainable development and of competitiveness
control modeling for machine-building enterprises taking into account the ecological factor leaves much to be
solved. The algorithm of economic systems modeling
and problems of sustainable development has been researched by the following foreign and Ukrainian scientists [1-7]: B.J. Sovetov (Sovetov, 2001, p. 140-143),
S.A. Yakovlev, V.V. Rosen (Rosen, 2002, p. 196), M.V.
Gracheva (Gracheva, 2005, p. 18-27), S.A. Minyk
(Minyk, 2002, p. 5-13) and others.
The purpose of the article is model making for
parameters control of competitiveness concentrating at-

tention on ecological component of sustainable development of enterprises.
Presentation of the baseline of the studyMain
results of the research. The use of economic-mathematical instruments of sustainable development for
competitive profile presentation of the enterprise as
three-dimensional space would be chosen as the best
area of competitive environment modeling for machinebuilding enterprise.
Russian researchers Ye.F. Kalinina (Каlininа,
2007) and А.S. Kuznetsova (Kuznetsova, 2007) used
this technique for expenses control of “ideal” product.
They used a limited number of indicators for goods as
well (only specialists of the enterprise took part in the
info base forming without accounting customers’ points
of view and their attitude to goods).
From mathematical point of view three-dimension
space is presented in the form of pyramid (Sovetov,
2001; Rosen, 2002; Gracheva, 2005; Minyk, 2002; Itzkov, 2009; Pickover, 1999; Rucker, 1984), the algorithm
of systems modeling “Three dimension space” [1-10]
has been researched by the following foreign and
Ukrainian scientists and on the basis of this mathematical approach it offered by us [11, 12] to make the model
of competitive environment (Fig. 1) for enterprise
NKMZ (Novokramatorsky mashinostroitelny zavod/Novokramatorsky mashine-building plant).
NKMZ is an enterprise with a wealth of experience
in participation in the large-scale national and international projects. Over the period of more than eight decades NKMZ has been creating their own design-and-engineering and processing schools to produce one-of-akind and serial machines many of which feature masterworks of the world machine-building industry. While
constantly improving the products of their traditional
nomenclature, NKMZ at the same time provides the
market with the wide range of novel solutions.
The parameters of “competitive space” NKMZ are
defined within the enterprise:
Y axis – competitiveness (К) of enterprise - degree
of conformity of economical activity of the company to
the requirements of target customers in comparison to
the competitors;
Z axis – innovative activity (І) of the enterprise stage (ability and readiness) and effectiveness of new
technologies implementation into economical activity;
Х axis – social factor and ecological activity (Е) of
the enterprise – stage (ability and readiness) and effec-
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Services competitiveness, К

Competitive space
А (90; 5; 100)

В (10; 5;100)

Кmax=100

С (10;90;100)

N' (72.5;65; 77)
N(70;62; 75)

Perspective of competitiveness rise

А (Іmax,Еmin,Кmax)
В (Іmin,Еmin,Кmax)
С (Іmin,Еmax,Кmax)
D (Іmin,Еmin,Кmin)

Кmin =20

т. D (10;5; 20)

Іmax=80

Іmin=10

Еmin=5

Innovative activity, І

Еmax=90

Sociality-ecological component - Ecological activity and social factor, Е

Fig. 1. Change of position of machine-building enterprise NKMZ
towards the perspective of competitiveness rise
Source: authoring.

tiveness of ecological programs development and realization at the enterprise according to the present requirements of ecological safety.
When estimating these parameters it is necessary
to carry out full-fledged analysis of all the components
on the basis of expertise. Positioning process of enterprise in competitive space:
Іmin ≤ І ≤ Іmax , Еmin ≤ Е ≤ Еmax , Кmin ≤ К ≤ Кmax .

f ( І, Е , К ) = (І - Іmax )*(Еmax - Еmin )*(Кmin - Кmax )-(K - Кmax )*(Еmax - Еmin )*(Іmax - Іmin ) - (Е - Еmin )*

(1)

(2)

*(Іmax - Іmin )*(Кmin - Кmax ).

If Іmin ≤І≤ Іmax, Еmin ≤ Е ≤ Еmax, Кmin ≤ К ≤ Кmax
(f(0,0,0)>0, f(І,Е,К)>0, f(0,0,0) <0, f(І,Е,К)<0), the
plant is in the “space of competitiveness”. It is necessary
to form development strategy of the enterprise (according to estimation results). If this requirement is not fulfilled, the enterprise is outside the “competitive space”.
So, it is necessary to carry out the analysis of external
and internal environment, elicit “gaps” in the activity
and define lines of further development. If the enterprise
moves to the “perspective of competitiveness rise” area,
space parameters move to optimal level of enterprise
competitiveness and its innovation for all low scale of
negative influence on the environment.
Maximum and minimum parameters for competitive space were defined by the experts in order to estimate the international NKMZ (Novokramatorsky mash-
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inostroitelny zavod/Novokramatorsky mashine-building plant) (considering the best and the worse estimation): Іmах was defined at 90-point level, Іmin is 10, Еmах
is 90, Еmin is 5, Кmах is 100, and Кmin is 20.
Equation for NKMZ passing through three points:

Thus, optimal function defines the competitive
space of the enterprise:

f (І ; Е ;К ) = f (70,2;62,1;75,1)

(3)

The check up proves that the NKMZ is in “competitive space” (Picture 1), because the following conditions are complied:
- according to the parameters of innovative activity: 10<70.2 <80;
- according to the parameters of ecological activity:
5< 62<70;
- according to the competitiveness: 30<64,5< 100.
Component optimization for sustainable development – “ecological activity and social factor” was con-
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ducted due to the implementation of the program of ecologically oriented airport control and measures for lowering of the harmful environmental effects.
Conclusions. After implementation of additional
measures for environmental safety for sustainable development, vector motion to the perspective of competitiveness rise of the NKMZ became the result of technique approbation. Point N (70,2; 62,1; 75,1) and point
N' (72,5; 64,9; 65,8) define the position of machinebuilding enterprise NKMZ (Fig. 1) before and after optimization ecological and social measures of sustainable
development accordingly. This indicates the rise of its
general competitiveness.
After implementation of the program of sustainable
development on NKMZ it is noted the rise of the following levels and there is an opportunity to control the
general competitiveness of the enterprise due to the control measures according to sociality-ecological component (“E”). Introduced approach for “competitive space”
formation (parameters of competitiveness of enterprise,
its innovative and sociality-ecological component were
chosen as the main control parameters) gives the opportunity to provide effectiveness of strategy of sustainable
development on the machine-building enterprise in
competitive environment.
After formation of competitive space (Fig. 1) there
is a possibility to estimate enterprise position towards
the limits of its competitive space, gaps defining according to the specified characteristic, perspective defining
for movement control (along the vector of one key space
component – “ecological activity”) to perspective of
general competitiveness rise of the enterprise.
Advantage of the model is in its versatility and
flexibility. It enables to use it for enterprises under any
conditions of their development and state of environment. Perspectives for further research are in the preparation of optimal strategy model for sustainable development of the enterprise.
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Латишева О. В. Екологічна складова потенціалу сталого розвитку машинобудівних підприємств як інструмент управління конкурентоспроможністю
У статті досліджено процес еколого-економічного управління "конкурентним простором" машинобудівних підприємств з урахуванням фактору
екологічної активності, економічної складової конкурентоспроможності та інноваційного чинника,
управління якими дозволяє підвищити загальну конкурентоспроможність та сталість підприємств. У
представленій моделі було вибрано параметри оцінки конкурентоспроможності продукції машинобудівних підприємств, інноваційної і екологічної активності, що дозволяє усебічно оцінити ефективність
їх функціонування в конкурентному середовищі й
визначити напрями сталого розвитку машинобудівної галузі.
Ключові слова: сталий розвиток, еколого-економічне управління, машинобудівні підприємства,
конкурентне середовище, моделі "конкурентного
простору", інноваційна активність, екологічна складова.
Латышева Е. В. Экологическая составляющая потенциала устойчивого развития машиностроительных предприятий как инструмент
управления конкурентоспособностью
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В статье исследован процесс эколого-экономического управления "конкурентным пространством"
машиностроительных предприятий с учетом фактора экологической активности, экономической составляющей конкурентоспособности и инновационного фактора, управление которыми позволяет повысить общую конкурентоспособность и устойчивость предприятий. В представленной модели были
выбраны параметры оценки конкурентоспособности продукции машиностроительных предприятий,
инновационной и экологической активности, что
позволяет всесторонне оценить эффективность их
функционирования в конкурентной среде и определить направления устойчивого развития машиностроительной отрасли.
Ключевые слова: устойчивое развитие, экологоэкономическое управление, машиностроительные
предприятия, конкурентная среда, модели "конкурентного пространства", инновационная активность, экологическая составляющая.

Latysheva Yе. The ecological component of potential of sustainable development of machine-building enterprises as a management instrument by а
competitiveness
The process of ecologically - economic management of "competitive space" of machine-building enterprises are investigated in the article. Ecological activity,
economical component of competitiveness and innovative factors are accepted in models for the increase of
total competitiveness of enterprise. Their control makes
it possible to increase the competitiveness and sustainability of machine-building enterprises. The parameters
of competitiveness estimation of products of machinebuilding enterprises, innovative and ecological activity
were chosen in the presented model. This enables to estimate efficiency of enterprises functioning in competitive environment in details and define directions of strategic development of machine-building industry.
Keywords: sustainable development, ecologicallyeconomic management, machine-building enterprises,
competitive space, models of "competition space", innovative activity, ecological component.
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IDENTIFICATION OF THE ECONOMIC SECURITY TECHNOLOGICAL
COMPONENT OF UKRAINE IN THE FIELD OF RAILWAY TRANSPORT
Actuality of an issue. The economic security of
Ukraine (hereinafter – EcS) in the transport sector as a
part of national security [1, 2], describes the state of national interests protection of individuals, the economy,
the state of the real and potential threats to quality transportation services to domestic and international transportation markets through effective use of the transport
potential. Monitoring of transport infrastructure in the
field of railway transport made it possible to determine
the list of appropriate EcS indicators in the transport
area as per functional components that directly affect the
determination of country EcS in the transport sector and,
consequently, economic security level of Ukraine in
general [3]. The possibility of EcS integral evaluation in
the field of railway transport in terms of economic functional component [4] caused the paper writing about the
need for research in context of technological component.
Analysis of recent research and publications.
Papers of many scientists are devoted to research of
methodological approaches to integrated evaluation of
EcS. O.S. Vlasyuk [5], V.M. Geyets [6], B.V. Gubskiy
[7], J.A. Zhalilo [8], V.I. Muntiyan [9], S.I. Pirozhkov
[10], Y.M. Kharazishvili [11, 12], V.T. Shlemko [13]
and others has paid attention in their work to EcS problems and principles for its assessing. In the works these
researchers examined methodological basis of analysis
EcS in modern terms, concepts and models to ensure its
most important components, analyzed threats and
measures designed to enhance EcS. In Y.M. Kharazish-

vili, V.I. Lyashenko [14] work there was focused attention on development of Ukraine regions infrastructural,
motor vehicles and rail transport indicators, and unfortunately there is no research in the context of the country, there are no indicators that reflect the EcS technological component in the field of railway transport. A.M.
Novikova in the paper [15] drew attention to the fact that
the technological component of transport includes only
road safety, providing qualitative and quantitative properties of the cargo during transport operations and storage during transportation.
Existing Guidelines on the calculation of economic
security of Ukraine [2] does not take into account the
transportation component in determining the integral index of economic security and have certain shortcomings
[16]. Also calculation method of regional economic development integral index has disadvantages [16, 17].
Purpose of the article is identification of EcS
technological component in the field of railway
transport through integrated assessment using integral
index multiplicative form, which was proposed in the
article of the author [4].
Presentation of basic material of the research.
EcS level in the field of railway transport is characterized by many indicators, so you need to apply integrated
assessment indexes that would describe this level of
change in the plane of such components as economic,
technological, social, environmental [4].
The set of EcS technological component indicators
in the field of railway transport is given in table 1.
Table 1

Indicators of EcS technological component in the field of railway transport
Name of indicator,
unit
Intensity of freight transport (k1),
mln.tkm per 1 km
Intensity of passenger transportation
(k2), mln. passenger-km per 1 km
Density of routes (k3), 1/km
Specific indicator of the number of traffic accidents to the volume of cargo
transportation (k4), per 100 mln. tkm
Specific indicator of the number of victims to the volume of passenger traffic
(k5), per 100 mln. passenger-km
The level of renewal of fixed assets (k6),
%
* Author's

2004

2005 2006 2007

Year
2008 2009 2010 2011 2012

2013 2014 2015 2016

10,63 10,18 11,00 12,00 11,86 9,05 10,05 11,26 10,99 10,36 10,00 9,27 8,93
2,350 2,393 2,432 2,427 2,448 2,229 2,315 2,347 2,280 2,265 1,710 1,714 1,764
0,039 0,039 0,039 0,039 0,038 0,038 0,038 0,038 0,038 0,038 0,037 0,037 0,037
0,474 0,436 0,370 0,336 0,332 0,418 0,375 0,314 0,321 0,321 0,321 0,322 0,322
0,416 0,488 0,387 0,450 0,332 0,271 0,239 0,248 0,237 0,189 0,286 0,400 0,400
5,593 5,898 4,344 5,018 2,213 0,884 0,353 0,480 0,554 0,135 0,094 0,096 0,101

calculations.
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We will identify the level of EcS technological
component in the field of railway transport using multiplicative form of integral index, combined valuation
method (via association for standardization and reference values for the "scale of variation"), "main component" method for a formalized approach to determining
the weighting coefficients, the method of "moving matrix" to determine the dynamic weights and complex

techniques to ground thresholds vector, including "t- criterion" [11, 16, 18-21].
These indicators in Table 1 can be divided into two
groups:
– with normal distribution – k2, k3 (fig. 1, а);
– with exponential distribution law – k1, k4, k5
(fig. 1, b).
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Fig. 1. Characteristic feature of the density indicators probability
When building density function of probability indicators to justify the vector of thresholds in addition to
standard deviation there was applied these asymmetry

factors: for k2 - 1,351 (Fig. 2, a), for k3 - 1,438 (Fig. 2,
b), for k1 - 1,701 (Fig. 2, c) for k4 - 2,835 (Fig. 2, d), for
k5 - 3,280 (Fig. 2, e.).
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Fig. 2. Probability of EcS technological component indicators density function
The calculation results of threshold indicators vector are based on the experience of developed European

countries, as well as their normalizing factors listed in
the table. 2.
Table 2

Normalizing and optimal threshold value indicators *
Lower optiUpper optiIndicator,
Normalizing Lower threshн
н
в
units
indicators
old y пор
mal y опт
mal y опт
value
k1, mln.tkm per 1 km (stim14,5
2,7
5,5
9,0
ulant)
k2, mln. passenger-km per
4,2
1,8
2,3
3,0
1 km (stimulant)
k3,
0,135
0,025
0,045
0,085
1/km (stimulant)
k4, per 100 mln. tkm (des6,85
4,2
2,0
0,75
timulant)
k5, per 100 mln. passen27,0
12,5
6,0
1,9
ger-km (destimulant)
k6,
10,0
2,0
4,0
6,0
% (stimulant)
* Author's

Upper threshold
в
y пор

14,5
4,2
0,13
0,32
0,05
10,0

calculations.

Different dimensions and indicators of different
orientation lead to the necessity of the indicators standardization procedure is performed using the combined

method [21]. Results of the indicators valuation for normalizing the only factor is listed in the table 3.
Table 3

Indicator
k1
k2
k3
k4
k5
k6

2004
0,733
0,560
0,290
0,931
0,985
0,559

* Author's

Indicators of EcS technological component after normalization *
Year
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
0,702 0,759 0,828 0,818 0,624 0,693 0,776 0,756 0,714 0,689
0,570 0,579 0,578 0,583 0,531 0,551 0,559 0,543 0,539 0,407
0,290 0,289 0,289 0,286 0,286 0,286 0,286 0,286 0,285 0,277
0,936 0,946 0,951 0,952 0,939 0,945 0,954 0,953 0,953 0,953
0,982 0,986 0,983 0,988 0,990 0,991 0,991 0,991 0,993 0,989
0,590 0,434 0,502 0,221 0,088 0,035 0,048 0,055 0,014 0,009

2015
0,640
0,408
0,276
0,953
0,985
0,009

2016
0,616
0,420
0,277
0,953
0,985
0,010

calculations.
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In order to identify the safety state, we perform
standardization procedures and integral convolution in
the same scale as for the indicators and for the threshold.
As it was noted, [4] the main problem of integrated
indicators use is adequate definition of weights devoid

of subjective peer review, therefore, will use the method
of "moving matrix" [11] to determine the dynamic
weighting coefficients. The picture of indicators
weighting coefficients changes is shown in fig. 3.
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Fig. 3. Dynamic EcS technological component indicators weights
The constancy of weighting coefficients in the initial period (from 2004 to 2009) is due to the minimum
necessary size matrix, which is determined as " accelerating period." The results of calculation dynamic series

integral index of EcS technological component and integral index thresholds for the multiplicative form is
given in the table. 4, 5.
Table 4

Dynamic range of the integral index *
Year
2007 2008 2009 2010 2011 2012

Integral
index

2004

техн
t

0,624 0,628 0,605 0,628 0,544 0,438 0,364 0,366 0,375 0,322 0,302 0,283 0,279

I

* Author's

2005

2006

2013

2014

2015

2016

calculations.

Table 5
Integral index thresholds *
н
Lower threshold y пор

0,2901
* Author's

н

в

Lower optimal y опт

Upper optimal y опт

0,4958

0,7176

в
Upper threshold y пор

0,9857

calculations.

Using of s single normalizing factor to "process"
indicators and thresholds lets compare the dynamics of
integral index with thresholds in one scale. Changing the
integral index of EcS technological component in the
dynamics is shown in fig. 4.
Calculations of EcS technological component integral index in the railway industry indicate positive economic growth only for a short period of time; from the
second half of 2008 this figure was in the range between
the upper threshold and upper optimum values, but in
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2014 crossed the «critical» line, indicating the real danger. This picture requires some justification.
The intensity of freight transport and passenger
transport volumes determined by the ratio of the length
of the routes. [22] These indicators show the intensity of
the railways operation. Railways workload is used during planning of transportation process, determining the
carrying capacity of the railways, working-out of
measures for the development and technical reconstruction of railway lines.
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Fig. 4. Dynamics of the integral index of EcS technological component
The best indicator of the intensity of freight
transport among developed European countries (Table
6) is due to the fact that Ukraine ranks fourth on the Eurasian continent in terms of freight traffic, being behind
only China, Russia and India. [23] It should also be
borne in mind that railway transport in Ukraine as a
leading industry in the road transport sector provides
82% of the country's freight and almost 50% of passenger transportation carried by all modes of transport.
As a result of traffic accidents on the railways of
Ukraine almost 95% were classified as incidents, the
rest were classified as serious incidents. [24] Among all
traffic accidents 35.4% happened due to defective repair

of locomotives in depot conditions and through the operation of traction rolling stock and its equipment outside the warranty period of service; 11.1% - in the wrong
actions of the locomotive and repair crews, 7% - through
failure and rejection in the braking equipment in cars
warranty period; 5.6% - due to heating of axle unit cars.
The calculation results of mathematical expectations intensity of freight transport (k1), the intensity of
passenger transportation (k2), the density of routes (k3),
the specific index number of traffic accidents to the volume of cargo transportation (k4) and specific indicator
of the number of victims to the volume of passenger traffic (k5) are given in table 6.
Table 6

Mathematical expectation of EcS technological component indicators in the field
of rail transport in Ukraine and the EU (2004-2015)*
Indicators
Country
k1
k2
k3
k4
1
2
3
4
5
Ukraine
10,561
2,2421
0,0385
0,3607
Germany
2,7070
2,1181
0,1136
0,5442
Czech Republic
1,5405
0,7340
0,1235
1,0052
Italy
1,2868
2,8116
0,0561
0,6175
Austria
3,4405
1,6822
0,0704
0,4876
France
1,1940
2,8145
0,0555
0,4839
Spain
0,7515
1,6319
0,0278
0,7950
Portugal
0,8843
1,4470
0,0297
2,5206
UK
1,3272
3,4343
0,0664
0,4175
Denmark
0,6862
1,9798
0,0741
1,1302
Switzerland
2,3239
3,4316
0,1289
0,5734
Ireland
0,0791
0,9196
0,0277
2,2092
Slovenia
2,9000
0,5746
0,0606
0,8914
158

k5
6
0,3155
0,4038
2,2523
0,2902
1,0062
0,1488
0,4051
1,5512
0,1271
0,3843
0,3429
0,1138
3,6364
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1

2
1,6530
1,9824
0,9835
0,8565
2,5402
1,2205
2,3950
0,9883
7,6500
9,5360
6,0758
1,3161

Finland
Sweden
Croatia
Norway
Poland
Hungary
Slovakia
Bulgaria
Lithuania
Latvia
Estonia
Romania
* Author's

3
0,6463
0,9887
0,4893
0,7653
0,8888
1,0599
0,6656
0,5097
0,1490
0,3871
0,2197
0,5692

4
0,0194
0,0269
0,0479
0,0109
0,0659
0,0832
0,0756
0,0372
0,0275
0,0320
0,0186
0,0468

5
0,4132
0,3010
1,8682
0,6448
1,4643
5,2061
2,7445
1,6105
0,4642
0,2236
0,5170
1,7992

Ending of Table 6
6
0,5700
0,3646
4,2195
0,2046
2,8482
2,5719
3,5828
3,5946
15,783
5,1894
9,1746
4,3032

calculations.

Conclusion
1. In order to identify the EcS technological component in the field of railway transport there is list of
indicators that characterize specific areas of economic
activity, namely the intensity of freight transport, intensity of passenger transportation, density of routes, specific indicator of the traffic accidents number to the volume of cargo transportation, specific indicator of the
number of victims to the volume of passenger transportation.
2. Integral evaluation of EcS in the field of railway
transport in the context of technological component held
by modern methodology (using multiplicative form an
integral index, combined method of rationing by association for standardization and reference values as per
"scale variation", method of "main component" for a
formalized approach to determine the weights method
of "moving matrix" to determine the dynamic weights
and complex techniques to study vector threshold, including "t-test").
3. The results of analysis of each EcS technological
component indicator compared with those of developed
European countries show a positive economic development (notably in the case of intensity of freight
transport, where Ukraine has the best rate in the EU),
but in 2014 the figure crossed the «critical» line, indicating the real danger.
4. Further operation of locomotives with expired
deadlines of capital and current repairs (including the
fact that 73% of electric and diesel locomotives have expired service), cars in excess of the regulatory period
and the lack of normal reproduction of fixed assets (particularly their active parts - rolling stock) can lead not
only to increase the specific rate of traffic accidents.
There is a real threat of failure by rail in the future of the
economy in Ukraine transport.
5. The task of regulation EcS technological component in the railway industry and its indicators is to determine the values of these in total to ensure the conti-
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nued value of the integral index within optimal values
by using the methods of control theory.
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Шевченко А. І. Ідентифікація рівня технологічної складової економічної безпеки України
у галузі залізничного транспорту
Проведено інтегральне оцінювання рівня технологічної складової економічної безпеки України у
галузі залізничного транспорту за сучасною методологією. Розраховано нормувальні, порогові, оптимальні значення, вагові коефіцієнти, а також математичні очікування індикаторів.
Ключові слова: вагові коефіцієнти, економічна
безпека, індикатори, інтегральний індекс, математичне очікування, нормування, транспорт.
Шевченко А. И. Идентификация уровня технологической составляющей экономической безопасности Украины в сфере железнодорожного
транспорта
Проведено интегральное оценивание уровня
технологической составляющей экономической безопасности Украины в сфере железнодорожного
транспорта по современной методологии. Рассчитаны нормировочные, пороговые, оптимальные значения, весовые коэффициенты, а также математические ожидания индикаторов.
Ключевые слова: весовые коэффициенты, экономическая безопасность, индикаторы, интегральный индекс, математическое ожидание, нормировка, транспорт.
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THE PROBLEMS OF INNOVATIVE ACTIVITY ACTIVIZATION
Integration into the world economy objectively
causes the formation of an innovative model of the national economy development, that favours the competitiveness as the basis of forming the competitive advantages of the country and the nation’s welfare as a
whole.
General results of theoretical studies of the current
practice data confirm that the formation of such a development model presupposes the creation of a high-tech
complex of the national economy (HTC), i.e. a complete
set of multi-scientific, educational, industrial, managerial and consulting structures for innovation-oriented
economic transformations.
The realities of today clearly demonstrate that unless the accelerate tendency of the HTC development of
Ukraine accelerates, the national economy will become
a raw material appendage of the developed countries,
which are characterized by high rates of growth. The
high-tech complex is one of the main factors that determines the economic growth and increases the national
competitiveness.
Under the competitiveness in this context should
be understood a concentrated expression of economic,
scientific and technical, production, management and
other features embodied in the products and services,
that have successfully opposed to the foreign goods and
services, competing with them in a domestic and foreign
markets.
The government economic strategy rationale,
aimed at an innovative model development, is in the aspect of analysis, prognostication, and support for engineering industry enterprises, creating material base for
HTC, science and education, providing new ideas and
qualified personnel.
Meanwhile, it should be noted that innovative development of the Ukrainian industry, particularly engineering industry, increasingly becomes negative, and it
contributes to the deepening of the technological gap
with the industrialized countries.
Considerable experience in research of the problems of increasing competitiveness, in particular, one of
the most important factors – innovation, has been accumulated in the domestic and foreign literature. S.V.
Emelyanov, A.I. Amosha, M. Porter, G.K. Gubernaya,
B. Santo, G.M. Skudar, R.I. Zabotina, G.A. Ilina, N.B.
Mernikova, A. Medvedev, and others have contributed
to the solution of this problem.
In spite of the considerable study in the theoretical
basis of the research of the activation of innovation proЕкономічний вісник Донбасу № 4(46), 2016

cesses and improvement of competitiveness, there are
some unresolved issues in this area. One of the most actual problem is to identify the ways of activation of innovation processes for ensuring competitiveness of the
state economy as the main factor of integration into the
world economy.
In this context, the main purpose of this article is to
study the labor factor - the potential source of the innovation as a determinant in innovation activity.
Several studies have conclusively proved that efficient and sustainable development of enterprises in different business areas are achieved through using discoveries, inventions and other innovations in the economic
activities. They provide strategic competitive advantages in the domestic and foreign markets. However,
existing threats for enterprises, operating in crisis, determine the situation of risk and indeterminacy that negatively affect the making innovative decisions.
Foreign experience shows that the center of competitive activity moves from the sphere of prices to the
scientific and technical sphere. The use of modern techniques and technologies enables businesses to provide
cost savings and quality improvements. Development of
new products often requires the adoption of progressive
technological processes, replacement of obsolete equipment new one. Thus, innovations are the basis of competitiveness of certain products and production as a
whole.
However, in Ukraine the innovative processes have
low level of intensity.
Adoption of innovations in 2014 was carried out in
1208 innovatively active enterprises. 600 enterprises
adopted innovative types of production in the number of
3661, among them 1314 – machinery, equipment, apparatus, instruments. 614 enterprises introduced new technological processes. The number of processes was 1743,
among them 447 – low-waste and resource-efficient
ones. 905 enterprises of Ukraine realized innovative
products that were re-introduced or underwent significant technological changes over the past three years.
The number of technologies that were purchased in 2014
was 543 units. [1]
Taking into account the ATO in Donetsk and Lugansk regions, for correct comparison of the volume of
funding, it is appropriate to calculate the share of assets
attributable to one enterprise, which conducted innovative activity and had expenses. In 2014, the total innovation costs decreased by 1.8667 million UAH as well
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as, on average, expenses for every enterprise were 6.38
million. UAH against 7.15 million. UAH in 2013.
The number of innovatively active enterprises decreased, not only in the Donetsk and Lugansk regions,
but also in the Odessa, Mykolayiv and in the regions
without borders with the hot spots - in the Kirovograd,
Ternopil, Vinnytsa, Khmelnytsky, Chernihiv, Chernivtsi regions. One of the main reasons of such phenomenon is deep socio-economic crisis and state currency depreciation. Of the total expenditure on innovation
(7,695,900,000 USD) the most funds were invested into
purchase of machinery, equipment and software 5,115,330,000 UAH or 66.5% compared to
5,546,330,000 UAH or 58% in 2013. In 2014 every innovatively activ enterprise that had costs invested 4.24
million UAH into purchase of machinery, equipment
and software (2013 – 4.15 million. UAH). The increase
in the costs of internal and external R&D in high-tech
sector demonstrates growing their importance [2].
In general it can be concluded that the innovative
activity of the enterprises, which in modern conditions
is one of the main factors to improve their competitiveness and, consequently, the functioning, is not yet
enough. But as the practice shows, despite the insignificant scale of the innovation activity, its positive impact
is undeniable. Most businesses, that introduced innovations, got an increase in output, improved their competitiveness, expanded markets. Thus, a recognized authority in the field of competition problems M. Porter whose
conclusions are based on the results of a large-scale
study of the processes of gaining and maintaining competitive advantage, believes that: "Companies outstrip
their rivals, if they have a strong competitive advantage.
Competitive advantage is divided into two main types:
lower costs and product differentiation. Low costs reflect the ability of the company to develop, produce and
sell a comparable product at a lower cost than its competitors" [3]. This means that the preconditions for low
costs should be created at all stages of the production
cycle, including the stages of R&D.
In search of an answer to the question about the
possibilities of sustaining competitive advantages M.
Porter identified types of benefits – a high and a low order
ones. "The benefits of the low rank, such as the cheap
labor and raw materials, can be easily obtained by competitors. The benefits of the high order are technology,
brand reputation, level of stuff training and retraining,
long-term capital investments, strategic marketing" [3].
At the same time, the practice of the implementation of the theory of competitive advantages in the domestic enterprises in the conditions of reforming the
economy, brings to the fore the solution to the problem
of the quality changes in the internal environment of the
enterprise, determined by such components as people,
technology, structure, assignment of tasks and coordination of efforts towards the organization goals, decisionmaking, communication, staff motivation, management
style. At the domestic enterprises there is a clear lack of
understanding of the importance of the role of the internal environment of the organization, and especially its
human component to ensure high competitiveness. But
any qualitative changes in the company should be so-

cially oriented and socially responsible. Especially, that
the transformation of the enterprise, its solutions to the
crisis are predetermined firstly by its main resource – the
staff.
Foreign experience shows that it is a staff that is a
potential, an inexhaustible source of innovation in the
enterprise, which serves a universal criterion influencing the production effectiveness and economic activity
in many ways. The greatest reserve of "know-how" is in
the skill and minds of experienced workers, professionals and executives. The human factor is decisive here as
it is humans that the competitive strength of the enterprise is in [4].
However, the human factor is not actually real people, and knowledge itself. It is a set of socially reasonable production and human skills, knowledge, abilities
invested, that people own and practically use in their
daily lives.
High-tech production involves highly educated and
highly skilled workers, creates the need for intellectually and morally developed individuals, which are a prerequisite for the further development of the productive
forces of society. Besides social characteristics of production change – the work content change: the share of
physical labor is declining and the share of mental labor
is increasing, the intellectual content of the work is increasing.
In our view, new employees’ thinking, their responsible attitude and interest to work should be shaped
and ensure their direct involvement in innovation at domestic enterprises.
Many authors note that the realization of innovation activity affected by the following factors: the goals
and tasks of the enterprise, enterprise strategy, qualification and quality structure of workers, management
and organizational structure, their organizational and information support, evaluation of internal and external
opportunities and constraints.
Therefore, in the present conditions while developing policy on intensification of innovation, it is necessary to take into account these factors and put forward
relevant requirements for a new type of employee,
namely:
worker adaptability to ever-changing conditions of
production;
high professional mobility, employee willingness
to master a new profession, if necessary, in accordance
with the requirements of the modern labor market;
worker universalization, mastering several specialties, facilitating the distribution of the workforce;
high professional competence;
the ability to react quickly to the changing situation
in the labor market;
efficiency in decision-making;
readiness of a worker to the continuous development of professional skills, acquirement new knowledge;
self-development of the creative potential;
employee stress resistance under conditions of instability and uncertainty, and others.
Activation of the human factor can be achieved by
improving the work organization, introducing new, ef-

162

Економічний вісник Донбасу № 4(46), 2016

N. Vetsepura, S. Prokofieva
fective management techniques, making favorable conditions for creative growth, and active government support of innovation processes.
Measures on improvement of the work organization can be:
providing workers responsible work;
giving each employee the possibility to participated in the reorganization of work processes;
providing trust relationships as the most important
conditions for improvement;
targeting system of rationalization works of innovative potential of enterprises in the field of new ideas.
Complex factor of implementation of this project is
the creation of a system of rationalization proposals
(new ideas) at an enterprise. On the one hand, it would
serve as an incentive to the advancement of ideas (for
example, certain material encouragements for proposals, that are put forward, although not adopted, fast
implementation and payment adopted proposals). On
the other hand, it would oblige the leaders at all levels
of the organizational hierarchy to educate and train employees to think and come up with new ideas. The use
of the indicator of the number of rationalization proposals per one employee per year gathered for the evaluation of managers will help to solve this problem (this
indicator is widely used in Japanese companies)
Activities aimed at filling key positions of economic activities with specialists with high professional
qualities should be considered as strategic ones.
Complex factor of realization of this activity is the
creation of organizational and methodological prerequisites for the selection of candidates for particular positions in the in the management system. The proposal on
the organization of the staff assessment centers relates
to the increased attention to the issue.
In these centers, workers must undergo testing for
the enterprise selection for positions in the lower levels
of management through the promotion. In addition, assessment centers are used as an effective organization of
employees’ training and development of managers’specific management skills. The centers have a specific set
of the methods and approaches to assessment, as well as
to staff training.
Thus, the transition to a market economy has generated quite contradictory implications, which led to a
shift of the center of gravity of social processes directly
to the enterprise. It intensifies the need for an complex
approach to the management of social processes at enterprises, creating a solid intra-firm infrastructure, with
regard to the trends of scientific, technological and social progress.
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Вецепура Н. В., Прокоф’єва С. В. Проблеми
активізації інноваційної діяльності
У статті розглянуто способи активізації інноваційної діяльності з метою забезпечення конкурентоспроможності економіки України. Проаналізовано
стан інноваційного розвитку промислового виробництва в Україні та Донецькій області. Показано визначальне значення людського фактора в організації
інновацій.
Ключові слова: інноваційна діяльність, підприємство, конкурентоспроможність, людський фактор, технологія.
Вецепура Н. В., Прокофьева С. В. Проблемы
активизации инновационной деятельности
В статье рассмотрены способы активизации инновационной деятельности с целью обеспечения
конкурентоспособности экономики Украины. Проанализировано состояние инновационного развития
промышленного производства в Украине и Донецкой области. Показано определяющее значение человеческого фактора в организации инноваций.
Ключевые слова: инновационная деятельность,
предприятие, конкурентоспособность, человеческий фактор, технология.
Vetsepura N., Prokofieva S. The problems of innovative activity activization
Methods of innovation activization have been considered in the article with the purpose of ensuring the
competitiveness of the economy of Ukraine. The state
of innovation development of industrial production in
Ukraine and the Donetsk region have been analyzed.
The determinative value of labor factor in the innovation
organization has been showed.
Keywords: innovative activity, enterprise, competitiveness, human factor, technology.

163

Received by the editors: 28.11.2016
and final form 28.12.2016

M. Tashkova

UDC 311.21:004
M. Tashkova,
PhD (Economics), Head Assistant,
D. A. Tsenov Academy of Economics, Bulgaria

BIG DATA –
THE NEW CHALLENGE FACING BUSINESS
It is almost certain that in the following years Big
Data will be among the leading information technologies when discussing IT trends. Moreover, it is one of
the pillars of the ‘third platform’1 as defined by IDG.
While in a sense this term is new, large volumes of data
are not infrequently handled in computer processing.
Companies are aware that data – internal and external –
is an important source of self-knowledge, which would
help them to improve their business processes and
productivity. Therefore, they are looking for technologies that will enable them to collect and analyze this
data. This makes the issue of information technologies
designed to manage large volumes of data both topical
and important in the future.
Specifics of Big Data
The term ‘Big Data’ has been in use quite recently.
‘Big Data’ was first mentioned in 1997 in the paper ‘Application-Controlled Demand Paging for Out-of-Core
Visualization’, presented at the eighth Conference on
Visualization organized by IEEE2. In a very short time
it gained popularity, but big data and related technologies became popular after 2008. The catalyst of this popularity is the thematic issue of the Nature Journal in
2008, which was entirely devoted to big data. The initiative was followed by a number of prominent journals
which came out with separate issues devoted to Big
Data3. In 2011, Gartner analysts emphasized Big Data
in their traditional report. In it they noted that big data
technologies focus attention, but even the IT industry itself cannot predict what potential lies in them. Several
years later, these technologies turned from emerging
into promising for the world of technology.
Today there are many sources that create large volumes of data. On the one hand, these are the people
themselves, who are able to generate information on
their own using the Internet and social networks. An

example of how much information is created today and
at that globally is the fact that the information generated
all through 2000 was less than the information generated
in one minute during the past 2016, and nearly 90% of
the files available in the world were created in the last
two years.
On the other hand, with the advent of the Internet
of Things it is not only users that generate information,
but also most of the devices that are used daily. Sensors
are a great source of data. Only in half an hour the sensors of jet engines generate about 10 TB of data.
Roughly the same data streams are generated by sensors
installed on drilling oil rigs.
In order to make the above stated more vivid, it
should be added that worldwide4:
− corporate users store nearly 7 EB5 of information and personal users – 6 EB annually;
− 30 billion new sources of information are published in the social network Facebook each month;
− one of the leading sources of big data is the
Twitter short message service, through which data of
about 8 TB per day is created, despite the restrictions on
message length (140 characters);
− the mobile operators networks worldwide serve
more than 5 billion phones and manage the audio-video
stream generated by them;
− only US companies from 15 sectors create data
that is larger than the data in the Library of Congress6.
All this logically leads to the question – what is
meant by the term ‘big data’? A simple question with
many answers, since different users see ‘big data’ differently. For one company, a large volume is 10 TB,
while for another it may be 100 TB. And does only the
volume determine whether certain data is big?
In order to give a simple definition of the nature of
big data the paradigm Big Data ‘5V’ is usually referred

1
The ‘Third Platform’ concept was presented by the IDG analysts in 2012 and the aim was to highlight the global transformation of information technologies. The four technologies gaining popularity – mobile applications and devices, cloud services, analyses of large volumes of data and social networks – underlie the platform.
2
The idea of ‘Big Data’, however, emerged considerably earlier. In 1975 the Japanese Ministry of Posts and Telecommunications started a quantitative study of the information flow in Japan, but the idea for this quantification was proposed as early
as 1969.
3
These were CACM (2008); TheEconomist (2010); Science (2011).
4
McKinsey& Company, Big data: The next frontier for innovation, competition, and productivity [Electronic resource]. –
Available at: http://www.mckinsey.com/insights/business_technology/big_data_the_next_frontier_for_innovation.
5
ЕВ – exabyte of data, where 1 EB =1018 B.
6
The Library of Congress of the USA stores 235 TB of data.
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to. According to it data that has simultaneously at least
two of the following specific features1 is considered big
data:
− Volume of data. The possibility to handle large
volumes of information is a key feature of Big Data, and
the sources for generating information are different –
business transactions, social media, information from
sensors, data transmitted from machine to machine;
− Velocity of data accumulation. No less important parameter in big data is the frequency of their
creation and change, as well as the speed of processing
them and obtaining the results in near real-time;
− Variety of data. Big data is not always structured. It can also include video, audio, email, unstructured documents, messages from social services and media. That is why organizing it in relational databases is
in fact already very difficult;
− Veracity of data. This refers to the purity and
authenticity of the information generated. Big data must
have the necessary reliability in order for the analysis to
be accurate. This is achieved by pre-filtering of data to
overcome the noise and anomalies in it;
− Value of data. This feature renders how effective data processing is in relation to investments made
since the realization of infrastructure, the systems for
storage and processing of big data are a relatively large
expense for companies.
In a synthesized form, however, big data could be
defined as hardware and software products for processing huge volumes of structured and unstructured
data, which are characterized by great diversity. Using
different methods of processing and analyzing data new
hypotheses and models are discovered, which could be
used effectively to optimize the business processes of
companies.
IT for big data management
It is a fact that large volumes of data are generated
today and this is an upward trend. The challenge now
is – what technologies these large volumes of data could
be managed with. The popular technologies for handling
big data involve:
• NoSQL databases
NoSQL technologies gained recognition after the
large IT manufacturers – Google with Big Table; Facebook with Cassandra; Amazon with SimpleDB; Twitter
and SourceForge with MongoDB; Yahoo with Sherpa;
Adobe with Hbase – got interested in them. These IT
manufacturers practically need to overcome the limitations of relational databases and to move to a new model
of data organization and storage, as unlike relational databases, NoSQL is characterized by:

− absence of a predefined schema. With NoSQL
there is no need to know in advance what data will be
stored in the database and hence it is not compulsory to
create a schema. This allows NoSQL to maintain dynamic data changes as it is not tied to a specific structure;
− easy scalability. NoSQL has distributed and
fault-tolerant architecture as the information sites are
stored on several servers. The advantage of NoSQL is
that it can easily be expanded horizontally by adding additional servers without using additional logic applications for this;
− finer control over available information.
According to their purpose NoSQL databases can
be:
− Key-value. These databases provide generally
one operation – retrieving a unit value through its key.
− Column. In these databases the records are
stored in columns rather than in rows as in relational databases.
− Graph. Here each element can be connected to
an unlimited number of relationships;
− Document. In document-based databases the
values in the primary key value are referred to as a document. An identifier is used in place of the key.
NoSQL databases share common principles, but
solve various needs. Therefore a certain NoSQL is assigned to perform one or more specific tasks, but the
core functionality is implemented with a relational database or another NoSQL database.
• Apache Hadoop
The Hadoop platform is designed to organize distributed processing of large volumes of data, and uses
the model of separation and collection, i.e. each task is
divided into smaller parts and each part of the set is performed on a separate node of the cluster. Hadoop is written in Java and consists of different components. The
main ones are:
− MapReduce is a combination of two interrelated functions performing data processing on a particular totality. First the Map-function is performed, which
reads data from an input file, performs the necessary filtering and transformation, then generates a set of input
records consisting of data and its assigned keys. Each of
the Map programs operates independently of the others
on its node in the cluster. Its task is to retrieve data,
search and sort. Reduce has the opposite task – to unite,
summarize, filter or modify the data processed and to
record the results.
− Hadoop Distributed File System (HDFS) is a
distributed file system for data storage. HDFS is designed to store very large files with streaming access

1
The paradigm passed through the 3V and then 4V stages, and in less than ten years two new features characterizing big
data were added.
In its study ‘Big and open data: A growth engine or a missed opportunity’ the Warsaw Institute for Economic Research
added these two new features in order to measure the need for the ‘Big Data’ accumulation in the EU economy.
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data patterns. It is also designed to work on clusters of
inexpensive hardware, ensuring data availability without losses, even when some servers do not work.
− Pig and Hive – SQL-like languages for constructing MapReduce applications on large volumes of
data. Pig requires MapReduce and HDFS, while Hive –
Data Warehouse and HDFS.
The use of Hadoop technologies in handling large
volumes of data reduces the time for their processing
and their equipment costs, increases sustainability and
performs painless horizontal scalability.
Applied aspects of big data in business
A year ago, the major users of big data technologies were IT giants such as Facebook or Yahoo, willing
to analyze their Web users’ routing information. Today
these technologies are used by any company successfully positioned in the market. Modern electronic users
readily leave their personal data in the digital space.
Their purpose is to obtain certain information or to gain
access to the desired content. Through forums, social
networks, online polls, they make their likes and dislikes
public. Using this data by means of the big data tools
allows for carrying out various business analyses and
forecasts. The major economic industries that are increasingly interested in the possibilities of big data at the
moment are:
• commerce. Or rather retailing in realizing sales
to the end user. Here, the use of big data is directed to:
− automatic forecasting of consumer demand;
− optimal planning of promotional campaigns;
− conducting an effective pricing policy and marketing strategies;
− responding to any market fluctuation if necessary.
• banks. In banks big data is used in:
− assessing the creditworthiness of a bank’s customer;
− offering banking products personally;
− receiving information promptly;
− preventing suspicious transactions.
• telecommunications. Here big data is used for:
– customer segmentation;
– studying the preferences and assessing the profitability of different user groups;
– managing customer loyalty.
The power of big data technologies involves working and making business decisions using the maximum
amount of data. The more data, the more substantiated
analyses and forecasts. In this regard some good practices in the use of big data can be presented.
• Amazon. Creating and changing business models.

Until recently shopping from Amazon was the typical online shopping. The power of big data, however,
made it possible to offer customers an electronic shop
assistant through which information about each transaction with each buyer is stored. This information is used
in real time to identify and offer what the customer
needs. Amazon is expected to provide a service for predelivery of goods1. It is used to send goods for which the
Big Data analyst has forecasted that the customer will
also pay.
• Facebook and Google. Data collection and
analysis.
Facebook and Google have turned big data collection and analysis into business models. Both giants use
the available data to attract analysts and advertisers.
Much of the revenues of the companies are namely from
advertising and sale of data to carry out market research.
The difference between the business models of the two
IT giants is in the data source. With Facebook this is the
personal information posted by users in the social network. With Google the data is from the free services that
the corporation offers its users such as GoogleSearch,
Gmail, YouTube, GoogleTalk, GoogleDocs, Google+,
GoogleMaps.
Conclusion
The problem is not that organizations create huge
volumes of data, but the fact that they cannot use them
optimally. A large part of this data is not structured and
the traditional relational databases do not have tools to
process them effectively. Taking into account the frequent data update, it could be concluded that an alternative to the traditional methods of data analysis today is
the technologies to manage big data. Knowing and using
those leads to the following advantages:
• the possibility to analyze huge volumes of information, unlike the currently known approach to draw
conclusions on limited data (excerpts)2;
• management of information in its actual state
and not of purified (ideal) data3;
• finding out the interdependences in the data and
not looking for a specific causality.
Big data is and will continue to be important for the
business and the IT sector. The combination of social
data, mobile applications and CRM records, allows to
create forecasts and successful models of corporate behaviour. Using the technologies for processing big data,
companies get the IT tools which make it possible to:
• analyze large volumes of data related to:
– profitability and customer behaviour;
– operational analyses.
• create predictive models for:
– the customer’s market interests;

1

The grounds for this are the patents, which are registered by Amazon.
Weaknesses of random sampling – up to 3 % error; lack of detail.
3
Data warehouse (DW) is often called online analytical processing (OLAP).
2
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– the volumes of production and sales of goods and
services;
– the creditworthiness of corporate and personal
customers.
• optimize business processes based on predictive models.
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Ташкова М. А. Великі дані – новий виклик,
що стоїть перед бізнесом
Сьогодні існує багато джерел, які створюють
великі обсяги даних. З одного боку, – це самі люди,
які здатні генерувати інформацію самостійно, використовуючи Інтернет і соціальні мережі. З іншого
боку, з появою Інтернету речей ними стають не
тільки користувачі, які генерують інформацію, але й
більшість пристроїв, які використовуються користувачами щодня. Сила технологій переробки великих
даних передбачає роботу і прийняття бізнес-рішень,
використовуючи максимальну кількість даних. Чим
більше даних, тим більше обґрунтовані аналізи і
прогнози. Виклик полягає у такому: за допомогою
яких технологій переробка цих великих обсягів даних може здійснюватися.
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Ключові слова: великі дані, обсяг, швидкість,
різноманітність, достовірність, вартість.
Ташкова М. А. Большие данные – новый вызов, стоящий перед бизнесом
Сегодня существует множество источников,
которые создают большие объемы данных. С одной
стороны, это сами люди, которые способны генерировать информацию самостоятельно, используя Интернет и социальные сети. С другой стороны, с появлением Интернета вещей ими становятся не
только пользователи, которые генерируют информацию, но и большинство устройств, которые используются пользователями ежедневно. Мощь технологий обработки больших данных подразумевает
работу и принятие бизнес-решений, используя максимальное количество данных. Чем больше данных,
тем более обоснованными будут анализы и прогнозы. Вызов заключается в следующем: с помощью
каких технологий переработка этих больших объемов данных может осуществляться.
Ключевые Слова: большие данные, объем, скорость, разнообразие, достоверность, стоимость.
Tashkova M. A. Big data – the new challenge
facing business
Today there are many sources that create large volumes of data. On the one hand, these are the people
themselves, who are able to generate information on
their own using the Internet and social networks. On the
other hand, with the advent of the Internet of Things it
is not only users that generate information, but also most
of the devices that are used daily. The power of big data
technologies involves working and making business decisions using the maximum amount of data. The more
data, the more substantiated analyses and forecasts. The
challenge now is – what technologies these large volumes of data could be managed with.
Keywords: big data, NoSQL, hadoop, volume, velocity, variety, veracity, value.
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THE EFFECTIVENESS OF GREEN CERTIFICATES – EVIDENCE FROM POLAND1
1. Introduction
Reconciliation of economic targets with environmental policy goals requires the separation of economic
growth from its negative consequences: extensive use of
natural resources and the GHG emission. This is particularly important for those countries, whose development
objective is to lower the economic gap. One of the solutions is the development of clean energy technologies.
However, due to relatively early stage of development,
the use of renewable sources is currently not cost competitive with long-established fossil fuel-based energy
technologies [IEA 2011]. Therefore, the question is:
how public policies can foster technological progress in
the field of clean energy technologies [REN 21, 2015;
Hoppmann at al 2013; Mowery et al. 2010].
The paper focuses on the effectiveness of green
certificates in transforming Polish electricity system and
fulfilling the requirements of climate policy. The remainder of this paper is structured as follows: Section 2
provides an overview of the literature and past studies
dealing with the path dependency, technology and carbon lock-in as well as innovation effect of deployment
policies. Furthermore, the initial theory framework of
the study is presented. Sections 3 and 4 introduce the
research case of Poland. The discussion of implications
for theory and policy makers is presented in Section 5.
2. Path dependency, technology and carbon
lock-in
Path dependency implies that the economics of future technology – related decisions depend crucially on
previous decisions and investments [North 1990; Arthur
1989]. The path dependency in the electricity sector is
the result of many factors. Firstly, specific effects connected with the implementation of energy technologies
exist. These are [Foxon 2002; Unruh, 2000; Sorrell and
Sijm 2003]
− economy of scale and learning effect – originating as a result of lowering fixed costs together with the
increase in production volume and business experience,
− adaptive expectations – as a result of which, the
production growth is followed by the lower level of uncertainty concerning quality, functioning and durability
of technology,
− network or coordination effects – occur as a result of cooperation between companies adopting the
same technologies.

The review of organization, institutional and transition theory has addressed lock-in mechanism form different point of view and distinguish other explanations
for it. The main rationales are [Klitkou et al. 2015; Van
den Bergh and Oosterhuis, 2008; Foxon 2002]:
− informational increasing returns – occurring because the adoption of a technology is followed by
greater attention which in turn stimulates other users to
adopt it;
− technological interrelatedness – occurring because the adoption of a technology favours the development of complementary technologies, decreases technological uncertainty, while potential users may adapt
their expectations regarding quality, endurance and the
performance of the technology. Technologies which are
incompatible with the dominant technological regime
are, however, locked out;
− collective action – refers to the emergence and
subsequent reproduction of societal norms, customs,
consumption patterns and formal regulation through coalition building in associated networks of individuals
and organisations;
− institutional learning effects – concerning the
outcome of the increased adoption of institutions, which
makes them rather complex and difficult to change,
while at the same time providing improved coordination
and adaptive expectations;
− asymmetries of power – strong political actors
can impose rules on others and force changes to the rules
to enhance their power. Within lock-ins, institutions and
organisations develop symbiotic relationships and favour incremental instead of radical changes.
The above mentioned phenomena decide, that production of energy in the frame of fossil-fuel technologies is economically more profitable than RES-E technologies. Additionally, the existence of path dependency creates increased tendency for investment in existing technologies. Due to this fact, enterprises using fossil-fuels will be more willing to undertake investment in
such sectors [Lehman and Gawel, 2013; Acemoglu et
al.,2012] and the sector will show a tendency to preserve
the energy-mix. Because of this, the market forces,
without the support from the State, may appear insufficient to conduct significant technological changes and
stimulate RES deployment [Marschinski and Schmidt,
2009].

1

This paper benefited from funding of the European Union Seventh Framework Program (FP7/2007-2013) under grant
agreement no. 266800(FESSUD).
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The second factor influencing the creation of path
dependency in the electricity sector is the big scale of
investment and long investment period. This concerns
both, the construction of power plants, as well as
transport and transmission infrastructures [Matthes,
2010; Neuhoff, 2005; Sorrell and Sijm,2003]. What is
important, many of these investments are of difficult irreversible decisions, which means the lack of possibility
to recover invested capital and increased investment
risk. Moreover, electricity is a homogeneous good.
Therefore, energy produced in traditional technologies
and alternative sources will be almost a perfect substitute. Due to this fact, new energy technologies can compete with the traditional ones only on the price level.
Thirdly, technological path dependence is strengthened by the development of institutions, understood as
sector rules, originating and evolving together with the
energy system. This phenomenon is described as
techno-institutional complex [Geels, 2004; Unruh,
2000].

3. Transition towards the low carbon economy
in Poland
There is a broad consensus that an internationally
coordinated response to the threat of climate change is
needed and that a lack of action will impose very high
costs, especially on poorer countries. European Union
has taken a proactive stance within the international
community’s ongoing negotiations by setting a unilateral target of a 20 percent reduction in emissions by
2020. EU members therefore face specific obligations
for climate action and Poland faces a particular challenge in CO2 mitigation because of its heavy reliance on
domestic coal.
Transformation of Polish economy allowed for a
strong decrease in the level of emissions (fig. 1). This
was, most of all, the result of a restructuring process and
the increase in industrial efficiency, technological development as well as an increase in the efficiency of energy processes. However, the link between growth and
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Fig. 1. Economic growth and the GHG emissions in Poland, 1990-2014
Source: Eurostat 2015a, World Bank 2015, own calculations.

emissions has re-emerged in recent years. This results,
among others, from the fact that energy efficiency, besides significant increase, still remains on the level
lower than the EU average.
The factor which most significantly influences the
level of emissions in the Polish electricity sector is the
strong dependence on coal. Over 80% of energy is generated from coal and lignite, which distinguishes Poland
among European States (fig. 2) [EU Energy in Figures,
2015]. Taking into consideration the specificity of
Polish energy sector, the 20-20-20 package requires Poland’s energy-intensive sectors to contribute to the EU
target of a 21 percent reduction (compared with 2005).
In Poland, approximately 60 percent of CO2 emissions
Економічний вісник Донбасу № 4(46), 2016

in 2005 were generated in the ETS sectors (compared
with about 40 percent in the EU as a whole). For the less
energy-intensive non-ETS sectors, the package requires
a reduction in emissions by 10 percent compared to
2005 in the EU27, while allowing emissions from Poland’s non-energy sectors to increase by 14 percent. The
road map for fulfilling this requirements indicates the
need for wider use of low-carbon energy sources. So far,
most of policy measures were focused on deployment of
renewable energy sources. The potential of Poland in the
scope of RES development covers energy from direct
use of solar, wind, geothermal sources, water as well as
energy produced from solid biomass, biogas and liquid
biofuels.
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Fig. 2. Electricity generated from coal in the EU Member States, 2013
Source: EU Energy in Figures 2015, own calculations.

High growth dynamics was reached mainly as a result of the obligations to purchase energy and heat from
renewable energy sources as well as providing the support for investment in the renewable energy sector. In
the 2005-2016, the main tool for support was the system
of obligation quota, together with the system of tradable
certificates of origin – so called green certificates. These
mechanisms covered the electricity and fuel(biofuel)
sectors.
The system of obligation quota imposes the obligation on the energy supplier to sell energy from renewable sources to the end customers. In case of not managing the right amount of renewable energy produced in
own power plants, the energy companies can purchase
certificates of origin (green certificates) on the Polish
Power Exchange or make a ‘compensation payment’.
The level of the compensation payment is fixed once a
year by the energy market regulatory. Energy companies, which do not fulfill their obligations to purchase
green certificates or pay substitutionary fee, are imposed
with financial penalties, which are transferred to the National Fund for Environmental Protection and Water
Management. Until the end of 2009, such financial
means could only be spent on investment support in the
scope of renewable energy sources, however, from 2010
they can also be dedicated to other projects.

Other mechanisms of support for the development
of RES in Poland include:
− loans and grants dedicated to renewable energy
sources projects,
− obligation to purchase all electricity produced
from renewable energy sources,
− subsidizing costs of the connection to the grid,
− exemption from concession fees,
− exemption from the excise tax.
This system appeared to be effective in stimulating
investment in the most developed and economically attractive technologies connected with renewable energy,
allowing Poland to increase share of renewable energy
sources in energy balance in the most cost-effective way
(fig. 3). It should be underlined, that the balance for renewable energy sources in Poland is not balanced, and
the RES supply is dominated by biomass (in 2013 80,0%
of supply of renewable energy originated from this
source) [GUS, 2014]. This situation is conditioned by
the selection of instruments supporting the development
of renewable energy sources. The key mechanism so
far – system of green certificates – can be effective in
the scope of stimulating development of sources with
the highest level of technological advancement, that is
biomass combustion and on-shore wind farms.
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Fig. 3. RES capacity installed in energy sector in Poland, 2005-2014
Source: URE 2015, own calculations.

4. Effects of technology lock-in on the green certificate market in Poland
The aim of policy is to create competitive pressure
on renewable energy producers and stimulate the improvement in energy efficiency. Poland chose and implemented a system of certificates of origin and tradable
‘green certificates’. We should remember, that this market was not created spontaneously, but was organized by
the public authority as a highly regulated market. Entities operating on the market for green certificates were
forced to participate in it by the means of administrative
force, although without the exclusion of economic bill
(enterprises can pay a substitutive fee). It was assumed,
that together with the increase of competitiveness in re-

newable technologies, all form of support for technologies with business applications would be withdrawn
from the market. All the same, the market for certificates
would become a fully competitive towards different
technologies.
Applied mechanisms initially functioned acceptably, shaping conditions for the development of renewable energy sector in Poland and allowing changes in the
energy mix. This situation changed suddenly in 2011,
when the first serious crisis in the renewable energy sector took place. Prices for green certificates started to decrease rapidly and this situation lasted until the beginning of 2013. These changes created sudden drop in the
profitability of investment projects and put on hold the
realization of several projects (fig. 4).
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Fig. 4. Green certificate prices and compensation payment in Poland
Source: Polish Power Exchange, Energy Regulatory Office, own calculations.
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The reason for the collapse of prices for green certificates was a specific structure in the RES use, what
means the common use of coal and biomass in the cofiring processes. The main reason for the development
of this technology (44% of energy produced in 2012) is
the fact, that its use with previous producers was relatively cheaper than the construction of new installations
using single renewable source (wind, solar energy).
With co-firing, the required investments concerned
modernization and adaptation of existing systems and
infrastructure. What is more, both: new and modernized
production units, were entitled to the certificates of
origin. Considering the development of renewable
sources, this situation makes it difficult to increase effectiveness in the use of renewable source potential and
create actual technological break-through in energy sector. This can be recognized as the mechanism of lock-in
related to the economies of scale as well as learning effects. The result of technology dominance using co-firing was hampering the development of classical, homogeneous technologies using RES due to their lower competitiveness.
The co-generation technology had also an influence on the functioning of green certificates result. In
this market segment, big producers have an advantage
over the smaller players. This concerns both experience
advantage, as well as the method of organization. As a
result, big electricity enterprises are the main market
players, which can influence on the trade conditions
with their decisions. The increased use of co-generation
technology contributed to the creation of surplus in the
amount of energy classified as ‘green’ and the collapse
of certificates of origin in 2011.
The reason for the lack of effectiveness on the
green certificates market is also related to the institutional lock-in resulted from the network externalities
and informational increasing returns. The lack of diversity in green certificates depending on the technology
applied in the production of energy in RES and supporting co-firing technology led to the increase of biomass
import. Due to limited possibilities to obtain this raw
material in natural way (e.g. from forestry), incentives
for biomass producers from energy cultivations or
wastes and left-overs from agricultural production were
introduced. However, in reality, the demand of domestic
market extorted the import of biomass. In the face of the
green certificate market collapse, agreements with domestic producers of biomass were terminated. The effect of such activities were the protests of growers and
the threat of bankruptcy of several agricultural farms.
Subsidizing co-generation disrupted in this case the
competition between conventional and dispersed energy, creating unjustified pressure on the increase of
prices for energy end users, who bear the final cost of
supporting RES.
Smaller producers are in a relatively worse situation, operating outside energy groups, unconnected with
long-term contracts for the acceptance of energy as well
as investors, who have not completed the process for

starting energy installations yet. The most endangered
groups are here small investors, whose activity is financed from own sources, supported by subsidies from
environmental funds, requiring the guarantee of investment permanence.
5. Implications for policy makers
The problem of technology lock-in acquires a particular importance in the context of influence of technology choices on the natural environment. The case of Poland indicates implications for the policy of limiting
CO2 emissions through the development of renewable
energy sources. Fundamentally, one can conclude, that
deployment policies are effective instruments to stimulate investment. The system of green certificates is not,
however, the mechanism that could effectively stimulate
the development of more expensive technologies in the
scope of renewable energy sources. What is more, the
instability of prices for green certificates creates barriers
for small entities, which finance investment projects according to commercial rules. The complex deployment
of renewable energy sources requires greater support for
less developed technologies and the elimination of main
investment barriers.
Current technologies, using fossil fuels, have benefited from a long period of increasing returns. This development created the occurrence of a lock-in phenomenon, which involves different but interrelated rationales: (1) an institutional rationale that has legal and political dimensions and (2) a technical rationale that has
technological and economic dimensions. However, this
can also provide some clues about the policies to unlock
the development of new, more sustainable technologies.
An unlocking impetus can come from a change in legislation, such as when the EU and national legislation
stress the importance of emission reduction and decarbonization of the economy. Also state policies that can
act to promote the increasing returns in more sustainable
technologies have the potential to stimulate the development and take up of those technologies much more rapidly than would otherwise be the case. The impetus can
also come from changes in the political orientation of
ruling parties or changes in the political majority that
displace the order given to economic and ecologic preferences [Corvellec at al. 2013]. It can come from economic changes such as an increased demand for nonfossil fuels for electricity or heating systems. Renewals
and transformations make it possible to introduce new
technologies.
The main justification for intervention in the process of technology diffusion is the greater ability of the
state to coordinate technological choices undertaken in
the frame of market mechanism. Another element is the
possibility to reach environmentally superior timing
[Carillo-Hermosilla 2006]. Besides keeping policy-induced market growth at appropriate levels, policy makers can design deployment policies in a way that staggers incentives according to different technologies
[Hoppmann 2013]. Providing greater support to promis-
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ing, but less mature technologies can favour the building
of portfolio for alternative sources of energy, which with
time can outperform current technologies. Financial incentives can take here the form of capital subsidies, tax
credits or hypothecated revenues [Foxon 2002]. These
instruments reflect different stages of technological development. Capital subsidies are more appropriate for
technologies that are still at the demonstration stage.
Tax credits may be more appropriate to help overcome
the barriers that prevent the take up of cost effective
technology improvements (e.g. split incentives, limited
access to capital) for decision-makers acting under
bounded rationality, as they provide both a direct financial incentive and a signal to look for other cost savings.
Hypothecation involves the revenues from standard environmental policy instruments - tradable permits and
regulation - to support environmental innovation.
However, according to the “paradox of entrenchment”, the conditions for the lock-in of a desired new
technology must be created in order to overcome the
lock-in of an incumbent one [Walker 2000]. This suggests the challenge for policy makers, as it is necessary
to change the structuring context in which the current
energy system exists and create conditions to facilitate
the realization of the new system [Lee and Gloaguen
2015].
Lock-ins are matters of co-evolutions [Geels 2005]
and in order to overcome lock-in, the policy makers
should reorient an array of interrelated factors [Mattauch 2015; Könnölä et al. 2007; del Río and Unruh
2006]. Understanding the reasons for the formation of
lock-out effect is the key to undertake efforts aimed at
streamlining the development. The policies, laws, plans,
and programs need to acknowledge the local practices
and the local lock-ins that hamper sustainability.
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Мазуркєвич І. Ефективність зелених сертифікатів – дані щодо Польщі
У статті розглядається роль технологічного та
інституційного «блокування вуглецю» в якості
бар'єру для впровадження інновацій в енергетичному секторі, які сприяють сталому розвитку, з подальшим визначенням і пропозицією адекватних політичних заходів. Проаналізовано взаємодію чинника «блокування вуглецю» та чинників інноваційного сталого розвитку в контексті соціально-технічних і технологічних трансформацій. Дано рекомендації, що передбачають внесення змін і доповнень
до нормативно-регуляторної бази (на прикладі
Польщі), відповідно до сучасних вимог ринкової системи, що забезпечують ефективне функціонування
останньої, за умови прагнення досягнення поставлених стратегічних цілей сталого економічного розвитку.
Ключові слова: поновлювані джерела енергії,
взаємозалежність факторів у розвитку, блокування
вуглецю, енергетичний сектор, сталий економічний
розвиток, зелені сертифікати, ефективність.

Мазуркевич И. Эффективность зеленых сертификатов – данные относительно Польши
В статье рассматривается роль технологической и институциональной «блокировки углерода» в
качестве барьера для внедрения инноваций в энергетическом секторе, способствующих устойчивому
развитию, с последующим определением и предложением адекватных политических мер. Проанализировано взаимодействие фактора «блокировки углерода» и факторов инновационного устойчивого развития в контексте социально-технических и технологических трансформаций. Даны рекомендации,
предусматривающие внесение изменений и дополнений в нормативно-регуляторную базу (на примере
Польши), в соответствии с современными требованиями рыночной системы, обеспечивающими эффективное функционирования последней, при условии стремления достижения поставленных стратегических целей устойчивого экономического развития.
Ключевые слова: возобновляемые источники
энергии, взаимозависимость факторов в развитии,
блокировка углерода, энергетический сектор, устойчивое экономическое развитие, зеленые сертификаты.
Mazurkiewicz J. The effectiveness of green certificates – evidence from Poland
The paper examines the role of technological and
institutional lock-in as a barrier to more sustainable innovation in the energy sector, and the implications of
this to for determining appropriate policy responses.
The paper, with theoretical input from path-dependency,
technology and carbon lock-in as well as innovation effect of deployment policies, presents a qualitative study
of the factors that influenced the evolution of tradeable
green certificates in Poland.
The path dependency has been reinforced by the
lock-in mechanisms: economies of scale, economies of
scope, network externalities and informational increasing returns. Hence, the characteristics of current regime
set the conditions for the development of new transition
pathways. The incumbent socio-technical regime is not
just fossil-based, but may also include mature niches
specialised in the exploitation of renewable sources.
This implies a need to distinguish between lock-in
mechanisms favouring the old fossil-based regime,
well-established (mature) renewable energy niches, or
new pathways. It also provides the justification for intervention in the process of technology diffusion: the
greater ability of the state to coordinate technological
choices undertaken in the frame of market mechanism.
Keywords: renewable energy sources, path dependency, carbon lock-in.
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OPPORTUNITIES FOR IMPROVE THE PROCESS OF TRAINING
OF CUSTOMS OFFICERS
Introduction
The changes imposed in the European Union (EU)
under the ‘Europe 2020’ strategy for smart, sustainable
and inclusive growth affect the employees of the customs administration. The ‘Customs 2020’ programme is
developed to meet the new challenges in the field of customs [1]. One of its priorities is the development of human resources competencies through training. It gives
the opportunity to improve the knowledge, skills and
competencies of customs officers.
The object of the study is the training of customs
officers, and the subject is the different methods, types
and forms of training, creating opportunities to improve
their knowledge and skills. The aim is through studying
the process of training of the Customs Agency specialized administration staff to identify its strengths and
weaknesses and formulate proposals to improve it. With
regard to the aim set, the following tasks are defined:
• characterizing the competencies under the EU
Customs Competency Framework, which customs officers are required to gain;
• analyzing the activities, included in the training
process in the Customs Agency;
• studying the types, methods and forms of training, used to enhance the competencies of customs officers and applied in the Customs Agency;
• identifying the strengths and weaknesses in the
process of training of customs officers and formulate
proposals for its improvement.
The study was carried out based on the annual reports of the National Customs Agency and covers the
period 2011-2015.
1. Characteristics of the competencies under the
EU Customs Competency Framework, which customs officers are required to gain
In recent years, the human resources management
competency model based on learning, developing skills
and competencies of the employees has received great
popularity and has become a “key strategy for increasing the effectiveness and potential of organizations” [2].
The benefits of introducing the competency model are
manifested in various areas– in recruitment, job performance and employee training.
The human resources management competency
model is also applied in the customs administration. In
this regard, the process of updating the Customs ComЕкономічний вісник Донбасу № 4(46), 2016

petency Framework in the EU began in 2013, aimed at
providing the same quality of customs services throughout the European Union (EU). The main objectives pursued by its implementation are related to:
• establishing standards related to the necessary
knowledge, skills and behaviour that customs officers
must possess in order to perform their functions effectively and uniformly throughout the Union;
• increasing the efficiency of customs administrations in the EU by providing a better quality of customs services.
The EU Customs Competency Framework is one
of the directions of ‘the Dublin Strategy’– a strategic
performance framework for the customs profession for
the period 2012-2015. It was developed on the basis of
the professional standards of the PICARD World Customs Organization (WCO)and defines the competencies
EU customs officials must have in order to perform their
functions effectively and uniformly. In terms of content
the Competency Framework encompasses all position
levels within the customs administration, divided into
10 functional areas covering the main activities in customs (Politics, Customer Management, Risk, Processing
Returns, Control, Investigation, Law Enforcement, Audit, Auxiliary Functions and Cross Functions). It includes 72 competencies together with the appropriate
proficiency levels, divided into the following four
groups [3]:
customs core values, also called key competencies
(7). They include the basic competencies every person
at a certain position at customs must have, namely
strong ethics, high integrity, etc.;
professional competencies (25). These include
professional knowledge and skills necessary for successful performance. They are applied in a broader professional context and include: problem solving; data
management, analytical thinking; decision-making,
etc.;
operational competencies (21). These competencies are specific in nature, as they are related to the actual performance of the official duties of customs officers. In order to ensure that customs officers will successfully fulfill their tasks, operational competencies should
be combined with professional or managerial competencies. Operational competencies include: understanding
of customs activities; processing customs declarations;
control of goods; customs procedures; law enforce-

175

Z. Gancheva
ment; customs investigation; customs tariff and tariff
classification; determining the customs value and the
origin of goods; risk analysis etc.;
management competencies (19). These are intended to be competencies that are of specific use for
people with a management function in the customs administration. They include: visionary leadership; process management; strategic management of the supply
chain and information technologies, etc.
Customs officers need to achieve different levels of
proficiency in professional, operational and managerial
competencies, according to their specific role, responsibilities and tasks. The levels of proficiency range from
‘Level 1’ to ‘Level 4’ as follows: Level 1 ‘awareness’;
Level 2 ‘trained’; Level 3 ‘advanced’ and level 4 ‘expert’. The main customs competencies are not level-assessed as customs officers are expected to have a thorough command of them. Therefore, they are assessed at
the stage of staff recruitment by using standardized tests
for psychological fitness.
In addition to the general competency guidelines,
the competency framework also covers specific guidance related to the development and implementation of
adequate professional and academic curricula for the
training of customs officers. The EU Customs Competency Framework serves as a basis for establishing a
common framework for training, with a view to support
the European customs administrations in providing the
knowledge and skills necessary for the customs profession. In this regard, in the period 2014-2015, the national
competency framework in the process of human resource management was introduced [4]. As a result, the
newly recruited for customs officers were harmonized
and updated in accordance with the EU programmes
based on the Customs Competency Framework.
The application of the competency model in the
process of human resources management is crucial both
in the recruitment of staff for customs administrations
and in their subsequent training. To ensure high standards of customs services, customs must meet the challenges of the dynamically changing conditions during
the controls over the protection of economic, financial
and social interests of the EU. This requires that customs
officers permanently update and expand their
knowledge and skills. One way of doing this is to organize training sessions for them. In ‘knowledge-based
economy’, training should be an ongoing process. Systematic enrichment of knowledge and new skills benefit
both customs administrations and customs officers. The
benefits of employee training find expression in increasing their professional competencies and qualifications,
better opportunities for career development, etc.
2. Analysis of the activities included in the Customs Agency training process
The proper organization of the process of training
is important to maintain the level of professional com-

petencies of customs officers. The application of a systematic approach to training of staff means consistent
implementation of the activities included in the training
process [5 p. 37], namely: identifying the training needs,
organizing the training process and assessing the
achieved results. In the Customs Agency, these activities are completely within the functions and authorities
of the officials of the National Training Centre (NTC)
Directorate and the Regional Training Centres (RTC).
• Identify training needs. Activities related to the
identification of the training needs and planning are
essential to the training effectiveness. The needs for acquiring new knowledge and skills [6] must be determined on the basis of planning at customs administration level, functional level and individually for each customs officer. In the Customs Agency, planning is related
to identifying the needs at customs administration and
functional department levels. Determining the individual training needs of customs officers is not widely practised. The training needs are studied based on the opinions and judgments of the heads of customs and the direct superiors.
The Customs Agency has developed a system for
activity planning in determining the need for training,
which is bound with its strategic objectives. At the end
of each calendar year, an annual training programme for
customs officers for the next year is approved by order
of the Director. The programme covers basic topics,
which should improve the knowledge and skills of employees, taking into account legislative changes in various spheres of the customs activity and the Customs
Competency Framework. For instance, the training programme for customs officers in 2015 at national level
included conducting 130 seminars, courses and workshops in the following areas: information systems; implementation of measures by the customs authorities for
the protection of intellectual property rights; customs intelligence in the field of drug trafficking; combating illicit trafficking and the spread of weapons of mass destruction, as well as strengthening customs controls of
dual use goods; rules for the organization of the work of
customs officers when applying the provisions for authorized economic operators, etc. Some of the planned
training sessions for 2015 at national level were not conducted (only 106 out of 130 planned). When comparing
the planned training fields in the annual programme for
2015 with the problem areas in the activities of customs
authorities, it is found out that there were no issues related to the customs value, origin of goods and tariff
classification. These are areas requiring competence
levels of proficiency 2 (trained) for employees at operational positions, respectively 3 (advanced) and 4 (expert) for those at expert positions. Training of customs
officers in the field of tariff policy was planned to be
held at regional training centres. This was also observed
in previous years. The thematic areas emphasized in
subsequent trainings at national level were in the field
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of customs intelligence and investigation, excise duties,
customs clearance of the Common Agricultural Policy
(CAP) goods and information systems.
• Conduct training
The Customs Agency has established its own training centres, forming part of its organizational structure,
where the training of customs officers is conducted –a
National Training Centre in Sofia and Regional Training
Centres in Ruse and Plovdiv. They conduct two types of
training – compulsory and subsequent specialized
training covering three groups of employees, namely
new employees in the customs administration, customs
officers at expert positions in different fields of the customs and customs officers appointed for the first time in
a managerial position [7].
For newly recruited employees in specialized customs administration a 7-month compulsory basic
course is organized which includes theoretical and practical modules. The aim of the course is that trained customs officers should obtain a wide range of basic
knowledge and practical skills, necessary to perform
their duties. Training is conducted in the NTC based on
a programme unified with the programmes of the other
EU member countries. The programme is based on a syl-

labus developed by the European Commission for common EU training in the field of initial customs training,
which is periodically updated with any changes in customs legislation. The main subjects taught in the course
are related to the common agricultural policy, customs
procedures, customs legislation of the Union, customs
value and origin of goods, border control at the external
borders of the Union, follow-up control, customs intelligence, etc. [7].
To maintain and increase the level of professional
competence of customs officers, subsequent specialized
training is provided. It is aimed at employees at operational and expert positions and those who are appointed
to managerial positions for the first time. Training is
held annually under the Customs Agency annual programme, as administration provides training for each
customs officer within no less than five days a year.
Subsequent training is conducted on the basis of the EU
programmes and the World Customs Organization. Joint
training with professional organizations, other ministries and departments is also organized.
The analysis of data from the annual reports on the
performance of the Customs Agency [8] shows that 22
training sessions on average were conducted monthly
for the period 2011-2015 (table 1).
Table 1

Number of conducted compulsory and subsequent specialized training sessions
and trained customs officers for the period 2011-2015

Year

Number of
conducted
compulsory
training
sessions

Number of
conducted
subsequent
specialized training
sessions

2011
2012
2013
2014
2015
Total:

6
5
7
3
6
27

379
275
203
227
186
1 270

Total number of
Total number of
customs officers
conducted compulsory
trained in the
and subsequent
compulsory and
specialized training
subsequent training
sessions
sessions

including

at national level at regional level
135
244
137
138
100
103
97
130
106
80
575
695

385
280
210
230
192
1 297

4 568
3 416
3 477
4 066
3 190
18 717

including
Number of
Number of customs
customs officers
officers trained in
trained in the
the subsequent
compulsory
training session
training sessions
131
4 437
126
3 290
235
3 242
95
3 971
171
3 019
758
17 959

Source: National Customs Agencyhttp://www.customs.bg/bg/mag/61, http://www.customs.bg/bg/mag/82, http://customs.bg/bg/mag/90, http://customs.bg/bg/mag/96, http://customs.bg/bg/mag/103.

The number varies greatly in the different years–
from 33 in 2011 to 16 in 2015. More than half of the
trainings were conducted at regional level (55%).On average, each employee participated in 7 training sessions1[9] during the studied period. One of the priorities
in the Customs Agency training sessions is the initial
basic course, which is compulsory for newly recruited
staff in the customs administration. Within a five-year
period, 5 basic courses were conducted on average, with
a total duration of seven months each. On average, 152
newly recruited staff were trained per year as between
28 and 30 employees took part in a basic course.

To organize and conduct the subsequent specialized training, the Customs Agency used the funding opportunities provided by various EU programmes. Over
the last five years, it has participated in over seven projects related to the training of customs officials under the
Operational Programme ‘Administrative Capacity’
(OPAC). On this basis, over 27 training sessions were
conducted in which over 170 customs officers took part.
The training under the implemented projects aimed
mainly to improve the competence of experts in the field
of information systems and to acquire professional
knowledge and skills in programming languages. Only

1

The total number of payroll staff at the Customs Agency as of August 2015 under the terms of the Rules of Organization
is 3362, the operational staff consisting of about 2500 customs officers.
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three of these training sessions were organized for employees working for the subsequent control units.
To effectively perform their duties, employees of
the specialized administration must have good
knowledge in fields other than customs, the more significant of which are in the field of international trade,
chemical industry, commodity science, technologies,
etc. They need knowledge in these fields to be able to
counteract illegal drug trafficking and the spread of
weapons of mass destruction; to prevent illegal trade in
protected species of wild flora and fauna and cultural
monuments of national importance; to prevent the
spread on the domestic market of counterfeit and dangerous goods which threaten the lives and health of consumers.
In this regard, the Customs Agency organizes and
conducts joint training sessions both with the respective
national and international institutions and with branch
organizations. They are based on concluded cooperation agreements. Each joint training session aims at a
specific field in which customs officers have to develop
their knowledge or learn about recent changes in customs legislation and other regulations related to customs
activities. The aim of these joint training sessions is not
only the acquisition of knowledge and skills in their respective fields, but also the improvement of the interaction between customs and other institutions implementing joint control activities both at national and at international level.
Data shows that on average four joint training sessions were conducted annually for the period 2011-2015
[8] (see table 2). This is because they were organized
only when necessary. The main fields in which joint
training sessions were conducted are the following: protection of the species of wild flora and fauna; veterinary
and phyto-sanitary control; identification of dual use
goods; illegal trafficking in weapons and drugs; transborder shipment of waste, etc.
Table 2
Joint training sessions conducted with other
institutions and branch organizations
for the period 2011-2015
Year

Number of joint
training sessions
conducted with
branch organizations

2011

Number of joint
training sessions
conducted with
ministries and establishments
8

2012

8

3

2013

8

7

2014

3

.

2015

.

1

4

Total:
27
15
Source: Customs Agency http://www.customs.bg/ bg/
page/14.
Key: (.) – no data.

The Customs Agency also organizes joint training
sessions with business representatives, especially in delicate fields such as trade in excise goods; goods, infringing intellectual property rights; goods and products with
possible dual use, etc. During the studied period, three
joint training sessions were conducted annually (see
table 2). They aimed to both customs officials and to
economic operators.
Knowledge obtained by customs officers as a result
of this training contribute to increasing the levels of proficiency in their operational competencies –bans and restrictions, law enforcement and investigation. As a result, they can more easily recognize the different products, verify the authenticity of the alcohol, cigarettes,
drugs and the fast-moving consumer goods (FMCG),
identify goods with possible dual use, etc.
To implement the aforementioned types of training
two main groups of methods are applied. In specialized
literature on staff management, they are known as the
methods of on-the-job training and off-the-job training
[10], each of which is conducted in various forms. Both
methods are applied in the process of training of customs officers. Priority is given to the methods of the
first group. They are implemented in the form of workshops, courses, seminars and conferences. The choice
of one form or another depends on the purpose of the
training. Subsequent specialized training, which aims to
update and expand the knowledge and skills of customs
officers is organized mainly in the form of courses,
workshops, seminars [7] on specific topics related to different areas of customs activities. Conferences are relatively rarely used as a form of training as they are considered official scientific forums, requiring more time
and money to be organized. Therefore, conferences are
organized jointly with other customs administrations,
and national or international institutions. The aim of the
compulsory training is that newly recruited staff should
acquire basic theoretical knowledge and practical skills
in the field of customs control activities. Therefore, a
basic course is conducted for the purpose.
The second group of methods used in the training
of customs officers are implemented in the form of job
rotation, distant and e-learning. Their application provides the opportunity for employees to be trained at their
jobs at minimum financial costs. These forms are used
in the subsequent specialized training of customs officers at expert positions.
In the job rotation, customs officers temporarily
change their workplace when it is necessary to perform
the same function or another within the customs administration [11]. As a result, customs officers acquire new
knowledge and skills. The use of this form of training
contributes both to improving the coordination in the
customs teams and to reducing corrupt practices.
In order to improve the training process and its
availability, since 2011 customs officers have been
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given the distance learning opportunity, in specially designed workplaces, on topics included in the Customs
Agency programme. The training sessions are conducted under the ‘Virtual Classroom’ project in the regional training centres in Ruse and Plovdiv, and in the
Regional Customs Directorate in Varna. Since the introduction of this form of training, about 11 training sessions have been conducted to date.
Another method used in the on-the-job training is
self-education/e-learning. It is implemented through the
learning management system (LMS) under e-learning
modules granted by the European Commission. They
can be accessed at the learning management system and
on the Intranet page of the Customs Agency. The training courses are in the following thematic areas: a single
authorization for simplified procedures; authorized economic operators; protecting intellectual property right
(IPR) by customs authorities and a system of registration and identification of economic operators. This form
of training is relatively efficient and convenient as it reduces training costs while providing an opportunity for
employees to study at a convenient time and place.
The above discussed training sessions are attended
mainly by customs officers at operational and expert positions, followed by employees, newly recruited in the
system (see Table 1). The lecturers are mainly experts
and operational customs officers with extensive experience and thorough knowledge of the customs activities.
Relatively rarely, university professors and experts from
various ministries and other agencies deliver lectures
during the training sessions [7]. The training of management staff is organized with the participation of EU experts.
• Assess the outcomes of the training process
Training sessions as well as the results achieved are
of key importance to the training process. Therefore, after completion of training it is advisable to assess the
results. On this basis feedback is received on employees’ satisfaction with the training, its effects and the
need for conducting further training [5 p. 44]. The assessment, based on feedback received from trained staff,
provides an opportunity to assess how effective the applied methods and forms are, and what new knowledge
and skills are acquired as a result of the training.
The preferred method for assessing the level of
knowledge and skills acquired in the process of the
training in the Customs Agency is an exam in the form
of a test, carried out after the completion of training.
Such assessment is only made with basic courses and
training sessions organized under EU programmes.
Training in a basic course ends with sitting for a final
exam, which is held by a commission, appointed by the
Customs Agency Director. Employees who pass the
exam successfully (with a grade over Good 4) are certified as customs inspectors and can perform operational
activities. The participation of customs officers in training sessions organized under the Operational ProЕкономічний вісник Донбасу № 4(46), 2016

gramme ‘Administrative Capacity’ (OPAC) ends with
testing the acquired knowledge and issuing a certificate
or a certification letter. They fill in a feedback form on
the basis of which the degree of satisfaction with the
training is evaluated. An online questionnaire to evaluate the effectiveness of the training is also completed by
newly recruited customs officers at the end of the basic
course.
3. Identifying the strengths and weaknesses in
the process of training of customs officers and formulating proposals for its improvement
Based on the research done, the following
strengths and weaknesses in the process of training of
customs officers were identified:
First. The management in the Customs Agency realizes the importance of training. The Agency has developed a system for planning the activities related to
the identification of the training needs, which is bound
by its strategic objectives and the trends in the customs
policy of the EU.
Second. Joint training for customs officers with
representatives of branch organizations, other ministries
and departments is relatively well developed. It is applied mainly in delicate fields such as trade in excise
goods; goods infringing intellectual property rights;
goods and products with possible dual use; protected
species of wild flora and fauna, etc. The knowledge acquired as a result of joint training in specific areas contributes to increasing the levels of proficiency in operational competence of customs officers –bans and restrictions, law enforcement and investigation.
Third. The basic training of newly recruited staff
in specialized customs administration is a compulsory,
planned and organized activity, complied with the European requirements for training customs officers.
Fourth. Various methods and forms of training
process implementation are used. With regard to the
compulsory training of newly recruited employees, the
traditional forms of training, namely courses are applied. In conducting subsequent specialized training of
staff, the Customs Agency uses not only traditional
forms but also alternative ones. In order to improve the
training process and its availability, customs officers are
provided the opportunity to attend distant and e-learning
modules.
Fifth. Training planning in the Customs Agency
relates to determining the needs at customs administration and functional departments levels. The planning of
activities related to determining the employees’ individual training needs is not widely practised.
Sixth. At national level, the emphasis in subsequent specialized training is placed on areas such as customs intelligence and investigation, risk analysis, excise
duties and information systems. Topics related to problem areas in the activities of customs authorities such as
customs value, tariff classification and origin of goods
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are not included. They are rather a priority in the training
programmes at regional level.
Seventh. Training outcomes assessment is obligatory in regard to the acquired knowledge and skills in
the Customs Agency at the end of basic training courses
organized under EU programmes.
Based on the identified strengths and weaknesses
in the process of training of customs officers, the following proposals for its improvement can be formulated:
First. The individual needs of customs officers to
improve their operational competencies should be taken
into account when determining the training needs of the
customs administration. For this purpose, it is recommended that checks to determine the level of general and
specific knowledge of customs officers should be regularly carried out at regional level. The results must be
used as a basis for determining the need for organizing
and conducting training sessions. The latter should be
intended for the group of employees who have shown
unsatisfactory results in particular functional area.
Second. The training policy regarding the Customs
Agency employees aims to ensure the proper and uniform application of the EU and the national customs legislation. It is determined by the trends in the EU customs
policy, the objectives set out in the Annual Plan for employee training and the Development Strategy of the
Agency during a particular period. All this determines
the themes or topics to be included in the training sessions at national level. When planning the training sessions at regional level, it is recommended that topics
should be determined in compliance with the functional
areas where operational officers must maintain high levels of customs competency.
Third. The assessment of the results is a necessary
part of the training process. Otherwise, training sessions
will be of no use. For this purpose, it is appropriate to
regularly evaluate to what extent training in the training
centres has led to improving employees’ work. A criterion can be the annual performance evaluation, which is
done by direct superiors, based on the following criteria:
‘level of achievement of the individual plan objectives’
and ‘demonstrated competencies’ [12]. The Information
for the annual evaluations of the employees must be sent
by the Regional Customs Directorate –the Human Resource Management Department to the regional training
centres, respectively to the National Training Cenre.
Thus, on the basis of a structural analysis, carried out
based on information for the annual performance evaluation, it can be determined what part of the trained employees have achieved ‘exceptional performance’ or
‘unacceptable performance’ [12].
Fourth. The evaluation, based on feedback on the
employees’ satisfaction with the conducted training, can
serve as a basis for determining the need for future training and the appropriate choice of methods and forms of
training oriented to the specific needs of the employees

for acquiring knowledge. In this regard, it is recommended that any subsequent specialized training should
end with completing a questionnaire, which will be the
basis for evaluating employees’ level of satisfaction.
Fifth. The Customs Agency training policy aims to
organize internal training sessions, conducted by lecturers working for the Agency, namely experts and operational staff. An exception is made in relation to joint
training sessions with other international and national
institutions, and branch organizations. In such cases,
lectures can be delivered by external specialists. To
achieve a higher quality of training, it would be much
better to invite lecturers – representatives of the academic institutions with traditions in training students in
the field of customs control more often. This will contribute to improving the cooperation between theory and
practice, mutual exchange of lecturers, etc.
Sixth. With the dynamically developing information technologies, it is appropriate to apply modern
methods of e-learning in the process of training of customs officers through the introduction of appropriate interactive platforms. One of the advantages of the webbased training platforms is that they are designed in a
way, creating an effective learning environment, namely
standardized training materials, interaction between the
participants in the online training process, customized
training courses, tests to check the acquired knowledge,
etc. Their application will lead to the implementation of
the following: minimizing training costs; on-the-work
training; training availability at any time and place; acquiring knowledge according to individual needs, etc.
In conclusion, we can point out that the Customs
Agency pursues an effective policy in the field of human
resources, aimed to provide training complied with the
European standards in the context of the strategic EU
Competency Framework for the Customs Profession.
Enhancing the professional competencies of customs officers is implemented through systematic training, carried out in various forms. Training activities of customs
officers lead to developing competencies that make
them better professionals. Thus training contributes to
the effective implementation of their duties related to
protecting the financial interests of the EU and its Member States, ensuring the safety and security of the European citizens and protecting the EU from illicit trade.
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Ганчева З. Можливості для вдосконалення
процесу навчання співробітників митних служб
Одним із найбільш поширених і ефективних
шляхів підвищення професійної майстерності співробітників митних служб є їх навчання. У статті
розглядаються різні типи, методи і форми навчання,

які створюють можливості для оновлення та розширення знань і навичок. Досліджено процес підготовки співробітників митної адміністрації, на підставі
якого визначено їх сильні і слабкі сторони та викладаються пропозиції щодо поліпшення.
Ключові слова: процес навчання, митники, обов'язковий базовий курс, подальше спеціалізоване навчання, методи, види і форми освіти.
Ганчева З. Возможности для совершенствования процесса обучения сотрудников таможенных служб
Одним из наиболее распространенных и эффективных путей повышения профессионального мастерства сотрудников таможенных служб является
их обучение. В статье рассматриваются различные
типы, методы и формы обучения, которые создают
возможности для обновления и расширения знаний
и навыков. Исследован процесс подготовки сотрудников таможенной администрации, на основании
которого определены их сильные и слабые стороны
и излагаются предложения по улучшению.
Ключевые слова: процесс обучения, таможенники, обязательный базовый курс, дальнейшее специализированное обучение, методы, виды и формы
образования.
Gancheva Z. Opportunities for improving the
process of training of customs officers
One of the most common and effective ways to enhance the professional qualities of customs officers is
their training. The article focuses on the various types,
methods and forms of training that create opportunities
to update and expand their knowledge and skills. The
process of training of specialized customs administration officers is studied, its strengths and weaknesses are
identified and on this basis, proposals for improving it
are formulated.
Keywords: training process, customs officers,
compulsory basic course, subsequent specialized training, methods, types and forms of training.
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GLOBAL REPORTING INITIATIVE AND ITS IMPLEMENTATION
IN BULGARIAN AND UKRAINIAN ENTERPRISES
Introduction
Throughout the last years we have been observing
a sustainable trend towards an increase in the number of
enterprises which integrate new values in their strategic
objectives and adopt a responsible policy regarding the
development of society and preservation of the environment. The thesis that such behavior has a negative impact on the financial results of the enterprise has evolved
in its diametrical opposition and currently there dominates the opinion that the benefits of corporate social responsibility (CSR) outweigh the accompanying expenses. Today, CSR has turned into a strategic business
model leading to numerous positive effects, the most
important of which is the increase of the innovation, sustainability and competitiveness of the enterprise. A key
element of the whole CSR concept is the reporting of
social responsibility, which has found expression in the
development and announcement of the so called corporate social reports, also known as sustainable development reports, corporate society reports or simply social
reports. In contrast to financial reports, social reports do
not have a normatively regulated structure; therefore,
organizations decide by themselves what information to
include in them. Nevertheless, more organizations abandon this “freedom” and report their social responsibility
through the regulated structure of the Global Reporting
Initiative – GRI. In this respect, this article will aim to
investigate the spread of GRI’s reporting structure in enterprises in Bulgaria and Ukraine, and based on this, to
outline the principal problem areas as well as the existing differences.
1. Global Reporting Initiative
The global reporting initiative (GRI) is a non-profit
organization established in Boston (USA) in 1997. Currently, its headquarters are in Amsterdam (Holland).
The mission of the organization is to turn the reporting
of sustainable development into a standard practice by
providing advice and support to reporting organizations.
For this purpose, in 1998 GRI establishes executive
committee whose responsibility is to develop a guideline for global reporting initiative. However, during
their term, the executive committee members are also
required to develop more than a guideline for reporting
the impact of organizations on the environment. For this
reason, the range is expanded and the reporting comprises not only environmental, but also social, economic

and managerial issues. This has resulted in the development of a structure for reporting sustainable development with guidelines for the reporting of its base. GRI’s
structure is intended to serve as a standard for reporting
the economic, environmental and social performance of
organizations. It is directed towards all organizations regardless of their characteristics – size, industry or location.
The most important element of the structure for reporting sustainable development is the guidelines for reporting. It comprises reporting principles, standard indicators for reporting and directions for preparing reports
for sustainable development. The guidelines are not
static; they are improved periodically in order to respond
to the challenges and changes of the environment (see
fig. 1).
G1
2000

G3
2006

G2
2002

G4
2013

G3.1
2011

GRI
2016

Fig. 1. Development of GRI’s reporting guidelines
The first version of the guidelines is called G1 and
is completed in 2000. After G1, the second generation
of reporting guidelines appears; it is known as G2. It is
presented during the World Meeting for Sustainable Development in Johannesburg. The spread of the Global
Reporting Initiative is stimulated by the start of the third
generation of guidelines – G3 in 2006. Over 3,000 experts of the business, civil society and workers’ organizations participate in its development. Sector-oriented
guidelines for sustainable development reporting have
also been developed in order to report the characteristics
of individual industries. In 2011, GRI expands the G3
guidelines by including the performance of organizations in terms of social and human rights. Thus G3.1
comes to being. In May 2013, GRI launches the fourth
generation of its guidelines, called G4, which, since
2016 has been compulsory for all GRI reports, i.e., G3.1
is terminated. G4 comprises two major sections,
namely, reporting principles and standard reporting. The
first section comprises two groups of principles – for determining the content (inclusion of involved parties,
context of sustainable development, materiality and
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completeness) and for securing the quality of the report
(balance sheet, comparability, accuracy, punctuality,
clarity and reliability). The second section comprises
149 reporting indicators divided into two groups – general reporting (58 indicators) and specific reporting (91
indicators divided into three directions – economy, ecology and society) [1; 2]. In October 2016, the GRI G4
Guidelines have transitioned to GRI Sustainability Reporting Standards (GRI Standards). They incorporate
the key concepts and disclosures from the G4 Guidelines (no new topics have been added, and key concepts
and most disclosures from G4 carry through), but with a
new and improved modular structure and format. The
set of GRI Standards includes three universal standards
applicable to all organizations (GRI 101, GRI 102 and
GRI 103) and thirty-three topic-specific Standards, organized into Economic, Environmental, and Social series. Organizations select and use only the relevant
topic-specific Standards, based on their material topics
[3].

not available within the traditional financial and accounting reporting. In order to facilitate the reporting
process, GRI has introduced two reporting levels – full
and partial, as the latter comprises fewer reporting indicators and is recommended to organizations which report for the first time.
The advantages of the structure of GRI reporting
and its constant development transform it into a global
standard for reporting corporate social responsibility,
widely used by large, small and medium-sized organizations. As of the date of the current research (December 2016), the GRI’s global database has 10,138 organizations which have published their social reports; these
are leading enterprises from almost all industries, for example Adidas, Airbus, Boeing, BASF, Bayer, Pfizer,
Daimler, Toyota, General Motors, Danone, Johnson &
Johnson, Unilever, Allianz, HSBC, IKEA, LEGO,
McDonald's, Nestlé, Kraft Foods, Philips, Royal Dutch
Shell, Gazprom, Lukoil, Apple, Dell, Coca Cola, Pepsi
Co, Hewlett Packard, IBM, Microsoft, Starbucks. The
number of published reports is 37,429, of which 25,229
comply with the GRI’s reporting structure, or on average 3.7 reports per organization, which is indicative of
the existence of sustainability of reporting. We can point
out as an indicative fact for the capacity and development of GRI the dynamics at which the number of organizations which have published their CSR reports on
the initiative’s website has increased (fig. 3).
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Fig. 3. Organizations which have published social
reports on GRI’s website

Fig. 2. Structural model of GRI Standards
Source: Global Reporting Initiative

The development of a corporate social report in
compliance with GRI’s reporting structure is not an easy
task. When this is done for the first time, it usually requires consultancy support, as well as the development
of procedures for generating and collecting the necessary data, i.e., the introduction of social accounting in
the organization because most of the necessary data is
Економічний вісник Донбасу № 4(46), 2016

The figure clearly shows GRI’s dynamic development, which currently transforms it into the most used
tool and global standard for CSR reporting. Bulgarian
and Ukrainian enterprises must report those trends and
keep abreast of them, still more if they want to be competitive on the global market. This is why the following
chapter will investigate how GRI has penetrated the enterprises in the two countries.
2. Adopting GRI’s structure for CSR reporting
by enterprises in Bulgaria and Ukraine
The practical research of the degree to which the
GRI’s structure for reporting is adopted by enterprises
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in Bulgaria and Ukraine is carried out by using the public information on GRI’s website, more particularly
their Sustainability Disclosure Database. This database
stores all social reports which have been uploaded on
GRI’s website and integrates a set of tools for searching
and filtering data which facilitates its use.
By using this particular set of tools, we have identified the Bulgarian and Ukrainian business organizations which have published at least one social report in
GRI’s database (see table 1).

The table clearly shows that 10 Bulgarian and 21
Ukrainian enterprises (all of them are business organizations) published their CSR reports in the GRI’s Sustainability Disclosure Database as of December 2016.
This number can simply be qualified as too small or rather symbolic in comparison to other countries such as
the USA (955 organizations), Germany (338 organizations), France (259 organizations), Austria (210 organizations), Switzerland (208 organizations), Russia (132
organizations), Turkey (123 organizations), etc.

Bulgaria

Table 1
Bulgarian and Ukrainian organizations which have published social reports on GRI’s website
№
1
2
3
4
5
6
7
8
9
10
1
2
3
4
5

Ukraine

6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

Company name
Devnya Cement
DSK Bank
Postbank
Nestle Bulgaria
Sopharma
BILLA Bulgaria
GLOBUL
Telenor Bulgaria
VIVACOM
Yavlena
ArcelorMittal
Ukraine
Astarta
BDO Ukraine
Carlsberg Ukraine
Coca-Cola
Ukraine
Dneprospetsstal
DTEK
Ernst & Young
Ukraine
Galnaftogaz
Kernel
KPMG Ukraine
Kyiv Star
Metinvest
Mondelez Ukraine
Nemiroff
Obolon
Platinum Bank
SCM Group
Unicredit Bank
Ukraine
ViDi Group
Volia

Size
Large
Large
Large
Large
Large
Large
Large
Large
Large
SME
MNE

2015

2014

2013
COP

2012

2011

2010

2009

2008

G3

G3

G3

√

G3
√

G3.1

G3.1

G3.1

G3.1

G3

G3

√

√

√
COP
G4
G4
G4
COP
G3

Large
Large
Large
Large

Large
Large

√

√

Large
Large
Large
Large
Large
Large
Large
Large
MNE
Large
Large
Large
MNE
Large

2007

G4

√
G3

√

G3

G3

G3

√

G3

√

G4

√
√
√

G3

G3

G3
√

G3

√

√

√

√

√

COP

G4

G3.1

COP

G3
G3
G3
COP

G3
G3

G3

G3

G3

COP

COP
√

COP

Legend: √ - a social report which does not comply with GRI’s structure is published; COP – a social report which complies
with the structure of UN Global Compact named Communication on Progress – COP is published; G3, G3.1 and G4 are guidelines for GRI’s social responsibility reporting.

Nearly all of the thirty-one business organizations
presented in table 1 are part of large foreign, often multinational companies. For them, CSR reporting is part of

the managerial policy of the parent company, which
along with the necessary know-how is transferred to the
subsidiaries operating in Bulgaria and Ukraine. A very
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small number of business organizations which have
published their CSR reports on the GRI’s website is of
Bulgarian or Ukrainian ownership. The reasons for this
fact can be sought in the insufficient information and the
underestimation of the significance of GRI, as well as
the lack of know-how for preparing the social report,
still more in compliance with GRI’s structure. In confirmation of the last observation, we can point out the fact
that 6 (35%) out of 17 CSR reports published by Bulgarian business organizations are prepared by using a
different structure. As regards Ukrainian business organizations, the percentage is higher - 26 (52%) out of
50 published reports are based on a different structure.
Most often, the reports which do not use GRI’s structure
are prepared as a result of the organizations’ membership in UN Global Compact. This is the largest CSR
global initiative, and it states that if an enterprise is to
become a member, it shall meet the following 10 universal criteria, merged into four categories [4]:
Human Rights: Principle 1: Businesses should
support and respect the protection of internationally proclaimed human rights; and Principle 2: make sure that
they are not complicit in human rights abuses.
Labour: Principle 3: Businesses should uphold the
freedom of association and the effective recognition of
the right to collective bargaining; Principle 4: the elimination of all forms of forced and compulsory labour;
Principle 5: the effective abolition of child labour; and
Principle 6: the elimination of discrimination in respect
of employment and occupation.
Environment: Principle 7: Businesses should support a precautionary approach to environmental challenges; Principle 8: undertake initiatives to promote
greater environmental responsibility; and Principle 9:
encourage the development and diffusion of environmentally friendly technologies.
Anti-Corruption: Principle 10: Businesses should
work against corruption in all its forms, including extortion and bribery.
UN Global Compact has local structures in
Ukraine and Bulgaria named local networks. As of the
moment of the research, 49 Bulgarian and 56 Ukrainian
enterprises are members of UN Global Compact. They
shall report their progress by preparing specialized reports named COP – Communication On Progress [5]. It
is namely such reports that have been published in the
GRI’s database by three Bulgarian (Devnya Cement,
Yavlena and Sopharma) and three Ukrainian (Nemiroff,
Unicredit Bank Ukraine и Volia) enterprises. These reports are much easier to prepare as they contain only
three compulsory elements: a statement by the chief executive expressing continued support for the UN Global
Compact and renewing the participant’s ongoing commitment to the initiative; a description of practical actions the company has taken or plans to take to implement the Ten Principles in each of the four areas (human
rights, labour, environment, anti-corruption) and a
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measurement of outcomes. This is why these reports are
difficult to equate with the reports corresponding to
GRI’s structure in terms of quality and content.
Corporate social responsibility, and in particular,
its reporting shall not be discussed merely as a priority
of large business organizations. It is just as important to
small and medium-sized enterprises. This is why GRI’s
reporting structure has been developed to be suitable for
large, small and medium-sized enterprises. The data presented in table 1, however, clearly shows that only one
business organization belongs to the group of small and
medium-sized enterprises (the Bulgarian real estate
agency Yavlena, which published СОР for 2010). The
rest are large business organizations, including multinationals. In contrast, 50 % of Austrian, 24 % of Turkish,
18 % of German, 11 % of Russian organizations, which
published CSR reports in GRI’s Sustainability Disclosure Database, do not belong to the group of small and
medium-sized enterprises. This data leads to the conclusion that the tools offered by GRI for reporting social
responsibility are suitable for small and medium-sized
enterprises, but the Bulgarian and Ukrainian business
organizations of this group have no knowledge of them,
underestimate their significance and/or have no capacity
to realize them in practice.
If there is a strong bond between the size of the enterprise and reporting its social responsibility, then no
such regularity can be found in terms of their industry
belonging. As table 2 clearly shows, the enterprises
which have published reports belong to various industries and hardly a bond can be found between type of
industry and reporting.
Table 2
Industry belonging of enterprises
Bulgarian en- Ukrainian enterprises
terprises
(amount)
(amount)
Metals Products
3
Agriculture
2
Food and Beverage
1
4
Mining
1
Commercial Services
2
Energy
1
Telecommunications
3
2
Financial Services
2
2
Logistics
1
Retailers
1
Construction Materials
1
Health Care Products
1
Real Estate
1
Other
3
Total:
10
21
Industry

Corporate social responsibility is not a one-time
act. It is a long-term, strategic concept, which means that
it must be reported in a sustainable way. This shall not
be a one-time act, the result of a momentary whim or the
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realization of a particular project. Similar to financial
and social reporting, it must be regular, most often – annual. In this respect, the data of the empirical research is
indicative of the lack of consistency and sustainability
even for the small number of Bulgarian and Ukrainian
enterprises, which have published CSR reports in GRI’s
Sustainability Disclosure Database. The good example
among Bulgarian companies regarding the sustainability
of reporting is Globul – a telecommunication company
which was acquired in 2014 by Telenor Bulgaria. The
new owner continued the good practice of preparing and
publishing a CSR report in compliance with GRI’s reporting structure. The number of Ukrainian enterprises
which demonstrate sustainability in the use of GRI’s reporting structure is a little bit larger. They are three –
namely, ArcelorMittal Ukraine, Ernst & Young Ukraine
and Obolon, as the latter two have published the most
reports in comparison to all others – six reports, one of
which is for a period of two years. It is in terms of the
time range of CSR reports that the first difference between the two countries’ economic organizations can be
detected. The usual practice for Ukrainian enterprises is
the reporting for a period of two, three or more years
(the Ukrainian enterprise ViDi Group has a five-year social report) within a single CSR report, while Bulgarian
business organizations avoid using such an approach. In
this respect, we should point out that similar to financial
reporting, social reporting on an annual basis is the best
practice. Despite this, social reports encompassing a period of more than one year are preferable to the option
not to have them prepared.
Similar to financial reports, social reports (upon the
request of the reporting organization) may be audited
and endorsed by an independent expert – social auditor,
through the so called external assurance. Thus the level
of security is raised in order to guarantee the authenticity
and comprehensiveness presented in the report. This is
a widespread practice among Ukrainian enterprises. The
analysis shows that 64 % of Ukrainian business organizations which have prepared CSR reports in compliance
with GRI’s structure have had their reports audited by
an external expert. To be precise, these are seven enterprises, namely – ArcelorMittal Ukraine, Dneprospetsstal, DTEK, Kernel, Metinvest, Obolon and SCM
Group. Those results can be determined as excellent,
bearing in mind the performance of Bulgarian business
organizations for which such a practice is rather an exception. The data shows that only one Bulgarian enterprise has had its social report endorsed by an external
expert – the trade bank Postbank. Such results are difficult to explain and even more difficult to defend. The
main reason against external audit is to economize on
funds. Despite this, we defend the thesis that similar to
financial and accounting reports, social reports shall
also be audited and endorsed by external experts. Thus
the stakeholders’ trust is won, whereas the possibility of

the appearance of pseudo-socially responsible companies whose aim is to take advantage of the positive effects of CSR without expending funds and making effort
for achieving social aims decreases.
On the basis of the data presented in this chapter,
we can make the following conclusions:
 Bulgarian and Ukrainian enterprises do not take
advantage of the opportunities offered by GRI for corporate social responsibility reporting. The number of organizations in the two countries which have published
their social reports on GRI’s website can be defined as
too limited. Still worse is their performance in terms of
the use of GRI’s reporting structure.
 Most of the Bulgarian and Ukrainian enterprises which benefit from GRI’s reporting possibilities
are of foreign ownership. Their CSR reporting is imposed by the parent company, whereas the process is facilitated by the transfer of the necessary know-how.
 It is only large Bulgarian and Ukrainian business organizations that prepare social reports in compliance with GRI’s reporting structure. The small and medium-sized enterprises in the two countries remain parties in this global process, including their competitors
from other countries.
 No concentration of a large number of reporting
enterprises within a single industry is observed. This
means that industry belonging does not have a significant impact on the decision for CSR reporting through
GRI’s possibilities.
 The usual practice for the reporting enterprises
from Ukraine is the preparation of social reports encompassing a period of two, three or more years. Unlike
them, Bulgarian organizations avoid adopting such an
approach.
 Ukrainian enterprises perform better than Bulgarian ones in one very important aspect of social reporting, namely – external independent audit. The predominant part of Ukrainian business organizations have
had their reports audited, whereas only one Bulgarian
organization has had this done.
Conclusion
Global Reporting Initiative is the first and the most
widespread platform for preparing and publishing corporate social reports. Furthermore, today it is a global
standard in the reporting of sustainability for organizations regardless of their location, size and industry belonging. Its constant improvement has transformed it
into a preferred tool for unified social responsibility reporting, which facilitates the process of preparing and
communicating social reports. Despite the increasing, at
that in a sustainable way, popularity of GRI, Bulgarian
and Ukrainian enterprises stay away from this global
process. The number of organizations from both countries which have knowledge of and take advantage of
GRI’s reporting possibilities remains relatively small.
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With a few exceptions, they are owned by foreign companies with an established practice of CSR reporting,
which is transferred to their Bulgarian or Ukrainian subsidiaries. Those worrying conclusions are indicative of
how Bulgarian and Ukrainian enterprises have fallen behind the global reporting trend, which cannot but have a
negative impact on their innovation, sustainability and
competitiveness, as well as a number of other positive
effects stemming from CSR and its reporting [6].
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Діяльність бізнес-організацій і, насамперед, великих мультинаціональних корпорацій, викликає інтерес все більшої частини суспільства. Його не
можна задовольнити за допомогою інформації, що
міститься у традиційній бухгалтерській фінансовій
звітності, у результаті чого під тиском суспільних
очікувань господарські організації почали публікувати нефінансову інформацію в корпоративних соціальних звітах, які ще називають звітами про сталий розвиток або про корпоративне громадянство.
Незважаючи на те, що вони не мають регламентованого вмісту, в якості глобального стандарту у звітності ствердилася структура Global Reporting
Initiative. У зв'язку з цим мета цієї статті – дослідити
поширення структури звіту GRI серед болгарських і
українських бізнес-організацій і на цій базі окреслити основні проблемні сектори, а також виявити існуючі відмінності між ними.
Ключові слова: корпоративна соціальна відповідальність, соціальний звіт, звіт про сталий розвиток, Глобальна Ініціатива Звітності, Стандарти Глобальної Ініціативи зі Звітності.
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Николов Е. Б. Отчетность по корпоративной
социальной ответственности с использованием
системы отчетности GRI в Болгарии и Украине
Деятельность бизнес-организаций и, прежде
всего, крупных мультинациональных корпораций
вызывает интерес все большей части общества. Его
нельзя удовлетворить посредством информации, содержащейся в традиционной бухгалтерской финансовой отчетности, в результате чего под давлением
общественных ожиданий хозяйственные организации начали публиковать нефинансовую информацию в корпоративных социальных отчетах, называемых еще отчетами об устойчивом развитии или о
корпоративном гражданстве. Несмотря на то, что
они не имеют регламентированного содержания, в
качестве глобального стандарта в отчетности утвердилась структура Global Reporting Initiative. В этой
связи цель настоящей статьи – исследовать распространение структуры отчета GRI среди болгарских
и украинских бизнес-организаций и на этой базе
очертить основные проблемные сектора, а также выявить существующие различия между ними.
Ключевые слова: корпоративная социальная ответственность, социальный отчет, отчет об устойчивом развитии, Глобальная Инициатива Отчетности,
Стандарты Глобальной Инициативы по Отчетности.
Nikolov E. Global Reporting Initiative and its
implementation in Bulgarian and Ukrainian enterprises
The activity of business organizations, mostly
large multinationals, attracts the attention of an increasing part of the society. Such interest cannot be satisfied
with the information provided in the traditional financial
and accounting reports; as a result, due to the pressure
of social expectations, business organizations have
started to publish non-financial information in the so
called corporate social reports, also called sustainability
reports or corporate society reports. Although they do
not have regulated content, the Global Reporting Initiative has been adopted as a global reporting standard as
of today. In this respect, the purpose of this article is to
investigate GRI’s reporting structure among Bulgarian
and Ukrainian business organizations on the basis of
which it will outline the principal problematic areas as
well as the existing differences among them.
Keywords: corporate social responsibility, social
reporting, sustainability reporting, Global Reporting Initiative, GRI Standards.
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THE ROLE OF SOCIAL RESOURCES IN FORMATION OF WEALTH
IN THE DECENTRALIZATION AND INDUSTRY 4.0 PROCESSES
Problems of economic development of Ukraine
can`t be explained purely macro-economic and geo-economic position and based on the volumes of available
human and natural resources. One of the factors effective functioning of the economic system is the social resources that represent a human resources, social relations and social institutions.
The economic crisis of the early 90s was largely
due to inability to quickly adapt social resources to new
market conditions. During the 1991-1997 GDP decreased twice, while production capacities have not suffered significantly moral and physical deterioration and
the quality of human potential remained on good level.
So we can assume that the key point was purely organizational and communication problem that is still relevant.
Moreover, much of the domestic economy is in the
shade. According to calculations of the Ministry of Economic Development and Trade of Ukraine in the first
half of 2016 the level of shadow economy amounted to
38% of official GDP [1]. Accordingly, much of the communications is implemented beyond the legal rules and
regulations that are subject to public control.
The quality and quantity of social resources in
Ukraine don't allow capitalization of other resources according to modern opportunities. They can't minimize
transaction costs in the interaction between the elements
of human, industrial, financial and natural capital. As a
result, there are difficulties with multiplying of economic wealth at national and regional levels.
Of particular importance is this issue in the context
of decentralization when there is redistribution of administrative and fiscal powers. Appear the problem of
the creating new social resources and conditions for
their capitalization at the national and regional level,
which determines the relevance of this study.
Social resources and social capital
as a factor of economic wealth
Economic well-being at the national level is generally measured using Gross Domestic Product (GDP).
But this indicator is experiencing increasing criticism
from leading scientists and economists of our time, because it doesn't reflect the level of well-being households and quality of life [2]. This led to renewed interest
in classical economic category "wealth», which was
used in the days of classical economic theory in the
works of Adam Smith. For example, “a low-income
household with above-average wealth is not necessarily
worse-off than a medium-income household with no
wealth” [2, p.14] and “A low-income household with

above-average wealth is better off than a low-income
household without wealth” [2, p.29].
Now the amount of wealth is constantly calculated
by the Credit Suisse Research Institute. According to recent calculations in 2016 Ukraine is among the poorest
countries with a total national wealth $ 44 billion or $
1,254 per 1 adult. This is 20 times less than in neighboring Poland. Moreover, it is even less than the GDP per
1 adult, which is $ 6796 [3, p.21-22].
Category wealth consisting of human, financial,
physical, intangible and natural capitals have been investigating to find ways increase it. In this context, arise
the problem to include components wealth of social capital and social capital as a source of its formation. So the
number of studies of social resources [4] and social capital [5; 6; 7] are increasing during last decades.
One of the first researchers who began actively use
the term "social capital" was Bourdieu. He understood
this concept as social relationships, which can be a resource for benefits. [8] A similar view is shared by other
scientists emphasize that "the structural basis objectified
social capital" [9, p.3] ... "form the networks of social
relations that are used to broadcast information, resource savings, mutual learning the rules of conduct,
forming reputation. Based on social networks ... formed
institutional basis for social capital" [10, p.27].
It should be emphasized that the object of study of
institutional economics are social resources. Summary
of theoretical and practical achievements in this area
makes the conclusion that in Ukraine there is institutional inertia, which manifests itself in low quality of
social resources and their weak using.
Ukrainian scientists are mixing definition of social
and human capital. They understand "social capital" as
"value of social and individual opportunities (demographic, educational, professional, social, infrastructure,
employment, etc.) involved in the economic activities of
the people" [11, p.74]. But individuals are carrier of human capital, while just society is the bearer of social
capital and social resources. Therefore, a more monosemantic definition is contained in the studies of experts
Institute of Industrial Economics of NAS of Ukraine, according to which "social capital is social-institutional resources" [12, p.31]. Deepening this thesis allow one to
distinguish between "social resources" and "social capital" and avoid the intersection with the concept of “human capital”.
Social resources – a set of relationships between
subjects and objects of social-economic system. These
links are distributed to specific existing between certain
objects and subjects and general which are personified

188

Економічний вісник Донбасу № 4(46), 2016

О. Vishnevsky
in institutions, rules, norms, traditions and more. Objects and subjects are defined as elements of human,
physical, intangible, natural and financial capital.
Social capital – social resources used in the production of goods and services. It takes direct part in the
creation of added products corresponding added value
and accumulation of economic wealth. Social capital is
limited to a space (including the territory of the state,
region, city, etc.).
Number of social resources is the number of relationships between individuals and their institutionalized
associations that exist in the form of businesses, governments, institutions, organizations and more.
The cost of social resources depends on the qualitative and quantitative characteristics of the connections
that specify the "rules" of their formation and technological conditions and possibilities for implementing
communications. In this context it is critical to take into
account in strategic planning the global development
trends that affect the structure, quality, quantity and
value of social resources. Now one of these trends is the
formation of a new technology platform within the logic
of Industry 4.0.
So the purpose of the article is to show the influence of modern trend on the formation and capitalization
of social resources.
Social capital in the context of the Industry 4.0
Changing the paradigm of production is among the
key issues on the agenda of industrialized countries under the title industry 4.0 or the Fourth industrial revolution [13]. If industry 4.0 successfully implement process
of formation and use of social resources will change.
Main features of Industry 4.0, which will affect the
formation of social resources and their capitalization:
1. Decentralization of production and also much
more flexible management of its scale to reduce costs.
2. The total things have artificial intelligence. Converting every thing in consumer and source of information. Active participation of "smart" things in own
design, build and repair.
3. The rapid reduction of human intervention in the
interactions between things.
4. Development of alternative networks similar Internet, and their integration into the infrastructure augmented reality [14].
According to architecture Industries 4.0 robotic
machines will be able to mass communicate with each
other on the Internet Protocol, creating the so-called "Internet of Things". This will lead to further exclusion of
the human from chain of goods and services as a mediator (link) between the elements of financial, physical,
intangible and natural capital. So we will see changing
the structure of social capital.
Decentralized production will expand economic
conditions for deepening administrative and political
decentralization, which will be a prerequisite for the empowerment of the accumulation of social capital at the
regional level.
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The development of alternative networks will create new opportunities to form social links or other words
will provide multiplication of social resources and opportunities for their capitalization at all levels from the
individual to the global.
Accordingly, there is a transformation of the current state when the human role in the functioning of machines rather significant despite the active automation
over the last half century to a model where human involvement in communication with things minimized.
And tools forming social relationships realized through
physical and virtual social networks (fig. 1).
The need for communications of human capital elements with physical capital (artificially created), natural and financial capital to create new products and services will decrease. The role of the coordinator of the
interaction between the capital will increasingly move
to the side of intangible capital.
"Smart" things will become buyers and communication between the elements of financial and industrial
capital could take place without human intervention.
Everything will be able to promote themselves through
communication with other smartphones and communicators.
Separately, it should be noted that the social capital
also includes relationships between elements of human
capital and other capital items. Elements of human capital consume information from other sorts of capitals
during this interaction. Elements of human capital are
individuals and any group of individuals, including
within the combined organization.
The less will be links between human capital and
other types of capital, the more will be direct communication between the elements of human capital. That will
be changing the architecture of social resources and provide their augmentation. Added value will move into the
sphere of creative collaboration.
Full implementation of the Industry 4.0 is expected
no earlier than in 2025-2030 years in developed countries, but all technologies already exist, in fact, we have
problem how their effective use. According to research
Boston Consulting Group (BCG), major technological
shift that began in the industry today, will complete in
2025, radically changing the appearance of companies,
products, partnerships [15, p.35]. It is therefore necessary for developing countries have at least capacity to
adapt and use results of Industry 4.0 in the near future.
According to the World Bank now in Ukraine can be
computerized approximately 40% of jobs [16, p.23].
Based on these trends can be determined that the
intended objective to create as many as possible social
networks are (1) elimination of existing barriers and
(2) creating the conditions for establishing new social
links. For this to: (1) ensure maximum freedom of
movement and choice for individuals in order to create
new social relationships and (2) ensure the conditions
for cooperation between individuals, their creative collaboration.
You should also note that take place addition virtual and physical links. From the one hand the primary
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real (physical) links converted to virtual, where it is supported through social networks. On the other hand, the
initial virtual connections become the real links. Thus,

we can see the problem of simultaneous support and development the physical and the virtual infrastructure for
communications.

Fig. 1. Conceptual diagram transformation of social resources in context of implementation the Industry 4.0
The impact of decentralization on the formation
of social capital
Decentralized governance in Ukraine is among of
priority reforms. This reform will be having impact on
the formation and capitalization of social resources. Scientists are already studying this [17; 18].
Policy of decentralization agrees with the theoretical propositions classical liberalism. M. Friedman notes
that “broad principle is that government power must be
dispersed”. It is proved by principle of freedom of
choice: “if I do not like what my local community does,
be it in sewage disposal, or zoning, or schools, I can
move to another local community, and though few may
take this step, the mere possibility acts as a check. If I
do not like what my state does, I can move to another. If
I do not like what Washington imposes, I have few alternatives in this world of jealous nations” [19, p.11].
Thus the logic of decentralization is responsible maximize opportunities for movement elements of human capital (individuals) to create new and more effective relations with the authorities and other types of capital or
other words multiplying of social resources.
In Ukraine, there are significant restrictions on the
free movement of citizens caused by administrative and
physical factors.
For example, road infrastructure, which according
to the Minister of Infrastructure of Ukraine V. Omelian

the "destroyed on 90%" [20] not conducive to the development and maintenance of social links. This position
supports by academician E. Libanova, who notes that
"off-road causes to death of villages, small monofunctional towns. And so is everywhere. Man goes to where
there is work, school. If there are no roads hospitals will
be closed. The same for schools. Not normal when children need to spend 5-6 hours to get to school. So other
option than building roads I see. If there are roads, they
will not die. They will be fine" [21]. In these circumstances, the State Regional Development Fund in 2015
for objects of a road infrastructure has been allocated
only 327.5 million UAH [22, p.7]. That is 11.3% of the
total fund. So in the terms of a potential increase in the
State Regional Development Fund in the State Budget
of Ukraine for 2017 to 3.5 bln. UAH1, it's necessary to
provide for a progressive increase in expenditures for
road transport infrastructure.
However, even with these problems, the use of
modern networking capabilities to provide transport services in the form of decentralization transportation (for
instance «Bla Bla Car»2), creates new opportunities for
travel within the country and the formation of social
capital.
Certain administrative restrictions, that do not meet
the requirements of time, are arising from the Law of
Ukraine "On freedom of movement and choice of residence in Ukraine" [23]. Despite the fact that this Law

1

Whereas, that from 3.5 bln. UAH. 2.5 accounted for by a special fund, actual financing may be less than originally
established.
2 https://www.blablacar.com.ua/.
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Ukraine guaranteed "freedom of movement and choice
of residence", both assigned to compulsory registration
procedure, which is analogous to "residence" of Soviet
times, and in fact the modern descendant of serfdom. So
according to this law (Art. 6) "official correspondence
uses only the registered residence place of the person".
Thus we can see connection with the place, not the person. At the same time, the vast majority of residents of
Ukraine already have a mobile device, which allow
identify their location and provide communications. 1
In the process of implementation new form of plastic cards (ID) problem entering the relevant information
about registration for contactless electronic medium in
rural areas where there may be no subdivisions of the
State Migration Service, or its representatives with the
necessary software.
One more question is connection to the place of
registration of the implementation of political rights
(participation in elections), and receipt of the state educational and health services.
Thus, we can conclude that in the context of decentralization advisable to reduce administrative limiting to
move people will have a positive effect on the formation
of social capital.
The role of social capital in the State Strategy
for Regional Development until 2020 and the Strategy for Sustainable Development "Ukraine - 2020"
Current trends changing production and transformation of the role of social resources not reflected in the
basic strategies of the country: the Strategy for Sustainable Development "Ukraine – 2020" (hereinafter –
SSDU 2020 [24], National Strategy for Regional Development until 2020 (hereinafter - NSRD 2020) [25]. Social resources and social capital, industry 4.0 (or fourth
industrial revolution) is not even mentioned.
Strategic implementation indicators SSRU 2020
only include a reference that "the proportion according
to World Bank amount to 25 subscribers per 100 people." Determining the vector to increase high-speed Internet users are certainly useful, but not sufficient. Actually they are making emphasis on consumption, not
production. Aim of decentralization in SSDU 2020 "departure from the centralized model of governance in the
country, ensuring the capacity of local government, the
principle of subsidiarity, universality and financial sustainability of local government". NSRD 2020 contains
thesis about decentralization of authority by their transfer to the local level with simultaneous transfer of appropriate financial resources
Social resources move to other countries because
of the absence of sufficient opportunities be capitalized
in Ukraine. So it's necessary create regulatory standards
perspective on for the actual and administrative freedom
of movement of people and empower them for communication in the new technological realities.

At the same time the strategy papers don't have
common indicator of economic development for the
consolidation of all targets in the economic sphere. The
role of the index can perform category wealth and be an
important complement to the GDP / GRP, which is now
widely used.
Conclusions
1. Given the trends of transition to Industry 4.0, it
can be argued that the role of capitalized social resources will increasingly grow in the create of wealth at
the level of the state and the regional level.
2. For the development and enhancement of social
relations under decentralization need to maximize freedom of movement of people through the development of
transport infrastructure and easing administrative barriers to movement.
3. Ability capitalization of social capital depends
on communication technologies. At the national level
should be a priority of the requirements of the formation
of networks and standards. At the regional - ensuring the
implementation of specific projects which including ensuring adherence to established networks at national
level. Decentralization should be combined with a concentration of social resources at regional level.
4. Improve communication will be possible
through the implementation of modern technologies.
The less a person (individual) involved in the communication between "things", the better the socio-economic
system.
5. Existing strategic documents do not define the
needs and the effective use of social resources and the
need for targeted capitalization. Also, these strategies do
not take into account the gradual change of logic output.
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Вишневський О.С. Роль соціальних ресурсів
в формуванні багатства в процесах децентралізації та Індустрії 4.0
У роботі проаналізовано роль соціальних ресурсів у формуванні багатства держави та регіонів,
а також доведено необхідність зняття фізичних та
адміністративних бар’єрів для капіталізації соціальних ресурсів з урахуванням процесів децентралізації
та індустрії 4.0.
Ключові слова: багатство, індустрія 4.0, четверта промислова революція, децентралізація, Україна.
Вишневский А.С. Роль социальных ресурсов
в формировании богатства в процессах децентрализации и Индустрии 4.0
В работе проанализирована роль социальных
ресурсов в формировании богатства государства и
регионов, а также доказана необходимость устранения физических и административных барьеров для
капитализации социальных ресурсов с учетом процессов децентрализации и индустрии 4.0.
Ключевые слова: богатство, индустрия 4.0, четвертая промышленная революция, децентрализация, Украина.
Vishnevsky О. The role of social resources in
formation of wealth in the decentralization and industry 4.0 processes
The paper analyzes the role of social resources in
the formation wealth of the state and regions. The need
to remove the physical and administrative barriers to the
capitalization of social resources taking into account the
decentralization process and the industry 4.0.
Keywords: wealth, industry 4.0, the fourth industrial revolution, decentralization, Ukraine.
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SOCIAL AND ECONOMIC ASPECT OF OCCUPATIONAL
RISKS MANAGEMENT AT MINING ENTERPRISES
Problem setting. The majority of leading countries pay much attention to social aspects of human life,
importance growth of relations between workers and
employers, and the need of mutually profitable conditions for their cooperation. First of all it relates to working conditions, duration and types of relaxation, and
conditions when the labor force could be effectively restored through provision of appropriate safe labor conditions and reduction of occupational risks level. Industrial safety is one of the basic factors of strong and stable
economy as well as the ability for self-development and
progress in any country. Coal mining industry due to its
complicated mining, geologic and technologic conditions is the most dangerous one for on-the-job injury rate
and occupational diseases while a coalmine is a unique
and sophisticated enterprise with specific natural and
production hazards conditioning the high level of incident rate in the course of machines and mechanisms operation and increasing dangerous situations occurrence
during mining works. The basis for potential appearance
of such hazards that is occupational risk occurrence is
often in incorrect actions of a miner resulting in his personal injuries, incidents with a whole team or great incidents with catastrophic consequences resulting not only
in serious economic losses of an enterprise but those
with human potential.
Thus, a low state of labor safety is not only the reason for occupational risks appearance but a substantial
social and economic factor with its negative influence
on effective functioning of a mining enterprise, in particular on the stable development of the enterprise as a
whole.
Numerous works deal with the issues of occupational safety and its social-economic aspects. Among
them one should mention those by O. Amosha [1, 2],
О. Vagonova [3], А. Nagorna [4], О. Novikova [1, 5],
І. Sapytska [6], and V. Serdiuk [7].
The possibility to manage occupational risks taking
into account a social component would allow not only
reduction of their destructive influence upon workers’
life and health but the growth of their creative forces, as
well as the interest in work. Besides, it would improve
labor discipline that, in its turn, leads to reduction of occupational risks level and number of incidents with production injuries.
The purpose of this article is to specify the importance of social and economic aspects in the system
of occupational risks management at mining enterprises.
Statement of the main material of the study.
Analysis of breakdowns and accidents at mining enterprises demonstrates that the reason of breakdowns is not
only the low level of technical labor conditions (including the reduction of coal seams degassing volumes, utiЕкономічний вісник Донбасу № 4(46), 2016

lization of worn-out mining equipment, and unreasonable reconstruction of mine ventilation systems) but inadequate level of educational and professional training,
non-execution of safety regulations and professional instructions, and low standards of labor and technologic
discipline when a victim deliberately violates labor and
technologic discipline in order to spare his strength and
time. Besides, the reason for production injuries can become psychological and physiological factors like inattention, underestimation and/or disregard of hazards,
low life standards, lack of conditions for quality relaxation, and poor health status of miners.
Sociologic surveys of coal industry workers show
that their wage level is an important factor making people to work at coalmines however the second position
belongs to labor conditions and safety [8].
The social importance of effective management of
occupational risks depends upon continuous improvement and amelioration of labor conditions, increase of
its safety level, reduction of on-the-job injury rate and
occupational diseases, and in particular, upon:
the growth of labor productivity as the consequence of the increase of working days resource due to
reduction or elimination of temporarily disability caused
by industrial injuries, occupational and general diseases,
and prevention of untimely tiredness caused by unfavorable labor conditions;
preservation of labor resources and growth of their
professional activity as the consequence of workers’
health status advance with the extension of their average
life-span due to improvement of labor conditions;
higher professional level through qualification rise,
opportunities for use of great practical experience and
professional knowledge of age-retired persons and disabled workers involved in suitable works.
Improvement of components of the abovementioned data would allow not only enterprises’ productivity progress but the growth of national output aggregate.
In the period from 2001 to 2016 the work in the
sphere of labor protection and industrial safety was conducted in accordance with national five-year programs
adopted by correspondent decrees by Cabinet of Ministers of Ukraine. The program for labor safety improvement at coal mining and mining construction enterprises
in the period from 2011 to 2015 adopted on 18.05.2011
by the Decree No. 521 of Cabinet of Ministers of
Ukraine and the similar program for the year of 2016
that was adopted on 04.01.2016 by Order No. 1 of Ministry of Power Generation and Coal Industry of Ukraine
included measures to be taken in labor protection in industrial safety in the following basic directions:
development of the system for labor protection
management;
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safety provision for technologic processes;
enhancement of mine ventilation and degassing
systems, prevention of gas and dust explosions;
elimination of gas-dynamic phenomena occurrence
like spontaneous outbursts of coal and gas;
provision of safe operation of machines and equipment of technologic complexes;
development of fire prevention protection of
coalmines;
introduction of advanced methods of breakdowns
elimination, and scientific technologic maintenance;
preventive and search-and-rescue operations;
improvement of miners’ working conditions.
It was due to those programs that coal industry
made good progress in the sphere of some problems solution in labor protection. However one of the oldest and
probably systematic problems of the coal mining industry is the lack of regulation in labor protection financing
that is executed on the ground of the leftover principle.
Unfortunately, there were corresponding results. Analysis of the state of industrial safety at mining enterprises
and tendencies of changes with on-the-job injury rate allowed the following conclusion that “regardless of reduction of both general and lethal on-the-job injury rate
in Ukraine as a whole, and in particular at mining enterprises (except in 2007 when a great accident took place
at O.F. Zasiadko Mine PJSC) it is still extraordinarily
high thus increasing data of European countries, and in
the 1st quarter of 2016 it became even higher than in the
same period of 2015”[9, p. 26].
In this connection the question arises in what way
the number of accidents and injuries at mining enterprises could be reduced through the increase of the role
of social-economic aspect of occupational risks management.
In the first turn one should be more thorough with
professional selection for employment, to conduct medical examinations in the course of labor activity in accordance with legal requirements on labor protection,
and Safety Regulations.
The important prerequisite for safe labor at mining
enterprises is normalization of sanitary and hygienic
conditions of work, provision of optimal practice, personnel meals and rest, sanitary and personal services as
well as availability of means for individual and team
protection.
The low level of educational and professional
training at mining enterprises became the reason for the
majority of breakdowns and accidents, so attention
should be paid to the training process in labor safety. We
need an urgent and cardinal reconstruction of educational and training centers. In the world practice there is
an experience in innovative pedagogic technologies for
training. For example, there is module technology with
its principle feature in arrangement of training process
based on individual programs on the ground of students’
level of knowledge and previous education. The process
of training is to be conducted in the tempo suitable for
any student. Such technology uses didactic material in
the form of separate didactic booklets developed for
comprehensive mastering specific knowledge or special

labor skills. The booklets are called training elements
and they must contain as follows: distinct objects of
training addressed to students; list and description of
main equipment, materials and devices; instructive
pages with text that could look better with pictures. Besides, the text is required for knowledge checking on the
given didactic booklet. To develop training elements on
labor protection and safety is of great importance for
miners as the existing normative documents contain a
large volume of information, practically have no illustrations, for example, on behavior of workers in emergency situations when they must use self-rescue breathing apparatuses or fire-extinguishers. Human thinking is
built from images, so a training element is the synthesis
of text and pictures forming general students’ idea on
structure, process and functions described in the training
element. Utilization of module technologies in the training process allows consideration of individual and psychological peculiarities of workers.
It is possible to prevent occupational risks and to
decrease its negative social impact through systematic
monitoring of normative acts observance in labor protection, personal responsibility of each worker, and introduction of route control system.
One should pay special attention to labor safety
maintenance with shift orders execution. Today the order system is almost fully built based on disciplinary
rights of a supervisor and duties of a worker without any
financial support of these rights and duties, the situation
contradicts to conditions of market. When a worker
eliminates a danger to life and health he is to be additionally paid for the work in especially dangerous conditions. A manager of works or working section that is
mining foreman or section foreman shall decide who
pays for the work executed. Of course, the best solution
would be compensation by a guilty person who committed the breach. In coal mining industry they need fundamental changes in outdated traditions of disclosures and
elimination of anonymous violations of safety regulations, and transition to occupational risks management
in order to prevent their occurrence as well as granting
more powers to a shift mining foreman.
In other words, it would be expedient to transfer
from the existing penalties payable by an enterprise for
poorly organized labor protection or in case of facts of
workers’ injuries and occupational diseases, to funds invested in preventive measures to eliminate occupational
risks for people’s life and health reservation.
However the list of penalty provisions and other
economic damages of enterprises includes as follows:
fines imposed to an enterprise by official bodies for labor safety control; penalties for each accident or occupational disease at an enterprise; damage compensations, immediate compensations and other payments to
victims of production or their family members or dependants of dead persons; costs compensations to hospitals and other medical and health-improving institutions for treatment and rehabilitation of victims, rendering resort services to them, etc.; damages compensation
of social maintenance bodies for pensions payment to
disabled workers; costs for search-and-rescue opera-
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tions during breakdowns and accidents, investigations
and expert conclusions on their reasons, funerals of dead
persons, development of sanitary and hygienic characteristics of a working place of a person who got occupational disease, etc.. The list covers substantial values of
financial damages of an enterprise. Besides, sums for
benefits and compensations specified by the existing
legislation and collective agreements for heavy and
harmful labor conditions may be considerable.
One should emphasize that the major developments of new legal and normative acts for labor protection as well as various scientific and laboratory works
were conducted by leading branch institutes: Government Makiivka Research Institute of Labor Safety in
Mining Industry and “Respirator” Research Institute of
Mine Rescue. In 2014 these institutions appeared on the
territory that is beyond the control of Ukrainian authorities so the work with multiple normative and legal acts
got slowed down. Nevertheless, there exist drafts of the
documents under development in their first version, and
now an ad hoc working group finalizes them.
At mining enterprises the system of labor protection management based on the risk-oriented approach is
under gradual introduction. In 2017 Ministry of Power
Generation and Coal Industry of Ukraine plans to allocate funds for the development of the new branch standard “The system of labor protection management in coal
mining industry” in accordance with OHSAS 18001
provisions. It will be introduced at all enterprises of coal
industry.
Conclusions. Presence of economic, social and labor problems combined with deterioration of mining
conditions associated with natural, technical and organization causes, high level of on-the-job injury rate and
occupational diseases rate take lives and health of working people and put obstacles in personnel renewal.
First of all experts in coal mining issues and those
who work at coal mining enterprises associate accidents
and on-the-job injury rate with the human factor. Thus
proposals they express are mainly connected with the
system improvement for control and management of
safety status and labor protection, and introduction of
the system for occupational risks management. So the
system of occupational risks management shall necessarily consider the influence of social and economic aspect with the corresponding measures inclusion designed for grading of its negative manifestations.
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Бойченко М.В. Соціально-економічний аспект управління професійними ризиками на гірничодобувних підприємствах
В статті визначено вплив соціально-економічного чинника на промислову безпеку гірничодобувних підприємств, обґрунтовано доцільність попередження професійних ризиків, запропоновано відповідні заходи щодо зниження їх негативного соціального значення.
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Бойченко Н.В. Социально-экономический
аспект управления профессиональными рисками на горнодобывающих предприятиях
В статье установлено влияние социально-экономического фактора на промышленную безопасность горнодобывающих предприятий, обоснована
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рисков, предложены соответствующие меры для
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Boichenko M. Social and economic aspect of occupational risks management at mining enterprises
The article determines influence of social and economic factor upon industrial safety of mining enterprises, importance is grounded for occupational risks
prevention, and corresponding measures are proposed to
reduce their negative social impact.
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PERFECTION OF MECHANISM OF ESTIMATION AND MANAGEMENT LABOUR
POTENTIAL IN THE CONDITIONS OF ADAPTATION TO REQUIREMENTS
OF INTERNATIONAL INTEGRATION
Problem formulation. The main mission of successfully operating enterprise is an effective implementation of the generated production capacity, increase of
its scale in the future on the basis of innovative development. Among the many criteria of activity the level of
production competitiveness and the index of profitability of the enterprise especially is to highlight. In the context of globalization of all processes including the economic ones, taking into account the tough competitive
environment the need for intellectual approach associated with the tasks to improve these indicators is objectively formed.
European Union’s place in the world economy is
determined by new conditions of competition, providing
constant formation and perfection of scientific-technical
and labour potential, non-stop transformation of scientific knowledge into innovative products realized in the
market. For this purpose national management institutions of the EU and national governments form legal,
organizational and economic conditions and mechanisms for creation of information system, they carry out
active educational, scientific-technical and innovative
policy.
In the development strategy of EU countries
adopted in Lisbon in 2000 the task of creating in Europe
the most dynamic and competitive economy based on
knowledge was set. The foundation of this economy is
labour potential with high level of profitableness.
The elaboration and carrying out common for the
EU countries effective and innovative policy assume the
reduction of differentiation between the member-countries in social-economic development level and intellect
potential, formation of common educational and scientific space.
In the realization contest of this policy the Cabinet
of Ministers of Ukraine following its decree of July, 22,
2009 № 851-p adopted the conception of state special
purpose social program of conservation and development of Ukrainian labour potential for the period till
2017. It is noted there that nowadays the most urgent
problem is discrepancy of the labour potential to the
modern requirements of Ukraine’s economic and social
development, and the government should take system
measures for maintenance, renewal and development of
labour potential in condition of finance crisis on the
economy stabilization stage.
The aim of this program is to provide maintenance,
renewal and development of labour potential, to re-cre-

ate qualified work force and to raise competitiveness in
accordance with modern requirements of economic and
social development, to work out measures for improvement of the labour potential management system and its
estimation set of instruments.
In global economy crisis conditions and especially
for the countries with transformative way of house holding the greatest urgency has optimum formation of such
element of enterprise economic potential as labour potential. The urgency of the problem is also caused by the
fact that the labour potential is the basic factor and the
catalyct of such non-material assets as goodwill of the
firm.
The labour potential is existing and predicted employment opportunities which are defined by quantitative and qualitative professional and creative characteristics of the industrial staff of the enterprise [3, 5].
The result of balanced staff potential, its quantitative and qualitative structure adequacy to scale requirements and competitive level of modern production is the
series of the firm activity indices (revenues from sales,
labor productivity, capital-labor ratio, return on assets,
the staff dynamics). Their analyses gives the characteristics of labour resources use efficiency [1, 7], but such
indices as market value of labour potential and its creativity are not taken in account. However, these characteristics are of particular relevance in the market economy, but not because of determining the cost of its creation, rather in the aspect of the formation of a competitive labor potential, establishing the impact of its use,
and ultimately improving the company's market value
and goodwill.
Finding the right combination of these parameters
represents perspective method of forming a high competitive level of the labor potential.
Analysis of recent research. Many foreign and
domestic scientists and analysts argue that the competitive image of the enterprise in the first place is based on
the optimum formation of personnel potential, its implementation and development strategy. The main criteria
are usually indicators of production and economic activity.
These theoretical and methodological approaches
studied and developed V. Alaverdyan [1], V. Antonyuk
[2], B. Bachevskiy [3], I. Zablodskaya [3], Jürgen Weber [4], V. Gavva [5], E. Bozhko [5], A. Eskov [7],
O. Kendyuhov [8], M. Korzh [9], E. Dobykina [9], NilsGoran Olwe [10], Paul R. Niven [11], Robert S. Kaplan
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[12], O. Fedonin [13], Fridag R. Herwig [14], O. Kamenskaya [17].
Currently, however, for the implementation of
these aspects the three parameters are of the most pressing issues. They are a value indicator of the employment
potential creation, the calculation of its market value and
creativity of human resources, which are so far not considered.
The aim is to develop recommendations for the
improvement of labor potential management mechanism based on scientific approaches to the choice of
methods and means of deliberate action on the process
of improving the formation of labor potential and improve the competitive image of the company as a whole.
The main part. For successful solution of this task
a three dimensional model of competitive space of the
labour potential is suggested. It is characterized by value
quantity indices of labour potential, its market value and
creativity of its staff resources. When taken in this
space, the enterprise labour potential will promote realization of the main formula for successful business.
Success = f(Interrelations with customers; Value).
On fig. 1 the competitive space model of labour potential is presented. In practice, the form and location of

the polygon will be defined by the character of competition in the market where the enterprise functions and
by potential investors’ interests.
This space defines the potential range of the labor
potential parameters of a particular enterprise, carried
out under the strategy of formation, implementation and
development of the labour potential developed by each
company.
It is proposed the following procedure of working
with the competitive space (for one specific object):
Stage 1. Defining of the object analysis parameters.
The creating value of the labour potential (Cv) can
be determined by using expense methods of estimation,
taking into account the expenditure on the formation of
the personnel potential, salaries, wages, staff training,
retraining and professional development.
The creativity level of the labour potential (Cl) can
be determined by a number of parameters: science intensively index (SRECW cost to the annual sales volume), invention quantity, invention radicalism, ecological safety.
The estimation of the labour potential market value
(Mv) should be made using gainful approach by the
method of discount money flows. This method is given
below.
Thus, the point with the coordinates Cv, Cl, Mv is
got.

Competitive space
of the labour potential
Creating value (Сv)
Mv max
Mvmin

В

.А

Сv max

С

Perspectives of
competitive
increase LP
D
Market value LP
(Mv)

Сv min
Cl min

А (Mvmax,Clmin,Сvmax)
В (Mvmin,Clmin,Сvmax)
С (Mvmin,Clmax,Сvmax)
D (Mvmin,Clmin,Сmin)

Cl max
Creativity level LP

Fig.1. Competitive space of the labour potential (LP)
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Stage 2. Defining of the competitive space parameters (LP).
By means of examination using engineering calculation and marketing research the values of Cv max,
Cvmin, Clmax, Clmin, Mvmax, Mvmin. As a result, we get the
coordinates of the space points: A(Mvmax, Clmin, Cv max),
B( Mvmin, Clmin, Cv max), C( Mvmin, Clmax, Cv max), D(
Mvmin, Clmin, Cvmin).
Stage 3. Characteristics of the competitive space.
Let us consider the special case where the competitive space is limited by four planes as it is shown in
ig. 2. One of these planes is parallel to the plane Mv, Cv
(ABD plane), the second one is parallel to the plane Cv,
Cl (BCD plane), the third plane is parallel to the plane
Mv, Cl (ABC plane), the fourth one is set at an angle
(ACD plane).
Stage 4. Defining of the object position, relative to
the analysis of the competitive space.
Stage 5. Implementation of the change of the object
of analysis parameters, depending on the results obtained in stage 4, as well as the objectives and the current
situation in the market.
The competitive space parameters may be changed
in three directions and thus they create 27 possible combinations, 8 of which are not worth to be considered because they do not provide a competitive object entering

the space. Accordingly, the object has 19 management
options that lead to the creation of competitive advantage of the labour potential.
If the company manages to achieve that its labour
potential moves into the area, "perspectives of competitive increase", it means the shift of parameters of the existing space in the direction of ensuring a higher market
value and the level of creativity at lower costs to create
the employment potential.
It is possible that a number of enterprises would be
competing outside the competitive space that will provide a certain competitive advantage to the enterprise, to
form a new competitive space.
At the same time, the vector competitiveness increase should be defined this way:
ā = (Mv,Cl,Сv), where Mvmin<Mv<∞,
Clmin<Cl<∞, 0<Сv<Сvmax.

As a result, Mv → ∞, Cl → ∞, Cv → min in case
when the market value and the level of creativity increase while reducing costs on the formation of the labour potential.
An important advantage of the method is its versatility – it is possible to use it in industrial enterprises of
different branches.

Сv

Competitive
space LP
Б

А(80,10,70)
В(20,10,70)
С(20,100,70)
D(20,10,20)

65

Х’

А
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X’(50,26,65)
X”(55,40,60)

Х”
С
Perspective of
competitive
advantage increase
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D
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Fig. 2. Object positioning regarding the competitive space
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Fig. 2 shows a hypothetical model of the positioning of the labour potential in relation to the competitive
space and its displacement as a result of optimization of
its formation costs that increases market value and the
level of creativity.
Competitive space is limited by the space points
A (80,10,70), B (20,10,70), C (20,100,70) and
D (20,10,20). Point X' (50,26,65) corresponds to the position of the evaluated potential before the measures to
optimize the costs on the formation of the labour potential and increasing creativity parameters, point X"
(55,40,60) – after these measures. As can be seen, in the
first embodiment the object is in the zone of the competitive space.
The result of the optimization of the potential formation costs, increasing the market value and the level
of creativity was the object motion on the vector in direction of improving the competitiveness potential, and
thus a competitive advantage is obtained.
Special attention should be paid to determining the
market value of the labour potential. To solve this problem the method of discounted cash flows is suggested
[6]. In the income approach according to this method the
present value of an enterprise (business) is defined as the
sum of the present value of forecasted income flows and
present value reversion (object sale value in the postforecast period):
PV = 

MF
+ PVr ,
(1 + i)n

(2)

where
i – discount rate, which can be accepted in this case
at the level of the labour potential implementation ratio,
ie i = 0.3 [5];
n – given period of reduction or duration of the
forecast period, ie 3-5 years;
MF – forecasted money flows;
PVr – present value of the possible sales of the object in the post-forecast period (present value of reversion).
The value of the second component may be determined using Gordon model that allows to calculate the
costs of business-largest income in the first year of the
post-forecast period which is also reduced to the quantity of the present value:
PVr =

Rpp
1
×
,
i − α (1 + i)n

(3)

where
Rpp – enterprise income in post-forecast period;
α – the rate of income flow growth, %.
In order to highlight the value of the labour potential cost of the total income flow it is logically to multiply the business value ratio on the staff profitableness
ratio:
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PVs = PV × Рп = (

PP
+ PVр) × Рп ,
(1 + i )n

(4)

where
Рп = Pms + Рlp = Spm × Рп + Slp + Рп ,
(5)
Spm and Slp – accordingly, the share of profitability
of the management and technological personnel in the
total personnel cost-effectiveness. The share of profitability may be determined as a percentage of payroll, respectively corresponding category in the total wage
fund.
It should be noted that the definition of profitability
of the management and technological personnel with
this method, i.e. as the ratio of profits to wages fund of
the corresponding category, is not entirely appropriated
in this case since for the correct definition of the profitability of each category it is necessary in the total
amount of income to distinguish the part that is directly
generated either by management personnel or technological one, but such differentiation is often difficult or
impossible.
To assess the implementation of the labour potential from the point of the income approach as an analogy
can be used the ratio of the present value of the project.
Then the efficiency ratio of the labour potential can be
defined as the difference between the total wages and
salaries fund of all staff for the forecast period which is
considered as an investment and the present value of the
labour potential:
WSF
NPPwp = −
+ PVп ,
(6)
(1 + i )n
If this ratio is positive and significantly exceeds
zero, then we can say that the employment potential is
used effectively.
The following relationships can be used as indicators of the relative potential and effectively realization
of the labour potential:
PVп
Rpp wp =
,
(7)
WSF × n
WSF × n
,
(8)
Rer wp =
PVп
As it was mentioned, the labor potential is the dominant factor in shaping the company's goodwill. The
qualitative aspect of goodwill is defined as the value of
the company's goodwill. The quantitative aspect of
goodwill is determined using the method of excess profits as the capitalized value of excess returns:

Pex = NVА × iab ,
Pex = NNP − Pex ,

Vr = Vpex =

PS
,
R

(9)
(10)
(11)

where
NVA – net value of the company's assets, UAH;
iab – average branch profitability assets, UAH;
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Pex – expected profit, UAH;
PS – excess profit, UAH;
NNP – normalized net business income (excess
profits), UAH;
R – rate of capitalization for the enterprise (business).
To highlight the value of the goodwill that was generated by the employment potential, it is logical to use
the following formula:
Pex × Рp
V wп g =
(12)
i
and in details:
Pex × Рp Pex × ( Рms + Рlp)
V wp g =
=
(13)
i
i
Conclusions. Thus, the proposed approach allows:
1) to determine the value of the labour potential in
value terms;
2) to allocate the contribution to the formation of
the market value of the enterprise (business) as a whole
element such as the labour potential and certain categories of human resources (managerial and technological
personnel);
3) to determine the cost value of that part of goodwill which is formed directly by human resources;
4) to evaluate the efficiency (NPVlp), the level of
the labor potential realization (Rer lp), as well as the existing potential (Rpp lp) by means of appropriate indicators;
5) in order to improve the employment potential
control system it is proposed the analysis of the competitive space of labour potential, which will systematically
evaluate all its characteristics and trajectory in the competitive space in order to create goodwill of the company
and, finally, to increase the market value.
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Добикіна О. К. Вдосконалення механізму
оцінки та управління трудовим потенціалом в
умовах адаптації до вимог міжнародної інтеграції
У статті акцентовано, що в кризових умовах
світової економіки і, зокрема для країн з трансформаційним характером господарювання, особливу актуальність набуває оптимальне формування
такого елементу економічного потенціалу підприємства як трудовий потенціал. Ця актуальність обумовлена ще і тим, що останній є основоположним
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чинником, свого роду каталізатором, такого нематеріального активу як гудвіл фірми. Розглянуто підходи вартісної оцінки трудового потенціалу. В цілях
удосконалення системи управління трудовим потенціалом пропонується аналіз конкурентного простору трудового потенціалу, що дозволить системно
оцінити всі його характеристики, і траєкторію руху
в конкурентному просторі з метою формування гудвілу фірми і, зрештою, підвищення ринкової вартості.
Ключові слова: міжнародна інтеграція, трудовий потенціал, гудвіл, конкурентний простір, прибутковий підхід, вартісна оцінка.
Добыкина Е. К. Совершенствование механизма оценки и управления трудовым потенциалом в условиях адаптации к требованиям международной интеграции
В статье акцентировано, что в кризисных условиях мировой экономики и, особенно для стран с
трансформационным характером хозяйствования,
особую актуальность приобретает оптимальное
формирование такого элемента экономического потенциала предприятия как трудовой потенциал. Эта
актуальность обусловлена еще и тем, что последний
является основополагающим фактором, своего рода
катализатором, такого нематериального актива как
гудвилл фирмы. Рассмотрены подходы стоимостной
оценки трудового потенциала. В целях совершенствования системы управления трудовым потенциалом предлагается анализ конкурентного простран-

ства трудового потенциала, что позволит системно
оценить все его характеристики, и траекторию движения в конкурентном пространстве с целью формирования гудвила фирмы и, в конечном итоге, повышения рыночной стоимости.
Ключевые слова: международная интеграция,
трудовой потенциал, гудвилл, конкурентное пространство, доходный подход, стоимостная оценка.
Dobykina Y. Perfection of mechanism of estimation and management labour potential in the conditions of adaptation to requirements of international integration
In this article it is accented that in the crisis of the
world economy and, especially for countries with transformational nature of management, of particular relevance is optimal formation of such an element of the
economic potential of the enterprise as the labour potential. This urgency is due to the fact that this factor is fundamental as a catalyst of such an intangible asset of the
company as goodwill. The approaches of valuation of
labour potential are considered. In order to improve the
employment potential of the control system an analysis
of the labour potential competitive space is proposed,
that allows to evaluate systematically all its characteristics. The trajectory in the competitive space for the purpose of company goodwill formation and, finally, for
the market value increase is suggested as well
Keywords: international integration, labour potential, goodwill, competitive space, income approach, valuation.
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SOCIAL COOPERATIVES: WHETHER THE EUROPEAN EXPERIENCE
TAKES ROOT IN UKRAINE?
Social enterprises, as the most important expression of citizens’ needs and aspirations in the form of an
cooperative, have appeared naturally to provide adequate solutions to satisfy community needs, such as social, health, and education services, housing for homeless, ecological situation improvement and landscape
development, as well as labour integration for disadvantaged and socially excluded people, – all of them are
worldwide basic needs. Over the last few years, the cooperative movement, through member-based and democratically controlled businesses, has been meeting the
challenge of satisfying those needs in a more intensive
manner, while at the same time contributing to economic development, sustainable employment and social
cohesion in communities. Cooperatives play a significant role in employment creation and income generation, with more than 100 million jobs worldwide [1,
p. 40]. Moreover, they provide higher quality and better
cost-efficiency compared to other delivery patterns, according to a number of studies (see, for instance, [2 –
4]). Case studies also revealed the resilience of worker
and social cooperatives in the face of crises, be they individual enterprise crises or global and separate country`s macro-economic ones. This particular resilience to
crises of various types is a clear indication of the capacity of cooperatives to contribute to local and regional development both under a crisis and in normal times [5,
p. 190 – 191; 6, p. 15].
Social entrepreneurship is growing rapidly in many
countries, especially in the Western industrialised countries, mainly in Europe and North America, successfully
solving the problem of unemployment, social protection
and social inclusion in society. In Ukraine under modern
conditions of political, financial, and economic crisis, it
is urgently needed to create appropriate business climate
for fostering social entrepreneurship as an alternative
way to overcome the difficult situation. Nevertheless,
potential contribution of social enterprises to work integration, job creation, and social services delivery remains largely unrealized in Ukraine as well as in other
CIS countries, particularly in relation to disadvantaged
groups including the long-term unemployed, ex-criminals, people with disabilities, internally displaced persons and ethnic minorities [7, p. 6; 8, p. 8 – 9; 9, p. 279].
Therefore, it is relevant to study the experience of development of the social enterprises sector in European
countries in general as well as social cooperatives, in
particular, in order to address the acute economic and
social problems in modern Ukraine.

The aim of the paper is to investigate the European experience of social cooperatives development,
creating appropriate environment for this type of business, as well as to determine how this experience should
be applied in Ukraine.
Methodology and Research Approach. To gain a
thorough understanding of its facets, and to build up a
solid and tested framework for the comparative part, the
concept of social cooperatives / enterprises is explored
through a literature review of current research of leading
scholars on this topic initially. Then, ways to enhance
the development of social cooperatives are determined
on the basis of a study of available empirical data, scientific literature, laws and regulations relating to the
ecosystem for the appearance and operation of social cooperatives in EU countries. Conclusions are on how the
social cooperatives concept has been legally implemented and institutions necessary for this type of business support established in Ukraine. In doing that a number of general and special methods were used, such as:
theoretical generalization, abstract logic; synthesis;
comparative and structural analysis.
The phenomenon of social entrepreneurship has
emerged in West European an North American countries in 60-es – 70-es of the XX century, and social enterprises sector has been steadily growing over the last
20 years mostly due to development of the cooperatives
movement and evolution of the non-governmental organizations towards commercialization and involvement into public service provision and work integration
for disadvantaged and socially excluded people. Around
the world, the moment is dawning today for some of the
most successful social entrepreneurs, and they are
slowly moving away from a dependency model of financing, the traditional business model for non-profits
in which they depend solely or almost entirely on charitable contributions and public sector subsidies, with
earned revenue either non-existent or minimal. A distinctive feature of these enterprises is that they receive
income from the ordinary production and commercial
activities for the sustainable financing of the targeted social activity. One of the pioneer researchers of social entrepreneurship phenomenon, Charles Leadbeater put
forward a brief but concise explanation why social entrepreneurship is important for modern capitalist societies improvement: “There is a growing political and intellectual consensus that we need to start looking beyond the confines of the traditional welfare state and the
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voluntary sector for solutions to our social ills” [10,
p. 9].
The concept of social entrepreneurship and social
enterprises has been widely discussed in academic circles and literature mainly in the OECD countries since
the early 90s of the last century [2, p. 11; 11, p. 32; 12,
p.7; 13, p. 5]. Now the concept is a research topic in
wide range of societal sciences, which representatives
are seeking an alternative way to find proper answers on
modern social challenges. Among Western scholars
who made significant contribution in investigating of
social enterprises as type of business and their ecosystem are C. Borzaga, J. Dees, J. Defourny, L. Favreau,
J. Hausner, G. Galera, J. Kerlin, J.-L. Laville, J. Mair,
M. Mendell, F. Moulaert, A. Nicholls, R. Nogales,
M. Nyssens, B. Roelants, R. Spear, M. Yunus, and others. Recent years have witnessed a new interest in cooperative organizations, especially as a result of their
transformation and expansion in new fields of activity,
particularly in social services. C. Borzaga, G. Galera,
B. Roelants, R. Spear in their works have explored cooperative evolutionary dynamics in advanced, developing and transition economies with a view to provide researchers and practitioners interested in studying and
promoting the development of social enterprises sector
and social economy as whole. In Ukraine there are few
publications devoted to the topic. The research activities
connected with social enterprises were concentrated on
such topics as reasons for emerging and development of
the social enterprises sector [14; 15], as well as its role
and concrete areas for support of socio-economic sustainable development [16; 17], the necessity and feasibility of social cooperatives development in the country
[18]. Despite of these attempts, there are several aspects
remained poorly studied, namely: legitimization of social enterprise sector in the country as whole and social
cooperatives, in particular; institutional aspects of the
sector formation and its support both on the state and
local levels.
Social entrepreneurship is a relatively new concept
in societal sciences. Nevertheless, this concept has
gained increasingly acknowledgement at an international level with international organisations (for instance, the UNDP, the OECD Centre for Entrepreneurship, SMEs and Local Development, the European Economic and Social Committee), international charitable
foundations and organizations (for instance, Ashoka,
the Schwab Foundation, the Skoll Foundation), worldclass universities, governments, public agencies, private
corporations and entrepreneurial firms paying attention
to and allocating resources for social aims. Because of
this increased acknowledgement, social entrepreneurship has now evolved into a global phenomenon. In Europe, despite the absence of universal and indisputable
definition of the social enterprise [11], this concept has
been increasingly using to identify an alternative way of
doing independent business, which occurs when an en-
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terprise created in order to pursue primarily social aims
while simultaneously carrying out commercial activities. In the paper, we do not discuss a wide range of definitions of social enterprise existing in academic publications and official documentation or develop a new
one. Instead, we operate with the existing and widely
accepted notion of Social Enterprise as articulated in the
European Commission’s Communication “Social Business Initiative”. The Commission uses the term “social
enterprise” to cover the following types of business:
• those for which the social or societal objective
of the common good is the reason for the commercial
activity, often in the form of a high level of social innovation,
• those where profits are mainly reinvested with
a view to achieving this social objective,
• and where the method of organisation or ownership system reflects their mission, using democratic or
participatory principles or focusing on social justice [19,
p. 2 – 3].
The definition of the Communication mentioned
above incorporates the three key dimensions of a social
enterprise that have been developed and refined over the
last decade or so through a body of European academic
and policy literature:
• an entrepreneurial dimension: engagement in
continuous economic activity;
• a social dimension: a primary and explicit social purpose; and,
• a governance dimension: the existence of governance mechanisms to ensure prioritisation of the social purpose and which demonstrate sensitivity to different stakeholder interests [20, p. 45 – 46].
Each of the above dimensions has a set of core criteria – reflecting the minimum conditions that an organisation must meet in order to be categorised as a social
enterprise under the EU definition. The following core
criteria were established:
• the organisation must engage in economic activity
• it must pursue an explicit and primary social
aim that benefits society;
• it must have limits on distribution of profits or
assets to prioritise the social aim;
• it must be independent from the state agencies
or other for-profit organisations; and
• it must have inclusive governance i.e. characterised by participatory and/ or democratic decisionmaking processes.
In European Union, social enterprises are operating
in almost every sector of the member-countries economies, such as banking, insurance, agriculture, craft, various commercial services, health and social services,
provision of employment and sheltered workshops etc.
According to web site of European Commission on
20/02/2017, there are 2 million social economy enterprises in Europe, representing 10% of all businesses in
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the EU. More than 11 million people – about 6% of the
EU’s employees – work for social economy enterprises:
out of these, 70% are employed in non-for-profit associations, 26% in cooperatives and 3% in mutual organizations1.
Studies have revealed that in Western Europe social enterprises actively use the legal form of non-profit
association or cooperative. Social enterprises operate in
the form of associations in countries where legal associations are free for commerce on the open market. In
countries such as Finland, Sweden, Spain, where commerce law has certain limitation in commercial activity
for non-profit associations, the social enterprises usually
have the legal form of cooperative [21; 22]. In 2013 cooperatives in Europe that correspond to the criteria spelt
out in the Social Business Initiative mentioned above
were over 18 000 enterprises employing at least half a
million EU citizens (out of whom 50 000 are vulnerable
people). Over 17 000 social cooperatives are registered
under a specific law on social cooperatives (or equivalent term) in Italy, Greece, Poland; Hungary, Spain (“social initiative cooperatives”), France (“community interest cooperative enterprises”), Portugal (“social solidarity cooperatives”), plus a a small amount of ones that are
regulated by a combination of a general cooperative law
and a law on social enterprises (or equivalent term) in
Finland, the UK (“community interest companies”) and
Belgium (“social purpose enterprises”), the rest being
registered under a general cooperative law only (for instance, in Sweden, the Czech Republic, Slovakia, Slovenia, Romania, Bulgaria and Malta).
Over 13,000 of these cooperative enterprises are
organized in a federative system coordinated by
CICOPA-Europe at the European level [23]. CICOPA,
a sectoral organisation of the International Cooperative
Alliance (ICA) represents industrial and service cooperatives across the world. Many of those cooperatives are
worker cooperatives, namely cooperatives where the
members are the staff of the enterprise and which are
characterized by a distinctive type of labour relations,
called “worker ownership”, different from the one experienced by conventional employees or by self-employed. A new and growing typology of cooperatives
represented by CICOPA are cooperatives whose mission is the delivery of goods or services of general interest, i.e. social cooperatives. CICOPA also represents cooperatives of self-employed producers active in industry
and services. Starting almost from scratch a few decades
ago, the cooperative form of social enterprise has grown
into the largest organized group of such enterprises in
Europe, and its figures continue to grow steadily in spite
of the on-going crisis, in front of which it is showing
particular resilience and sustainability, according to a

number of studies. For example, 32% of social cooperatives in Italy are experiencing net growth under the current crisis, a much higher rate than other types of enterprises in that country2.
The concept of social cooperative made its first official appearance in 1991 when the Italian Parliament
adopted a law creating a specific legal form for “social
cooperatives” which underwent a quite remarkable development. Since then, social cooperative has also become a new type of cooperative in some countries,
which also adopted specific legal frameworks for such
enterprises (see table 1).
The Italian experience with social cooperatives is
especially impressive. Since passage of a 1991 law that
authorizes social cooperatives and provides public policy support for them, 14,500 social cooperatives have
been started that employ 360,000 paid workers and rely
on an additional 34,000 volunteer members.
The typical cooperative has fewer than 30 workermembers, and provides services to the elderly, the disabled and those with mental illnesses. Some provide
“sheltered employment” for people with disabilities and
other vulnerable groups. Currently Italian social cooperatives are providing services for nearly five million people, and they bring in and spend 9 billion euros annually.
Their survival rate after five years is 89 percent [27]. On
the example of Emilia-Romagna, which is one of the
most active region in Italy for the development of social
cooperatives, one can see how stable this sector during
the economic crisis. From the data in Table 2, one can
see that: 1) cooperatives in the region as a whole have
shown more employment resilience to the economic crisis than employment in general; 2) there was a decrease
in employment in cooperatives, except for social ones,
in 2010 and 2013. However, in 2012, when the total employed population of the region decreased, employment
in cooperatives, as well as in social cooperatives, increased; 3) a significant part of the employment resilience of cooperatives under the crisis in the region Emilia-Romagna has been the outcome of a steady increase
of employment in social cooperatives.
An analysis of Italian social cooperatives and their
characteristics reveals that these organizations were really a new type of business entities that differs from
commercial firms even traditional cooperatives, public
service agencies and non-profit organizations. Social
cooperatives not only tend to combine the social aims of
traditional non-profit organizations with the entrepreneurial behaviour of conventional business corporations
and cooperative firms, but also have a unique ownership
and membership structure. “On one side, while owners
in conventional firms hold the right to control the firm
and to appropriate the firm’s profit, and owners in non-

1

See: https://ec.europa.eu/growth/sectors/social-economy_en.
One of the findings of a research project carried out by the European Research Institute on Cooperative and Social
Enterprises (Euricse) [23].
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Work integration, social care; provision of services that satisfy collective needs/local development

Production or provision of goods and services of collective interest, which present a character of
social utility

Social cooperative
Cooperatives Act, 2013

Commercial Corporations Act, 2012

Work integration of jobless or socially disadvantaged people, social care and educational activities

Work integration of jobless or socially disadvantaged people, social care and educational activities

A national Committee on Social Enterprise recommended an administrative registration scheme for
social enterprises taking on a variety of different Legal Forms. The registration system is built on the
Social enterprise
Law on Registered Social Enterprises,
assessment of social activity that the absence of
(any legal form including cooperative one) 2014
regulation in some instances may cause problems for social enterprises in terms of legitimising their
business and developing a form of common identity.

Social enterprise
(via cooperative form)

Економічний вісник Донбасу № 4(46), 2016

205

The table is based on sources: http://www.euricse.eu/wp-content/uploads/2015/03/social-economy-guide.pdf; http://www.bis.gov.uk/cicregulator/; http://www.legislation.gov.uk/ukpga/2014/14/contents; http://www.bdv.at/wordpress/wp-content/uploads/2012/06/WISE_Bericht_DE_2009_final.pdf; [2, Annex 1]; [22]; [24]; [25]; [26].

Denmark

Croatia

Czech Republic

Hungary

Poland

Finland

Great Britain

2011 – the second version
Draft of new Law of 5 June 2016 (do not
adopted yet)

National law,
1999 – the first version

National law, 2001

Work integration of vulnerable populations, including long-term unemployed
Federal law, 2001
Community Interest Company Regula- The wide field of activity that meets the needs of the community. Compliance with social objectives
Community interest company (in form of tions, 2005
is assessed a special institution (the CIC Regulator)
limited company or cooperative)
Cooperative and community benefit society Co-operative and Community Benefit So- Any legitimate business that has a social orientation, with the exception of business for profit, mainly
cieties Act, 2014
for the payment of interest, dividends or bonuses to members of the company
Social enterprise
Act on Social Enterprise, 2003
Work integration of jobless or socially disadvantaged people, local development
(market oriented cooperative)
Social cooperative
Social and professional reintegration of jobless and/or disabled persons, social care and educational
National law, 2006
activities
To find employment for coops members who are jobless or socially disadvantaged, and to encourage
Social cooperative
National law on cooperatives, 2006
the improvement of their social situation by other means

Limited liability social cooperative
(Koi.S.P.E.)
Social cooperative and working cooperatives
Work integration social enterprise (any legal form including cooperative one)

Greece

Germany

General-interest
cooperative society
Social cooperative

France

There are no formal restrictions on the activities a company is able to carry out, but it is required to
set out details of the social purpose in their statute. Usually, company can take on the status of an
SPC carries out its social purpose through trading.

1. Provision of assistance services in the fields of health, education, culture or any other activity «of
a social nature» (equivalent to type A in Italy)
2. Any economic activity aiming to provide labour
integration of persons who are victims of any type of social exclusion, and, in general, the satisfaction
of social needs that are not catered for by the market (equivalent to type B in Italy)

Activities allowed
Type “A” - can deliver health, social or educational services. They operate as commercially orientated
businesses, with workers and volunteers being members of the coop. Many “A” coops have established ‘privileged’ relationships with municipalities
Type “B” - integrating disadvantaged people into the labour market.

Table 1

Co-operative code, 1996 and Legislative Satisfaction of the needs of socially disadvantaged families and communities, poor citizens
decree, 1998
returning to the country, work-integration of vulnerable groups of citizens

Social solidarity
cooperatives

National law, 1999

Social cooperative societies

Portugal

Regional laws in 12
autonomous regions,
during 1993-2003

Labour integration
cooperative societies

Social purpose company (via limited liabilThe Companies Code,1995
ity company or cooperative form)

National law, 1991

Law/Year

Social cooperative

Legal forms used

Belgium

Spain

Italy

Country

Social cooperatives and equivalent in legislation of European countries

O. Lyakh

O. Lyakh

O. Lyakh
Table 2
Changes in employment in cooperatives and the employed population in general
in the region Emilia-Romagna between 2008 and 2013
2013 to
2008
2010
2012
2013
2008
Employed population
1979560
1942490
1968860
1937630
97,9%
Employment in
166244
165696
172217
171341
103,1 %
cooperatives
Employment
in social
34170
36599
38156
38372
112,3 %
cooperatives

2013 to
2012
98,4%
99,5 %
100,6 %

Source: Unioncamere Emilia-Romagna, 2013; www.istat.it.

profits do not have rights to either element, in social cooperatives the owners (that is, the cooperative’s members) have full control rights over the firm but not overits profits, since when the cooperatives are allowed to
distribute part of their profits, their assets are normally
locked. On the other side, social cooperatives in the Italian case have often a multi-stakeholder membership, including in their governance all the different actors participating in the production process: workers, volunteers, customers, and even other private or public organizations...” [26, p. 9]. Thus, social cooperatives can be
seen as one of the most developed and successful models of social enterprise. . Since, as a rule, the social cooperatives are the result of the initiative "from the bottom - up" and concentrate civic initiative as an additional resource, they are an effective sample of various
social issues solution. Moreover, this is true both for
countries with well-developed and stable welfare system, as well as for countries that need to restructure their
social security system and social welfare, for example,
for Ukraine.
For Ukraine is useful to study the experience of the
neighboring country, Poland, which is also actively developing social cooperatives. Prerequisites for the implementation of social cooperatives in Ukraine may be
formed with consideration of the best achievements international experience, including one that can be
adapted to local realities. Neighborhood location both
countries, a lot of common in historical and cultural heritage, socialist past, all these criteria determine the necessity of applying the experience of development of social cooperation in Poland [28, p. 84]. A lot changes in
respect to social cooperation occurred here during the
period shortly before the country access to the European
Union. EU policy with corresponding funding, as well
as improvements in social policy towards active form
have contributed to the rapid popularization of social
economy in Poland. The Act on the social cooperatives
was put on effect in 2006. Its main aim is bringing back
to the labor market and joint entrepreneurship people
who are in danger of the social exclusion, people who
have low chances for employment, as well as enabling
the unemployed people to be active in their profession.
The founders of the social cooperatives may be the

physical persons, and the number of a cooperative workers cannot be less than 5 and not higher than 50 people
[29]. The Act stated the concrete physical persons who
are allowed to create the social cooperatives are: unemployed; alcohol and drug addicted, and other people
with abuses after the treatment; homeless who realize an
individual program of overcoming the homeless; exprisoners who have difficulties for social integration;
persons with mental disorders; refugees who have problems with the integration; disabled who have able to perform the legal actions; other people not mentioned
above, on condition that their number does not exceed
the 50% of the general number of the founders.
After the novelization of the Act in 2009, the social
cooperative can also be established by at least two legal
entities from the following list: NGOs, local self-governments` entities or the ecclesiastical legal entities. After the establishment of the social cooperatives, the legal
entities are obliged to employee at least 5 workers out
of the mentioned above, within 6 months since day of
registration of the social cooperative in the National
Court Register. After 12 months of the continuous employment on the cooperative, employed workers can become its rightful members.
People who establish the social cooperative are allowed by the law to apply for the disposable subsidiaries
from the Labour Fund resource for undertaking of the
business activity, dismissal of the court charges expected while establishment of the social cooperatives,
refund of the shares paid for the social insurance, tax allowances, running the simplified accounting in the cooperative, voluntary support, possibility to obtain the
public task and social clause in the public orders. The
activity of the social cooperative can also by supported
with the funds from the budget of the local self-government units: subsidiaries, loans, services or the counseling in the financial, accounting, economical, legal and
marketing extent and reimbursement of the scrutiny
costs.
Social cooperatives in Poland operate in many different sectors (such as construction, catering and hotels,
craft, environmental protection and tourism). The current data issued by the Polish National Council of Cooperatives (Krajowa Rada Spółdzielcza) shows that
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there are about 11,655 cooperatives in Poland, including
those in shutdown process. Most traditional cooperatives (such as housing, manufacturing, rural agricultural,
worker and bank cooperatives, cooperatives for the disabled and other types of traditional cooperatives) declined in numbers after 1989. More than 60% of all cooperatives were established before 1989. The whole cooperative sector is dominated by housing cooperatives,
which represent 38% of the total number of cooperatives. Worker cooperatives constitute 8.5% of all cooperatives. Only social cooperatives, as a new type, have
emerged in the Polish social economy landscape after
passage of the new legislation of 2006, and their number
has grown dynamically. In 2007, there were only 70 social cooperatives and their number had increased up to
470% by 2011, while this unprecedented growth is still
occurring. The new legislation entailed supportive
measures for the start-up and operation of social cooperatives, especially in the area of job creation. However,
they are subject to high risk both in terms of their membership and the lack of mechanisms supporting their operations, such as raising the quality of services, adaptation activities and access to funds for investment (most
often – if not always – they have only enough money for
start-up costs). Many of them are not in a position to defend themselves on the open market [30].
In Ukraine, the cooperative form of business is not
sufficiently developed, even in a traditional sphere of
cooperation, such as agriculture, trade and catering [18,
p. 89 – 90]. At the same time in the country for quite a
long time, there are significant needs and real possibilities of formation and expansion of the cooperative sector, not only in traditional industries, but also in such
areas as construction, coal mining, and social services
[31, p. 37]. As for social cooperation, it should be noted
insufficient role played by social cooperatives in the
post-communist countries, especially in Ukraine. This is
a relatively new trend in the world-wide cooperative
movement remains undervalued in Eastern Europe.
There are various factors that explain such status, when
despite the existing demand for general interest services
there are lack of entrepreneurial behaviours on the part
of groups of people who are able to create and run a social cooperative. These factors comprise: the lack of
supporting environments and infrastructures; a restricted access to resources; unsuitable institutional
framework and conflicting legal environment or even a
legal vacuum on the social cooperatives, which result in
a lack of legal regulations and unsuitable legal frameworks that fail to consider the social commitment and
degree of disadvantage taken on by social enterprises
into account. In addition, the fragile political systems
where social enterprises are fit in prevent them from
building medium and longer term strategies and the lack
of skills of social entrepreneurs adds to the chronic financial instabilities of most social enterprises. Overall,
the roles displayed by other than investor-owned orga-
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nizations and public agencies in the social systems and
economies of post-communist countries are widely untapped. Social enterprises are still considered as “filling
the gaps” agents rather than long-term welfare and economic actors (see [32, p. 203 – 206]). The experience
obtained by author during participation in elaborating of
several strategies and programmes for small business
development in the Donbass and consulting for several
social entrepreneurship projects shows that a lack of information on the process of starting and driving a social
enterprise might be viewed as a barrier for some initiatives. However, the experience also proves that, despite
this, setting up a social enterprise in the Ukrainian notfor-profit sector even under existing legal frameworks
provides a real opportunity for getting social values.
In April 2013 the Committee on Economic Policy
of Verkhovna Rada of Ukraine considered the bill “On
social enterprises”, which was presented by the MP
O. Fel`dman. According to the conclusion of the Chief
scientific and expert department of the Parliament and
the comments of the Committee members, the bill was
rejected. MP O. Fel`dman in April 2015 again submitted
to the Committee on Economic Policy of Verkhovna
Rada of Ukraine the bill, while almost did not change its
content [33]. The bill had been included in the agenda
of the second session of the eighth convocation of the
Verkhovna Rada in November 2016, but until now has
not been considered. In the paper [34] a critical assessment of this bill is given. In addition to the comments
and suggestions to improve the bill, it is necessary also
to enter into this document the concept of social cooperative, to expand the scope of social enterprises, and to
submit at least the overall design of ecosystem for social
enterprises functioning.
In order to introduce the European experience on
development of social cooperatives sector in Ukraine,
public authorities should take into consideration the
World Standards of Social Cooperatives approved by
CICOPA General Assembly on 16 November 2011. According to these standards, national legislation on social
cooperatives should meet the following main characteristics [35, p. 2 – 4]:
1. Explicit general interest mission. The most distinctive characteristic of social cooperatives is that they
explicitly define a general interest mission as their primary purpose and carry out this mission directly in the
production of goods and services of general interest.
Work integration, which is a key mission of many social
cooperatives, should be considered as a service of general interest to all intents and purposes, regardless of the
types of goods or services which they produce.
2. Non-state character. In abidance with the fourth
cooperative principle (autonomy and independence), social cooperatives are non-state entities. As such, they
should be substantially independent from the public sector and from other entities, independently from the
forms and amounts of aid, which they might receive, the

207

O. Lyakh
partnership agreements with state authorities, which
they could enter into, and even representation of state
authorities, which might exist within their membership.
3. Multi-stakeholder membership structure. A governance structure potentially or effectively based on
multi-stakeholder membership is an important characteristic of social cooperatives.
4. Substantial representation of worker members.
Worker-members should be represented at every possible level of the governance structure of a social cooperative. The representation of worker members should be
higher than one third of votes in every governance structure. In the case of work integration social cooperatives,
at least 51% of the members (disadvantaged workers
and other workers put together) should be workers. In
both cases, at least 51% of workers should be members.
In addition, all the standards of the standards of the
World Declaration on Worker Cooperatives should apply to worker-members.
5. Non or limited distribution of surplus. Whereas
cooperatives may use part of their surplus to benefit
members in proportion to their transactions with the cooperative (third cooperative principle), social cooperatives practice limited distribution or non-distribution of
surplus. However, this way to apply the third cooperative principle should be adapted to each specific context.
Conclusion. Social cooperatives are among the
most vital actors of the economy in today’s world, showing the capacity to understand the great change and challenges that our societies face today. The conceptions of
social economy, social enterprises and cooperatives are
deeply rooted in the social, economic, political and cultural contexts of almost all European countries. Unfortunately, Ukraine is far behind in this movement, to be
precise not headway in general. A set of basic legal, political and organizational measures can help to create an
appropriate environment for social cooperation development that can improve the impact of social entrepreneurship on the national and regional economies and welfare
systems in Ukraine. The principal requirement is to create a favourable legal context, which treats social enterprises / cooperatives similar to business organizations,
such as has been done in some developed countries (say,
Italy, Spain, Poland), which have instituted legal frameworks for specifically support this sector. In doing that,
it is needed also to keep in mind the distribution of competences between the central, regional and local public
authorities under current process of decentralization.
Thus one can conclude the following:
• The Law “On social enterprises in Ukraine”
should play the role of framework document that define
the essence of subject, the basic criteria and procedures
for granting the status of a social enterprise to concrete
entity, the main responsibility of government and regional public authorities for promoting social enterprises. The appropriate ecosystems for functioning of

social enterprises and for infrastructure their support
have to be set by regional and municipal authorities.
• The following institutions of supportive infrastructure are crucial to consolidate and optimize a social
cooperative development process:
− Business support institutions, deep-seated in
the territory, such as cooperative development centres,
training centres, advisory institutions, nonbanking financial instruments (allowing for a better access to bank
loans) etc. They aim at promoting and supporting cooperatives and other social enterprises in order to ensure
the long-term sustainability of their activity, including
the development of new entrepreneurial models and solutions in response to articulated needs and aspirations.
− Consortia and groups of cooperatives that cluster to engage in common activities or share their resources to achieve common goals.
− Local/regional/national associations, according
to the dimensions and needs of the social cooperative
movement. They are responsible for the representation
of interests with institutions (public authorities, trade
unions, universities etc.) and other types of associative/political networking among the represented social
cooperatives. The autonomy and democracy of these institutions (whose leadership is elected by members)
from governments guarantees a commitment centred on
members/beneficiaries and the reflection of the grassroots’ will.
• It will be useful to elaborate the national and regional Strategies for social entrepreneurship development, which will set out four high level objectives for
the period at least 3 years:
− To increase the visibility of social entrepreneurship and knowledge of the principles of social entrepreneurship;
− To upgrade existing supportive environment for
entrepreneurship;
− To promote the employment of vulnerable
groups in the labour market; and
− To improve social services for disable and socially vulnerable people (lonely old persons, long-term
unemployed, temporarily displaced persons, ex-criminals, alcohol and drug-addicted etc.).
• The courses on the social economy, social entrepreneurship, and social cooperation have to be elaborated and incorporated in the universities’ curricula.
Topics for investigating and discussing.
Partnerships between social cooperatives and conventional enterprises. Social cooperatives and conventional enterprises can promote strategic partnerships to
enhance the capacity of combining the social value of
the former with the managerial competences and excellence in producing goods and services of the latter. Creation of work opportunities for disadvantaged persons
and their integration in conventional enterprises, promotion of welfare solutions for employee are among the
most common forms of collaboration.
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Social cooperatives and local development. The
country has areas where the decrease of socio-economic
factors can lead to social exclusion and marginalisation
of entire communities (for instance, the territories where
anti-terrorist operation has been holding). In these areas,
social cooperatives are increasingly proving their capacity of inclusion, promoting local development, building
new connections with local actors (municipality, associations, etc.) and strengthening strategic partnerships
with conventional enterprises and clusters.
Financial instruments for the development of social cooperatives. There are different financial needs of
social cooperatives, presenting different levers that can
be activated and their connection with the different steps
in the development process of the cooperative: start up,
consolidation, innovation, etc. Thus, it will be useful to
study funding programs that have been developed in the
countries advanced on social enterprises sector promotion.
The challenge of migration and living conditions of
temporarily displaced persons: policies, inclusion, social aid. The different aspects of migration and the role
of the social cooperative movement in migration policies, work integration and social welfare system for migrants and temporarily displaced persons.
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Лях О. В. Соціальні кооперативи: чи приймиться коріння європейського досвіду в Україні?
Потенційний внесок соціальних кооперативів
та інших форм соціальних підприємств в інтеграцію,
зайнятість, створення робочих місць і надання послуг залишається значною мірою нереалізованим в
Україні. Дана стаття присвячена аналізу ролі соціальної кооперації в забезпеченні можливостей для
зайнятості і широкого спектру соціальних послуг
для спільнот за інтересами та місцевих громад. Інституційні аспекти та правові рамки, розглядаються
з метою визначення відповідної системи інфраструктури і середовища для підтримки і стимулювання сектору соціальних підприємств. Увагу також
приділено рамкам політики для підтримки соціальних кооперативів на мезорівні (регіональному), беручи до уваги триваючу децентралізацію публічної
влади, яка, що дозволяє уточнити: який рівень влади
повинен нести відповідальність за конкретні заходи
політики розвитку.
Ключові слова: соціальні кооперативи, сектор
соціальних підприємств, політика підтримки соціального підприємництва, правова база і інститути для
підтримки соціальних підприємств, місцеві громади.
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Лях А. В. Социальные кооперативы: укоренится ли европейский опыт в Украине?
Потенциальный вклад социальных кооперативов и других форм социальных предприятий в интеграцию, занятость, создание рабочих мест и оказание услуг остается в значительной степени нереализованным в Украине. Данная статья посвящена анализу роли социальной кооперации в обеспечении
возможностей для занятости и широкого спектра социальных услуг для групп по интересам и местных
общин. Институциональные аспекты и правовые
рамки, рассматриваются с целью определения соответствующей системы инфраструктуры и среды для
поддержки и стимулирования сектора социальных
предприятий. Внимание также уделено рамкам политики для поддержки социальных кооперативов на
мезоуровне (региональном), принимая во внимание
продолжающуюся децентрализацию публичной
власти, что позволяет уточнить: какой уровень власти должен нести ответственность за конкретные
меры политики развития.
Ключевые слова: социальные кооперативы, сектор социальных предприятий, политика поддержки
социального предпринимательства, правовая база и

институты для поддержки социальных предприятий, местные общины.
Lyakh O. Social cooperatives: whether the European experience takes root in Ukraine?
The potential contribution of social cooperatives
and other form of social enterprises to work integration,
job creation, and service delivery remains largely unrealized in Ukraine. This paper focuses on an analysis of
the role of social cooperation in providing employment
opportunities and wide range of general interest services
for stakeholders and local communities. Institutional aspects and legal frameworks are considered in order to
define the appropriate environment system for social enterprises sector support and fostering. Attention was
also paid to frame of the policy for social cooperatives
support on the mezzo-level (regional), taking in account
ongoing decentralization of public authority that is allowing to clarify what level of authority should be responsible for concrete policy measures elaborating.
Keywords: social cooperatives, social enterprises
sector, social entrepreneurship support policies, legal
frameworks and institutions for social enterprises support, local communities.
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