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«MARSHALL PLAN» FOR DONBASS: 
PREREQUISITES FOR INVESTMENT DEVELOPMENT 

 
Formulation of the problem. The overcoming of 

the unsatisfactory state of the Ukrainian economy, 
which is marked by the increase in gross domestic pro- 
duct (GDP) in 2017 at only 2%, and the expected growth 
in 2018 – at 3%, requires the attraction of significant 
volumes of investments, in particular external ones.  
According to the Gosstat of Ukraine, the amount of di-
rect foreign investments in the economy of Ukraine, cal-
culated as the cost of equity non-resident owners, ac-
counted for a total of 38.982 billion dollars as of July 1, 
2017, while the growth for the last half-year amounted 
to 1.657 billion dollars. Although this gain amounted to 
4.4% of the total investment, the absolute value of the 
indicator does not fully meet the needs of Ukraine [1]. 

The awareness of the topicality of the problem and 
the inevitability of the investment path of Ukraine's de-
velopment is revealed by its foreign partners, who have 
recently been involved in the elaboration of an interna-
tional investment project entitled "Marshall Plan" for 
Ukraine, which provides for up to 50 billion euros of in-
vestment in Ukraine's economy over 10 years [2]. It is 
obvious that the central point of this program is 
Ukraine's readiness to attract these investments, which, 
in its turn, depends on the fate of military conflict, and, 
consequently, on the willingness to use the share of  
foreign investment directly for the restoration of the 
Donbas. The article is namely devoted to the discussion 
of this topic. 

Analysis of the latest publications on the subject 
of the article. The necessity of introducing foreign in-
vestments into the Ukrainian economy is recently in-
creasingly becoming the subject of discussion by vari-
ous foreign institutions, in particular, by the European 
Commission [3]. Considerable attention of specialists is 
paid to the experience of successful foreign investment 
in the economy of Poland, the Czech Republic and other 
countries of Eastern Europe [4; 5], which can also be 

achieved in Ukraine. The issues of readiness of the 
Ukrainian economy to effectively perceive significant 
foreign investments remain the subject of attention of 
researchers for a long time, in particular, monitoring of 
negative factors of investment in Ukraine, according to 
the estimation of the The Bleyzer Foundation [6]. It is 
because of the low state of readiness of Ukraine for the 
effective use of foreign investments, according to the 
world rating «Doing Business», it is only in the 8th of 
the 10 countries that can claim foreign investment. One 
indicates that very slow inflow of foreign investment is 
influenced by excessive regulation of business in 
Ukraine [7]. 

The issue of foreign investment in the Ukrainian 
economy has been increasingly connected with the pro-
cesses of the anticipated cessation of military conflict in 
the Donbas and its reintegration into a single economic 
complex of Ukraine. Thus, even in the recently adopted 
Coalition Treaty of the Christian Democratic and Chris-
tian-Social Unions on the Social Democratic Party in 
Germany stressed the participation in the financial pool 
of an investment program for Ukraine, which "concerns 
the full restoration of its territorial integrity, strengthen-
ing of stability and social development .... readiness to 
participate hugely in the reconstruction of the Donbas" 
[8]. The productivity of such investment path in the pro-
cess of restoration of Donbass was almost for first time 
expressed in the fall of 2014 [9]. The urgent need for the 
Donbas economy in foreign investment has recently re-
ceived some form of substantiation. Thus, according to 
the "Draft Regional Target Program for Promotion of 
Foreign Investments, Development of International Co-
operation and the Formation of a Positive Image of 
Luhansk Oblast", it has been noted that on the territory 
controlled by the Ukrainian authorities, the industrial 
complex actually lost about 70% of its potential. Over 
the past 5 years, the volume of external region's trade 
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has decreased from $ 6847.8 million in 2013 to $ 507.0 
million in 2017, while foreign direct investment de-
clined from $ 826.4 million (as of 01.01.2013) to $ 441.5 
million (as of 01.01.2018) [10]. At the same time, the 
required amount of attraction of foreign direct invest-
ment in the region is estimated at 540.0 million dollars. 
So, the questions about the preconditions in the Don-
bass, which might become a real object of foreign in-
vestment under the so-called "Marshall Plan", is the 
main point of discussion in the article. 

Thus, the aim of the article is to analyze the pre-
conditions for the investment development of the Don-
bas on the international "Marshall Plan". 

Presentation of the main material of the article. 
The issue of attraction of significant foreign investments 
to Ukraine, in particular, on the restoration and develop-
ment of the Donbas economy, needs to be analyzed in 
the following two aspects: 

1) the readiness of Ukraine to effectively perceive 
significant foreign investments, the degree of approxi-
mation of Ukraine's economy, its banking, tax, judicial 
system for the civilized solution of ordinary issues that 
arise in business activities; 

2) the role of Donbass in the economy of the coun-
try and its importance as the object of the most profita-
ble investment in order to obtain an effect beneficial for 
Ukraine as a whole. 

In the aspect of increased readiness of Ukraine as a 
whole, the effective use of investment funds should be 
eliminated or significantly weaken the impact of the 
most acute factors that foreign investors have had in re-
cent years (see Table 1 [11]). 

Considering the factors listed in Table.1 one might 
say that they indicate obvious signs of improving the 
status of many of them during 2017-18 years. So, with 
regard to the factors of sphere A, we observe the stabi-
lization of the hryvnia exchange rate (factor 2), reduc-
tion of price inflation (factor 6), some macroeconomic 
stabilization (factor 7), simplification of customs proce-
dures (factor 8). At the same time, excessively high in-
terest rates on lending, general difficulties in obtaining 
loans (factors 1 and 3), lack of substantial amount of free 
capital (factor 9) only emphasize that Ukraine's invest-
ment development is really possible, primarily due to 
foreign investment. 

 
Table 1 

List of the most acute negative factors of foreign investment implementation in Ukraine 
Sphere of  

manifestation 
Negative factors of foreign investment in Ukraine 

А. General eco-
nomic status and 
management sys-
tem 
economy 
 

1. Excessively high interest rates on loans 
2. Inflated devaluation of the hryvnia exchange rate 
3. Difficulties in obtaining long-term loans 
4. Low level of protection of intellectual and physical property rights 
6. Significant price inflation in the domestic market 
7. Insufficient macroeconomic stability 
8. Complicated customs procedures with high costs 
9. Lack of capital market for issuance of securities 

B. Legislation and 
practice of doing 
business 

10. The burdensome system of tax collection 
11. Absence of real guarantees of protection of shareholders from raiding and illicit partnership 
12. Excessive inspections of state authorities for control purposes 
13. Unfair competition by monopolists 
14. Excessive taxation of business and wages 
15. Excessive business regulation 
16. Complex bankruptcy and liquidation procedures of enterprises 

C. Judiciary 17. Disadvantages of judicial field, which make it an obstacle for doing business 
18. The level of independence of judges is too low 
19. Ineffective enforcement of judgments, their injustice, bias and selectivity 

D. The level of 
general corruption 
 

20. Administrative corruption at the level of government officials 
21. Corruption in the field of public procurement 
22. Corruption in private business, distribution of raider attacks on enterprises 
23. Corruption at the level of local self-government bodies 

E. Foreign and do-
mestic policy 

24. Delaying the peaceful settlement of military conflict 
25. The presence of signs of growth of the negative image of the country 
26. Lack of stability and transparency of government policy 
27. Insufficient transparency of public disclosure 
28. Concern over possible social unrest, in particular, related to the upcoming presidential and 
Verkhovna Rada elections 
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There has been some positive progress in business 
law and practice (field B), especially in terms of simpli-
fying tax administration, reducing business regulation 
and systematic inspection, as well as reducing wages 
and salaries by introducing a reduced social tax rate 
(ECU) to 22%. The imperfection of the judicial system 
(sphere C) is partially overcome or remains the focus of 
state attention in the process of judicial reform in 
Ukraine. Obviously, the main obstacle to the inflow of 
foreign investment remains the presence of high general 
corruption in Ukraine (sphere D), not counting on the 
launch of a whole series of new anti-corruption institu-
tions. Yet, hopes for improvements in this area are be-
coming more realistic, in particular, due to the active in-
terest of the international community and European in-
stitutions that provide financial assistance to Ukraine, 
opening up the path to accession to NATO and the EU, 
depending on the degree Overcoming Corruption in 
Ukraine. 

Unfortunately, without positive dynamics, there 
are negative factors that shape the image of Ukraine in 

its foreign and domestic policy (sphere D). It is precisely 
the absence of distinct Ukrainian policy on the peaceful 
settlement of military conflict (factor 24) that entails 
other negative factors forming the negative image of 
Ukraine (factors 25 and 26). The negative impact is the 
lack of clear policy of unconditional adherence to the 
principles of democracy and the rule of law in the pro-
cess of the presidential and parliamentary elections ex-
pected in 2019 (factors 27 and 28). 

To determine the possible role of Donbas in the 
process of obtaining and mastering the investment pro-
gram under the "Marshall Plan" for Ukraine, it should 
be borne in mind that holistic diversified Donbass com-
plex before the beginning of the conflict played a lead-
ing role in the Ukrainian economy. With only 8.8% of 
the territory and about 16% of Ukraine's population, it 
produced 25.0% of industrial and 8.0% of agricultural 
production in the country [12]. The development of a 
significant part of the funds under the "Marshall Plan" 
in the Donbass has certain advantages, which are given 
in Table 2. 

 
Table 2 

Major Benefits of Donbass for Marshall Plan Implementation * 
Sphere of  

manifestation benefits 
Benefits of Donbass against the background of general indicators for Ukraine 

1. Demography and the 
state of labor for invest-
ment 

1. Availability of free labor resources as a result of the termination of enterprises in the 
Donbas 
2. High level of qualification of available labor resources for restoration of suspended 
and construction of new enterprises 
3. High concentration of urban and rural population, which simplifies the distribution of 
new products for consumption, namely: 
- the average population density in the Donbass is 121 persons / km2 against 73 persons 
/ km2 in Ukraine; 
- the share of Donbass population in Ukraine is about 15%, and the share of cities – 19% 
(89 out of 460) with the share of the Donbas area – 8.8% 

 2. Transport infrastruc-
ture 

 1. Presence of traditional logistics of supply of raw materials, semi-finished products 
and products within the single industrial complex of Donbass, which was developed and 
improved by dozens of years 
2. The maximum density of railways, the length of which is 13% of the Ukrainian Rail-
way Enterprise common network? Donetsk railway performed 47% of loading and 36% 
of unloading works with a positive balance in favor of other regions of the country 
3. The presence of a developed network of highways, efficient use which only needs to 
be restored and repaired 
4. The presence of a powerful seaport in Mariupol 

3. Power supply The presence of the most powerful TES, in particular Vuglegirskaya (3.6 million kW), 
Starobeshivska (about 2 million kW), Lugansk and Kurakhovskaya (1.5 million kW). 
For comparison, the power of the hydropower cascade on the Dnipro River totals 
2.5 million kW 

4. Synergy effect The possibility of multiplier effect from investments in the restoration of enterprises that 
launch whole chains in  neighbor  industries (coal – coke production – metallurgical 
production – freight transport, etc.) 

5. Consumption market Extremely low security of the population by high-tech household goods, information 
technology, new types of communication, which promotes investment in their produc-
tion for domestic consumption 

6. Purchasing power of 
consumers 

The purchasing power of the region has a resource to increase in case of significant in-
vestment in its economy, which will be promoted by the course of the country's leader-
ship to increase the minimum and average wages, pension benefits 

* The table is compiled by the authors on the basis of statistical data. 
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Given the lack of yet fully predictable progress in 
the peaceful settlement of the conflict in the Donbas, the 
process of deploying the "Marshall Plan" is still to be 

considered as varied in the spirit of its reflection in  
Table 3. 

Table 3 
Implementation of the Marshall Plan International Project for Ukraine 

depending on the stages of the peaceful settlement in Donbass 
Possible sequence of stages 

peaceful settlement of military conflict 
Possible implementation steps of international investment  

process for "Marshall Plan" for Ukraine 
1. Preserving the current state of military con-
flict 

1. Restoration of the damaged production base of critical produc-
tion in the controlled part of Donbass. 
2. Improvement of the state of energy and transport infrastructure 
in the controlled part of Donbass 
3. Creation of the necessary new chains of energy and transport 
infrastructure in the northern part of the Luhansk region, cut off 
from the common industrial complex of Donbass and Ukraine 

2. Establishment of international mediation in 
the zone of military conflict 

Launching the restoration of production, energy and transport in-
frastructure on the territory controlled by Ukrainian government  

3. Initiation of the definition of the modalities 
of the political settlement of the conflict situa-
tion and the restoration of economic coopera-
tion 

Implementation of the design and preparatory stages of 
investing in the creation of new modern productions under the gen-
eral "Marshall Plan" for Ukraine 

4. Beginning of the processes of the political 
settlement of the conflict and reintegration of 
Donbas 

Creating new production facilities with elaboration of new prod-
ucts under the "Marshall Plan" for Ukraine 

5. Beginning of functioning of separate dis-
tricts of Donetsk and Luhansk regions within 
the united political and economic space of 
Ukraine 

Implementation of the "Marshall Plan" for Ukraine in full for the 
intended period of investment 

 
In addition to the general socio-economic factors, 

the possibility of urgent investment under the "Marshall 
Plan" in Donbass is a complete picture of the specific 
directions of investment in a large number of enter-
prises. Those, that are most important for cities and 
which have been monitored throughout the period of 
their functioning in the conditions of division of a pre-
viously unified economic complex of Donbass.  

Table 4 shows a fragment of the actual directions 
of investment in the enterprises of the largest cities of 
Donbass only in the part of Donbas, which is currently 
controlled by Ukraine. 

As yet, we are not talking about a specific eco-
nomic justification for the effectiveness of the expected 
investments, we will carry out an enlarged assessment 
of its possible results. 

1. The volume of investments in the reconstruction 
of Donbas can be quite significant, only on the "Mar-
shall Plan": $ 50 billion / 10 years = $ 5 billion a year. 
According to the "European Commission's plan" it is 
considered possible to attract up to 10 dollars of state 
guarantees for 1 dollar, therefore, it is possible to expect 
from 5 to 10 billion dollars annually, which is quite real, 
since on average Ukraine as a whole receives about  
3 billion dollars of investments even without powerful 
international initiatives. 

2. It can be expected that the introduction of invest-
ments in the Donbas economy will not be traditional for 
the western regions of Ukraine, when they invest in the 

creation of virtually new enterprises for the production 
of consumer goods (division 2). Considering the readi-
ness of the existing industrial enterprises of Donbas, 
whose level of loading does not exceed one third, to im-
mediately introduce investments in increasing produc-
tion volumes, it can be assumed that the structure of in-
vestments can be 80-70% by 20-30%, according to the 
ratio of divisions 1 (production of means of production) 
and 2 (production of consumption). 

3. The effectiveness of investments is largely de-
pendent on the rate of consumption of newly created ad-
ditional products. Obviously, an increase in industrial 
production will only partially cover the loss of industrial 
potential as a result of the economic blockade of Don-
bas, which occurred in 2017, and will immediately enter 
the national industrial turnover, including the increase 
of Ukrainian exports. 

4. With regard to new products in the form of con-
sumer goods, it is possible to assess the prospects of its 
domestic consumption in the region, which would be-
come a fuse for accelerating inflationary processes. 
Even with the annual investment of 2-3 billion dollars in 
the production of goods with a return on capital of at 
least 10%, we have an increase in consumption of US  
$ 200-300 million a year, with a third of US $ 70- 
100 million in wage growth. Thus, on average, the in-
habitant of the whole Donbas (6 million people) is: $ 70-
100 million dollars / 6 million people = $ 12-16 dollars 
of additional annual consumption, which is not in doubt. 
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Table 4 
Actual directions of investment in the enterprises of the largest cities of Donbass (fragment) 

City, 
(population, thousand people), 

major industries 

Definition of problems Investment direction 

Donetsk region   
Mariupol (500), ferrous metal-
lurgy, machine building, seaport 

The terrible environmental situation 
due to the emission of harmful sub-
stances into the air 

Investing in environmental equipment 

 The acute need to restore the full-
fledged work of PJSC "Azovmash" 

Orders investment  

Kramatorsk (160), Slavyansk 
(116), Druzhkivka (60), machine 
building 

Low workload of enterprises Orders investment 

Kostantynivka (80), ferrous and 
nonferrous metallurgy 

Decline in production Investing in the revival of enterprises 

Pokrovsk (60), Dobropillya (30), 
coal industry 

Limited production capacity of 
mines 

Investing in the development of coal 
production 

Avdiyivka (35), coke industry Location of the infrastructure close 
to the front 

Investing in the development of the in-
dustrial infrastructure of the coke plant 

Luhansk region   
Severodonetsk (108), chemical 
industry 

Low loading of PrJSC «Azot» Investing in increasing production 

Lisichansk (102), oil refining, 
machine building, glass produc-
tion, coal industry 

Decline in production Investing in refurbishment of refineries, 
machinery, glass production 

Limited production capacity of 
mines 

Investing in the development of coal 
production 

Rubizhne (60), chemical and 
pharmaceutical industry 

Reduced production volumes Investing in the production of dyes, 
drugs and other 
chemical and pharmaceutical products 
for export 

Popasna (21), railroad, machine 
building 

Low production use Orders investment 

Kreminna (20), local industry The termination of the work of in-
dustrial enterprises 

Investing in the restoration of industrial 
enterprises 

Svatovo (18), agricultural  pro-
cessing 

Insufficient raw material base Investing in entrepreneurship in agricul-
ture 

Schastia (12), thermal power 
plant (TES) 

Low TES load, separation from the 
Unified Energy System of Ukraine 

Investing in material supplies, joining 
TES to the Unified Energy System of 
Ukraine 

 
Conclusions and suggestions. As defined in the 

article, the factors behind the implementation of the in-
ternational "Marshall Plan" for Ukraine provide the ba-
sis for further discussion of the status, content, objects, 
terms, amount of investment and economic feasibility of 
the proposed project for Donbas. The results of the con-
sideration of the problem can focus on the leadership of 
Ukraine on the implementation of measures to eliminate 
the factors of negative impact on the investment attrac-
tiveness of the country as the object of investment. At 
the same time, explaining the role of existing positive 
conditions for large-scale investment project taking 
place at present on the territory of Donbas controlled by 
Ukrainian government, and taking into account the new 
opportunities opened up as the process of peace settle-
ment in Donbas is progressing and joining it to a com-
mon economic complex of Ukraine. 
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Колосов А. М., Колосова К. А., Савченко  

О. С., Кучеренко С. К. «План Маршалла» для Дон-
басу: передумови інвестиційного розвитку 

Визначено передумови відновлення й інвестицій-
ного розвитку Донбасу згідно з міжнародним «Планом 
Маршалла» у разі мирного врегулювання збройного 
конфлікту. Показано суттєві переваги Донбасу як 
об’єкту запровадження «плану Маршалла», зокрема, у 
залежності від етапів мирного врегулювання в Дон-
басі, а також напрямки інвестування підприємств най-
більших міст Донбасу. Запропоновано укрупнену  
оцінку обсягів щорічних інвестицій, отримання додат-
кової продукції, можливості її негайного споживання.  

Ключові слова: «план Маршалла», міжнародні ін-
вестиції, Україна, інвестиційні переваги, економічне 
відродження Донбасу. 

 

Колосов А. Н., Колосова Е. А., Савченко  
А. С., Кучеренко С. К. «План Маршалла» для Дон-
басса: предпосылки инвестиционного развития 

Определены предпосылки восстановления и ин-
вестиционного развития Донбасса в соответствии с 
международным «Планом Маршалла» в случае мир-
ного урегулирования вооруженного конфликта. Пока-
заны существенные преимущества Донбасса как объ-
екта осуществления «плана Маршалла», в частности, в 
зависимости от этапов мирного урегулирования в Дон-
бассе, а также направления инвестирования предприя-
тий крупнейших городов Донбасса. Предложена 
укрупненная оценка объемов ежегодных инвестиций, 
получения дополнительной продукции, возможности 
ее немедленного потребления. 

Ключевые слова: «план Маршалла», международ-
ные инвестиции, Украина, инвестиционные преиму-
щества, экономическое возрождение Донбасса. 

 
Kolosov A., Kolosova K., Savchenko O., Ku-

cherenko S. «Marshall Plan» for Donbass: prerequi-
sites for investment development 

The preconditions for restoration and investment de-
velopment of Donbass according to the international "Mar-
shall Plan" in case of peaceful settlement of armed conflict 
are determined. Significant advantages of Donbass as an 
object of the Marshall Plan implementation are shown, in 
particular, depending on the stages of the peaceful settle-
ment in the Donbass, as well as the directions of investment 
of the enterprises of the largest cities of Donbas. The pro-
posed estimation of volumes of annual investments, receipt 
of additional products, possibilities of its immediate con-
sumption is offered. 

Keywords: "Marshall Plan", international investment, 
Ukraine, investment advantages, economic revival of Don-
bas. 
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Problem Statement. On the modern stage of de-

velopment of Ukraine as the democratic, social and legal 
state taking into account global changes that took place 
lately, development of local self-government is one of 
priority directions of public policy. The process of fi-
nancial decentralization begun in Ukraine directly influ-
ences on the decision of economic problems of develop-
ment of the destroyed potential of Donbas. Proceeding 
in the economy of Donbas needs more complete use of 
resources of development, that have local character, 
strengthening of market principles of menage, examin-
ing the not so much scales of spatial sizes of territories, 
how much factors of cooperation of agents of demand 
and supply on certain territories. Financial decentraliza-
tion gives new possibilities to influence on regional eco-
nomic progress trends from the side of population, terri-
torial communities and local elites. Actuality of research 
theme is conditioned by that a specific of regional de-
velopment of Donbas is from positions of introduction 
of decentralization processes in the conditions of the 
armed conflict and high degree of political and so-
cially – economic vagueness studied while not enough.  

Analysis of the last researches and publications. 
Directly the home economists devoted the labours the 
study of problems of local finances and interbudgetary 
relations of V. Kravchenko, О. Vasilik, S. Bukovinsky, 
О. Kirilenko, I. Lunina. Problems of proceeding in the 
economy of Donbas and research of consequences of the 
Russian-Ukrainian conflict mostly came true at all-
Ukrainian level in labours of І. Grozny [1], R. Pro-
kopenko [2] but other. The different aspects of concept 
of decentralization, her conceptions, kinds are investi-
gated by the modern Ukrainian and foreign scientists. In 
this way, G. Arikan worked out the theoretical model of 
financial decentralization; R. Bal and J. Martinez-Vas-
quez educed intercommunication of realization of re-
form of financial decentralization and institutional de-
sign of country; N. Bikadorova, O. Drozdovskaya inves-
tigated essence of financial decentralization; K. Kaiser 
are her kinds; V. Bodrov [3] and S. Dyachenko [3] con-
sidered decentralization as an instrument for strengthen- 
ing the material and financial basis of local self-govern-
ment.  

The purpose of the article is to study the impact of 
financial decentralization on the restoration of the Don-
bas economy and to determine the peculiarities of the 
formation of local budgets of the Donetsk region. 

Presentation of the main research material. The 
economic system of the border regions in the east of the 
country is an important part of the Ukrainian economy 
as a whole. Creating conditions for optimal interaction 
between different border territorial associations requires 
a systematic approach and a full account of the diversity 
of directions and forms of interregional economic rela-
tions. The Russian-Ukrainian conflict, which in 2014 
year into armed confrontation and annexation of territo-
ries, led to significant changes in the foreign economic 
activity of Ukrainian industrial regions, in particular, 
Donbas. For the Donetsk region, which was at the epi-
center of the military conflict, the availability of finan-
cial decentralization and strategic planning of the deve- 
lopment of territories is a prerequisite for a comprehen-
sive recovery based on the principles of sustainable de-
velopment. It is the processes of financial decentraliza-
tion that can contribute to increasing the resource base 
of local self-government and the effectiveness of its use, 
innovation, human resource development and entrepre-
neurship, and improvement of the ecology of the Don-
bas [4]. The success of financial decentralization largely 
depends on the degree of participation of the united ter-
ritorial communities (OTG) in the processes of manag-
ing the resource potential of the region. The role of 
united territorial communities in ensuring the interests 
of citizens in all spheres of life in the respective territory 
should become a key. For example, in order to stimulate 
civic responsibility at the local level and motivate the 
population to voluntarily pay taxes, local authorities 
should inform and involve them at all stages of decision 
making of local significance. The relevance of the study 
was due to the fact that in Ukraine only the correspond-
ing regulatory, legal, economic, organizational, infor-
mational, and social mechanisms of strategic planning 
of territories development in the conditions of financial 
decentralization were created. The creation of united 
territorial communities in the Donetsk region will con-
tribute to further socio-economic development of the 
territories. In Ukraine, during 2016-2018, there has been 
a rapid increase in the number of OTGs, but there is no 
proportional increase in the subvention for infrastruc-
ture development. For 3 years the amount of the subven-
tion for the OTG infrastructure has decreased by 3.4 mil-
lion UAH / unit. while simultaneously increasing the 
OTG by 506 units (Fig. 1). 
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Fig. 1. The ratio of the amount of subvention to the OTG infrastructure and the number of OTGs [5] 
 
Such a situation demulges the community to unite 

and diminish opportunities for social and economic de-
velopment. Therefore, it is necessary to improve the fi-
nancial system for providing funds to united territorial 
communities, namely to increase the size of the subven-
tion in proportion to the number of OTG. Another prob-
lem hampering the development of OTG in Ukraine is 
that the creation of united territorial communities is not 
supported by the population. Most residents of territorial 
communities are detached from the process of the adop-
tion and implementation of management decisions  
either because of their own indifference or open reluc-
tance of local government officials to involve citizens in 
managing local affairs. Among the areas of improve-
ment of the development of territorial communities, it is 
expedient to highlight the revision of the mechanisms of 
budgetary equalization. In particular, we consider it un-
reasonable to equalize the tax capacity of the territories 
only on income from the value added tax of individuals 
and income tax. It would be worthwhile to include in the 
calculation and revenues of local budgets from rent pay-
ments. In Ukraine, this issue was repeatedly raised, in 
2016 two bills were registered to include a certain per-
centage of rent payments to local budgets. In 2018, only 
one law "On Amendments to the Budget Code of 
Ukraine for the Inclusion of Rent Payment for the Use 
of Subsoil for the Extraction of Oil, Natural Gas and Gas 
Condensate" came into force on January 1, 2018. In ac-
cordance with the law, 5% of rent from the sale of hy- 
drocarbons should be transferred to local budgets of dif-
ferent levels. Of these, 2% will be credited to oblast 
budgets, 2% to district budgets and 1% to budgets of 
city, village, and village councils [6]. But this law pro-
vides for a total deduction of only 5% of rent payments 
to local budgets, although the second version of the law 

specified 10%. Therefore, it is worth reconsidering the 
approach to determining the share of rent that is trans-
ferred to local budgets, as this is important for those ter-
ritories where the quality of drinking water deteriorates 
as a result of fossil fuels, limiting the size of territories 
suitable for agricultural activity, and the destruction of 
highways. This must be done in order to ensure that the 
OTGs on whose territory the extractive activities are 
carried out have additional resources to restore the in-
frastructure, improve the living standards of the local 
population and improve the ecological situation [7]. 

In the last two years, Ukraine, in accordance with 
the course on European integration, is actively imple-
menting reforms to decentralize territorial development. 
The financial aspects of decentralization are aimed at in-
creasing the financial capacity of the united territorial 
communities. As a result of the territorial reform in 
Ukraine, three levels of local self-government have been 
formed: the oblast (or region), the district and the com-
munity consisting of several populated areas that have 
been united. In accordance with the decisions of the 
Central Election Commission on October 25, 2015, the 
first elections of the heads and deputies of the 3 OTGs 
took place in the Donetsk region, which arose as a result 
of the unification of 20 local councils (65 settlements). 
The total area of OTG amounted to 1738 km.q., which 
is 6.6% of the area. The population of OTG is 57.3 thou-
sand people, which occupies 1.3% of the total popula-
tion of the region [8]. During the first six months of 2016 
in Donetsk oblast, the actual revenues of the general 
fund of local budgets of OTGs of the region (with the 
transfer from the state budget) amounted to 133 million 
UAH. which is more than 1.7 times compared to reve-
nues of the same period last year. In the first half of 
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2016, local budgets of OTG from the state budget re-
ceived an educational subvention worth 36 million 
UAH, a medical subvention amounted to 18 million 
UAH, a subvention for infrastructure development –  
12 million UAH. All local budgets of OTGs of the re-
gion for the first half of 2016 exceeded the planned in-
dicators of total fund revenues approved for the relevant 
period. The largest percentage of over-fulfillment of 
planned indicators in Cherkasy OTG is 23% [8]. The as-
sociation of communities of Donetsk region has allowed 
to increase own receipts of budgets of OTG for 1 inha- 
bitant of the corresponding territory. On average, this 
indicator (compared to the first half of 2015) increased 
by 1110 UAH. (from UAH 708 to UAH 1818). There is 
a differentiation in the amount of funds received. Thus, 
in Shakhovsk OTG received the largest amount of funds 
per inhabitant - UAH 3904, the smallest similar figure 
was in Cherkasy OTG – UAH 400 per inhabitant. As a 
comparison, we would like to note that on the basis of  
1 person the most amount of money is received by a res-
ident of Verbkivska OTG of the Dnipropetrovsk re-
gion  – UAH 7,257. Based on the financial resources of 
OTG in the first half of 2016, funds were allocated to 
development costs (capital expenditures) for a total 
amount of UAH 6 million. including repair of roads, 
construction, landscaping and housing and communal 
services – 2 million UAH, repair and reconstruction of 
institutions of social and cultural sphere – 3 million 
UAH [8]. 

On December 28, 2014, the Verkhovna Rada of 
Ukraine adopted the Law of Ukraine "On Amendments 
to the Budget Code of Ukraine on the Reform of Inter-
governmental Fiscal Relations" [9], according to which 
a new stage of financial decentralization has been 
launched since 2015. These changes regulated, in par-
ticular, the budgetary relations related to the intro- 
duction of a new model of financial provision of local 
budgets and intergovernmental fiscal relations. As is 
known, in the system of local finances central place be-
longs to local budgets, which, on the one hand, are do- 
cumentary bearers of local finances, and on the other 
hand, constitute a plan for the creation and use of finan-
cial resources necessary for the fulfillment of the tasks 
of local self-government bodies. Their independence is 
guaranteed by their own and national income assigned 
to them, as well as the right to independently determine 
the use of funds from local budgets. Today, the main 
factor influencing the formation of local budgets in the 
Donetsk region is the conduct of hostilities on its terri-
tory. Territories in which hostilities are taking place and 
temporarily occupied remained virtually without legiti-
mate authorities. The question of the breakdown of ad-
ministrative-territorial units as a result of the anti-terror-
ist operation remains relevant. As an interim solution, it 
is proposed to join parts of the districts where the state 
authorities do not exercise their powers to the neighbor-
ing regions where the Ukrainian authorities operate. The 

significant differentiation of the local budgets of the Do-
netsk region is determined both by the territorial charac-
ter and the development of the infrastructure, and by cer-
tain differences in the structure of the needs of budget 
financing and the policy of budget equalization. 

Among the main features of the formation of local 
budgets of the Donetsk region are: 

– excessive shredding (excessive number of village 
councils and the presence of cities with a population of 
less than 20 thousand people); 

– significant disparities in the level of socio-eco-
nomic development of territories, the presence of areas 
with significant differences in quantitative and qualita-
tive indicators. For example, the population of Volnova 
district largest in the region is 104.1 thousand people, 
and the population Dobropil district – only 16.1 thou-
sand people (almost 6.5 times less), which in some way 
reflected in the formation of the revenue part of the local 
budget [9];  

Grant funds are a separate source of financing for 
local economic development in the Donetsk region – 
these are resources provided to finance the needs of lo-
cal economic development in the form of international 
technical assistance, grants from international donors, 
charitable donations and donations. 

In order to ensure the sustainable development of 
the Donetsk region in conditions of decentralization, it 
is necessary to carry out an institutional transformation 
of local self-government bodies and local executive  
authorities by modernizing the administrative-territorial 
system of the oblast, which involves reducing the dis-
proportions in size between administrative-territorial 
units of the same level; the formation of reasonable size 
of administrative-territorial units and the non-inclusion 
of settlements into other settlements (thus there will be 
no large disproportions in the size and population of the 
regions in the region; strengthening control over the tar-
geted and efficient use of budget funds that can be im-
plemented through public involvement to the budget 
process and to ensure its publicity and transparency, ac-
cess to budget information for citizens, to promote fur-
ther democratization of the activities of the Territ cal  
authorities, primarily through increased use of instru-
ments of direct democracy (enhancing the role of local 
initiatives, involving civil society to solve community 
problems).  

These proposals will provide the sources of the lo-
cal budget of the Donetsk region with the necessary in-
frastructure, personnel, organizational, and financial re-
sources. The consequences of the military conflict on 
the territories of Donetsk and Luhansk oblasts were sub-
ject to numerous systemic problems of the economic de-
velopment of the region, which in some way reflected 
the implementation of the decentralization reform in 
these territories. Creation of a modern system of local 
self-government in the Donbas is complicated by the ac-
tion of certain problems specific to this region: 
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– different deterioration in the socio-economic si- 
tuation and the threat of decline of former industrialized 
areas as a result of hostilities on part of its territory; 

– the cessation of the movement of goods through 
the collision line within the Donetsk and Luhansk ob-
lasts, which has become another catalyst for the 
strengthening of the trend towards the stagnation of 
these territories; 

– the need to find new markets for goods in foreign 
markets, the development of new types of products and 
redevelopment of production. There is a change in the 
sectoral specialization of the regional economy, in par-
ticular the directions of export-oriented production. 

The financial decentralization of the Donbas is 
aimed at solving these problems by overcoming signifi- 
cant contradictions in the regulatory and legislative 
framework; stabilizing sources of local budget revenues 
and developing an effective mechanism for interre-
gional redistribution of state revenues; the improvement 
of inter-budgetary relations, which is due to their incon-
sistency with the rapid changes taking place in the east 

of the country. The modern system of distribution of 
budget funds between different levels of government 
should be guided by the solution of problems aimed at 
achieving a balanced budget both "vertical" and "hori-
zontally". The conducted research shows that the redis-
tribution of local budget revenues after budget decen-
tralization in Ukraine for 2014-2016 took place in favor 
of cities of oblast significance and newly formed united 
territorial communities, while the largest losses were 
borne by regional budgets whose share in the structure 
of incomes has decreased from 28.9% in 2014 to 24.4% 
in 2016 (Тabl. 1). Such structural changes are related to 
the reduction of the role of areas in the financial provi-
sion of development of territories. The oblast lost first 
of all because of the reduction in the share of personal 
income tax revenues from 25% to 15% in 2015. And 
these losses were obviously higher than those they re-
ceived from the new share of the corporate profit tax 
(10%). Also, in 2016, the subvention for the training of 
labor personnel that was in 2015 was canceled.  

 
Table 1 

Structure of revenues and expenditures of local budgets by budget levels 2014-2016 

Years Indicator Total Region 
Cities of oblast 

significance 
Areas OTG 

Territorial com-
munities of the 
baseline level 

2014 Revenues 
without 
transfers 

100 37.9 39.8 9.9 0 12.4 

2016 100 33.6 39.9 11.9 2.1 8 

2014 Income 
from trans-
fers 

100 28.9 33.8 30 0 7.3 

2016 100 24.4 35.5 30.9 1.9 7.4 

2014 Expendi-
tures 

100 28.7 33.8 30.5 0 6.9 
2016 100 23.4 36.3 31.7 1.7 6.8 

 
The growth of the share of revenues of cities of ob-

last significance occurred at the expense of a 10% tax on 
profit of non-communal enterprises and new revenues 
from excise taxes, which obviously exceeded the losses 
that cities of oblast significance suffered due to the re-
duction of their share in the split personal income tax 
(PIT) from 75 to 60%. Redistribution of expenditures of 
local budgets in 2016 in comparison with 2014, there 
was an increase in the role of budgets of cities of oblast 
significance, districts and united territorial communities 
in ensuring socio-economic development of territories. 
The oblast began to lose its position in financing the 
main sectors - education and health, while the powers to 
finance these industries increased in cities of oblast sig-
nificance. About half of the expenditures of the public 
administration sector are concentrated in the territorial 
communities of the base level – 46.3% in 2014. 

In 2016, revenues from transfers for cities of re-
gional subordination and districts were less than their 
total expenditure, indicating vertical financial imba- 
lances. Thus, the transfer to local budgets of additional 

financial burdens without the expansion of the financial 
base contributes to the threat that revenues coming  
to local budgets will not correspond to the amount of 
powers that are planned to be transferred for implemen-
tation by local governments. From year to year, the  
powers of local authorities are growing, so, since 2016, 
financing of vocational education from local budgets 
has become a significant burden on budgets of cities of 
oblast significance [10]. 

Positive factor of the impact of financial decentra- 
lization on the restoration of the Donbas economy 
should be the tendency of a growing share of transfers 
in the total volume of local budget revenues, which will 
allow to accelerate the growth of export of goods from 
the Donetsk region and will contribute to the increase of 
capital investments in the region. As of January-Sep-
tember 2017, enterprises and organizations of the region 
(without taking into account part of the area of the anti-
terrorist operation) have absorbed 8.3 billion UAH at the 
expense of all sources of financing. of capital invest-
ments, which is 23.9% more than in the same period of 
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2016 in comparable prices. The main source of financ-
ing of capital investments is the own funds of enterprises 
and organizations, the share of which amounted to 
85.2%. At the expense of the state budget, 2.2% of cap-
ital investments were invested, the share of local budget 
funds was 10.1%, loans to banks and other borrowings 
accounted for 1.1%. In January-September 2017, the ex-
port of goods from the Donetsk region (without taking 
into account part of the area of the anti-terrorist opera-
tion) amounted to 3514.5 million USD. The United 
States, which is 24.3% more than in January-September 
2016. Enterprises of the region exported products to 108 
countries of the world. In the first place Italy, where in 
January-September 2017 exports of goods amounted to 
763.7 million dollars, which is 35.7% more than in Ja- 
nuary-September of the previous year, and amounted to 
21.7% of the total. Exports of all goods to the European 
market increased by 21.0% compared to January-Sep-
tember 2016. The Russian Federation took the second 
place, deliveries to this country in January-September 
2017 compared to January-September 2016 increased 
by 18.9% and amounted to 569.9 million dollars. or 
16.2% of the total volume. In 1,9 times, in January-Sep-
tember 2017, in comparison with the previous year, for-
eign exchange earnings from the export of goods in the 
USA amounted to 311.1 million dollars. or 8.9% (third 
place) [12].  

Conclusions. Taking into account the above re-
sults of the research and the unstable political state of 
Ukraine in recent years, improvement of the policy of 
intergovernmental transfers of security of the eastern re-
gion is necessary. Each united territorial community 
should develop strategic documents for socio-economic 
development. The share of expenditures financed by lo-
cal budget revenues has slightly increased over the past 
two years, indicating a higher degree of financial auto- 
nomy for regional expenditures. Further strategic deve- 
lopment of the Donetsk region is connected with the de-
velopment of the methodology of planning, improve-
ment of economic, organizational and personnel provi-
sion of this process. 
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Фоміченко І. П., Баркова С. О. Вплив фінансо-

вої децентралізації на відновлення економіки Дон-
басу 

У статті розглянуто специфіку регіонального роз-
витку Донбасу з позицій впровадження децентраліза-

ційних процесів в умовах збройного конфлікту і висо-
кого ступеня політичної та соціально-економічної не-
визначеності. Встановлено особливості формування 
місцевих бюджетів Донецької області. Запропоновано 
удосконалення політики міжбюджетних трансфертів 
забезпеченості східного регіону, що передбачає роз- 
робку стратегічних документів соціально-економіч-
ного розвитку кожною об’єднаною територіальною 
громадою.  

Ключові слова: фінансова децентралізація, об’єд-
нана територіальна громада, міжбюджетні трансферти, 
місцеві бюджети, капітальні інвестиції. 

 
Фомиченко И. П., Баркова С. А. Влияние фи-

нансовой децентрализации на восстановление эко-
номики Донбасса 

В статье рассмотрена специфика регионального 
развития Донбасса с позиций внедрения децентрализа-
ционных процессов в условиях вооруженного кон-
фликта и высокой степени политической и социально-
экономической неопределенности. Установлены осо-
бенности формирования местных бюджетов Донецкой 
области. Предложено усовершенствование политики 
межбюджетных трансфертов обеспеченности восточ-
ного региона, которая предусматривает разработку 
стратегических документов социально-экономиче-
ского развития каждой объединенной территориаль-
ной общиной.  

Ключевые слова: финансовая децентрализация, 
объединенная территориальная община, межбюджет-
ные трансферты, местные бюджеты, капитальные ин-
вестиции. 

 
Fomichenko I., Barkova S. The influence of finan-

cial decentralization on the restoration of the economy 
of Donbas 

The article deals with the specifics of Donbas re-
gional development from the point of view of the introduc-
tion of decentralization processes in a situation of armed 
conflict and a high degree of political and socioeconomic 
uncertainty. The features of the formation of local budgets 
of Donetsk region are determined. The proposed improve-
ment of the policy of intergovernmental transfers of secu-
rity of the eastern region, which involves the development 
of strategic documents of socio-economic development by 
each united territorial community. 

Keywords: financial decentralization, united territo-
rial community, intergovernmental transfers, local bud- 
gets, capital investments. 
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MAIN PRINCIPLES OF POST-CONFLICT RESTORATION  

OF THE ECONOMIC STATUS OF DONBAS 
 
Introduction. For the restoration of the Ukrainian 

economy, the country must overcome the military situ-
ation and Russian aggression. In order to do this, one 
must adhere to the principles of non-use of force and 
threat of force, territorial integrity of the state, the in- 
violability of state borders, the end of the war, and the 
ways to establish peace and stability in the Donbas re-
gion must be sought. It is very difficult, but it is a pre-
requisite for restoring Donbas and rebuilding the na-
tional economy on the European basis. 

For establishing of relations with foreign investors 
and international organizations, it is necessary to put an 
end to hostilities as soon as possible in order to attract 
investments in the native economy and receive prefe- 
rential loans for housing, industry and communications 
renewal. In order to expand cooperation with interna-
tional organizations, it is necessary to have clear actions 
of the Ukrainian authorities giving guarantees to foreign 
investors. 

Analysis of recent researches. Such scholars as 
Volinchuk U.V., Kryvyazyuk I.V., Lyashenko O.M., 
Maslak O.I., Talover V.A., Chernova O.V. and others 
have engaged in research on economic recovery and 
analysis of macroeconomic indicators that demonstrate 
Ukrainian position in international rankings.  

The objective of the article is to analyze the main 
macroeconomic indicators that show the state of Ukrain-
ian development and determine the basic principles of 
post-conflict restoration of the economic status of Don-
bas. 

Presentation of the main research material. Un-
fortunately, now most of Donbas enterprises are not 
competitive, have an outdated technological base, there-
fore foreign investors are unlikely to invest their capital 
in such businesses. It is nesessary to restore the Donbas 
economy through the modernization and reconstruction 
of surviving profitable enterprises and the construction 
of new businesses on the up-to-date base. Under such 
conditions, international financial assistance can be ob-
tained, which may be the impetus for a large-scale di-
versification of the regional economy. 

But there are no grounds to overcome quickly the 
systemic crisis, as demonstrated by, for example, the 

former Yugoslav states, as well as states that, in the post-
war period, showed the phenomenon of the «economical 
miracle». The reason is the ideological position and the 
internal state of those people in power who are not in-
terested in changing the «rules of the game» at the 
Ukrainian market and the transition to EU standards, 
which will create conditions under which the oligarchic 
business will become uncompetitive. 

To do this, it is necessary to destroy the oligarchic 
systems, to build new ones based on the trust relations 
between the authorities and the developed civil society 
in the political, legal and economic spheres. 

Nowadays this task is difficult to implement. One 
can destroy the oligarchic business by creating the com-
petitive market environment, which is possible through 
the attraction of foreign direct investment. Such invest-
ments will rebuild outdated resource and energy-inten-
sive production technologies and start technological and 
innovative modernization of the industry. 

Thus, the new Strategy for the Development of 
Ukraine («Strategy 2020») provides for appropriate 
measures, in particular, it is planned to increase the in-
flow of direct foreign investments to $ 40 billion within 
five years, which is on average $ 4-5 billion a year [5]. 

So, since independence, Ukraine has been expected 
to undergo major transformations and trials. First of all, 
it is the counteraction to the military conflict and its end, 
the transparence and de-bureaucratization of the econ-
omy. An important role is played by the democratic re-
newal of society, the integral parts of which are the ob-
servance of basic human rights and freedoms guaranteed 
by the Constitution of Ukraine, legality, the fight against 
corruption, and ensuring of social justice. 

The dynamics of macroindicators in Ukraine after 
2014 corresponds to the general trends of the behavior 
of the national economy in the context of responding to 
the military conflict [8]. We consider and analyze the 
position of Ukraine in international ratings (Table 1) [6; 
7]. 

Having analyzed the Table 1 it is possible to draw 
the following conclusions. Global Competitiveness  
Index is a large-scale scientific research carried out by 
the World Economic Forum. The result of this research 
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is the ranking of countries in terms of economic com-
petitiveness. The position of Ukraine in the Global 
Competitiveness Index in 2017-2018 is 81st among 137 
countries [7]. Switzerland, Singapore, and the United 

States hold leadership in the world ranking according to 
the Competitiveness Index for 2017-2018. The closest 
neighbours of Ukraine are Cyprus, Namibia, Greece, 
Honduras. 

 
Table 1 

The position of Ukraine in international ratings 

Name of the rating 
Place of Ukraine in the ratings  

2010-
2011 

2011-
2012 

2012-
2013 

2013-
2014 

2014-
2015 

2015-
2016 

2016-
2017 

2017-
2018 

Global Competitiveness Index 89 82 73 84 76 79 85 81 
Index of doing business 147 149 152 137 112 96 83 76 
Index of Economic Freedom 162 164 163 161 155 162 166 150 
Investment attractiveness Index 2,57 3,28 2,18 2,12 1,87 2,57 2,88 3,15 

 
In 2017, our country took the 150th place in the 

ranking of the Index of Economic Freedom among 180 
countries and recognized as a country with the sup-
pressed economy. In other words, Ukraine is on the last 
place among 43 European countries. The mean score of 
Ukraine is lower than the average in the world and, ac-
cording to the classification, belongs to the group of 
countries with the «non-free economy». It should be 
noted that, besides Ukraine, this list includes 25 coun-
tries, including such post-Soviet countries as Belarus, 
Uzbekistan, Turkmenistan. Among the components of 
the Index of Economic Freedom, only one indicator of 
«financial freedom» showed positive dynamics, while 
the remaining indicators were marked by a negative 
trend. 

The most significant changes, compared to 2005, 
were recorded in terms of freedom of business, freedom 
of trade and monetary freedom, and the index of free-
dom from corruption improved to a small extent. 
Among the indicators that led to the deterioration of the 
index are tax freedom, public expenses, freedom of in-
vestment, financial freedom, protection of property 
rights and freedom of labour relations [2]. 

Also the important indicator is the Investment At-
tractiveness Index, which means an assessment of the 
investment attractiveness of Ukraine conducted by the 
European Business Association and is based on the 
characterization of the investment climate as a set of po-
litical, economic, legislative, regulatory and other fac-
tors, which ultimately determine the degree of risk of 
capital investment and the possibility their effective use 
[3]. The level of investment attractiveness of Ukraine 
according to this index is on the lowest positions in the 
history of the research. Based on data from Table 1, 
from 2010 to 2017, the highest level of investment at-
tractiveness index is observed in 2011 – 3.28, the lowest 
is, of course, in 2014 – 1,87, but in 2017 the index was 
3.15. 

The specificity of the war on the territory of 
Ukraine, which has signs of an interstate conflict with 
the support of one of the state of armed formations in 
the territory of another state, allows us to conclude that 

in Ukraine it is possible to increase the inflow of foreign 
direct investment. For example, export figures for 2016 
did not increase, although their growth should have been 
observed. 

In order to overcome the consequences of the war, 
the investment climate and the level of investment and 
ownership must be reformed in the economic sector. 
The government should pay attention to the risks of 
post-conflict trade imbalances when imports show 
growth and exports are falling (the case of Sierra Leone, 
Rwanda). This was demonstrated by Ukraine in 2016 
[4]. 

But the focus on the restoration of the Donbas at 
the level of the standards of the pre-conflict period is 
fundamentally unacceptable. The level of post-conflict 
reconstruction of the region should be achievable and 
consistent with the material, technical, financial and per-
sonnel capabilities of the state. The reconstruction and 
development of the Donbas region should become the 
national project for the modernization of the state infra-
structure and economy. 

In the first stages, the restoration of public funds 
should be directed at the reconstruction of infrastructure 
and life support systems. The main priorities in the re- 
novation and reconstruction of the housing stock are the 
efficiency of investments and the reasonable minimiza-
tion of costs depending on the degree of damage. 

First of all, it is necessary to restore damaged and 
destroyed water supply and sewage systems, which is 
the main priority of ensuring the ecological safety of 
Donbas and the needs of drinking water supply. The 
main task for the transport and communications restora-
tion of the region is the reconstruction and building of 
highways and provision of broadcasting on the territory 
of the Donbas region. 

Building up of the up-to-date industry involves fo-
cusing on the neo-industrial modernization of enter-
prises of the traditional branches of the regional special-
ization: fuel and energy complex, ferrous metallurgy, 
chemical industry, mechanical engineering, etc. 

Suppliers and consumers of coal fuel should be-
come partners of economic networks. Precisely to this 



V. Yefremenko, O. Gavrysh 

20 
Економічний вісник Донбасу № 4(54), 2018 

fact apply the theoretical and practical achievements of 
Elinor Ostrom, Nobel Prize winner in economics. Thus, 
coal-fired consumers who are unable to do without state-
owned coal mines must take on investment obligations 
with regard to their modernization and sustainable de-
velopment. The experience of Japanese power engineers 
and coal mines can be seen after the accident at the Fu-
kushima NPP in Japan, there was a need to re-open the 
coal TPP. Fuel had been found in the closest coal com-
panies on Sakhalin Island, so the Japanese agreed to in-
vest in local mines to get the required fuel. 

Also, the restoration of the Donbas territories 
should take place under conditions of fiscal decentrali-
zation, which should ensure the effectiveness of the 
mechanism of budgetary regulation of the socio-eco-
nomic development of Donbas and the expansion of the 
rights of local authorities, strengthening their budgetary 
autonomy and responsibility. 

We study the main principles of post-conflict re-
covery, which allows determining the world experience 
in resolving the problems of restoring the territory that 
was damaged after military operations [1]: 

1) it is necessary to minimize costs efficiently, but 
resource savings should not exceed the priorities of 
post-war recovery; 

2) on the basis of the investment efficiency crite-
rion, to combine the construction of new buildings and 
the reconstruction of old objects; 

3) before construction of new buildings it is neces-
sary to plan the territories of settlements comfortably; 

4) it is necessary to maintain the pace of improve-
ment of post-war rehabilitation programs; 

5) it is necessary to have co-operation of govern-
ment and independent experts, to support the partner-
ship of local self-government with public organizations 
and international financial organizations. 

Conclusions and perspectives of further re-
search. The interaction of external and internal factors 
leads to the collapse of the Ukrainian economy. The 
main external factors of the negative influence are the 
war on the territory of the state, among the internal ones 
there is the lack of a comprehensive approach of the 
government to improving macroeconomic indicators, 
the combination and mutual reinforcement of which 
leads to negative effects of economic development. As 
a result, there is a sharp drop in GDP and accelerating 
the pace of inflation. Reducing production volumes 
against the background of inflationary and devaluation 
processes have a negative impact on the export dyna- 
mics. The domestic political problems and tensions in 
the region also aggravate the investment climate. Total 
corruption and inappropriate business conditions lead to 
an outflow of investments. In the absence of measures 
to stabilize the situation, further decline in industrial 
production will continue, while GDP will reduce more 
than expected scenario. 

Considering the broad program of necessary re-
forms, the key issue remains the ability of the govern-
ment to implement all necessary reforms quickly and 
correctly. To make the economy work, it is necessary to 
increase the purchasing power of Ukrainians and to fo-
cus on domestic consumption, providing work places 
and raising wages. As opposed to, «imitative» economic 
reforms are limited to fulfilling the IMF and the political 
requirements of donor countries, as well as to raising 
tariffs in order to obtain another credit tranche. 

So, Ukraine faces many obstacles and challenges 
towards improving economic indicators. The state will 
have to solve a wide range of urgent problems related to 
the development of the effective model of crisis ma- 
nagement of economic relations in order to mitigate as 
far as possible the effects of the negative impacts and 
imbalances of economic policy-making mechanisms. 

The world experience of restoring territories after 
a military conflict shows that in the in the initial period 
of rehabilitation, most of the public spending will be 
sent to the restoration and reconstruction of infrastruc-
ture and life support systems. 

The Donbas Recovery and Development Program 
should become a national project for the comprehensive 
modernization of the economy and the restoration of 
Ukraine’s infrastructure. For its successful implementa-
tion should be involved not only public funds and inter-
national assistance, but also mobilized resources of 
Ukrainian business. 
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Єфременко В. В., Гавриш О. Г. Основні прин-

ципи постконфліктного відновлення економічного 
стану Донбасу 

Визначено основні принципи постконфліктного 
відновлення економічного стану Донбасу, проаналізо-

вано деякі макроекономічні показники (індекс глоба-
льної конкурентоспроможності, індекс ведення біз-
несу, індекс економічної свободи, індекс інвестиційної 
привабливості), які демонструють позицію України в 
міжнародних рейтингах за останні роки, надано пропо-
зиції щодо вирішення проблем відновлення постконф-
ліктних територій. 

Ключові слова: воєнний конфлікт, відновлення, 
економічний стан, міжнародний рейтинг, інвестиційна 
привабливість, Донбас. 

 
Ефременко В. В., Гавриш Е. Г. Основные прин-

ципы постконфликтного восстановления экономи-
ческого состояния Донбасса 

Определены основные принципы постконфликт-
ного восстановления экономического состояния Дон-
басса, проанализированы некоторые макроэкономиче-
ские показатели (индекс глобальной конкурентоспо-
собности, индекс ведения бизнеса, индекс экономиче-
ской свободы, индекс инвестиционной привлекатель-
ности), которые демонстрируют позицию Украины в 
международных рейтингах за последние годы, даны 
предложения по решению проблем восстановления 
постконфликтных территорий. 

Ключевые слова: военный конфликт, восстанов-
ление, экономическое состояние, международный рей-
тинг, инвестиционная привлекательность, Донбасс. 

 
Yefremenko V., Gavrysh O. Main principles of 

post-conflict restoration of the economic status of Don-
bas  

In the article main principles of post-conflict restora-
tion of the economic status of Donbas are defined; some 
macroeconomic indicators are analyzed (Global Competi-
tiveness Index, Index of doing business, Index of Eco-
nomic Freedom, Investment attractiveness Index) which 
demonstrate the position of Ukraine in international ratings 
in recent years; proposals are made to resolve the problems 
of restoring post-conflict areas. 

Keywords: military conflict, restoration, economic 
status, international ratings, investment attractiveness, 
Donbas. 
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MARKETING RESEARCH OF THE AGRO-FOOD MARKET OF LUHANSK REGION:  
THE BASIS FOR ENCOURAGING FOREIGN INVESTMENTS IN OVERCOMING 

THE CONSEQUENCES OF A MILITARY CONFLICT 
 
Formulation of the problem. The overcoming of 

the consequences of the military conflict in the Donbas 
in its economic component is only possible under the 
conditions of elaboration of a system of scientific and 
practical measures aimed at ensuring effective produc-
tion and commercial activities in the Luhansk and Do-
netsk oblasts of domestic business entities. The reality 
is that Ukraine itself is not in a position to ensure the 
overcoming of the consequences of a military conflict. 
This will require comprehensive and extensive assis-
tance from the international community. However, this 
kind of cooperation can only begin with the availability 
of such elaborate measures that are built into clear and 
transparent Projects and Programs with the necessary 
derivative mechanisms for implementation. 

According to the economic structure of the re-
gional subcomplex controlled by Ukraine in the 
Luhansk region, it has a far-reaching agro-food orienta-
tion. Therefore, it is quite logical that the development 
of appropriate scientific and practical measures should 
be based on comprehensive marketing researches of the 
regional agro-food market. 

Analysis of the scientific study of the problem 
under investigation. Theoretical, methodological, and 
scientific and practical basis for the development of this 
problem are the fundamental positions of F. Kotler [1] 
and J.-J. Lamben [2]. S. Kosenkov sufficiently thor-
oughly worked out not only the general content of mar-
keting research, but also the relevant applied aspects: the 
method of their conduct and a certain toolkit [3]. N. Bu-
tenko [4] and V. Ratinsky [5] focused on marketing re-
searches of industrial goods. 

As for the development of marketing research 
problems at the regional level (and especially regional 
agro-food markets), they were only launched in Ukraine 
in recent years. I. Budnykevich, I. Havrysh and N. Po-
padinets discovered their theoretical, methodological 
and predictive components and prospects for use in or-
der to increase the attractiveness of the regions [6; 7]. 

Market researches of the agro-food markets of 
Luhansk region and Donetsk region in the conditions of 
the military conflict and post-war Donbas – in general, 
are only beginning to take shape. There are reasons to 
believe that their works may be considered as their start-
ing basis, which are sponsored by entire research teams 
under the direction of V. Gorbulin, E. Libanova and  
O. Amosha [8; 9], as well as some domestic scientists – 

M. Kisil [10], A. Kolosov [11], V. Chebotarоv [12]. 
However, a fairly wide range of such approaches and 
assessments should be taken into account. Therefore, the 
promising proposal of a group of scientists of the Insti-
tute of Industrial Economics of the National Academy 
of Sciences of Ukraine under the leadership of  
O. Amosha on the development of the Concept of the 
State Target Program for the Restoration and Peace 
Building in the Eastern regions of Ukraine with the sub-
mission of the corresponding substantiated Project [13] 
deserves all possible support. 

The purpose of the article is to reflect the conclu-
sions of the comprehensive marketing research of the 
agro-food market of Luhansk region for the purpose of 
the subsequent substantiation of proposals to interna-
tional charitable organizations regarding the develop-
ment and implementation of their grant policy in helping 
to overcome consequences of the military conflict in 
agro-food sector of Donbas. 

Presentation of the main material of the article. 
Comprehensive marketing research of the agro-

food market of the Luhansk region was conducted by the 
NGO "Resurs. Help. Development." In October-De-
cember 2017 with the encouragement of the teaching 
staff and students of the Chair of Economic Theory, 
Marketing, and Entrepreneurship of the Luhansk Taras 
Shevchenko National University. 

The appeal of this Public organization to the Chair 
of Economic Theory, Marketing, and Entrepreneurship 
of LNU was not accidental. In addition to many years of 
work on the agro-food and world economic issues chair 
[14], since 2015 on its basis, with the involvement of 
lecturers of other higher educational institutions of 
Ukraine, there is a communication and consulting center 
of several leading international non-governmental char-
ity organizations. The arsenal of this center is a scientific 
and practical support for the development and imple-
mentation of business plans of beneficiaries of interna-
tional charitable organizations in the field of micro-en-
trepreneurship, development of advertising products 
and activities of international organizations in the field 
of public relations in the context of charitable donations 
in the Donbas [12; 15]. 

The main goal of this complex marketing research 
of the agro-food market of the Luhansk region is to jus-
tify proposals for international investors to identify the 
priority directions, forms and volumes of charitable aid 
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in the industrial and commercial chain "regional pro-
ducer – trade and distribution chain – end consumers" in 
order to improve the socio-economic and institutional 
status of the region.  

Methodical tools for conducting this study were 
three to a certain extent separate, but coordinated and 
complementary research - the constituent components. 

The first is an analysis of potential opportunities 
and corresponding resource needs of producers of agro-
food products of the Luhansk region in the sphere of 
small and mid-sized businesses in order to increase vo- 
lumes and expand the range of these products (an inte-
gral part in determining the prospects for creating new 
jobs) – the B2B market. 

The second: an assessment of the prospects of the 
trading enterprises operating in the region to increase the 
volume of sales of food products of regional producers – 
producers of the Luhansk region (B2B market). 

The third. Analysis of the preferences of end-user 
consumers in the Luhansk oblast concerning the pur-
chase of food products from regional producers (B2C 
market). 

The methodological support for the implementa-
tion of integrated marketing research was made up of 
three separate questionnaires (in accordance with the 
specified components - components), developed by spe-
cialists of the NGO and teachers of the department. 
These questionnaires included cross-cutting questions 
for each group of respondents regarding certain areas of 
production, marketing and consumption of food pro- 
ducts. In addition to the questionnaires for the first and 
second components, additional questionnaires for per-
sonal in-depth interviews (respectively, for producers of 
agricultural products and trade enterprises selling food 
products) were further developed. 

The questionnaires and interviews-interviews on 
the three research-components compiled cover all 12 ad-
ministrative-territorial districts of the Luhansk region, 
which are controlled by Ukraine. Given the complexity 
of each of the research – components, the first and the 
second of them were carried out only by experts of NGO 
"Resource. Help. Development". The third study – the 
component (and also – the economics-mathematical 
processing of the collected material for the first two 
components) was conducted by the students of the Edu-
cational and Scientific Institute of Economics and Busi-
ness of the Luhansk Taras Shevchenko National Univer-
sity (mainly in the fields of Marketing and Economics) 
under the guidance of volunteer lecturers. In order to 
provide an appropriate level of field marketing research, 
students were trained and briefed on each of them on the 
corporate letterhead of the NGO "Resurs. Help. Deve- 
lopment." With the signature of the head of the organi-
zation with the "wet stamp" was given a description of 
the purpose of this Project with the contact data of the 
responsible lecturers of the department. 

The questionnaire for analyzing and evaluating the 
preferences of consumers - end consumers of food pro- 
ducts was carried out according to a questionnaire con-
taining 14 questions (mostly in the open form) – with 
the number of possible answers from 3 to 7. It was con-
ducted by students through a personal interview at 
places of purchase – production of food products, as 
well as visiting buyers at their place of residence and / 
or at their workplaces by students-interviewers. 

In order to ensure the objectivity and representa-
tiveness of the findings of marketing research, much at-
tention was paid to determining its sample. After elabo-
rating several approaches, the methodology specifically 
developed for the research of the food market [16] was 
used for the basis. In accordance with this method, cal-
culation of sample was carried out according to the for-
mula (1): 

 
2
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where Z – Z factor (for 95%); 
p – percentage of respondents interested or an-

swers; 
c – confidence interval in decimal form. 

In this case, the general population, in this case, the 
amount of population in the territory of Luhansk oblast, 
which Ukraine controls, was calculated as the number 
of available population of the territory. For this, the ma-
terials of the Ministry for Temporary Occupied Territo-
ries and Internally Displaced Persons [17] were used. 
The estimated sample size of consumer preferences for 
end consumers of food products was 475 people. 

In order to ensure the representativeness of the 
sample, the share of different categories of questioned 
buyers corresponded to their specific weight from the 
total population of the Luhansk region. In particular, 
apart from the actual internally displaced persons, the 
inhabitants living: in the cities of regional submission 
(Severodonetsk, Rubizhne, Lisichansk) were allocated; 
in district centers; in urban-type settlements; in country-
side. The specific weight of these categories of inhabi- 
tants of the oblast was calculated on the basis of data 
from the Main Directorate of Statistics in the Luhansk 
oblast [18]. 

According to the results of the marketing research, 
it was found that significantly more purchases of 
Luhansk region, compared with imported food products 
from other regions of Ukraine and countries, prefer to 
products of regional producers. This indicator varies a 
little over the selected product groups. 

Thus, the share of buyers who prefer local vegeta-
bles, fruits and berries is about 72%; milk and dairy 
products – 70%; meat and meat products – over 60%. 
(Fig.). 

However, in general, such perception of local food 
products is characteristic of all isolated consumer 
groups: both in the place of residence and in terms of 
welfare. 
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Fig. Consumer preferences of buyers of Luhansk region 
concerning local and imported foodstuffs 

 
At the same time, it was frankly unexpected that, 

after three and a half years of life in a counter-terrorist 
operation, about 75% of consumers in the Luhansk re-
gion identify themselves as average welfare buyers; 
10% – as buyers with a high level of well-being and only 
15% – as citizens with a low level of well-being. How-
ever, the given self-identification of buyers has received 
a rather vivid confirmation of respondents' answers to 
other questions (indirectly specifying and to a certain 
extent – veiled) questionnaires. 

The first. More than 63% of the region's customers 
consider the quality of goods and their convenient  
packaging and packaging (and not the price) as the main 
factor when buying food products. According to gene- 
rally accepted in the modern world marketing approach, 
for 80% of the population with low welfare the prevai- 
ling factor when buying goods is the price, not the qua- 
lity of goods and other derivative properties of the pro- 
duct itself [1; 2]. 

The second. Remaining supporters of local food 
products, over 67% of consumers consider their quality 
of food products to be the main drawback (and not un-
competitive price, or – something else at the discretion 
of the questioned). 

The results of the study confirmed the expectation 
that for most buyers, the main places of purchase of food 
products remain traditional markets, bazaars and stores 
selling goods under the traditional scheme – "through 
the counter". It is significant that even in cities of re-
gional subordination, where the stores of several leading 
national retail networks – "ATB", "Silpo", "Velyka 
Kyshenya" and "Brushnichka", as well as several re-
gional trading networks (and that is characteristic – even 
for buyers with quite high income level) supermarkets 
for 57% of buyers, at best, "occupy" only the second-
third position (Table). 

Table 
Ranking of places for food products' purchase by consumers of Luhansk region 

Places for the purchase of food products Fruits and 
vegetables 

Meat and meat 
products 

Milk and dairy 
products 

Traditional market-bazaars 1 1 1 

Small wholesale bases 3 5 6 

Supermarkets 2 2 2 

Corporate distribution and itinerant peddling by manu-
facturing enterprises 4 4 3 

"Small architectural form" shops 3 3 4 

Street trade of small producers 5 6 5 
 

Vegetables, fruits and 
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It should be noted that the most popular on the 
given sign is a separate commodity position – vege- 
tables, fruit and berries in supermarkets are bought by 
only 47% of buyers. Meat and meat products and milk 
and dairy products to a greater extent in the industrial 
cities of the region, which already have a much higher 
level of trade service, are not bought in supermarkets: in 
traditional bazaars markets, in stores selling "through 
the counter" and in places of street trade of small pro-
ducers. 

As for district centers, urban-type settlements and 
rural areas, there are 60-70% (by different product 
groups) in the general market, the leaders of the pur-
chase and sale of food products are traditional markets-
bazaars, small-scale bases (such place for food products' 
purchasing initially wasn't planed for indication as a 
possible answer) and street trade of small producers. 

At the same time, we consider it necessary to take 
into account the following important fact that objec-
tively "provoked" buyers of the Luhansk region not to 
speak of supermarkets: in modern conditions, even the 
most powerful and in terms of the number of stores, and 
in terms of sales, the trading network in the region (such 
is "ATB") has launched activities not even in all re-
gional centers of the region. At the same time, the men-
tal "attraction" of consumers of Luhansk region to the 
former classical forms of the sale and purchase of food 
products is quite obvious (this is a common and persis-
tent phenomenon in general for post-Soviet countries). 

The survey did not reveal the unique advantages of 
the region's buyers regarding the propensity to buy 
semi-finished goods. On this basis, supporters of such 
food products are about as much as those who prefer tra-
ditional cooking. However, somewhat unexpected was 
the fact that in rural areas, semimanufactured goods al-
ready enjoy approximately the same popularity as in in-
dustrial cities (the advantage in favor of the latter is 
fixed within the statistical error). It was also unexpected 
that among buyers with high, middle and low welfare, 
about 50% of buyers tend (or – do not refuse) to buy 
semimanufactured food products. 

Buyers of Luhansk oblast were extremely solid in 
their reluctance to support local food producers at their 
own expense. Those who wanted were less than 3%, 
which is generally within the limits of statistical error. 
Again, it makes sense to note this feature of a mental 
nature: in developed countries, buyers are, to a certain 
extent (and at their own expense) inclined to further sup-
port local food producers (there is a rather widespread 
readiness of buyers, especially in Australia and Switzer-
land, at 3-5- 7% pay more for local goods, provided the 
same quality with competitors' goods from other regions 
and countries). 

Quite contradictory should be considered buyers' 
answers to the last question of the questionnaire: regard-
ing the perception of the largest deficit in regional food 
products by certain commodity groups (subject to the 

openness of this issue). About 72% of buyers consider 
milk and dairy products as the biggest deficit; 70% – 
meat and meat products; 66% – vegetables, fruits, ber-
ries and melons. The controversy here is that the most 
expected deficit was the commodity position of meat 
products (almost 100% except for supermarkets, im-
ported from the neighboring Kharkiv region, mainly the 
products of the meat processing plants "Ukrainsky" and 
"Saltivsky"). 

The results of the conducted comprehensive mar-
keting research confirm the general conclusion about the 
crisis stage of the agro-food market of Ukraine. On the 
background of certain positive phenomena and trends 
that have begun to gain momentum in recent years, in 
general, the Ukrainian agro-food market is characterized 
by its deep structural deformation, dependence on the 
situation of world commodity and financial markets, 
raw material orientation, incapacity of the state regula-
tory policy, decrease of purchasing power the main sec-
tions of the population. 

With regard to the agro-food market of Donbas, in 
particular – part of the Luhansk region controlled by 
Ukraine, the above-mentioned crisis phenomena are 
even more heightened and actualized. 

Processing of the collected materials of complex 
marketing research (directly – questionnaires, as well as 
generalization of in-depth surveys of commodity pro-
ducers and entrepreneurs of the trade sphere) are the ba-
sis for classification of additional problems of the agro-
food market of the region. They largely arose as a result 
of a military conflict (or – exclusively as a result of a 
military conflict). 

The first. Significant collapse of local agro-food 
product markets for regional commodity producers. 

The second The deterioration of the quality of ag-
ribusiness products of regional commodity producers 
(primarily – vegetables and goods of animal origin). 

The third. Significant increase on the regional mar-
ket of the share of imported goods from other regions of 
the country and other countries of the world. 

The fourth. Strengthening of the raw material ori-
entation of commodity producers' economic activity 
and, as a consequence, the scarcity of local deep-pro-
cessed and high value-added food products. 

The fifth. The loss of small-scale trade in agro-food 
products and the critical condition of road transport. 

Conclusions from the presented research. The 
generalizations of the comprehensive marketing re-
search on the agro-food market conducted on the basis 
of the conducted Luhansk region ground the following. 

The military conflict has largely transformed the 
content and problems of the regional agro-food market: 
its main limiting factor, unlike other regions of Ukraine 
(except to a certain extent, the Donetsk region), focuses 
not on the scale of production (although the majority of 
food products are also underused by citizens and irra-
tional structure of nutrition in general), but in the area of 
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purely market (marketing) problems. They are reduced 
to where and how to sell what is produced (and poten-
tially produced). 

So, in modern conditions in Luhansk region in the 
agro-food sector, the main problem is the infrastructure 
provision of the regional market. This problem has be-
come so urgent, which has become a significant con-
straining factor not only for the production of agricul-
tural products but also for the social development of the 
region. 

The prospects for further development of this 
problematics are the elaboration of specific proposals 
for international charitable organizations for the formu-
lation of their grant policy to assist in overcoming the 
consequences of the military conflict in the Donbas: 
substantiation of promising areas of cooperation with 
the local business community in the region; identifica-
tion of priority business ideas aimed at solving isolated 
problems, as well as the most effective forms, mecha-
nisms and volumes of assistance on priority business 
ideas. 
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Чеботарьов Є. В. Маркетингові дослідження 

агропродовольчого ринку Луганської області:  
підґрунтя заохочення іноземних інвестицій у по-
доланні наслідків військового конфлікту 

У статті представлено загальні висновки прове-
деного Громадською організацією «Ресурс. Допо- 
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мога. Розвиток» за участю викладачів та студентів 
кафедри економічної теорії, маркетингу та підпри- 
ємництва Луганського національного університету 
імені Тараса Шевченка комплексного маркетинго-
вого дослідження агропродовольчого ринку Луган-
ської області в умовах військового конфлікту на 
Донбасі. На основі опрацювання проведеного анке-
тування та інтерв'ю з товаровиробниками, суб'єк-
тами господарської діяльності торговельного сек-
тора та кінцевими споживачами продовольчих това-
рів класифіковані основні проблеми сучасного ре- 
гіонального агропродовольчого ринку Луганської 
області. На підґрунті визначених проблем розроб-
лено пропозиції для міжнародних благодійних орга-
нізацій щодо організації та практичної реалізації їх 
грантової політики, спрямованої на подолання на- 
слідків військового конфлікту. 

Ключові слова: Луганська область, регіональ-
ний агропродовольчий ринок, комплексне марке- 
тингове дослідження, військовий конфлікт, громад-
ська організація, міжнародна благодійність, подо-
лання наслідків військового конфлікту. 

 
Чеботарев Е. В. Маркетинговые исследова-

ния агропродовольственного рынка Луганской 
области: основы поощрения иностранных инве-
стиций в преодолении последствий военного кон-
фликта 

В статье представлены общие выводы прове-
денного Общественной организацией «Ресурс. По-
мощь. Развитие» с участием преподавателей и сту-
дентов кафедры экономической теории, маркетинга 
и предпринимательства Луганского национального 
университета имени Тараса Шевченко комплекс-
ного маркетингового исследования агропродоволь-
ственного рынка Луганской области в условиях во-
енного конфликта на Донбассе. На основе обра-
ботки проведенного анкетирования и интервью с то-
варопроизводителями, субъектами хозяйственной 
деятельности торгового сектора и конечными потре-
бителями продовольственных товаров классифици- 
 
 

рованы основные проблемы современного регио-
нального агропродовольственного рынка Луганской 
области. На основе определенных проблем разрабо-
таны предложения для международных благотвори-
тельных организаций по организации и практиче-
ской реализации их грантовой политики, направлен-
ной на преодоление последствий военного кон-
фликта. 

Ключевые слова: Луганская область, региональ-
ный агропродовольственный рынок, комплексное 
маркетинговое исследование, военный конфликт, 
общественная организация, международная благо-
творительность, преодоление последствий военного 
конфликта. 

 
Chebotarov Ie. Marketing research of the agro-

food market of Luhansk region: the basis for encou- 
raging foreign investments in overcoming the conse-
quences of a military conflict 

The article presents the general conclusions of the 
conducted by NGO "Resource. Help. Development" 
with the involvement of lecturers and students of the 
Chair of Economic Theory, Marketing and Entrepre-
neurship of the Lugansk Taras Shevchenko National 
University integrated marketing research of the agro-
food market of Luhansk region in the conditions of the 
military conflict in the Donbas. Based on the elaboration 
of questionnaires and interviews with commodity pro-
ducers, business entities of the trading sector and end 
consumers of food products, the main problems of the 
modern regional agro-food market of Lugansk region 
have been classified. On the basis of the identified prob-
lems proposals for international charitable organizations 
have been worked out on the organization and practical 
implementation of their grant policy in helping to over-
come the consequences of a military conflict. 

Keywords: Luhansk region, regional agro-food 
market, complex marketing research, military conflict, 
public organization, international charity, overcoming 
the consequences of military conflict. 
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REVERSE LOGISTICS IN A SYSTEM OF THE CIRCULAR ECONOMY: 

THEORETICAL ASPECT 
 
Problem statement. At present, against the back-

ground of the rapid development of the circular econ-
omy in the context of globalization and integration, the 
issues of protection and preservation of the environment 
are of great importance. This was noted in the global 
Agenda in the field of the development for the period up 
to 2030, adopted at the Summit on sustainable develop-
ment in September 2015. This is indicated in the UN 
«Sustainable Development Goals for 2016-2030», the 
implementation of which requires an innovative ap-
proach to the green transformation of the economy and 
monitoring [1, p. 7]. 

Ensuring sustainable development requires the im-
plementation of organizational and management and en-
vironmental technologies adequate to transformation of 
the economy, as well as modern innovative forms of 
waste management. This is in line with the green growth 
concept proposed by the Organisation for Economic Co-
operation and Development. 

As international best practices show, increase of 
the efficiency of the industrial production can be 
achieved through the implementation of conceptually 
new management tools, which are based on the prin- 
ciples of logistics, namely the system and process ap-
proaches, the concept of «lean» production, «ust in 
time». 

The generalization of scientific developments is 
the evidence of the prospects and expediency of the de-
velopment of a new concept of logistics – reverse logis-
tics, which should consist in the use of waste as a se- 
condary resource in order to achieve cost-effective and 
environmentally safe processing. 

Therefore, it is necessary to apply the principles 
and tools of reverse logistics to solve the problems of 
rational waste management. This will improve the logis-
tics management of waste due to the effective organiza- 

tion of logistics processes (warehousing, transportation, 
storage, recycling), continuous monitoring and control 
of the movement of material, information and financial 
flows of waste, the growth of financial resources of en-
terprises, improving the quality of logistics services, the 
formation and development of logistics infrastructure, 
coordination between the participants of the logistics 
chain. 

Analysis of recent publications on the problem. 
Nowadays leading scientists hold scientific discussions 
on the implementation of the concept of green growth in 
order to preserve the environment and improve the eco-
nomic activities of enterprises using environmentally 
friendly and logistics technologies. At the same time the 
request of enterprises to form an environmental image 
among consumers contributed to the development of the 
concept of sustainable logistics, which includes «green» 
components and considers economic, social and envi-
ronmental activities in the context of logistics manage-
ment. According to the researchers, the majority of con-
sumers will prefer companies that use «green» logistics 
solutions in a short time [2, p. 282]. According to the 
survey, more than 59% of corporations recognized that 
environmental transportation will be a key factor for 
consumers in the future [3]. 

Based on the analysis of scientific publications the 
main provisions of scientists and specialists on improv-
ing waste management on the principle of the environ-
mentally oriented logistics have been summarized: 

concepts of «green logistics» have been defined, its 
main lines of implementation and development in the con-
text of the business concept of circular economy have been 
identified [2; 4-13]; 

system of sustainable management of logistics oper-
ations has been formed, which includes reverse logistics 
[14-21]; 

Economic Theory and History 
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it is proposed to apply the logistics approach, which 
consists in the optimal management of economic flows, re-
serves and procedure of financial investing in smart city in 
complex socio-economic systems to achieve the goals with 
minimal costs [22, p. 400; 23, p. 204; 24, p. 1802]; 

necessity of formation of environmentally oriented 
logistics management has been substantiated, its goal is 
to obtain an integrated ecological and economic effect 
as a result of optimization of flow processes in the pro-
duction logistical system, which will reduce the duration 
of the logistics cycle, improve the environmental quality 
of products, reduce the loss of resources during storage 
and transportation and the volume of waste generation 
[25, p. 8, 9]; 

features of formation of «green» logistics systems 
of the city has been determined, which includes reverse 
logistics system involving the control of movement of 
waste and includes the processes of waste recycling and 
disposal [11, p. 216]. 

Analysis of the special literature on logistics shows 
a variety of approaches to the definition of the term «re-
verse logistics». It has been established that this defini-
tion is identified with different concepts in scientific 
sources, such as «green logistics», «environmental lo-
gistics», «reverse environmental logistics», «reverse lo-
gistics», «environmental logistics in the recycling sys-
tem», «waste logistics», «reverse flow logistics», «lo-
gistics of resource saving», «logistics of waste recy-
cling», «logistics of waste management», «logistics of 
waste processing and storage», « sustainable logistics», 
«green marketing», «reverse marketing», etc. 

Due to a large number of formulations of the defi-
nition «reverse logistics», it became necessary to sys-
tematize them in order to clarify the essence and content. 
This determined the choice of the topic of this study.  

Thus, goal of this research is to develop further 
the theoretical provisions and clarify the conceptual 
framework of the essence and content of the term «re-
verse logistics» as an effective tool for waste manage-
ment in economic activity. 

Outline of the main results and their justifica-
tion. The term «green logistics» emerged in the early 90-s 
of the XX century as a new method of logistics which 
adapts the standard logistical requirements of rationality, 
efficiency and speed of processing and movements of 
goods and takes into account measures for the protection 
of the environment [7, p. 88]. 

Studying the content of the term «green logistics», 
it is found that there are different approaches to its inter-
pretation: 

environmentally acceptable and efficient transport 
distribution system [8, p. 340]; 

scientific line and one of the factors of the environ-
mental conservation based on resource-saving and envi-
ronmentally safe processes and technologies [26, p. 53]; 

the line, which provides a holistic transformation 
of logistics strategies, processes, structures of all parti- 

cipants in the supply chain in accordance with resource-
saving, energy-efficient and environmental technologies 
and aims to achieve a balance between economic and 
environmental efficiency [27, p. 32]; 

set of logistics approaches to optimize the move-
ment of material flows (including waste and secondary 
resources for processing), vehicles, natural, financial, 
information, energy and human resources with the use 
of advanced technologies in the decision-making pro-
cess of local governments in order to create an environ-
ment where the needs of the population are met, the ef-
ficiency of urban production is increased and the condi-
tion of minimizing the negative consequences of anthro-
pogenic interference in the ecosystem of the city is 
achieved [28, p. 163]; 

logistics, which is based on resource-saving and en-
vironmentally friendly technologies [13, p. 87; 29, p. 43]; 

from the standpoint of ensuring environmental safety 
of a separate system both for the whole society and for an 
individual consumer [30, p. 50]. 

Based on the generalization of scientific sources it 
has been established that the process of formation and 
development of the concept of green logistics was not 
easy. So, J.-P. Rodrigue, B. Slack, C. Comtois deter-
mine the content category of «green logistics» enough 
widely, regardless of the subject and object of research. 
Within the framework of this concept, logistics activi-
ties are limited only to the transport distribution system 
and should be carried out on environmental principles. 
Moreover they argue that there are certain inconsisten-
cies between the concepts of «green» and «logistics», as 
cost-saving strategies often contradict the principles of 
environmental protection, which usually do not take into 
account environmental costs [8, p. 341]. 

Researchers proved in their scientific works [3, 4, 
31] that the origin, formation and further structuring of 
«green logistics» is so intertwined with the logistics 
principles. In their view the «greening» of logistics ac-
tivities in future will be an important factor of competi-
tiveness, as most consumers will consider priority com-
panies engaged in transportation be means of «green» 
transport and use technologies that preserve natural re-
sources. 

During study it has been established that a number 
of scholars have proposed an environmental line for lo-
gistics called «ecologic» or «environmental logistics», 
which indicates the ecological orientation of logistics 
activities, as well as their objective such as the creation 
of an integrated ecologistic system. 

At the same time international and Ukrainian sci-
entific schools interpret the concept of «ecologistics» in 
different ways, namely: 

a new line, which provides for the use of the ad-
vanced logistics technologies and modern equipment to 
minimize pollution and improve the efficiency of logis-
tics resources [6, p. 291]; 
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set of actions related to the assessment and mini-
mization of the environmental consequences of logistics 
activities, where logistics activities are the cause of ne- 
gative environmental consequences [9, p. 130]; 

science and a set of measures to ensure the move-
ment of materials in the implementation of all produc-
tion processes prior to its transformation into a finished 
product or production waste, followed by the mainte-
nance of waste to disposal or safe storage in the environ-
ment, as well as the collection and disposal of 
waste consumption, its transportation, disposal or safe 
storage in the environment [12, p. 11]; 

integration and coordination of environmental, so-
cial and economic aspects within the regional logistics 

system for the purpose of environmental-oriented logis-
tics management of the development of the region [13, 
p.88]; 

from the standpoint of ensuring the movement of 
material at any production processes before its transfor-
mation into a commodity and waste, followed by the lat-
ter before disposal or safe storage in the environment 
[32, p. 242]. 

Now therefore the scientific approaches to the def-
inition of the terms «green logistics» and «environmen-
tal logistics» are systematized by classification criteria 
(Fig. 1). 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1. Systematization of various scientific approaches to the definition of the terms «green logistics»  

and « environmental logistics» (compiled by authors) 
 
Analysis of scientific sources shows that there is no 

single approach to the definition of the concept of «re-
verse logistics». Most researchers argue that reverse lo-
gistics is appropriate to identify with green logistics or 
recycling logistics in its broadest sense. 

It has been established that scientists use different 
terms to define the essence and content of reverse logis-
tics, including the following: 

cost, time and information optimization of waste 
flow streams and used products of the enterprise with all 
related packaging materials from the source of their 
origin to the place of processing or safe storage, as well 
as after processing to the place of their recycling [19,  
p. 41]; 

an effective tool of the mechanism of regulation of 
technogenic losses of industrial enterprises, which al-
lows reducing or eliminating the destructive impact of 
economic activity on the environment [19, p. 42]; 

modern concept of waste management of enter-
prises as resource flows, taking into account the eco-
nomic and social aspects of the effectiveness of this 
management [21, p. 38]; 

system of management of the waste flow stream 
arising in the course of production, distribution or pack-
ing of finished goods to increase the efficiency of the 
environmental protection and optimization of the costs 
connected with it [21, p. 38]; 

Green logistics Environmental logistics 

scientific line 

economic activity  

factor of preservation  
of the environment through environmentally 

friendly technology  

environmental safety tool  
in the context of the integrated system 

set of logistic approaches  
to optimization of waste flows  

and resources 

transport distribution system 

attempt to develop an environmentally 
compatible product 

a set of actions aimed at  
minimization of the environmental impact 

of logistics activities 

from the point of view of a systematic 
approach as a scientific line,  

which involves the use of modern 
innovative logistics technologies 

integrated management of logistics 
processes (production, storage, 

transportation of waste) 

subsystem of control  
of flow of products  

with a minimum level  
of eco-destructive impact  

of economic activity  
on the environment 



Yu. Zaloznova, A. Kwilinski, N. Trushkina 

32 
Економічний вісник Донбасу № 4(54), 2018 

process of return of inventory items (withdrawn 
goods, packing and waste which are subject to pro-
cessing and recycling) from the consumer to the manu-
facturer [21, p. 38]; 

independent scientific line, which has a certain 
similarity with traditional logistics, but at the same time 
has a certain influence on it [33, p. 187]; 

stage of development of logistics, the essence of 
which is the further integration of processes within the 
logistics chain, which occurs as a result of the integra-
tion of logistics processes in order to optimize the acti- 
vities of enterprises [33, p. 187]; 

waste distribution, creation of the appropriate ma-
terial, financial and information flows, which move in 
the opposite direction compared to conventional one, 

processing (back in the production chain), waste inci- 
neration and energy recovery, landfill of waste [20,  
p. 105; 34]. 

Scientists note that the goal of recycling logistics is 
to reduce the logistics and total costs associated with 
waste management, and improve the level of service to 
the participants of the logistics chain (economic compo-
nent); create conditions for safe production, improve the 
environmental situation in the country (social compo-
nent); protect the environment from pollution by waste 
(environmental component) [35]. 

Therefore the scientific approaches to the defini-
tion of «reverse logistics» can be systematized accord-
ing to 8 classification criteria (Fig. 2). 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 2. Systematization of scientific approaches 
to the definition of «reverse logistics» (compiled by authors) 

 
Based on the foregoing it can be concluded that it 

is advisable to apply the concept of «reverse logistics» 
in the field of waste management. On the basis of the 
analysis of definitions from the chosen subject in ac-
cordance with various scientific concepts, the content of 
this definition has been specified as the science of re-
source flow management (material, labor, transport, in-
formation, financial, etc.) in the implementation of a set 
of interrelated, consistently performed logistics pro-
cesses (warehousing, transportation, environmentally 
safe storage, waste recycling) and a variety of logistics 
services in order to reduce logistics costs and losses by 
optimizing the flow and improving the information sup-

port of the movement; the increase in the quality of cus-
tomer service and profitability of the sale of recycled 
products (Fig. 3). 

The author's interpretation is quite complex and re-
flects the continuous process of management of resource 
flows in the consistent implementation of the entire list 
of logistics processes in waste recycling. 

Conclusions. Therefore, reverse logistics is pro-
posed to be considered as a type of economic activity, 
which includes the processes of storage, transportation, 
environmentally safe storage, recycling (recycling and 
disposal) of waste, which can reduce the negative im-
pact on ecosystems and the environment. 
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Fig. 3. Relationship of elements of the concept of «reverse logistics» 
(compiled by authors) 

 
The key tasks of reverse logistics include: the de-

velopment of criteria for waste sorting; the use of spe-
cialized vehicles on waste transportation; cost minimi-
zation of the industrial waste management as a result of 
cost optimization of waste transportation from their col-
lection sites to disposal sites; the secondary use of waste 
as a resource; the search for innovative waste manage-
ment technologies; reduction of the negative impact of 
all waste management processes on regional ecosystems 
and the environment; the spatial and temporal transfor-
mation of waste processing. 

Recycling, logistics (including environmental) out-
sourcing, environmental audit of the product life cycle, 
logistics system reengineering, personnel training, pub-
lic-private partnership, venture financing are among the 
tools for implementing the concept of reverse logistics. 

It is advisable to create an appropriate logistics in-
frastructure for effective implementation of reverse lo-
gistics mechanisms, namely, regional logistics centers 
for waste management, which should ensure coordina-
tion and partnership between all participants in the lo-
gistics chain (suppliers, manufacturers, waste collection 
enterprises, consumers) in a single process of creating 
consumer value on ecological and economic principles. 

Formation and development of the concept of re-
verse logistics will contribute to the satisfaction of envi-
ronmental requirements in the process of industrial pro-
duction; selection of environmentally oriented forms of 
delivery; determination of optimal forms of cooperation 
and partnership of enterprises in the implementation of 

environmentally oriented logistics processes of waste 
management; substantiation, taking into account the en-
vironmental factor of effective logistics infrastructure, 
ways and technologies of energy and resource saving in 
the logistics system, areas of waste recycling and meth-
ods of their environmentally friendly disposal. 

The implementation of reverse logistics tools will 
minimize the cost of the process of waste flow while 
maintaining the necessary level of environmental safety, 
which is one of the important requirements for the im-
plementation of integrated waste management systems 
under modern conditions of the development of the cir-
cular economy. 
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Залознова Ю., Квілінський О., Трушкіна Н. Ре-

версивна логістика в системі циркулярної еконо-
міки: теоретичний аспект 

Досліджено еволюційний розвиток і етапи ста- 
новлення концепції «зеленої» логістики. На основі ана-
лізу й узагальнення існуючих наукових підходів до ви-
значення терміна «зелена логістика» їх систематизо-
вано за 7 класифікаційними групами: як науковий на-
прям; господарська діяльність; чинник збереження дов-
кілля за допомогою екологічно чистих технологій; ін-
струмент забезпечення екологічної безпеки цілісної сис-
теми; сукупність логістичних підходів до оптимізації по-
токів відходів і ресурсів; транспортна система розподілу; 
спроба розробки екологічно сумісного продукту. Вста- 
новлено, що більшість науковців ототожнюють поняття 
«зелена» та «екологічна логістика», під якою розуміється 
науковий напрям, що передбачає використання сучас-
них інноваційний логістичних технологій; сукупність 
дій, спрямованих на мінімізацію екологічних наслідків 
логістичної діяльності; інтегроване управління логіс-
тичними процесами (виробництво, складування, тран-
спортування відходів); підсистема управління пото-
ками продукції від постачальника до споживача з міні-
мальним впливом на довкілля. Наукові підходи до ви-
значення поняття «реверсивна логістика» класифіко-
вано за 8 групами: сучасна концепція управління від-
ходами; система управління рухом відходів; логістичні 
підходи до оптимізації руху відходів; логістика повер-
нутих товарів або зворотних матеріальних потоків; 
процес повернення товарно-матеріальних цінностей 
від споживача до виробника; процес планування, реа-
лізації й контролю логістичних товаропотоків зі сфери 
обігу й споживання в результаті зворотного розподілу 
готової продукції; переміщення продукції з точки її 
споживання в точку її виробництва з метою віднов-
лення її цінності або забезпечення її утилізації; повер-
нення матеріалу після споживача до виробника через 
рециркулярні кооперативи. Надано авторське форму-
лювання поняття «реверсивна логістика» як виду гос-
подарської діяльності, яка включає процеси складу- 
вання, транспортування, екологічно безпечного збері-
гання, рециклінгу (вторинної переробки й утилізації) 
відходів, що дозволяє зменшити негативний вплив на 
екосистеми та довкілля. Реалізація інструментів ревер-
сивної логістики сприяє мінімізації витрат на процес 
проходження потоків відходів з одночасною підтрим-
кою необхідного рівня екологічної безпеки, що є од-
нією із важливих вимог до впровадження інтегрованих 
систем управління відходами в сучасних умовах роз-
витку циркулярної економіки.     

Ключові слова: циркулярна економіка, сталий ро-
звиток, зелена логістика, екологічна логістика, ревер-
сивна логістика, управління відходами. 

 
Залознова Ю., Квилинский А., Трушкина Н. 

Реверсивная логистика в системе циркулярной 
экономики: теоретический аспект 

Исследованы эволюционное развитие и этапы 
становления концепции «зеленой» логистики. На ос-
нове анализа и обобщения существующих научных 
подходов к определению термина «зеленая логистика» 
их систематизировано по 7 классификационным груп-
пам: как научное направление; хозяйственная деятель-
ность; фактор сохранения окружающей среды с помо-
щью экологически чистых технологий; инструмент 
обеспечения экологической безопасности целостной 
системы; совокупность логистических подходов к оп-
тимизации потоков отходов и ресурсов; транспортная 
система распределения; попытка разработки экологи-
чески совместимого продукта. Установлено, что боль-
шинство исследователей отождествляют понятия «зе-
леная» и «экологическая логистика», под которой по-
нимается научное направление, предусматривающее 
использование современных инновационных логисти-
ческих технологий; совокупность действий, направ-
ленных на минимизацию экологических последствий 
логистической деятельности; интегрированное управ-
ление логистическими процессами (производство, 
складирование, транспортировка отходов); подсистема 
управления потоками продукции от поставщика к по-
требителю с минимальным влиянием на окружающую 
природную среду. Научные подходы к определению 
понятия «реверсивная логистика» классифицированы 
по 8 группам: современная концепция управления от-
ходами; система управления движением отходов; ло-
гистические подходы к оптимизации движения отхо-
дов; логистика возвращенных товаров или обратных 
материальных потоков; процесс возврата товарно-ма-
териальных ценностей от потребителя к производи-
телю; процесс планирования, реализации и контроля 
логистических товаропотоков из сферы обращения и 
потребления в результате обратного распределения го-
товой продукции; перемещение продукции с точки ее 
потребления в точку ее производства с целью возврата 
ценности или обеспечения ее утилизации; возвраще-
ние материала после потребителя к производителю че-
рез рециркулирующие кооперативы. Дано авторское 
формулирование понятия «реверсивная логистика» 
как вида хозяйственной деятельности, которая вклю-
чает процессы складирования, транспортировки, эко- 
логически безопасного хранения, рециклинга (вторич-
ной переработки и утилизации) отходов, что позволяет 
уменьшить негативное влияние на экосистемы и окру-
жающую природную среду. Реализация инструментов 
реверсивной логистики способствует минимизации за-
трат на процесс прохождения потоков отходов с одно-
временной поддержкой необходимого уровня экологи-
ческой безопасности, что является одним из важней-
ших требований к внедрению интегрированных систем 
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управления отходами в современных условиях разви-
тия циркулярной экономики. 

Ключевые слова: циркулярная экономика, устой-
чивое развитие, зеленая логистика, экологическая ло-
гистика, реверсивная логистика, управление отходами. 

 
Zaloznova Yu., Kwilinski A., Trushkina N. Re-

verse logistics in a system of the circular economy:  
theoretical aspect  

The evolutionary development and stages of for-
mation of the concept of «green» logistics have been stud-
ies. Based on the analysis and generalization of the existing 
scientific approaches to the definition of the term «green 
logistics» they are systematized into 7 classification 
groups: such as scientific line; economic activity; factor of 
preservation of the environment through environmentally 
friendly technology; environmental safety tool in the context 
of the integrated system; set of logistic approaches to optimi-
zation of waste flows and resources; transport distribution sys-
tem; attempt to develop an environmentally compatible prod-
uct. It is established that the majority of scientists identify the 
concept of «green» and «environmental logistics», which 
means a set of actions aimed at minimization of the envi-
ronmental impact of logistics activities; integrated man-
agement of logistics processes (production, storage, trans-
portation of waste); subsystem of control of flow of prod-
ucts with a minimum level of eco-destructive impact of 
economic activity on the environment; from the point of 
view of a systematic approach as a scientific line, which 
involves the use of modern innovative logistics technolo-
gies.  

 
 

Scientific approaches to the definition of «reverse lo-
gistics» are classified into 8 groups: modern concept of 
waste management; waste flow management system; pro-
cess of planning, realization and control of logistic goods 
flows from the sphere of turnover and consumption as a 
result of the reverse distribution of finished products; mov-
ing products from the point of its consumption to the point 
of its production in order to restore its value or provide its 
recycling; return of material after user to manufacturer 
through recycled cooperatives; logistic approaches to opti-
mize the waste flow stream; logistics of returned goods or 
reverse material flows; the process of returning inventory 
items from the consumer to manufacturer.  

Proprietary formulation of the concept of «reverse lo-
gistics» as a type of economic activity is given the pro-
cesses of storage, transportation, environmentally safe 
storage, recycling (recycling and disposal) of waste, which 
can reduce the negative impact on ecosystems and the en-
vironment.  

The implementation of reverse logistics tools will 
minimize the cost of the process of waste flow while main-
taining the necessary level of environmental safety, which 
is one of the important requirements for the implementa-
tion of integrated waste management systems under mod-
ern conditions of the development of the circular economy. 

Keywords: circular economy, sustainable develop-
ment, green logistics, environmental logistics, reverse logis-
tics, waste management. 
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FACTORS OF NETWORK ECONOMY DEVELOPMENT IN UKRAINE:  

ECONOMIC AND LEGAL CONTEXT 
 
Urgency of the research. In modern conditions of 

global economy development, non-material factors of 
production, in particular information and knowledge, 
become the main factor of innovative development of 
the economy and the basis for increasing the country 
competitiveness. The use of information and communi-
cation technologies (ICT) as one of the most important 
mechanisms for managing the network economy, pro-
vides a reduction in transaction costs and production ef-
ficiency increasing, more efficient business model use, 
reduction in the production and sales cycle, more accu-
rate forecasting of the economic conjuncture. In turn, the 
network economy allows enterprises to use their poten-
tial more widely and reach set goals. 

Target setting. Today, when competition becomes 
a global phenomenon, the success of developed econo-
mies depends to a large extent on the ability to acquire, 
develop and disseminate knowledge, information and 
introduce advanced technologies. In order to ensure the 
process continuity, it is necessary to clearly identify the 
network economy catalyzing and constraining factors, 
which will help to generate greater economic benefits 
and will manage the risks and negative consequences of 
the ICT spread in business and society. 

Actual scientific researches and issues analysis. 
When studying the network economy development fac-
tors, the following works are of great importance: the 

studies by M. Castells [1], in which the author analyzed 
current trends leading to the network economy for-
mation in details, and by K. Kelly [2], who determined 
a number of features and principles of the "network 
economy" in market conditions. Practical aspects of this 
problems in Ukrainian scientific thought were investi-
gated by Belyatskaya T.N, Knyazeva L.P. [3], Vyshnev-
sky A.S [4], Zybareva O.V., [5] Prognimak O.D. [6], 
Sokolova G. B. [7]. 

Uninvestigated parts of general matters defin-
ing. The issue of economic development factors of eco-
nomic structures, considering the specifics of the net-
work principles of the functioning of the economic 
mechanism and the peculiarities of the domestic market 
environment requires sufficient studying. 

The research objective is to identify the network 
economy development factors in Ukraine that deter / fa-
cilitate the business development in Ukraine on the basis 
of analysis of international indexes of the information 
environment development, to justify threats to infor-
mation security of doing business in Ukraine. 

The statement of basic materials. The factors de-
termining the willingness of Ukrainian enterprises to 
participate in the network economy on the basis of the 
dynamics analysis of the network readiness (NRI 2010-
2016) and doing business (DB 2010-2018) indexes us-
ing SWOT analysis are described in Table 1. 

Table 1 
Network readiness of Ukrainian enterprises in 2010-2018 

Strengths Index 
Change in 
dynamics 

Opportunities 

International Internet traffic, Kb / s 
per user 

NRI2016 63 ↑33 
Open access to Internet resources 

Availability of digital content NRI2016 48 ↑9 
Receiving e-services due to affordable tariffs 
for telecommunication services 

Monthly subscription fee for fixed 
(wired) broadband Internet access 

NRI2016 2 ↑9 
Introduction of intellectual information and 
information-analytical technologies, inte-
grated systems of databases and knowledge 

Ownership registration DB2018 64 ↑100 
Quick and transparent procedure for regis-
tering real estate rights 
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Ending of Table 1 

Weaknesses Index 
Change in 
dynamics 

Threats 

Effectiveness of legislative bodies 
work 

NRI2016 120 ↑13 
Protracted process of modernization of the 
material and technical base 

Legislation on ІCТ NRI2016 74 ↑23 
Insufficient protection of information re-
sources 

Independence of courts NRI2016 131 ↑2 Inability to use modern e-democracy tools 
Effectiveness of legal system for dis-
putes settlement 

NRI2016 123 ↑14 
Difficulty in obtaining an equitable solution 
while disputes settlement 

Protection of intellectual property NRI2016 120 ↓8 
Decrease in the number of inventions, indus-
trial designs, rationalization proposals, etc. 

Efficiency of ICT use by government NRI2016 122 ↑8 
Non-involvement of enterprises in the for-
mation, discussion and implementation of 
public policy  

Dealing with construction permits DB2018 140 ↑146 
Growth of investment risks due to delaying 
procedures in obtaining permits 

Protection of minority shareholders DB2018 81 ↑14 
Deteriorating corporate governance and pro-
tecting minority investors' rights 

International trade regulation DB2018 119 ↑20 
Additional barriers when entering new mar-
kets or market segments 

Contracts enforcement  DB2018 82 ↑71 
The growth of time and financial costs in re-
solving a commercial dispute in the local 
court of first instance 

Insolvency resolution DB2018 149 ↓3 
Enterprise closure due to the complexity of 
enterprises solvency restoring procedure 

Electrical connection DB2018 128 
↑41 com-
pared with 

2012 

Duration of the procedure of putting into op-
eration new divisions of enterprises, ware-
houses, etc. 

Electricity production, kW / person NRI2016 51 
0 

same place 
as in 2010 

Growth of current expenses due to signifi-
cant energy intensity production 

Conclusions: 
- positive dynamics of infrastructure development and affordable tariffs for telecommunications services; 
- regulatory environment does not create favorable conditions for the use of ICT in business. 

 

Source: created by the author. 
 
In general rating of 139 countries around the world 

in terms of the ICT development level in 2016, Ukraine 
has taken a 64 rating position [8], having improved by  
7 points compared to last year, ahead of even EU mem-
bers, such as Romania and Bulgaria, which indicates the 
ICT development is promising. 

This was facilitated by the availability of tariffs for 
mobile communications and telecommunications ser-
vices; high level of literacy and awareness of adult in 
ICT; the growth in sales of smartphones (which are mul-
tifunctional and high-tech devices that can replace other 
accessories), especially in small towns and villages; ac-
cessibility of a high-speed 3G network and the recent 
launch of 4G network (LTE). 

In recent years, the facilitating factor of the regula-
tory environment has become simplification of the 
mechanisms for obtaining permits and registration pro-
cedures, which affected their number, duration and cost 
(the Unified State Register of Legal Entities and Indi-
vidual Entrepreneurs, whose information is open and 
available for public was created, electronic registration 

of business entities was  introduced) [9]; Expansion of 
free electronic access for the population to individual 
registries (in particular, from 2015 to the State Land Ca-
dastre through the Public Cadastre map map.land.gov. 
ua).  

Among the main constraints in the development of 
the infrastructure and the regulatory environment of net-
work readiness for the period 2010-2018, the insuffi-
cient legislative support for the development of the in-
formation society formation issues, the network econ-
omy, e-government, e-commerce, etc. should be noted.  

At the same time, the following issues remain 
open: the independence of courts; the effectiveness of 
legal system for disputes settlement; the strengthening 
judiciary responsibility to society; the implementation 
of the updated constitutional principles of justice at the 
legislative level to ensure the independence (depolitici-
zation) of the judiciary; the establishment at the law 
level of a mandatory pre-trial procedure for the settle-
ment of disputes in specific cases, which will provide 
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the basis for alternative methods of disputes resolution 
development, such as mediation, etc. [10].  

The problem of protecting intellectual property 
also remains urgent. In recent years particularly acute is 
the issue of software piracy and plagiarism, high level 
of unlicensed software and computer games use.  

To analyze the level of network readiness of both 
the state and business, it is important to legislate and im-
plement it in practice. The study of Ukraine's rating in-
dicators made it possible to establish the presence of a 
certain pattern: low positions in the rating are where real 

business processes are evaluated (international trade, 
taxation, connection to power networks, partially it is 
construction and bankruptcy), it is a little higher in the 
case of exclusively legislative activity. 

The positive dynamics of Ukraine's network readi-
ness for 2010-2016 allowed the construction of its fore-
cast for 2017-2020 (since the number of countries par-
ticipating in the NRI Index has changed over the years, 
the NRI estimate was used for the forecast, but not the 
place in the ranking) (Figure 1). 

 

 
Fig. 1. The forecast of Ukraine's network readiness for 2020 

Source: created by the author 
 
The forecast of Ukraine's position in the world ra- 

ting is to some extent an indicator of the state regulation 
mechanism effectiveness in the field of ICT and enter-
prises prospects. The positive trend line shows the 
growth of Ukraine's network readiness in 2020 to 4.85. 
The obtained forecast indicator corresponds to the cur-
rent value in the rating with 32-35 places and an estimate 
of 4.8 to such countries as Latvia, Saudi Arabia, Malta, 
Spain. Ukraine can reach the top 20 leaders – Austria, 
Israel, Estonia, Belgium, according to this trend, only in 
2024 with a score of 5.4. However, the level of techno- 
logy is changing at a rapid pace, so it is necessary to 
build a clear strategy to achieve the results of these 
countries. 

Under condition of the ICT spread in business and 
society, information security measures become im-
portant, since the network economy not only brings 
many advantages and creates additional opportunities 
for business development, but also generates a number 
of threats that are destructive for both the individual and 
the region and country as a whole. 

The main threats for spreading the network eco- 
nomy in modern conditions are: information terrorism 

(through the use of the media, spreading rumors, dis-
semination of false (distorted, presented in a favorable 
context) information, activities of unfair competition); 
cyberterrorism (because of the infiltration of citizens, 
enterprises, government agencies, political parties into 
the computer networks, that can influence the violation 
of the world order); information attacks (through the 
spread of fakes (about military conflicts, the ecological 
situation, social and humanitarian problems in certain 
territories, anti-advertising of competitors, dissemina-
tion of compromising materials (often false infor-
mation) about business structures, that often precedes 
raider seizure, etc.); intentional point impact on a partic-
ular population group, which is most vulnerable to this 
information (pensioners, national minorities, ATО ve- 
terans, adolescents, etc.); the religious and public organ-
izations use; use of memetic weapons (primarily 
through social networks in order to impose stereotypes 
of thinking and behavior in business and society); the 
problem of protecting personal data (penetration 
through social networks (for example, recent events 
with Facebook) into the personal information space of 
citizens in order to use their personal data and manipu-
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late both consciousness and behavior in society); infor-
mation overload (through "pollution of the information 
space" and the constant imposition of unnecessary infor-
mation, which often makes it difficult to sort it out); par-
tial or complete replacement of a person with artificial 
intelligence in a professional and public environment 
(for example, running a robot in mayoral election in Ja-
pan); influence on the psychological state of the popula-
tion through the formation of phobias through the Inter-
net network. 

The reaction of the European Union to the scandal 
with the leakage of information via Facebook is indica-
tive as for increasing information security of protecting 
the personal information space and personal data in this 
case: since May 2018, the new General Data Protection 
Regulation (GDPR) comes into force (created and 
adopted in 2016) [11], which is intended to guarantee 
the safety and protection of personal information of ci- 
tizens of the EU and other countries whose data are used 
on the territory of the European Union. The energy, fi-
nancial companies, telecom operators and reservation 
services, e-shops and social networks falls under the 
terms of the GDPR2016 regulations first of all. Effective 
financial sanctions are provided for the regulations vio-
lation: 20 million EUR or 4% of annual income for vio-
lation of GDPR2016 key provisions, personal data sub-
jects rights, standards for the personal data transfer, etc. 
A feature of the new GDPR regulation is that it includes 
an IP address to the personal data; prohibits the collec-
tion of redundant personal data, inaccurate information 
must be updated or deleted on time; provides monitoring 
of behavioral personality activity in social networks,  
geolocation for targeting and personalization of adver-
tising; a data leakage statement is required within  
72 hours to the European Data Protection Board 
(EDPB), the only regulatory body in the EU [12]. Under 
the conditions of European integration, Ukrainian enter-
prises should carefully review their own information 
policy in the field of storage, processing and use of per-
sonal data in accordance with the standards of doing 
business in the EU. 

Conclusions. The main factors constraining the 
development of ICT in the Ukrainian economy is insuf-
ficient level of their use by the government, business; 
insufficient legislative support of the network economy, 
problems with the intellectual property protection; a low 
level of new technologies adoption in business; insuffi-
cient level of ICT influence on the emergence of new 
business models, which is probably connected with un-
favorable business environment, while the low govern-
ment readiness can be explained by the lack of a clear 
official ICT strategy and inadequate ability to use it. 

It should be noted that not only the fact of passing 
the law, but also the communication campaign is im-
portant, therefore, digital strategies should be aimed not 
only at developing the ICT infrastructure, but also at cre-
ating the necessary conditions for the ICT effective use 

in order to increase innovation, competitiveness, greater 
social integration. 

Effective development of the information space is 
impossible without taking into account the observance 
of information security conditions for the implementa-
tion of electronic transactions on the Internet, electronic 
document management, mind-maps use, digital signa-
ture mechanisms. Therefore, in the system of infiltration 
of the network economy into all spheres of economic 
activity, it is important to observe the criteria of infor-
mation security, which will contribute to stabilization in 
the relations between the market holders and become 
one of the key components of business development. 

State policies and company strategies with the aim 
of maximizing the economic and social effects of the 
network economy should be aimed at coordinating ef-
forts among stakeholders in the field of ICT dissemina-
tion, emphasizing the key focus on the development and 
strengthening of public-private partnership. 
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Пушак Я. Я., Кравчук І. П., Макеєва О. М.  

Фактори розвитку мережевої економіки в Україні: 
економіко-правовий аспект 

Статтю присвячено дослідженню факторів роз- 
витку вітчизняної мережевої економіки на основі ана-
лізу міжнародних індексів розвитку інформаційного 
середовища; обґрунтуванню загроз інформаційної без-
пеки ведення бізнесу. Проведено аналіз сприятливих 
та гальмуючих факторів поширення мережевого під-
ходу до ведення бізнесу, здійснено SWOT-аналіз ін-
фраструктури та регуляторного середовища готовності 
участі підприємств у мережевій економіці, визначено 
недоліки її нормативно-правового забезпечення, побу-
довано прогноз мережевої готовності України. Об- 
ґрунтовано загрози поширення мережевої економіки в 
бізнесі і у суспільстві. Основними факторами, що стри-
мують розвиток ІКТ в економіці України, є: невисокий 
рівень їх освоєння урядом, бізнесом; недостатнє зако-
нодавче забезпечення мережевої економіки. 

Ключові слова: мережева економіка; індекс мере-
жевої готовності; фактори мережевої економіки; інфо-
рмаційна безпека. 

 
Пушак Я. Я., Кравчук И. П., Макеєва О. М. 

Факторы развития сетевой экономики в Украине: 
экономико-правовой аспект 

Статья посвящена исследованию факторов разви-
тия сетевой экономики на основе анализа международ-
ных индексов развития информационной среды; обос-
нованию угроз информационной безопасности веде-
ния бизнеса. Проведен анализ благоприятных и тормо- 
зящих факторов распространения сетевого подхода к 

ведению бизнеса, осуществлен SWOT-анализ инфра-
структуры и регуляторной среды готовности участия 
предприятий в сетевой экономике, определены недо-
статки ее нормативно-правового обеспечения, по-
строен прогноз сетевой готовности Украины. Обосно-
ваны угрозы распространения сетевой экономики в 
бизнесе и в обществе. Основными факторами, сдержи-
вающими развитие ИКТ в экономике Украины, явля-
ются: невысокий уровень их использования правитель-
ством, бизнесом; недостаточное законодательное обес-
печение сетевой экономики.  

Ключевые слова: сетевая экономика, индекс сете-
вой готовности, факторы сетевой экономики, инфор-
мационная безопасность. 

 
Pushak Ya., Kravchuk I., Makeieva O. Factors of 

networked economy development in Ukraine: economic 
and legal context 

Under the influence of information technology, the 
features and content of organization forms of economy 
change; new kinds of production and forms of doing busi-
ness are created, a main base of functioning networked 
economy is formed. 

The expanding of network approach for organization 
of economic relationships creates real changes in market 
and competitive structures, requires a necessity of chang-
ing aims and methods of entrepreneurship. 

The issues of networked economy forming and deve- 
lopment were studied by both foreign researchers (J. Gal-
braith, A. Toffler, P. Druker) and native scholars (V. Ba-
zylevych, V. Heyets, I. Besedina). 

The whole imagination about the process of net-
worked economy forming is impossible without learning 
the factors, which define it, with taking in count specificity 
of native market environment, which is not researched 
enough in the national scientific field. 

Research of the factors of networked economy deve- 
lopment based on analysis of international indexes of in-
formation environment development; determination of 
threats of information security in doing business. 

The analysis of advantageous and deterring factors of 
expanding network approach in doing business is carried 
out, the disadvantages of its law providing are defined, a 
forecast of Ukraine’s networked readiness is constructed. 
The threats of expanding network economy in business and 
society are explained. 

The main factors, which prevent development of ІCТ 
in Ukraine’s economy, are the low rate of adoption them 
by government, business; the low rate in law securing of 
network economy. Following the criteria of information 
security in network economy facilitates stabilization in re-
lationships towards market’s stakeholders and will become 
one of the main parts in business development. 

Keywords: networked economy; Networked Readi-
ness Index; factors of networked economy, informational 
security. 
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HOMO POST-SOVETICUS: AN ATTEMPT OF ANALYSIS ON THE BASE  

OF POST KEYNESIAN AND OLD INSTITUTIONALIST APPROACHES 
 
Introduction. The thesis that the institutions of the 

post-Soviet Russian economy do not correspond to the 
institutions of a "normal" market economy has long 
been commonplace. Among the various explanations of 
such a “discrepancy”, in our opinion, so far not enough 
attention has been paid to the analysis of the main ste- 
reotypes and norms of the economic behavior of the 
“post-Soviet Russians”1. This work aims to fill this gap. 

The methodological basis of the research is the va- 
rious elements of Old Institutionalism and Post Keyne- 
sian Economics (branch of Keynesian "tree" very close 
to Old Institutionalism). 

The specificity of the approach proposed in the pa-
per is that those characteristics of economic behavior 
that are interpreted as constants in neoclassical theory 
(and in mainstream economics, in general) are treated as 
changing variables, and such variability requires institu-
tional analysis. These constants, in our opinion, include 
the following characteristics of economic behavior. 

A) Full rationality. In the neoclassical theory, it is 
usually assumed that in the process of decision-making, 
economic agents consider all benefits and costs of each 
of the possible choices. Thus, they fully take into ac-
count the existing constraints and opportunities. As a re-
sult, agents choose the optimal solution. That is why 
complete rationality means optimization. All modern 
mainstream economic models are based on this assump-
tion. Here the “constant” is the fullness of rationality, its 
highest degree: all characteristics of all possible choices 
are taken into account (see for more details Avtonomov, 
1998; 2017).  

The concept of bounded rationality was a slight de-
parture from this premise. This concept was developed 
within the framework of Old Institutionalism and Post 
Keynesian economics (Rutherford, 1995; Lavoie, 
1993), but it was introduced by O. Williamson (1975) in 
the mid-1970s into the framework of mainstream eco-
nomics2. The point is that the counting and cognitive 
abilities of people are limited, so they cannot take into 
account all constraints and opportunities during the de-
cision-making process. We will discuss it below.  

B) A simple adherence to self-interest. In the neo-
classical theory, it is usually assumed that each agent 
pursues his personal interest (as an “egoist”), but does 

                                                        
1 We apply concept of “Homo Post-Soveticus” only to the Post-Soviet Russians, but not to the Ukrainians, the Kazakhs, 

the Lithuanians etc.   
2 According to mainstream economics bounded rationality is consistent with maximization; heterodox economists believe 

that people characterized by bounded rationality do not optimize.  

not violate the rights and interests of others through the 
violation of legal and moral norms. A departure from 
this constant is the concept of opportunism proposed by 
O. Williamson (1975) – and developed by us (it will be 
discussed in the relevant section). 

The following discussion focuses on constants, 
from which neoclassicists (according to our opinion) 
have never retreated. 

C) Normal estimate of the future time. In the neo-
classical theory, it is usually assumed that each agent 
values the present time more than the future, which is 
expressed in the positive rate of time preferences. How-
ever, at the same time, economic events (flows of 
money, goods, resources, assets) of the future time still 
have value for it. Both of these prerequisites are embo- 
died in principle, according to which the agent discounts 
future variables at a positive and constant rate of dis-
count. 

D) Independence of preferences from restrictions. 
In the neoclassical theory it is usually assumed that the 
preferences of each agent are formed by him inde-
pendently and do not depend on any restrictions, both 
financial and social (Avtonomov, 1998. S. 126 – 130; 
139 – 140). The simplest example is the consumer be-
havior model, in which the indifference curves and the 
budget constraint line are determined by completely dif-
ferent factors. 

E) Autonomy of expectations. The modern neoclas-
sical theory uses the hypothesis of rational expectations. 
According to this hypothesis, each agent forms its own 
expectations, independently collecting, processing and 
using all available information (Avtonomov, 1998.  
S. 162 – 163). This implies, in particular, that the expec-
tations of each agent do not depend on the expectations 
of other agents. 

F) Personal responsibility. In modern neoclassical 
theory, it is assumed that each agent seeks to fulfil their 
obligations to other agents. 

In our opinion, it is useful to combine the last three 
constants with the help of the term behavioral independ-
ence or behavioral autonomy. In other words, the agent 
demonstrates behavioral autonomy, if his or her prefer-
ences do not depend on restrictions, expectations are 
formed autonomously, and he or she shows personal  
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responsibility in fulfilling his obligations. The relevant 
section will discuss it in more detail. 

It is these characteristics that form the modern ne-
oclassical interpretation of the economic man – Homo 
Economicus. We believe that none of the above charac-
teristics is applicable for the correct interpretation of the 
economic behavior of "post-Soviet Russians"1. It seems 
to us that such a description can be given by rejecting 
these assumptions. Such a refusal just means we will 
treat these described constants of economic behavior as 
the changing variables (regarding constant and variable 
rationality see Avtonomov, 2017). 

Lowered Rationality. People behave fully ratio- 
nally only in neoclassical economic theory. In heterodox 
theories, as in real life, rationality is often bounded. The 
low degree of rationality is interpreted by us (following 
H. Leibenstein, 1976) as a low propensity to “calculate” 
(possible benefits and costs of decision-making). “An 
absence of tendency toward prudence” may be due ei-
ther to reasons that impede such calculations, or to rea-
sons that make them unnecessary (first of all, through 
breaking the link between efforts and results). 

To the first group of causes, we include external 
informational constraints. We imply situations of lack of 
information (uncertainty of the future), or its extensive-
ness, or its complexity (see in details Hodgson, 1997). 
To the second group of causes, we attribute factors due 
to the specifics of previous economic systems that  
existed in a given country, as well as various non-eco-
nomic factors, in particular, of a geographical and cul-
tural nature. It should be borne in mind that all these fac-
tors can interact with each other. Consider first the role 
of external informational constraints. 

Generally speaking, the "transitivity" of any econ-
omy indicates the variability of its institutional environ-
ment. It is important because the Post-Soviet Russian 
economy can be treated as “transitional” or “post-tran-
sitional” system. Institutions of the former economic 
system are being destroyed, and their place is taken by 
institutions of the new system. So, the economy in tran-
sition is system with a changing institutional environ-
ment. How does the changing institutional environment 
affect the “external informational constraints” men-
tioned? The answer is obvious - negatively, in the sense 
that abrupt institutional changes increase both the uncer-
tainty of the future and the complexity of information. 

Firstly, drastic changes in the institutional environ-
ment make it difficult for economic agents to predict 
both the actions and reactions of other agents and the 
future economic environment in general. In short, the 
degree of uncertainty of the future becomes higher in the 
“transitional” conditions, and begins to decline only 

                                                        
1 Generally speaking, these characteristics are hardly applicable for the correct interpretation of the actual behavior of 

actually existing agents in Western countries. However, we believe that, for a number of reasons discussed below, the behavior 
of the “post-Soviet Russians” differs from the neoclassical model “Homo Economicus” in a more degree. In any case, the 
analysis proposed in the paper is aimed at forming a methodological basis for creating a “theoretical model of man”, that is an 
alternative to the model developed in the framework of neoclassical approach. 

when the institutions of the type of economic system to 
which this economy "moves" have been largely formed. 
In principle, the allegations of a sharp increase in the 
degree of uncertainty of the future in the Post-Soviet 
Russian economy have long become commonplace and 
do not need any evidence. Here, however, the fact that 
such an increase acted as a serious barrier to rationality 
of economic agents in the 1990s is important. 

Secondly, during the transition to the economic 
system of a new type, economic agents have to deal with 
such information that they have never dealt with before. 
A vivid example is the emergence of stock markets in a 
transitional economy. The behavior of people in such 
markets in the early years of the “transition” could not 
be rational, as economic agents were faced with the 
completely new information for themselves, because 
there were no such markets in the planned economy. An 
analysis of the balance of issuing companies, under-
standing the links between the macroeconomic situation 
and the situation in the stock market and its segments – 
such things went beyond the competence of stock mar-
ket participants in economies that started a “transition”. 
Therefore, the collapse of these markets in Russia, Al-
bania and some other countries with a “transitional 
economy” was not accidental (Bezemer, 2001). Another 
example of increasing the degree of “complexity of in-
formation” is consumer goods markets. For decades, 
Russian consumers have been living in a shortage of 
many basic necessities, and then suddenly they encoun-
ter dozens and hundreds (if not thousands) of previously 
unknown varieties of food, clothing, shoes, household 
appliances, etc. It is clear that this is a case of informa-
tional complexity (as well as its extensiveness). Making 
completely rational decisions in such situations proves 
impossible (Hodgson, 1997). 

In general, the Russian transitional economy was 
characterized, at least in the 1990s, by very high degrees 
of complexity (as well as extensiveness) of information 
and uncertainty of the future, which severely con-
strained the rationality of the behavior of economic 
agents. In the 2000-2010s, these factors largely retained 
their strength. For example, the degree of complexity of 
information has continued and continues to rise, largely 
due to the very rapid development of the sectors related 
to information and communication. Some young people 
may not keep up with these changes, and their skills are 
insufficient to collect and process the data necessary for 
rational decision-making. 

Among other factors leading to the uselessness of 
optimization, first of all, the influence of the economic 
system of planned socialism should be highlighted. The 
Soviet power, through a system of centrally planned 
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economy, seriously discouraged a penchant for pru-
dence and personal economic independence. On the one 
hand, it guaranteed a certain minimum set of benefits to 
the Soviet person regardless of his efforts (and the en-
terprises were generally under soft budget constraints); 
on the other hand, it did not allow him or her to increase 
her personal material well-being above a certain level. 
Such state paternalism instilled dependency attitudes 
among the majority of the Soviet population and made 
prudent behavior meaningless. Thus, perhaps, the Soviet 
power managed to create a "new socialist man" (Kregel, 
1995), "Homo Soveticus", and more so than the govern-
ments of Eastern European countries, where the system 
of the planned economy, which adversely affects the de-
gree of rationality, existed almost half as much. 

Finally, among other similar reasons, a low pro-
pensity to “calculate” can be attributed to the geograph-
ical environment: in the past, frequent crop failures in 
rural areas also led to a gap between efforts and results. 
However, as urbanization proceeded, this factor lost its 
significance, and the low degree of rationality of Homo 
Post-Soveticus is hardly connected with it. 

Opportunism. Opportunism was defined by  
O. Williamson as “self-interest seeking with guile” 
(Williamson, 1975. P. 55), that is, as an excessive degree 
of adherence to personal interest. This interpretation 
contrasts opportunism with “a simple adherence to self-
interest.” We have already written about it above, and 
O. Williamson defines him as such behavior in which an 
economic agent seeks personal gain without impairing 
the rights of other agents, but without focusing on their 
interests. It is this characteristic of human behavior that 
was tacitly assumed in almost all economic theory (not 
only neoclassical one). 

In our opinion, it is important that the degree of ad-
herence to personal interest, as well as the degree of ra-
tionality, can be a variable quantity. The degree of op-
portunism itself can change (although O. Williamson 
and his followers do not write about this). 

We believe that the degree of opportunism is deter-
mined by institutional factors, and, above all, by that 
group of these factors which is related to the behavior of 
the state. We mean, firstly, how much the state performs 
its main institutional function related to the protection of 
contracts, and, secondly, what kind of social ideology it 
forms (or has already formed). 

If the state effectively protects contracts, punishing 
their violators, that it forms a social ideology that en-
courages honest, constructive work; if it discourages in-
centives to “use guile” and favors “hard work”, then the 
degree of opportunism will be low. Agents will have 
neither incentives nor the ability to "overly pursue their 
self-interest." Unfortunately, in post-Soviet Russia eve-
rything was different. We argue that the post-Soviet 
Russian state was characterized by institutional inade-

                                                        
1 A business lobby estimates the damages at around 22 billion roubles, see Night of the Long Scoops (2018). 

quacy, that is, by the inability or unwillingness to per-
form its basic institutional functions, and, above all, to 
ensure the smooth operation of the contracting system. 

Firstly, the post-Soviet Russian state extremely 
poorly defends contracts. To a large extent, this is a con-
sequence of the underdevelopment of the judicial legal 
system and (typical for Russia) dominance of the exe- 
cutive power over other branches of power. For exam-
ple, such phenomena as the absence in laws of the defi-
nition of mechanisms for their implementation, the non-
enforceability of laws, an ambiguity of the formulations 
contained in their texts, the incompatibility of different 
laws with each other and “legal void” (such as the pres-
ence in one law of reference to another law which is ab-
sent) represented a common place in the 1990s and often 
occur in the 2000-2010s. Moreover, the Russian state 
often violated and violates its own obligations regarding 
a protection of property rights and contracts. The most 
striking recent example is famous Night of the Long 
Sсoops – mass demolition of kiosk-like structures in 
Moscow in 2016 February.1 The phrase of Moscow’s 
major Sergei Sobyanin about the attempts to recover 
losses “one cannot hide behind property papers” – to-
gether with his subsequent success at 2018 elections – is 
the direct proof of the Russian government’s institu-
tional inadequacy.  

Secondly, the post-Soviet Russian state contributed 
to the formation of a social ideology that stimulates op-
portunistic behavior. To understand this, you must 
firstly make relevant definition. By social ideology, we 
understand the system of social goals and preferences, 
which largely influences the goals and preferences of in-
dividuals. The very same social ideology is in complex 
relations of mutual dependence with the informal rules 
of the game and has a huge impact on human behavior, 
ranging from the degree of adherence to self-interest and 
ending with macroeconomic decisions (such as the pro-
pensity to save). 

In economic history, as an illustration of the eco-
nomic role of social ideology, first of all, we can distin-
guish the period of development of capitalism in the 
XVII-XIX centuries in a number of Protestant coun-
tries – first of all in the USA and Switzerland – where 
the ethics of extreme Protestant sects (“Puritan ethics”) 
dominated. The essence of this ethic was the ideology of 
"worldly asceticism": a combination of maximum ef-
forts in the production sector (huge working efforts in 
all forms, including entrepreneurship, rapid accumula-
tion of capital) and severe restrictions in the consumer 
sphere (relatively small amounts of consumption and a 
small amount of time spent on leisure). At the same 
time, this ethics stimulated honest behavior in economic 
life and maximum responsibility while observing con-
tractual obligations. Thus, the Puritan ethics provided a 
very large incentive to work, entrepreneurship, savings 
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and investments, which had a positive impact on eco-
nomic growth, in particular, and on the emergence of 
Western capitalism as an effective economic system, in 
general. 

Another example of the powerful influence of so-
cial ideology on economic behavior is communist ideo- 
logy in the USSR and some other totalitarian states of 
the twentieth century. There is no doubt that one of the 
reasons for the rapid economic development of the 
USSR in the 1920s and 1950s – along with the most bru-
tal methods of state coercion and the abundance of re-
sources – was Stalin’s ideology which regarded work as 
a “matter of honor, valor and heroism”1. Thus, the So-
viet economy in the specified period of time was distin-
guished by a very high work / leisure ratio and the ab-
sence of aspects of “shirking,” which, of course, stimu-
lated economic development. On the other hand, the 
slowdown in the 1970s and 1980s was to a certain extent 
caused by the implicit penetration into the Soviet ideo- 
logy of motives of dependency and avoidance of “hard-
working activity” – this was embodied in the well-
known maxim: “They pretend that we are paid for pre-
tend to be working." 

In our opinion, the dramatic events that took place 
in the 1990s in the Post-Soviet Russia economy can also 
be largely explained by the peculiarities of group beha- 
vior associated with social ideology. The fact is that at 
the turn of the 1980-1990s, during the collapse of the 
USSR and the establishment of Russia as a country with 
a market economy, a radical change in social ideology 
took place. Communist values were sharply "disman-
tled." 

There was a huge ideological vacuum. It quickly 
began to fill with aggressive propaganda in the state me-
dia of “bourgeois values”, or rather, with propaganda of 
quick, immediate enrichment at any cost, consumption 
of expensive, prestigious goods and, in general, “beau-
tiful life”. The new social ideology, the ideology of the 
“luxury life”, which was actively implemented through 
all media, had a powerful influence on the goals and 
preferences of the majority of economic agents of the 
Post-Soviet Russian economy. The most common con-
sequence of planting such a social ideology was the gen-
eral disregard for honest creative work. “Heroes of the 
day” were prostitutes, financial speculators, or simply 
notorious bandits. Those who did not directly become a 
“criminal element” received great incentives for oppor-
tunistic behavior. In the 2000-2010s many bandits and 
frauds became the part of the State bureaucracy, and the 
problems of opportunistic behavior has been deepened. 

Investor Myopia. As a rule, when making a 
choice, people try – one way or another – to take into 
account the consequences of their decisions not only in 
the very near future, but also in the distant one. In this 
case, the closer the period of receipt of money (or deli- 
very of goods), the better. This aspect reflects, as noted 
                                                        

1 But, nevertheless, we treat the Stalin’s regime as criminal and flagitious! 

above, a positive rate of time preferences, embodied in 
the “subjective discount rate”, as well as a positive in-
terest rate. All this means that the more distant in time 
flows of money or goods are discounted, taking into ac-
count the “increase” of the same discount rate (interest 
rate). It reflects, as we have already written, a “normal 
estimate of the future time”. It is a consequence from the 
prerequisite of a normal estimate of the future time that 
the vast majority of economic models, and not only 
those related to the mainstream economics, proceed. 

However, in a situation of higher uncertainty, for 
example, due to the institutional inadequacy of the state 
or a sharp transformation of the economic system, an es-
timate of the future will be distorted. Revenues of highly 
distant future periods will be even less preferable for 
people than in the “ordinary situation”. Then people will 
discount such income at an increasing discount rate, 
which means a short-term temporary orientation or just 
short-termism (Dickerson et al, 1995). In other words, 
each subsequent period will be discounted at a higher 
discount rate than the previous one. 

An even greater degree of uncertainty can distort 
an estimate of the future even more, leading to investor 
myopia. Investor myopia is an exception from conside- 
ration of material and cash flows for certain future pe-
riods, which should occur later than a certain threshold 
point in time (Bellais, 2004; Juniper, 2000; Rozmainsky, 
2015). In other words, investor myopia is discounting 
future variables at an infinite discount rate, starting from 
a certain threshold point. The described phenomenon is 
quite natural in “abnormal” situations such as the lack 
of protection of forward contracts, inconsistency of the 
legislative base of the economy or high socio-political 
instability (it is clear that all of them are related to the 
above-mentioned institutional inadequacy of the state). 

It should be clear that investor myopia inevitably 
gives rise to and / or intensifies the decline in invest-
ment, because it means a very short time range for mak-
ing decisions. After all, in fact, those investments in 
fixed capital (and other assets) that can generate income 
only after a long time period, are out of consideration if 
this period of time comes after a certain threshold point 
in time. 

Thus, the consequences of investor myopia are ob-
vious: people exposed to this “disease” refuse to invest 
with a long payback period. There is no accumulation of 
many important types of physical and human capital, 
technical development, and diffusion of innovations. An 
economic system with an excessively low estimate of the 
future time is doomed to stagnation or, at best, to low 
growth rates. 

Investor myopia can be quite easily generated (by 
the already mentioned institutional inadequacy of the 
state, which generates a high degree of uncertainty of 
the future), but it is difficult to overcome. The fact is that 
it is deeply rooted in the psychology and behavior of 
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people. There are many examples of this, and perhaps 
the most convincing of them is the economic behavior 
of Russians in the post-Soviet period. It was investor 
myopia that was one of the most important factors that 
triggered fixed capital investment collapse during the 
1990s in post-Soviet Russia. It is also one of the most 
important factors that led to the fact that the average age 
of equipment in the domestic economy increased from 
10.8 years in 1990 to 21 years in 2004 (beyond 2004 this 
statistics became unavailable). Unfortunately, the pro-
cess of technological degradation continues in the 2000-
2010s. 

In general, a low degree of rationality, (strong) op-
portunism and investor myopia can be interpreted as in-
terrelated "links of one chain", especially since investor 
myopia can be viewed as a special case of a low "pro-
pensity to calculate", as well as a specific reaction to op-
portunism. Low “propensity to calculate” (as well as, to 
a certain extent, investor myopia), in turn, can be both a 
cause and a consequence of behavioral dependency dis-
cussed in the following section. 

Behavioral Dependency. In order to understand 
what behavioral dependency is, it is necessary again to 
look in more detail at the opposite of this characteristic – 
behavioral independence or behavioral autonomy. The 
absence of this term in the mainstream economics is ex-
plained by the fact that this property is taken in it as a 
“plain truth”. In other words, those agents who are con-
sidered in neoclassical theories and concepts of other 
scientific traditions that fit into the mainstream (new 
Keynesianism, new institutionalism, etc.) are characte- 
rized by behavioral autonomy, that is, personal inde-
pendence in shaping preferences and expectations, as 
well as in the fulfillment of its obligations. More speci- 
fically, the agent is behaviorally independent if the fol-
lowing conditions are satisfied. 

Firstly, his or her preferences are formed inde-
pendently of the existing restrictions, both financial 
(budgetary) and “social/class”. "Neoclassical agent" 
does not suffer from "green grape syndrome". He or she 
does not cut back on his or her needs just because he or 
she earns little, or because society (class) has inspired 
him or her that these needs are “inadequate.” Although 
"the phenomenon of reduced needs due to reduced op-
portunities to meet them has been described by a number 
of researchers." (Avtonomov, 1998. S. 127). We empha-
size that in the number of restrictions we include not 
only (and maybe not even so much) prices and income, 
but also those stereotypes and norms that are imposed 
on an individual by the society or class to which he or 
she belongs. We refer to stereotypes and norms in rela-
tion to consumption, savings, portfolio choice, labor 
supply, etc. The representative agent described by main-
stream economics has stable preferences independent of 
such restrictions. His or her preferences do not depend 
not only on financial receipts (and payments), but, 
which is, in our opinion, more important, on society. 

It should also be noted that the independence of 
preferences from (financial and social/class) restrictions 
is something broader than the absence of “external im-
pacts on utility” described in the famous article by  
H. Leibenstein (1950). We mean the bandwagon effect, 
the snob effect and Veblen effect. The fact is that such 
external impacts on utility refer to the so-called “non-
functional demand”. By this term, economists imply the 
demand that is not directly determined by the quality of 
the product. If there are external influences on the uti- 
lity, the agent buys the product because it is being 
bought (or not bought) by other agents, or because the 
product has a higher price (signaling “prestige”) than 
other products. 

The existence of such external influences, of 
course, creates difficulties in the transition from indivi- 
dual to market demand curves (and in general does not 
correspond to the “standard” neoclassical approach), but 
it is by no means the main factor in the dependence of 
preferences on constraints. Such dependence means that 
the agent begins to perceive the quality of the goods dif-
ferently under the influence of restrictions, and then his 
“functional demand”, that is, the demand due to these 
qualities, changes. 

Secondly, agent's expectations are also formed by 
him or her independently, or, in other words, autono-
mously. We mean that these expectations are based on 
information received and processed by him or her per-
sonally, and not on following the rumors and conjec-
tures of other agents. Autonomy of expectations is com-
patible not only with the rational expectations hypothe-
sis mentioned above, but also with the equally well-
known adaptive expectations hypothesis, which is still 
sometimes used in neoclassical theory. But, it is incom-
patible with the theory of conventional expectations, de-
veloped by J. M. Keynes (1937). In other words, the in-
dependence of expectations means that the agent, while 
forming them, does not focus on the average opinion. 
He or she does not use it as a substitute for inde-
pendently collected and processed information. 

Thirdly, in fulfilling their obligations, the agent is 
characterized by personal responsibility. He or she does 
not fulfill his or her obligations only if it brings him or 
her certain benefits. Generally speaking, personal  
responsibility is closely interrelated with rationality of 
behavior. We refer to the fact that the propensity to cal-
culate costs and benefits is both a cause and a conse-
quence of the agent's personal commitment to his or her 
partners. It is unlikely that he or she will be able to fulfil 
these obligations flawlessly if he or she does not behave 
rationally. At the same time, rational behavior contri- 
butes to personal responsibility (of course, in conditions 
of a low degree of opportunism). In a broader sense, 
“high degree of personal responsibility” means the ten-
dency of an agent to bear the burden of personal obliga-
tions to other agents. 
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Thus, as we have already written, behavioral  
autonomy means independence of preferences from con-
straints, autonomy of expectations and personal respon-
sibility. All these aspects are admitted as an obvious 
truth in mainstream economics, and first of all, in the 
framework of the neoclassical approach. “An economic 
person is characterized by the relative immutability of 
his preferences, the way environmental information is 
being processed, and the way expectations are formed.” 
(Avtonomov, 1998. S. 32). However, when analyzing 
the behavior characteristics of “Homo Post-Soveticus”, 
this approach is not suitable. We argue that behavioral 
autonomy is not a “default” property of a typical post-
Soviet Russian. 

On the contrary, the most important characteristic 
of “Homo Post-Soveticus” is behavioral dependence. In 
other words, we believe that typical post-Soviet Rus-
sians are characterized by the dependence of prefe- 
rences on financial and social class restrictions, non-
autonomy of expectations in the form of a tendency to 
herd behavior during their formation and personal irre-
sponsibility, leading to non-fulfillment of obligations. 
The causes of the behavioral non-independence of 
Homo Post-Soveticus are rooted in its Soviet past. Such 
reasons include the above-considered state paternalism 
and soft budget constraints, characteristic of the Soviet 
economy. As was again noted, these features formed de-
pendent behavioral attitudes among Soviet people. In 
addition, the subordination of the interests of an indivi- 
dual to the interests of society is often considered as an 
element the traditional Russian economic culture. Per-
haps, collectivism and authoritarianism can be factors of 
behavioral dependency that go back to the distant past. 

It is through the concept of behavioral dependency 
that the “adverse” phenomena of the post-Soviet Rus-
sian economy can be explained, such as massive invest-
ments of ordinary citizens in financial pyramids, con-
sumption of low-quality goods under the influence of 
advertising, as well as massive violations and non-ful-
fillment of contractual obligations. These phenomena 
were common in the 1990-2000s and are important now. 

Is Typical Post-Soviet Russian Agent “Homo 
Post-Soveticus”? Here we would like to present some 
quote from one sociological study of young generation’s 
values and preferences: “Our students ... by and large, 
our young customers-consumers are a very peculiar 
combination of personal characteristics. Internal and ex-
ternal neuroticity, narcissism, high self-conceit, Napo-
leon complex, uncritical attitude towards oneself, hyper-
activity and overdeterminism alternating with depres-
sions and falling activity, lack of labor discipline and 
sustainability in solving life tasks, irresistible commit-
ment to unlimited choice and enumeration of contacts 
and perspectives without fixing on any of them. What 
economic behavior can we expect from this genera-
tion?” (Ermishina). 

Let analyze it using the theory proposed above. 
“Narcissism”, “high self-conceit”, “lack of labor dis- 
cipline” are clearly compatible with the “low degree of 
personal responsibility” described by us, and also with 
opportunism. 

“Lack of sustainability in solving life tasks” is 
compatible with a focus on quick returns from economic 
activity, and from here, “hand in hand”, to investor  
myopia. 

"Commitment to the choice ... without fixing on 
any of them" is clearly compatible with the low degree 
of rationality. A high degree of rationality, suggesting 
optimization, is not conceivable just without fixing at 
the best, optimal choice. 

The standard neoclassical model – “Homo Eco-
nomicus” – should correspond to such qualities as 
“commitment to choice with fixation on its specific op-
tions”, “presence of labor discipline”, “normal degree of 
self-esteem” (rather than “self-conceit” and “narcis-
sism”) and “high degree of sustainability in solving life 
tasks”. 

We believe that the fundamental difference bet-
ween the “younger generations of the Post-Soviet Rus-
sians” and the old ones really lie in greater egoism, in-
dividualism, obsession with themselves and their prob-
lems, narcissism, neuroticism, etc. However, only indi-
vidualism and egoism are not enough to get closer to the 
Homo Economicus model. Such qualities as the ten-
dency to prudence/propensity to calculate, patience in 
anticipation of future results (embodied in a “normal es-
timate of the future time”), a high tendency to personal 
responsibility, and the ability to form independent pre- 
ferences are necessary. In short, Discipline, Calculation, 
Patience and Responsibility are the most important cha- 
racteristics of Homo Economicus. However, these qua- 
lities are absent in the new generations of the Post-So-
viet Russians even to a greater degree than in represen- 
tatives of older generations (It remains an open question 
about how adequate these qualities are for modern West-
ern people, and accordingly, how well the neoclassical 
model of man works in the Western world). 

Conclusion.  We conclude that the stereotypes and 
behavioral norms of post-Soviet Russians that were 
formed by the beginning of the 21st century are not con-
gruent to the formal institutions of an efficient market 
economy. These stereotypes and norms do not contri- 
bute to effective and rational decision-making, compli-
ance with laws and contracts, honesty in business rela-
tions, and production activities focused on long-term re-
sults. A typical “Homo Post-Soveticus” is an agent cha- 
racterized by a low degree of rationality, a high degree 
of adherence to self-interest (opportunism), investor 
myopia and behavioral dependence. These characteris-
tics condition and strengthen each other. Some excep-
tion is only the direct correlation between opportunism 
and behavioral dependency: the latter of these pheno- 
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mena is unlikely to lead to significant opportunism, sug-
gesting the opposition of personal interests to a collec-
tive one. However, investor myopia and a low degree of 
rationality “together” give rise to compatibility between 
opportunism and behavioral dependency. 

As a result, decisions made by typical “Homo Post-
Soveticus” lead, at the micro level, to inefficient alloca-
tion of resources, and at the macro level to low or de-
creasing investments in fixed and health capital, as well 
as technological degradation (or, at least, technological 
stagnation). Here it is necessary to note the following. 
Micro- and macroeconomic models created within the 
framework of mainstream economics are hardly ade-
quate for analyzing both individual markets and the 
macroeconomy, if there are agents on such markets and 
in such an economy whose behavioral characteristics 
correspond to “Homo Post-Soveticus”. Models that take 
into account the simultaneous coexistence of low ration-
ality, opportunism, investor myopia and behavioral de-
pendency are needed. 

In addition, as a result, the economy populated by 
such agents turns into a set of closed local relations and 
groups. The degree of mutual trust between agents with 
described behavioral features in such an economy is 
very low, and, accordingly, such an economy is charac-
terized by a low degree of “transparency”. 

It is logical to name such economic system “fa- 
mily-clannish” as opposed to the market system. The 
above features hinder diffusion of innovations, techno-
logical progress and, of course, intensive economic 
growth. In general, “family-clannish capitalism” is 
doomed to economic stagnation and lag behind “nor-
mal”, “market capitalism” due to an unfavorable institu-
tional environment. One of the most important aspects 
of such an environment is precisely the stereotypes and 
norms of agents' behavior that form it, which were con-
sidered in this paper. 

The main practical conclusion is that one can enter 
the trajectory of rapid and sustainable economic growth 
only when transforming the considered characteristics 
of economic behavior. It cannot do without overcoming 
the institutional inadequacy of the state and the deep re-
forms of formal institutions. 
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Розмаїнський І. В. Homo Post-Soveticus: 

Спроба аналізу на основі посткейнсіанского та 
інституційного підходів. 

Основна ідея статті полягає в тому, що пове- 
дінка типового пострадянського росіянина не відпо-
відає моделі людини, запропонованої у неокласич-
ній економічній теорії. Автор статті розглядає такі 
важливі відхилення від цієї моделі, як обмежена ра-
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ціональність, опортунізм, інвестиційна короткозо-
рість і поведінкова несамостійність. Основні при-
чини для таких відхилень пов'язані з невизначені-
стю, а також складністю інформації. Ці зовнішні ін-
формаційні обмежувачі є наслідком інституційних 
змін в пострадянській Росії в цілому та інституцій-
ній неадекватності російської влади зокрема. Теоре-
тична основа статті – посткейнсіанство і старий ін-
ституціоналізм. 

Ключові слова: раціональність, обмежена ра- 
ціональність, опортунізм, інвестиційна короткозо-
рість, поведінкова несамостійність, невизначеність. 

 
Розмаинский И. В. Homo Post-Soveticus: По-

пытка анализа на основе посткейнсианского и 
институционального подходов 

Основная идея статьи состоит в том, что пове-
дение типичного постсоветского россиянина не со-
ответствует модели человека, предлагаемой нео-
классической экономической теорией. Автор статьи 
рассматривает такие важные отклонения от этой мо-
дели, как ограниченная рациональность, оппорту-
низм, инвестиционная близорукость и поведенче-
ская несамостоятельность. Основные причины для 
таких отклонений связаны с неопределённостью, а 
также сложностью информации. Эти внешние ин-
формационные ограничители являются следствием 
институциональных изменений в постсоветской  
 
 

России в целом и институциональной неадекватно-
сти российских властей, в частности. Теоретическая 
основа статьи – посткейнсианство и старый инсти-
туционализм. 

Ключевые слова: рациональность, ограничен-
ная рациональность, оппортунизм, инвестиционная 
близорукость, поведенческая несамостоятельность, 
неопределённость. 

 
Rozmainsky I. Homo Post-Soveticus: An At-

tempt of Analysis on the Base of Post Keynesian and 
Old Institutionalist Approaches 

The main idea of the paper is that a behavior of typ-
ical Post-Soviet Russian agent is inconsistent with the 
model of man offered by Neoclassical Economics. Au-
thor of the paper considers important deviations from 
this model such as bounded rationality, opportunism, in-
vestor myopia and behavioral dependency. The main 
reasons for these deviations are concerned with uncer-
tainty and informational complexity. These external in-
formational constraints are consequences of institutional 
changes in the Post-Soviet Russia, in general, and insti-
tutional inadequacy of the Russian authorities, in parti- 
cular. The theoretical foundations of this paper are Post 
Keynesianism and Old Institutionalism. 

Keywords: rationality, bounded rationality, oppor-
tunism, investor myopia, behavioral dependency, uncer-
tainty. 

 
Received by the editors: 26.11.2018 
and final form 14.12.2018 

  



І. Smirnova, K. Simakov 

51 
Економічний вісник Донбасу № 4(54), 2018 

UDC 331.101.262+338(477) 
І. Smirnova,  

PhD (Economics), 
ORCID 0000-0002-6941-1276, 

K. Simakov,  
PhD (Economics), 

Donbass state machine-building academy, Kramatorsk 
 

THE DEVELOPMENT OF HUMAN CAPITAL IN UKRAINE:  
GLOBAL INFLUENCES AND TENDENCIES 

 
Problem statement. The problems of realization 

of active social politics become especially actual in the 
modern terms of globalization of all industries of public 
and economic life - leading basis of perfection of human 
potential, that, in turn, assists the proof increase of basic 
indexes of economic development. A human capital is 
the determinative of support of competitiveness of econ-
omy of the state on world markets. For today, next to the 
receipt of income and increase of capitalization of enter-
prises, priority directions of strategic development are 
maintenance and expansion of market of production dis-
tribution share, perfections of internal business pro-
cesses, that is arrived at by means of effective manage-
ment labour by resources.  

Analysis of recent research and publications. 
The problems of forming, development, modernisation 
and transformation of human capital, his role in socio-
economic development of the state are reflected in 
works of V.P. Antonyuk [1], G. Becker, J. Kendrick,  
J. Mintzer, Т. Schulz, О. Grishnova et al. Much attention 
was thus spared to the economic value of human capital, 
his meaningfulness for the increase of efficiency of pro-
duction, and also increase of welfare of both separate 
individual and state on the whole. 

The aim of the article. Determination of basic 
problems and prospects of development of human capi-
tal of Ukraine is in the conditions of globalization. 

Presenting the main material. Today globaliza-
tion forms single space, changing socio-economic life of 
the separate state, characterized by strengthening of in-
ternational co-operation and increase of openness of 
economy that has both positive and negative effect.  
А. Zhalilo determines justly, that the "asymmetricness 
of commodity pattern of trade of Ukraine and European 
Union results in an actual ebb from Ukraine of part of 
potential valueadded, it creates soil for deepening of 
negative balance of trade between Ukraine and Euro-
pean Union [2, с.132]. Such situation increases the re-
ceipt of the imported commodities to the home market 
that influences on reduction of workplaces and profits of 
national commodity producers, and, accordingly, – re-
duces possibilities of increase of welfare of citizens of 
Ukraine.  

For providing of effective balance of trade it is 
needed: to conduct harmonization with the standards of 

and European Union and provide their proper introduc-
tion, and also diversify an internal production; at state 
level to assist the increase of his competitiveness on in-
novative basis and development of business contacts 
from and European Union But for today a free trade 
zone from and of European Union did not expose the 
potential in a complete measure, that is why exactly at 
the European market of commodities and services, that 
is one of most in the world, Ukraine must go out on the 
new quality level of collaboration and mobilize all ne- 
cessary facilities for the sake of providing of the eco-
nomic development and increase of profits of popula-
tion. 

Although a salary in Ukraine grows rapid enough 
rates, the level of remuneration of labour in our country 
until now remains very low: he is in 2,2 times less than, 
than in poor country of ЄС – Bulgaria and in 4,2 times, 
than in Poland (Fig. 1). 

The low level of wages is primarily due to the state 
of the economy of our country, secondly, the reduction 
of jobs in the industrial sector, and thirdly, with the lack 
of development of the newest high-tech enterprises and 
firms with the use and development of new IT techno- 
logies , and fourthly – with a lack of investments for 
their implementation. The weakness of the economy, 
large external debt, the crisis of the banking system, 
armed confrontation in the east, lack of social protec-
tion – are the main causes of mass outflow of human 
capital from Ukraine. In a globalized world, developed 
countries and multinational corporations are becoming 
powerful centers for attracting trained personnel from 
around the world, "squeezing out" the labor potential of 
many countries in its most skilled part. 

According to the Global Competitiveness Index, 
calculated by the experts of the World Economic Forum, 
Ukraine occupies the penultimate position among the 
EU countries, ahead of only Greece. 

Moreover, if we consider the components of this 
index related to the formation of human capital, 
Ukraine's low position in the rating is due to lack of 
technological readiness - 3.45 compared to 4.6 to 6.42 
in the EU. At the same time, Ukraine's labor market and 
higher education and labor market performance indices 
are closer to the EU level (Fig. 2). 
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Fig. 1. Average salary of some eastern EU countries and Ukraine for the first quarter of 2018 [3] 

 

 
Fig. 2. Global Competitiveness Index of Ukraine and the EU in 2015 [4] 

 
According to the stages of economic development 

of national economies used to compare the competitive-
ness of countries in the Global Competitiveness Report 
2015-2016 [4], Ukraine belongs to a group of countries 
driven by efficiency (driven efficiency), where growth 
depends on investment, and competitiveness is achieved 
through the use of world technologies in domestic pro-
duction. At this stage, in order to increase investment 
attractiveness and attract new technologies, the state's 

efforts in the development of physical infrastructure and 
the legal framework are necessary to ensure the further 
possibility of transition to a group of countries that are 
driven by innovation driven, to which the EU countries 
belong [4]. 

The World Economic Forum also separately calcu-
lates the Index of Human Capital, which characterizes 
the countries in terms of its formation and use. 
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According to this indicator, Ukraine is approaching 
the level of EU countries, which is reflected in the Hu-
man Capital Report [5] due to the historically deter-
mined high education level of the population and inhe- 
rited potential of scientific activity and contradicts the 
lowest gross domestic product per capita in the region. 
At the same time, as of 2015, the indicator of the effi- 

ciency of human capital utilization in Ukraine is the 
lowest, and is 0.59 (Fig. 3). 

The proposed indicator is calculated as the ratio of 
gross domestic product per capita to wages, and demon-
strates how many units of gross domestic product each 
unit costs the labor costs of human capital carriers. 

 

 
Fig. 3. The coefficient of efficiency of human capital operation in Ukraine  

and individual EU countries in 2015 [4] 
 

The lowest level of human capital efficiency in 
Ukraine undoubtedly serves as an argument in favor of 
a potential increase in productivity, and, with it, an in-
crease in household incomes. At the same time, the po-
tential of such a way of increasing competitiveness lies 
outside the scope of human capital management and is 
determined by the ability to massively attract investment 
in modernizing the economy as a whole. Examples of 
economic growth in the countries of Central, Eastern 
and Southern Europe confirm the possibility of achiev-
ing the intended effect within the framework of the 
stated proposals - a significant increase in the income of 
carriers of human potential, which results in the growth 
of the competitiveness of human capital of the national 
economy. The leading factor in this scenario is the avai- 
lability of technical and technological reserves for the 
growth of economic performance. 

Intellectual migration is an essential problem for 
globalization processes for Ukraine and its regions. In 
the context of the economic crisis that aggravated from 
2014, and the negative trends in the economy during 
2015, in the near future, an increase in the outflow of 
human capital from Ukraine to the EU should be ex-
pected due to certain political and economic reasons 
(Fig. 4). 

The economic crisis and the war have also led to a 
significant increase in the number of skilled professio- 
nals willing to work abroad. Thus, according to 
HeadHunter-Ukraine studies, in Ukraine 93% of office 

workers consider for themselves the possibility of mov-
ing abroad. As the main reason, 41% of them noted low 
wages; among other reasons - the desire to provide a de-
cent future for children, the lack of opportunities to be 
realized as a professional, a tense political situation in 
the country [6]. According to the State Statistics Com-
mittee, in 2015 the real gross domestic product con-
tracted by 9.9% compared with 2014, while the year be-
fore the fall was 6.6% [7, p. 1]. 

The fall of the UAH rate almost doubled inflation, 
its index amounted to 48.7% [16]. These data reflect the 
reality faced by the Ukrainian population. Purchasing 
opportunity falls: despite the growth of nominal wages 
in 2015 from 3 480 UAH up to 4 195 UAH the real sa- 
lary index was 79.8% [8]. The average monthly wage in 
the dollar equivalent was 192 dollars. The US ($ 100 
less than in 2014).  

The subsistence minimum for an able-bodied per-
son [9, p. 7] from May 1, 2016 is UAH 1 450. 58 dollars 
USA. It is practically impossible to live for such money. 
The reforms carried out by the Ukrainian government 
are too slow and ineffective. 

Thus, socio-economic problems against the back-
drop of a scintillating armed conflict that depletes the 
domestic economy and society do not allow people to 
form positive expectations about the future. This makes 
citizens not only think, but also really seek a better life 
abroad. 
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Fig. 4. Causes of human capital outflow from Ukraine to EU countries 

 
Close and prosperous Europe with high social 

standards of living and opportunities for cross-border 
migration attracts much more Ukrainians than highly 
developed but far-away USA, Canada, Australia, and 
others. Given the lack of data on labor migration from 
Ukraine to the EU since the beginning of the armed con-
flict in the East of Ukraine, it would be reasonable to 
assume that, as a result of the deteriorating economic 
situation in Ukraine, there was an increase in the extent 
of Ukrainian labor migration to the EU. 

In spite of all this, the state makes certain steps in 
the development of science, and thus creates conditions 
for the scientific elite to work in their own country. 
Thus, in 2015, a new law "On Scientific and Scientific-
Technical Activity" was adopted, within the framework 
of the EU initiative on research and innovation, Horizon 
2020, a commission was set up, one of the tasks of 
which was the development of recommendations for the 
improvement of scientific activity. 

Consequently, Ukraine should form a well-consid-
ered policy in the intellectual sphere in such a way that 
the knowledge, inventions and development of domestic 
scholars serve, first of all, the development of the eco- 
nomy of their country, and not to other states. This will 
be the best solution to minimize the negative impacts of 
skilled staff outflows and encouragement. 

To ensure the quality of human capital and boost 
investment in its development in Ukraine it is necessary: 
to promote the process of innovative development in  

educational institutions, supplemented by its introduc-
tion of innovative technologies in the field of higher  
education; provide training in accordance with the mo- 
dern requirements of employers for their mobility, the 
ability to generate new ideas and readiness to innovate 
within the strategic objectives of the enterprise; to intro-
duce incentives for individual investments in human 
capital by excluding from personal income tax funds the 
measures for the protection and strengthening of health, 
education for themselves and family members, pay-
ments to pension and health insurance funds; regulate 
labor supply on the labor market, provide professional 
training and quality improvement of the workforce in 
line with the structural changes taking place in the eco- 
nomy, improve the financial security of the employment 
policy; to develop the system of vocational training and 
retraining, to promote the latest knowledge in the scien-
tific, scientific and technological spheres; to consolidate 
in the Law of Ukraine "On Higher Education" the right 
of employees of higher educational establishments who 
are authors of intellectual property objects, on the part 
of employer's income from the commercial use of an ob-
ject. 

Conclusions. Therefore, effective economic deve- 
lopment of the state and regions in the conditions of 
globalization is impossible without improving the qua- 
lity of life and adequate financing of human develop-
ment, which is inextricably linked with the emergence 
of an innovative model of economic development, the 
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main objective of which is the recognition of human 
capital as a decisive factor in economic growth. 
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Смирнова І. І., Сімаков К. І. Розвиток люд- 

ського капіталу в Україні: глобальні впливи та  
тенденції 

Розглянуто проблеми розвитку людського капі-
талу та визначено передумов забезпечення його конку-
рентоспроможності в Україні. Досліджено позиції кра-
їни в індексі глобальної конкурентоспроможності та 
людського капіталу і його складових. Визначено, що 
показник ефективності експлуатації людського 
капіталу в Україні є найнижчим через відсутність си-
стеми комерціалізації технологій. З'ясовано причини 
відтоку людського капіталу з України до країн ЄС та 
запропоновано шляхи подолання еміграції. Доведено, 
що для забезпечення якості людського капіталу та ак-
тивізації інвестицій у його розвиток в Україні необ- 
хідно сприяти стимулюванню процесу інноваційного 
розвитку в навчальних закладах, доповнивши його 
впровадженням інноваційних технологій у галузі  
одержання вищої освіти; забезпечити підготовку кад-
рів відповідно до сучасних вимог роботодавців за їх-
ньою мобільністю, можливості генерувати нові ідеї та 
готовність до реалізації інновацій в рамках стратегіч-
них цілей підприємства. 

Ключові слова: людський капітал, глобалізація, 
еміграція, підготовка кадрів, модернізація економіки, 
інноваційний розвиток, конкурентоспроможність люд-
ського капіталу. 
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Смирнова И. И., Симаков К. И. Развитие чело-
веческого капитала в Украине: глобальные влия-
ния и тенденции 

Рассмотрены проблемы развития человеческого 
капитала и определены предпосылки обеспечения его 
конкурентоспособности в Украине. Исследованы по-
зиции страны в индексе глобальной конкурентоспо-
собности и человеческого капитала и его составляю-
щих. Определено, что показатель эффективности экс-
плуатации человеческого капитала в Украине является 
наиболее низким из-за отсутствия системы коммерци-
ализации технологий. Установлены причины оттока 
человеческого капитала из Украины в страны ЕС и 
предложены пути преодоления эмиграции. Доказано, 
что для обеспечения качества человеческого капитала 
и активизации инвестиций в его развитие в Украине, 
необходимо оказывать содействие стимулированию 
процесса инновационного развития в учебных заведе-
ниях, дополнив его внедрением инновационных техно-
логий в области получения высшего образования; 
обеспечить подготовку кадров согласно  современным 
требованиям работодателей по их мобильности, воз-
можности генерировать новые идеи и готовность к ре-
ализации инноваций в рамках стратегических целей 
предприятий. 

Ключевые слова: человеческий капитал, глобали-
зация, эмиграция, подготовка кадров, модернизация  
 
 
 
 

экономики, инновационное развитие, конкурентоспо-
собность человеческого капитала. 

 
Smirnova І., Simakov K. The development of hu-

man capital in Ukraine: global influences and tenden-
cies 

The problems of development of human capital are 
considered and the preconditions for ensuring its competi-
tiveness in Ukraine are determined. The position of the 
country in the index of global competitiveness and human 
capital and its components is investigated. It is determined 
that the indicator of efficiency of human capital exploita-
tion in Ukraine is the lowest because of the lack of a system 
of commercialization of technologies. The reasons for the 
outflow of human capital from Ukraine to the EU countries 
are determined and ways of overcoming the emigration are 
proposed. It is proved that in order to ensure the quality of 
human capital and intensify investment in its development 
in Ukraine it is necessary to promote the process of inno-
vation development in educational institutions, supple-
mented by its introduction of innovative technologies in the 
field of higher education; provide training in accordance 
with the modern requirements of employers for their mo-
bility, the ability to generate new ideas and readiness to in-
novate within the strategic objectives of the enterprise. 

Keywords: human capital, globalization, emigration, 
training, modernization of economy, innovation develop-
ment, competitiveness of human capital. 
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INITIAL PROVISIONS OF STATE REGULATION 

OF REGIONAL HUMAN DEVELOPMENT 
 

Relevance of research topic. Ukraine, the first of 
the states of Central and Eastern Europe, as well as 
among CIS countries, adopted the Concept of Human 
Development as an organic component of the Concept 
of Sustainable Development in the global and national 
dimension and as the basis for civilization progress. To 
implement the outline and principles of public-private 
partnership, it was proposed to develop National and 
Regional Human Development Programs. 

Actualization of the research topic in modern con-
ditions took place in the process of implementation of 
the Concept of reforming local self-government and ter-
ritorial organization of power through the creation of 
United Territorial Communities (UTCs) with the rights 
and responsibilities of cities of oblast significance. Ac-
cording to a new model for the formation of local bud- 
gets, starting from 2015, UTCs received directly sub-
ventions from the State Budget of Ukraine for education 
("Education Subvention"), health care ("Medical Sub-
vention"), and social protection of the population ("So-
cial Programs and Assistance "), As well as funds from 
the State Fund for Regional Development for the imple-
mentation of infrastructure projects in the socio-cultural 
sphere. 

In connection with this, some social uncertainty 
has arisen with the redistribution of powers (rights and 
responsibilities) between regional authorities of the le- 
gislative and executive authorities, and between them 
and the UTCs in the regulation of processes of regional 
human development. 

Proceeding from the necessity of institutionaliza-
tion of public administration by the national economy in 
the future, it was emphasized on the advanced develop-
ment of scientific and methodological support of strate-
gic planning for the formation of the National and Re-
gional programs of human development through the 
preparation and approval of the "Planned Code of 
Ukraine" (similar to the Budget Code of Ukraine). 

It is precisely in the context of the introduction of 
the Prediction-Programming-Budgeting system (PPB) 
at the oblast level by substantiating the leading elements 
and key components of the mechanism of state regula-
tion of regional human development and determining 
the state of their scientific and methodological support, 
and is devoted to this article. 

Problem statement and the purpose of research. 
As indicators of the definition of subprograms of the Na-
tional and Regional Human Development Programs, hu-
man development aspects were considered as organic 
components of their planning, financing and monitoring 
system in the state regulation of socio-economic deve- 
lopment of the regions. That is, in the past and now there 
is a need to increase the role of regional authorities in 
achieving the national targets of the Millennium Deve- 
lopment Goals (MDGs) for 2000-2015 and the Sustain-
able Development Goals (SDGs) for 2016-2030. 

Ensuring the coherence of planning, financing and 
monitoring of regional human development and national 
targets The MDGs and SDGs become a comprehensive 
indicator of the assessment of the effectiveness and ef-
ficiency of the state regional policy, which should be 
carried out by the regional authorities on the main com-
ponents of human development: state of health and de-
mographic situation, level education and the develop-
ment of the education system, the state of the labor mar-
ket and the level of well-being. 

Instead, studies that directly reveal the mechanism 
of state regulation of regional human development are 
practically absent. Only original searches that were pub-
lished in 2014 are available. In these articles, the authors 
proceeded from the global, national, and regional di-
mensions of life in Ukraine in substantiating the state 
governance mechanism "life in a new way" [1-2]. 

The latter should be based on the national system 
of values, oriented to the contemporary ideas about the 
directions of sustainable development of mankind – 
"Wisdom of Nature" in the unity of three components: 

International and Regional Economics 
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"Matrix of Nature", "Art of Life", "Development of Eco-
logical Communities". 

Therefore, the transition to the development of the 
National and Regional Human Development Programs 
envisages the justification for the redistribution of po- 
wers between the central and local authorities, while 
maintaining the territorial integrity of Ukraine as a uni-
tary state through the introduction of budgetary federa- 
lism. 

The concept of the reform of local self-government 
and territorial organization of power in Ukraine, which 
was approved by the Government Resolution of 
01.04.2014, provides for the preservation at the level of 
24 administrative regions of the Region State Admin-
istrations (RSA) with a simultaneous reduction of the 
number of administrative districts from 490 to 100, and 
the number of communities - up to 1,500 of 11520 units: 
458 local councils, 783 village councils, and 10279 vil-
lage councils [3]. 

According to the current legislation, the RSA is en-
dowed with a wide range of powers in the sphere of so-
cio-economic development: develops development pro-
grams; provides efficient use of natural, economic and 
financial resources; balances labor, material and finan-
cial and other resources, local building materials, fuel; 
determines the necessary level of service of the popula-
tion in accordance with the norms of minimum social 
needs; carries out the calculation of the funds and deter-
mines the amount of services necessary to ensure the 
minimum social needs provided by the legislation [4]. 

In today's conditions, objectively, there were addi-
tional needs for analytical substantiation: state standards 
for social services, and monitoring and evaluation of 
their quality; sectoral norms and standards of service 
provision, especially in the spheres of education, health 
care and social protection of the population; social 
norms for each of delegated state powers to local go- 
vernments in the calculation of the average administra-
tive-territorial unit in a descriptive and a value (min / 
max), taking into account their volumes and addition-
ally, the necessary financial resources [5]. 

It is also necessary to improve the methodological 
support formula calculation of subsidies, grants and 
transfers to local governments at the administrative re-
gion [6]. 

In this regard, the aim is disclosure of methodolo- 
gical guidelines and recommendations on the formation 
mechanism of state regulation of socio-economic and, 
above all, the regional human development in a decen-
tralization of power and implementation of good go- 
vernance. 

The mechanism of state regulation of regional hu-
man development at the level of the administrative area 
should be oriented, on the one hand, to ensure the finan-
cial needs of each community in accordance with its 
economic capacity with the mobilization of intra-re-
gional reserves, and on the other hand - to ensure social 

equality in obtaining constitutionally guaranteed by the 
state public services in each district. 

Presentation of the main research material. The 
Constitution of Ukraine defines our country as a sove- 
reign and independent, democratic, social, and law-go- 
verned state (Article 1). 

Man, her life and health, honor and dignity, invio-
lability and security are recognized in Ukraine as the 
highest social value. 

In the basic legal document of our state, it is em-
phasized that it is responsible to man for his activity, and 
the establishment and maintenance of human rights and 
freedoms is its main responsibility (Article 3) [7]. 

Systematization and generalization of conceptual 
provisions on state regulation of socio-economic pro-
cesses allows us to determine the following leading ele-
ments and key components of the mechanism of state 
regulation of regional human development (Fig. 1): 

1. Defining the goals of development, modeling,
forecasting and planning of regional human develop-
ment. 

1.1. Development of measures for the implementa-
tion of the State Strategy for Regional Development and 
Sustainable Development Programs. 

1.2. Localization of the tasks of the Programs and 
the National Action Plan for Sustainable Development 
and development of the National Human Development 
Program. 

1.3. Localization of the tasks of the Programs and 
the National Action Plan for Sustainable Development 
and development of the Regional Human Development 
Program. 

2. Funding tasks and activities of regional human
development. 

2.1. Co-financing of regional human development 
activities from state and local budgets and through pub-
lic-private partnerships. 

2.2. The budgeting of the tasks of the National and 
Regional Human Development Programs, including 
sectoral budget support of the EU and international tech-
nical assistance. 

2.3. Financing of infrastructure projects of United 
Territorial Communities from the State Fund for Re-
gional Development. 

3. Monitoring of regional human development.
3.1. Defining Strategic Indicators of the Millen-

nium Development Goals and the Sustainable Develop-
ment Goals of the State and Regions in Sustainable De-
velopment Programs. 

3.2. Monitoring and analysis of tasks and activities 
of the National and Regional Human Development Pro-
grams in the Sustainable Development Programs. 

3.3. Preparation of National Reports on Sustainable 
Development of Ukraine, National Reports on Human 
Development and annual regional bulletins "Regional 
Human Development". 
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National Action Plan for Sustainable 

Development and development of the Regional 
Human Development Program 

Co-financing of regional human development 
activities from state and local budgets and 

through public-private partnership 

Financing of infrastructure projects of United 
Territorial Communities from the State Fund for 

Regional Development 

Budgeting of the tasks of the National and 
Regional Human Development Programs, 
including EU sectoral budget support and 

international technical assistance 

Defining Strategic Indicators of the Millennium 
Development Goals and the Goals of Sustainable 

Development of the State and Regions in 
Sustainable Development Programs 

Preparation of National Reports on Sustainable 
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Human Development and annual regional 
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activities of the National and Regional Human 

Development Programs 
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At the level of administrative regions and adminis-
trative regions of Ukraine, state regulation of regional 
human development can be carried out by region and 
rayon state administrations, local governments, includ-
ing UTCs with the status of cities of region significance, 
territorial divisions of central executive authorities in 
the structure of the RSA, departments of education, De-
partment of Health, Departments of Social Protection of 
the Population. 

The development of the National and Regional Hu-
man Development Programs is preceded by the rationale 
and adoption at the national level of the State Strategy 
for Regional Development and the Sustainable Deve- 
lopment Program for the period until 2020 and by 2030, 
as well as the development of measures for their imple-
mentation at subnational (regional) and local levels. 

Scientific and practical solution of the problems of 
state regulation of human development in the regions of 
Ukraine at the national and territorial levels is recom-
mended as part of the Programs and Forecasts of socio-
economic development, state and local budgets, using 
the mechanism of public-private partnership. 

The functions and procedures for forecasting, plan-
ning and financing of the National and Regional Human 
Development Programs for 3, 5 and 10 years should be 
central among the Programs of Socio-Economic Deve- 
lopment and Budget Programs for the same periods at 
the national and territorial levels of state regulation of 
social and economic processes [8]. 

Indicators of the allocation of subprograms of Hu-
man Development Programs are appropriate to identify 
aspects of human development at the national and sub-
national (regional) levels, which are simultaneously fac-
tors in the formation of the volume and structure of re-
gional financial resources. 

Each aspect of human development will be 
matched by a separate set of defined indicators that form 
the system of relevant indicators for human develop-
ment of regions in specific subprograms of the National 
and Regional Human Development Programs [9]. 

National and Regional Human Development Pro-
grams should include: 

1. The main directions of human development in
the state for 10 years, which will be determined in the 
election programs and appeals to the Ukrainian people 
of candidates for the President of Ukraine and in the Ad-
dresses of the President of Ukraine to the Verkhovna 
Rada of Ukraine. 

2. State assessments, trends and results of monitor-
ing of the annual implementation of the National and 
Regional Human Development Programs that will be 
implemented by the Cabinet of Ministers of Ukraine. 

3. The objectives of human development in the
planning period (for 3 and 5 years) in the relevant sub-
programme, which are substantiated in the Program of 
activity of the Cabinet of Ministers of Ukraine and ap-
proved by the Verkhovna Rada of Ukraine. 

Defining goals and modeling the human develop-
ment of a specific region must be done by localizing the 
national targets for the achievement of the Millennium 
Development Goals (MDGs) and the Sustainable Deve- 
lopment Goals (SDGs). 

Forecasting and programming of regional human 
development, it is expedient to conduct 6 units of inte-
grated assessment of the Regional Human Development 
Index, which simultaneously determine the number of 
6 subprograms, according to monitoring indicators.  

Taking into account the considered provisions, the 
general scheme of the algorithm for functioning of the 
mechanism of state regulation of regional human deve- 
lopment is presented in Fig. 2. 

The proposed Algorithm includes straight lines 
(solid lines) and feedback (dashed lines) as between se- 
parate leading functions and procedures of state regula-
tion, as well as in general for all functions and proce-
dures of the full cycle of state regulation of regional hu-
man development, together with an assessment of its ef-
fectiveness and efficiency. . 

According to the Algorithm, direct links determine 
the relevant indicators and indicators, and, by feedback, 
their refinement due to detected deviations from the 
norms or threshold values of the stability of the para- 
meters of indicators of economic security. 

The transition to the development and implemen-
tation of the National and Regional Human Develop-
ment Programs requires the redistribution of powers 
from the central government to local authorities by ex-
tending their rights with the simultaneous increase of 
responsibility in ensuring sustainable socio-economic 
development of a specific region and the state as a 
whole. 

Today, in the estimation of the IRHD, human de-
velopment financing and monitoring are considered 
only in the justification of local budget expenditures on 
education, health care and social protection of the po- 
pulation, as well as in the context of subventions and 
transfers for various purposes from the state budget. 

Determining authorities of different levels of go- 
vernment in the process of decentralization should in-
clude an extension of the list of aspects of human deve- 
lopment, the financing of which is expedient to imple-
ment from the local budgets of administrative regions, 
districts and cities, villages and settlements. 

Each authority should be able to finance those 
components of human development, the functioning and 
development of which each of them has the greatest in-
fluence. 

In the budget system of Ukraine, as a unitary state, 
during the years of independence, preconditions have 
been created to optimize the combination of fiscal cen-
tralism with fiscal federalism on the principles of social 
partnership and social responsibility. 
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Fig. 2. Algorithm of functioning of the mechanism of state regulation of regional human development 
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Thus, in today's conditions, the unitarity of the state 
and the existing administrative-territorial structure of 
the expansion of the financial autonomy of local autho- 
rities in regional human development can be ensured on 
the basis of defining the limits of budget federalism in 
their organic combination with the possibilities of bud- 
getary centralism. 

The development of Regional Human Develop-
ment Programs as part of the Forecasts and Programs of 
Socio-Economic Development of Regions is expedient 
to carry out within the limits of own and attracted finan-
cial resources, the volumes and structures of which 
should suffice for simple regional reproduction, first of 
all, human potential. 

Enhanced regional reproduction of human poten-
tial (extensive or intensive) should be achieved through 
social transfers from the state budget – grants and sub-
sidies to ensure the achievement of common standards 
for the quality of life of the population of the state in its 
various regions. 

The financial autonomy of local authorities should 
be regulated by the existing communal ownership of 
land, forests and other natural resources, as well as 
measures to strengthen the revenue base of local budgets 
and improve the inter-state relations of the state, admi- 
nistrative region, district, city, united territorial commu-
nity. 

Cost estimates for territorial reproduction pro-
cesses are defined by the so-called regional finances as 
the part of national finance, whose economic cycle en-
sures the organic unity of the value and the natural form 
of the regional gross output of final products and ser-
vices in creating the gross value added of the region. 

That is, regional finances are a result of the inter-
action of general economic, branch, territorial and indi-
vidual reproductive processes in the formation of the 
gross domestic product of the national economy and the 
gross value added of the region. 

The completeness of territorial reproduction pro-
cesses takes place within such boundaries of the territory 
where, according to the objective distribution and co- 
operation of social labor, there are opportunities for the 
creation of final products and services with a closed pro-
duction and technological cycle. 

The signs of completeness of territorial reproduc-
tion cycles are the phases of production, distribution, ex-
change and consumption of goods and services in the 
territory. 

Formation of regional finances is proposed to be 
carried out in accordance with the principle of auto- 
nomy, which characterizes the level of completeness of 
the economic cycle of territorial reproduction processes, 
and according to the principle of compatibility, which 
reflects the depth of interaction of nation-wide repro-
duction processes with territorial. 

The use of the autonomy principle, which reveals 
the limits of fiscal federalism, and the principle of com- 

patibility, which characterizes the level of budgetary 
centralism, in the formation of regional finances pro-
vides justification for the financial autonomy of local 
self-government and territorial organization and the 
depth of intergovernmental relations at the adjacent le- 
vels of government by the national economy. 

The achievement of the coherence of the evolutio- 
nary processes of functioning, improvement and deve- 
lopment of budgetary centralism and fiscal federalism 
will be facilitated by the use of the reference proportions 
of the "Golden Section" in the structure of financial sup-
port by means of state and local budgets of synchroni-
zation in time of national and territorial reproduction 
processes [6]. 

The standard proportions or reference ratios of the 
"Golden Section" (62% and 38%) must be respected in 
the structure of the total amount of state and local bud- 
gets (100%), which harmonizes the social and economic 
interests of the adjacent levels and scale. 

The proportions of the "Golden Section" in finan- 
cing human development determine the limits, on the 
one hand, of budgetary centralism – the ratio of the vo- 
lume of funds of the state budget and local budgets at 
the oblast level to the volume of budget funds of local 
self-government, and, on the other hand, the budget fe- 
deralism – the ratio of funds local budgets at the regional 
(oblast) level, along with local government funds to the 
state budget. 

As a result of observance of these reference ratios, 
the funds of the state and local budgets in financing hu-
man development (68% – the main value, 38% – addi-
tional value), the common boundaries of budgetary cen-
tralism and budgetary federalism for public dialogue 
will make up 24% of their total volume. 

The mechanism of state management of human de-
velopment at the national and regional levels, which will 
be constructed using the standard proportions of the 
"Golden Section", will become a generator for improv-
ing the level and quality of life of the Ukrainian people 
in a unitary state. This is his planetary mission. 

Implementation of the theory and practice of public 
administration of the economic category "regional fi-
nances" will help, firstly, to establish causal relation-
ships between reproductive processes of different scales 
of the national economy; secondly, to assess the level of 
their interdependence and, thirdly, to substantiate the 
depth of their interaction with simple and extended re-
gional reproduction. 

Ultimately, this will be done by making sound cal-
culations of gross value added (GVA) of regions and 
gross domestic product (GDP) at the national level. In 
the system of national accounts, GDP is equal to the to-
tal sum of the regions' GVA, taking into account the ba- 
lance of indirect taxes and subsidies. 

Achievement of the intensive type of regional ex-
tension (increasing the region's airspace by increasing 
the efficiency of using existing potential or by increa- 



V. Stolyarov, O. Shynkaryuk, V. Stolyarova 

63 
Економічний вісник Донбасу № 4(54), 2018 

sing the factors of economic growth while improving 
the efficiency of their use) will help to save social trans-
fers from the state budget. The part of this savings (up 
to 50%) is expedient to send to the payment of supple-
ments or bonuses to employees of executive bodies of 
local authorities. 

The second part of saving social transfers from the 
state or regional budget (up to 50%) should be the source 
of the formation of regional financial resources. 

Such a methodological approach to the formation 
of regional finances will help to avoid cross-subsidiza-
tion and subsidized subsidies and subsidies, and to direct 
local and central executive authorities to search and mo-
bilize domestic reserves and new areas of self-develop-
ment, to initiate measures to ensure sustainable and ba- 
lanced socio-economic development of regions. 

That is, if the priority tasks of socio-economic de-
velopment of regions, districts, cities, villages and set-
tlements, as well as UTCs will be grounded in accor- 
dance with the Human Development Programs of the re-
gion, then the sources of local finance formation should 
be determined in accordance with the powers of local 
authorities in ensuring the economic circulation of terri-
torial reproductive processes. 

Indicators of financing the human development of 
the region (per 100 thousand population) will be the sum 
of expenditures of local budgets for each component of 
territorial reproduction processes. 

In today's conditions of decentralization of power 
objectively there is no financial and material basis for 
ensuring reproduction of communication facilities, tele-
communications and information, as well as reproduc-
tion of production and road transport infrastructure at 
the level of administrative areas. 

Therefore, it is expedient to co-finance these terri-
torial reproduction processes at the expense of the local 
and state budget of Ukraine, funds of the State Fund for 
Regional Development. 

Monitoring of regional human development pro-
cesses controls the degree of achievement of the MDGs 
and analyzes the implementation of the tasks of their 
support in order to clarify and correct the appropriate 
measures. 

The results of the monitoring and analysis of the 
implementation of the tasks of the National and Re-
gional Human Development Programs and the Pro-
grams of Sustainable Development of the administrative 
regions for the period of 2020 and 2030 should be taken 
into account when drafting annual programs of sustain-
able socio-economic development and projects of local 
budgets: regional, united territorial communities. 

Particular attention should be paid to indicators of 
achieving goals and objectives through the implementa-
tion of National and Regional projects in the process of 
implementing state target, sectoral and budget programs 
with an assessment of the possibilities of their achieve- 

ment in the next planning period, or through the replace-
ment of completed projects with new ones. 

Therefore, it is proposed to monitor the IRHD in 
accordance with the logical scheme for assessing the ef-
fectiveness and efficiency of the mechanism of state re- 
gulation of regional human development (Fig. 3). 

In the mechanism of state regulation of regional 
human development, monitoring of IRHD should in-
clude such a system of indicators of its measurement us-
ing the original data of national statistics, which in the 
relevant processes and procedures for the harmonization 
of their numerical values allowed: 

– to carry out direct and feedback links: manage-
ment bodies with the subjects of management, between 
the controlling and subordinated subsystems; 

– monitor the implementation of appropriate 
measures, their revision; 

– to conduct a comparative analysis of the charac-
teristics of the regions; 

– to identify reserves of human capital develop-
ment on an innovative basis. 

Thus, in the mechanism of state regulation of re-
gional human development monitoring is subject to: 

– first, the level and dynamics of the components 
of the Index Regional Human Development; 

– secondly, strategic indicators and the state of 
achievement of the national targets of the Millennium 
Development Goals for the period until 2015; 

– thirdly, the strategic indicators and the state of 
achievement of the national targets of the Sustainable 
Development Goals for the period up to 2030. 

Conclusions. Monitoring regional human develop-
ment as an organic component of the state regulation 
mechanism should include such a system of indicators 
of its measurement according to national statistics and 
the order of its implementation, which would allow to 
evaluate not only the dynamics of quantitative values of 
indicators and changes in their structure, but also to 
monitor the implementation appropriate measures and 
their updating in scale and in real time [10-11]. 

Due to institutionalization, the Algorithm (Fig. 2) 
and Logical Scheme (Fig. 3) can be used as reference 
samples for assessing the quality of the development of 
the National Strategies for Regional Development for 
the period up to 2015 and 2020 and the Regional Deve- 
lopment Strategies for the period up to 2020, as well as 
the Action Plans for 2015-2017 and for 2018-2020 from 
their implementation. 

Such assessments require the availability of: 
1. Strategic goals for the development of the region 

from 2010 for the periods up to 2015, 2020, 2030 [12]. 
2. Operational objectives for the development of 

regions as organic components of the Regional Deve- 
lopment Strategies for the period up to 2015 and 2020. 

3. Compliance of strategic and operational goals of 
regional development with localized tasks and strategic 
indicators of the MDGs and SDGs. 



V. Stolyarov, O. Shynkaryuk, V. Stolyarova 

64 
Економічний вісник Донбасу № 4(54), 2018 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Direct connection 
Feedback 

 

Fig. 3. Logical scheme of evaluation of the effectiveness and efficiency 
of the mechanism of state regulation of regional human development 

Compliance of the Programs of Sustain-
able Development of the Regions (by 

structure and content) with the require-
ments and criteria for achieving a ba- 

lanced ecological, social and economic 
development 

 

EVALUATION OF LEVEL AND DYNAMICS OF COMPOSITION AND  
IN A SPECIFIC INTEGRAL INDEX OF REGIONAL HUMAN DEVELOPMENT 

Procedures for assessing  
the effectiveness of regulation 

Procedures for assessing  
the effectiveness of regulation 

Correspondence of the implementa-
tion of the Strategic goals of the re-

gion's development since 2010 MDGs 
2015 and the SDGs until 2020 and 

2030 

Matching events annually 
Plans of Sustainable Socio-Economic 
Development of the Region for Ope- 

rational Goals. Regional  
Development Strategies 

 

Localization of national targets, tasks 
and indicators at the sub-national  

(regional) level 

Achievement of coherence of indica-
tors of regional human development 
with the goals, objectives and indica-
tors of national MDGs by 2015 and 

the SDGs until 2020 and 2030 

 

Making changes to regional targeted 
and integrated programs through the 
implementation of MDGs targets and 

indicators by 2015 
and the SDGs until 2020 and 2030 

 
Ensuring ecological, social and eco-
nomic security of regions in extreme 

critical values catastrophic  
phenomena 

 
EVALUATION OF RESULTITY AND EFFICIENCY OF MECHANISM  

OF STATE REGISTRATION OF REGIONAL HUMAN DEVELOPMENT 

 

Conformity of strategic indicators to 
state social standards and guarantees, 

as well as EU standards 



V. Stolyarov, O. Shynkaryuk, V. Stolyarova 

65 
Економічний вісник Донбасу № 4(54), 2018 

4. National social standards, state guarantees and 
standards of the EU member states of the strategic indi-
cators of regional development on the basis of: "by re-
gion", "by type of area" (rural / urban). 

5. Requirements, criteria and methods of achieving 
the balance of ecological, social and economic develop-
ment. 

Under the current conditions of development and 
adoption of the Regional State Council and Regional 
Councils, the Action Plans for 2018-2020 on the imple-
mentation of the Regional Strategies of the administra-
tive regions for the period up to 2020, the priority com-
ponents of the monitoring of regional human develop-
ment should be: 

– assessment and analysis of the state of implemen-
tation of localized national targets of the Millennium 
Development Goals for the period until 2015 and, if ne- 
cessary, development of measures to complete their 
achievement in 2018-2020; 

– definition and disaggregation of strategic indica-
tors for national targets for Sustainable Development 
Goals for the period up to 2020; 

– forecast calculations of 33 indicators of human 
development for 6th units with the definition of dyna- 
mics of indicators-disintegrants for the development of 
appropriate measures to neutralize their negative impact 
or changes in the positive dynamics for each administra-
tive region for the period up to 2020; 

– definition and localization at the level of admi- 
nistrative areas of the strategic indicators of the national 
tasks of the Sustainable Development Goals for the pe-
riod up to 2030; 

– ensuring statistical and methodological cohe- 
rence of strategic indicators 7 Millennium Development 
Goals (2000-2015) with strategic indicators 17 Sustain-
able Development Goals (2016-2030); 

– conducting analytical assessments of the dyna- 
mics of the key indicators of the achievement of the 
Goal "Human Capital Development" of the Medium-
Term Plan for Priority Actions of the Government by 
2020: not exceeding 15% of the Poverty (OECD); de-
crease by 10% of the mortality rate; entering the Index 
of Human Development to the top 50 countries. 
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В. В. Вихідні положення державного регулювання 
регіонального людського розвитку 

У статті розкрито вихідні положення державного 
регулювання регіонального людського розвитку. Наве-
дено логічну схему формування механізму та алгоритм 
його функціонування.  

Наголошено на необхідності оцінки результатив-
ності і ефективності механізму державного регулю-
вання регіонального людського розвитку за результа-
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В статье раскрыты исходные положения государ-
ственного регулирования регионального человече-
ского развития. Представлены логическая схема фор-
мирования механизма и алгоритм его функционирова-
ния. 

Акцентировано на необходимости оценки резуль-
тативности  и эффективности механизма государствен-
ного регулирования регионального человеческого раз-
вития по результатам оценки составляющих и в целом 
Индекса регионального человеческого развития. 

Ключевые слова: механизм государственного ре-
гулирования; региональное человеческое развитие; 
планирование, финансирование и мониторинг регио-
нального человеческого развития. 

 
Stolyarov V., Shynkaryuk O., Stolyarova V. Initial 

provisions of state regulation of regional human devel-
opment 

The article reveals the leading elements of the state 
regulation of regional human development. The logical 
scheme of formation of the mechanism and algorithm of its 
functioning is given.  
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METHODOLOGICAL FRAMEWORKS FOR STRATEGIC PLANNING 
OF SOCIO-ECONOMIC DEVELOPMENT AT THE REGIONAL LEVEL 

 
Problem Statement. Strategic planning is an im-

portant method of managing territory development un-
der dynamic changes in the external and internal envi-
ronments. The problems of strategic planning of re-
gional development in Ukraine in the context of the de-
centralization of power and the reform of public admin-
istration have currently become topical. Being ex-
tremely important and difficult to implement, this re-
form necessitates the improvement and development of 
strategic planning methodology and tools both at na-
tional and local levels. Uncertainty in some issues re-
lated to the organization of this process requires further 
studies in this field. 

Overview of the latest research. The methodologi-
cal bases and legal regulatory framework for strategic 
planning are disclosed both in scientists’ studies and in 
the works and documents by Ukrainian and international 
experts. In the theory of strategic planning essential 
characteristics and tools for implementing this process 
are determined at different levels: national, separate ter-
ritorial administrative units, enterprises. Taking into ac-
count the urgency of this issue for development in ge- 
neral, many scientists have devoted their works to stu- 
dying the aspects of strategic planning and developing 
ways to implement it. Among the latest publications on 
the issues of this research, note should be made of the 
monographs by V. Vartsaba, I. Zablodska, N. Smentina 
[1-3] and scientific articles by O. Shevchenko [4],  
S. Ivanov [13], O. Amosha [14], V. Lyashenko [11],  
D. Zub, O. Vatchenko, N. Fediai, A. Chernykhivska,  
G. Kish [5-9]. International experience and practical ba-
ses for strategic planning of regional development are 
presented in the latest publications of the United Nations 
Development Programme, as well as those issued by the 
experts of international projects and programs to pro-
mote local development in Ukraine. Despite systematic 
improving of the theoretical foundations by Ukrainian 
scientists and international organizations' experts, work-
ing out regional development strategies and plans for 
their implementation requires additional substantiation 
and detailing. 

The purpose of the article is to formulate theoreti-
cal and methodological foundation of strategic planning 
for regional development on the basis of analysis and 

theoretical generalization of methodological tools on the 
research issue, development practices and the content of 
regional development strategies in Ukraine. 

Presentation of basic material of the research. In 
scientific works by Ukrainian and foreign researchers 
the definition of the concept of "strategic planning" has 
different formulations [2, 3]. By strategic planning of 
regional development we mean a constant step-by-step 
process of determining the current state and develop-
ment trends of an object; the desired state, conditions 
and quality of development; directions and ways to 
achieve the desired state; responsible executors and ne- 
cessary economic resources; monitoring the implemen-
tation of strategic and operational goals and, basing on 
its results, making changes in the Regional Develop-
ment Strategy.  

Strategic planning has the following characteristic 
features: 

– orientation towards a medium and long term (for 
a period of more than a year) perspective; 

– focus on the solution of key goals that are diffe- 
rent for the planned system, but on which its survival 
and socio-economic progress depend; 

– organic connection between the outlined objec-
tives and the level and structure of the resources re-
quired to achieve them, both existing and those that will 
be created in the planned future; 

– account for the effect on the planned object of 
numerous external factors that have a positive or nega-
tive influence on it and the development of measures 
that maximally weaken their negative influence or neu-
tralize their effect or that use the positive influence of 
these factors for the successful accomplishment of stra-
tegic tasks of the planned system; adaptive type, i.e the 
ability to foresee changes in the external and internal en-
vironments of the planned object and adapt its function-
ing process to them. 

Strategic planning, which is seen as a process of 
practical activity of the relevant management entities, 
has its content, which reflects its essence, displaying of 
the essence and procedures for working out strategic 
forecasts, draft strategic programs and plans. 

The content of strategic planning is revealed by its 
practices. The key strategic planning practices in  
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macroeconomics are: strategic forecasting (strategic 
forecasts), strategic programming (draft strategic pro-
grams); strategic drafting (drafts of strategic plans for 
various levels of the national economy). 

Strategic planning replaced long-term planning. 
And this is correct regarding the time factor, since stra-
tegic planning is a common result of the development of 
the theory and practice of planning on the basis of the 
targeted-programme approach.  

There are various forms of planning. They are de-
termined by multi-levelness and multi-aspectness of 
management. In particular, the following forms are dis-
tinguished: 

– sectoral, regional, social, sci-tech, environmen-
tal, financial and other aspects of planning;  

– depending on the levels of planning: interstate, 
national, regional, the level of economic entities (com-
mercial and other market organizations), their business 
associations;  

– depending on the planning time-frame: long-
term, medium-term, short-term; 

– depending on the range of problems being ad-
dressed: strategic and tactical planning. 

The subject for the strategic planning science is 
studying the possibilities of its usage in practical activi-
ties while making strategic forecasts, drafting programs 
and plans, objective laws that determine the develop-
ment of a market economy, working out and improving 
the methodologies and techniques for solving various 
problems of strategic planning, and organizing its im-
plementation in action.   

The object of strategic planning is the activity of 
business entities, structural elements of the national 
economy, the whole national economy of a country from 
the perspective of its future economic state in the short 
and long-term time-frames. 

In the theory of strategic planning, there are three 
extremely important aspects. The first is socio-eco-
nomic one. It consists in studying specific laws that de-
termine the development of socio-economic processes. 
The knowledge of these regularities and the quantitative 
relations that are inherent to them provides the basis for 
the scientific justification of strategic forecasts, draft 
programs and plans of all levels and time-frames. 

The second aspect is the methodology of strategic 
planning. It is the tool of being aware of socio-economic 
processes and the application of the acquired knowledge 
in the process of government regulation, as well as plan-
ning the activities of business entities. To make all this 
possible and efficient, it is essential to have a clear idea 
of the nature and laws of development of the strategic 
planning object – the national economy as a whole, its 
individual subsystems and commercial organizations – 
as well as to be aware of all procedures of planned work; 
to improve logic, methodological approaches, the sys-
tem of methods for solving problems of strategic plan- 
ning and to be able to use practically the entire 
knowledge system of this science.  

The third aspect of the strategic planning science is 
organizational one. It covers a set of issues related to 
setting the range of tasks to be performed by the system 
of bodies that participated in the strategic planning pro-
cess, determining their functions, organizing their work, 
and giving a particular organizational form to the final 
outcomes of strategic planning.  

The content of strategic planning lies in the syste- 
matic organization of regulation of a national economy 
development, its individual subsystems, planning of 
commercial structures' activities. 

The science of strategic planning is closely con-
nected with administrative sciences and, above all, with 
management, economic theory, philosophy, sociology, 
financial and political sciences. Conclusions, factual 
data and research methods applied in functional sciences 
and sectoral economies, first of all, such as statistics, 
business analysis and audit, accounting, etc. are used in 
the process of strategic planning of economic and social 
development. The science of strategic planning is based 
on mathematics, technical and natural sciences.  

Methodological approaches are beginning to gain 
importance in the system of strategic planning, in the 
process of developing forecasts, strategic programs and 
plans. The methodological approach is understood as a 
consistent holistic orientation of the use of logic, prin- 
ciples and methods of strategic planning in the course of 
working out forecasts, drafting of strategic programs 
and plans at all levels and in all time-frames. 

We can talk about regional planning being actually 
put in practice. 

The main objectives of regional planning consist in 
providing the optimal development of regions’ economy 
in the whole economic complex of the country; ensuring 
the improvement and specialization of territories; estab-
lishing optimal proportions; effective use of labor and 
natural resources and production capacities; streamlin-
ing of the productive forces allocation. Strategic plan-
ning of regional development includes the following 
stages:  

– working out the concept of regional develop-
ment; 

– substantiating important proportions; 
– forming the system of purpose-oriented pro-

grammes. 
The main goal of the strategy of socio-economic 

development of a region is to focus on activities aimed 
at stabilizing and improving the population’s quality of 
life on the basis of increasing economic efficiency and 
ensuring additional budget revenues of all levels via ac-
tivation of innovative and investment processes.  

The strategy of socio-economic development of a 
region determines the content of the main activities of 
local government institutions: 

1. Management of the socio-economic develop-
ment; 

2. Budgeting and finance management; 
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3. Management of the economy and entrepreneur-
ship; 

4. Property and land management; 
5. Management of foreign economic activities; 
6. Environmental protection. 
The concept of a region's socio-economic develop-

ment is a purposeful comprehensive document that in-
cludes the system of the most important policies for the 
region's development from the strategic perspective ba- 
sing on the necessary and sufficient economic indepen- 
dence (strategic priorities, goals, proportions and me- 
chanisms). 

The structure of a region's development concept 
should contain the following constituent parts: 

1. Social, environmental, structural, agricultural 
policies; 

2. Regional research and innovation policy, poli-
cies for developing important specialization complexes 
and productive forces, policies for developing the re- 
settlement system, labor resource training and employ-
ment; 

3. Policies for developing industrial infrastruc-
ture, market infrastructure, investment and foreign 
economy; 

4. Antimonopoly, fiscal and taxation, regional 
credit policies and development of banking system; 

5. Policies for developing property relations. 
Thus, the concept of regional development outlines 

important structural changes in the processes of socio-
economic development in the form of important priori-
ties and goals as well as ensures their implementation 
via economic, legal and institutional mechanisms. A 
strategic integrated socio-economic development pro-
gram, which includes a system of interrelated target pro-
grams, is worked out on the basis of the region’s con-
cept. The process of forming a strategy for socio-eco-
nomic development of regions is one of the most im-
portant activity areas of executive and legislative  
authorities at all levels of power. 

An important component of the mechanism of state 
regional economic policy is forecasting as a link bet-
ween theoretical developments and business practices. 

Forecast is a scientifically based overview of the 
prospects for the development of a certain socio-eco-
nomic process or phenomenon, as well as all possible 
ways and means to achieve the goals. Although working 
it out is based on a system of quantitative and qualitative 
indicators, it has a probabilistic character. The overall 
goal of the forecast of regional socio-economic deve- 
lopment is to ensure informational objectivity in ma- 
nagement decision-making concerning the best ways to 
develop a regional economy in the future. 

Over the past 30-40 years regional forecasting has 
reached an incredible scale. Regional development fore- 
casts and programs are worked out at national (within a 
country) and international levels involving the indu- 

cement foreign capital (SEZ, Euroregions etc). At the 
macro level forecasts are developed for the country as a 
whole. They can be sectoral, problematic and complex. 

In conformity with the Law of Ukraine "About the 
State Forecasting and Development of Programs of Eco-
nomic and Social Development of Ukraine" (2000), 
forecasts of socio-economic development for a period of 
5 years and an economic and social development pro-
gram for a period of 1 year are to be worked out in all 
administrative-territorial units [10]. 

The forecast of the region’s socio-economic deve- 
lopment displays:  

1. Analysis and assessment of the region’s socio-
economic development during the previous period, 
identifying the trends and problems of economy and so-
cial sector development.  

2. State of using the region’s economic potential, 
environmental situation.  

3. Forecast of the local market environment for the 
main types of goods and services. 

4. Approaches to solving the problems of the re-
gion's socio-economic development. 

5. Goals and priorities of regional development, 
measures to achieve them. 

6. Main socio-economic development indicators. 
7. Conclusions about the development trends of the 

region's economy for the medium-term period. 
The basis for forecasting the region's socio-eco-

nomic development is provided by the system of the 
achieved macroeconomic indicators, government social 
standards and population security standards, national 
and ethnic characteristics of the region, the indicators of 
social infrastructure development, opportunities for po-
tential investors and the region's investment appeal. 

Regional forecasting is based on the following 
principles: 

– consistency and multivariance of strategic and 
tactical tasks; 

– unity of quantitative and qualitative characteris-
tics of the forecast; 

– the best possible combination of different ap-
proaches and methods, hierarchy and programmability 
while choosing specific means for solving social and 
economic issues; 

– aggregation of the main regional forecast indica-
tors depending on the forecast period, the sequence of 
possible stages for achieving of certain goals. 

Development the system for forecasting the deve- 
lopment of the regions' economy has a number of stages 
(Table 1). 

The development of regions should be carried out 
within the framework of a unified system of strategic 
planning for the country's socio-economic development, 
which provides for the implementation of concerted ef-
forts of state administrative bodies, regional government 
bodies and local self-government bodies. 
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Table 1 
Algorithm for forecasting socio-economic development 

STAGES ACTIONS 

In the first 
stage 

A comprehensive analysis and systematization of regional and interregional development issues 
are carried out: raising the population’s standard of living, reducing unemployment and ensuring 
workplaces for the population; environmental problems; enhancing the export capacity of regions; 
improving  territorial specialization. 

In the sec-
ond stage 

A 'tree of objectives' based on clear ranking of objectives in accordance with the priorities for 
regional development and available financial resources is built. Partial goals are brought out of the 
most general ones. This "tree of objectives" ensures the interrelation of the system of goals at 
different levels of management in terms of their significance and priority. 

In the third 
stage 

Restrictions and criteria which determine the limits of acceptable solutions and means for achiev-
ing the set objectives are formulated. First of all, goals and projects that don't require significant 
capital investments are carried out. 

In the 
fourth stage 

Possible scenarios for the pace of developments in the future depending on the chosen ways of 
solving regional problems are worked out. A scenario is a general model that describes not only 
the intended outcomes of certain transformations, but also determines the necessary resources for 
achieving them. 

 
For enhancing the implementation of strategic pri-

orities, developing and introducing of a strategy for so-
cio-economic development, a scientifically based or-
ganizational mechanism, which would contain the pro-
cedure for developing a strategy and disclose the organ-
izational and institutional components of the process of 
strategic planning and implementation of the strategy, is 
needed. 

In general, strategic planning includes analysing 
the current state of the object for which a strategic plan 
is being developed, formulating strategic objectives and 
defining tasks, developing a strategy, implementing it, 
monitoring the implementation of the strategy, deter-
mining the compliance of the strategy results with the 
goals and objectives of strategy adjustment. 

Following this algorithm, the development of a 
strategy for a region's socio-economic development 
should be started with the analysis and evaluation of its 
current socio-economic development, on the basis of 
which the state and the trend of the macroeconomic si- 
tuation should be identified, the natural-resource, eco-
nomic and labor capacity and the effectiveness of their 
use should be assessed. Based on the results of these 
studies, information support for a region's development 
strategic planning should be formed, which will provide 
the basis for determining the priorities of its further so-
cio-economic development. 

If we take into account the fact that a strategic plan 
for a region’s socio-economic development is a docu-
ment that suggests setting the objectives for the region's 
development, identifying ways to achieve these objec-
tives, analyzing the potential opportunities, pursuing 
which will lead to success, developing methods for or-
ganizing development in the selected directions, provi- 
ding the rationale for ultimate ways to use the resources, 
and this document also allows the region’s administra-
tive bodies and local communities to act together, then 
the result should be the strategy for the region’s socio-

economic development  as a course of action, a set of 
tools and methods that will help to solve the set tasks. 

Therefore, working out of the strategy for the re-
gion's socio-economic development is preceded by stra-
tegic planning. 

On the basis of certain strategic planning priorities, 
the goals and objectives of the region's socio-economic 
development are determined. 

The framework of the regulatory and legal support 
for strategic planning of a region’s socio-economic de-
velopment is provided by the Constitution of Ukraine, 
the Laws of Ukraine "On Local Self-Government in 
Ukraine"; "On Local State Administrations", "About the 
General Scheme of Planning of the Territory of 
Ukraine", " On Stimulation Regions Development, "On 
the State Program for the Economic and Social Deve- 
lopment of Ukraine for 2010" etc., Budget Code, Tax 
Code of Ukraine, Resolutions of the Cabinet of Minis-
ters of Ukraine. 

Conclusions and Directions for Further Re-
search. The quality of strategic planning of a region’s 
socio-economic development will largely depend on the 
scientific and methodological support of this process. 
To ensure the strategic planning feasibility and to 
achieve of cumulative positive effect as a result of the 
implementation of the developed strategy it is necessary 
to unite the efforts of managerial administrative, finan-
cial, industrial, scientific and technical spheres, to in-
volve to the full and optimize natural, human, scientific, 
technological and innovative capacities of the region, to 
develop scientific and information resources, as well as 
to study and introduce the world and domestic experi-
ence of the strategic planning for regional development. 

The main tasks and priorities of regional develop-
ment at the present stage are to overcome the crisis phe-
nomena in the social and economic sectors and to acce- 
lerate the pace of economic recovery. 
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Гордієнко В. В., Калашникова Т. С. Методичні 

засади стратегічного планування соціально-еконо-
мічного розвитку на регіональному рівні 

У статті узагальнено науково-методичні засади 
стратегічного планування соціально-економічного  
розвитку на регіональному рівні. Визначена основна 
мета стратегічного планування регіонального роз- 
витку. Розглянуто основні етапи розробки системи 
прогнозів розвитку економіки регіонів. Проаналізо-
вано процесс розробки стратегічного плану соціально-
економічного розвитку регіону. Розглянуто фактори, 
які впливають на процес розробки стратегії. 

Ключові слова: регіон, розвиток, стратегічне пла-
нування, стратегія, територія. 

 

Гордиенко В. В., Калашникова Т. С. Методиче-
ские основы стратегического планирования соци-
ально-экономического развития на региональном 
уровне 

В статье обобщены научно-методические основы 
стратегического планирования социально-экономиче-
ского развития на региональном уровне. Указана ос-
новная цель стратегического планирования региональ-
ного развития. Рассмотрены основные этапы разра-
ботки системы прогнозов развития экономики регио-
нов. Проанализирован процесс разработки стратегиче-
ского плана социально-экономического развития реги-
она. Рассмотрены факторы, влияющие на процесс раз-
работки стратегии.  

Ключевые слова: регион, развитие, стратегиче-
ское планирование, стратегия, территория. 

 
Hordiienko V., Kalashnykova Т. Methodological 

frameworks for strategic planning of socio-economic 
development at the regional level  

The article summarizes the scientific and methodo-
logical foundations of strategic planning of socio-eco-
nomic development at the regional level. The main objec-
tive of strategic planning of regional development is spe- 
cified. The main stages of working out the forecast system 
for the development of the economy of the regions are con-
sidered. The process of developing a strategic plan for the 
region’s socio-economic development is analyzed. The 
factors influencing the process of strategy development are 
considered. 

Keywords: region, development, strategic planning, 
strategy, territory.  
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MAIN TENDENCIES OF THE GLOBAL PHARMACEUTICAL MARKET 

 
The pharmaceutical market is a dynamically deve- 

loping sector of the global economy. This is due to the 
growing market capacity of drugs in the world and the 
rapid expansion of the range of drugs. Therefore, despite 
the general downturn in the global economy of recent 
years, the pharmaceutical market continues to grow. The 
study of the pharmaceutical market is relevant since its 
capacity is increasing every year due to the fact that the 
demand for drugs is increasing, especially in developed 
countries because the aging population in these coun-
tries is increasing. According to the United Nations fore-
cast, by 2050, the world's population at the age over 60 
years will reach 2.09 billion people. And the projected 
life expectancy will be 82 years by 2050, which will lead 
to an increase in the usage of drugs. Also, the pharma-
ceutical market is increasing due to the emerging econ-
omies of countries such as Latin America, Asia, Qatar, 
Bahrain, Kuwait, the United Arab Emirates and others. 
According to IMS Health, the capacity of the pharma-
ceutical market has increased by 2-6% per year in the 
period between 2013-2017 by $205– 235 billion. Also, 
the number of the world's leading pharmaceutical and 
biotechnological companies was 4,800 in 2013, and in 
2017 it grew to 6,500 companies [1]. Companies such 
as Roche and Bristol-Myers Squibb are developing new 
drugs with research and development (R&D) annually 
to treat various types of diseases, such as oncology, dia-
betes, rheumatism, etc. with global sales of $25,026 and  
 

$3,279 respectively. As a result, it is necessary to study 
the main trends in the global pharmaceutical market 
more thoroughly in order to identify important factors 
affecting its development, such as R&D and sickness 
rate. 

Organizations such as the European Federation of 
Pharmaceutical Industries and Associations (EFPIA), 
Evaluate Pharma, The Business Research Company, 
IQVIA Institute, International Federation of Pharma-
ceutical Manufacturers & Associations (FPMA),  
PESTEL Analysis of Pharmaceutical industry etc. Are 
studying the tendencies of the global pharmaceutical 
market. Scientists such as Adriana Petryna, Arthur 
Kleinman, Andrew Lackoff made a significant contribu-
tion to the study of problems connected with the global 
pharmaceutical market in the book Global Pharmaceuti-
cals. The operating system of the pharmaceutical com-
panies was disclosed by Marshia Angela, Ray Moyni-
hen, Alan Cassels, Melody Petersen and others. The aim 
of the work is to identify the main trends of the global 
pharmaceutical market. The global pharmaceutical mar-
ket in 2017 was up to $934,8 billion and is estimated to 
reach $1170 billion in 2021, an increase of 5,8%, ac-
cording to the latest report from the pharmaceutical mar-
ket research conducted by The Business Research Com-
pany [2]. Sales analysis of medicines for all continents 
for the period of 20-13-2017. (Fig. 1) shows that the 
largest sales volume in the North American market is 
 

 
Fig.1. Drug sales in the World Pharmaceutical Market (2013-2017) 

 
48%, which is due to geographical factors since 25 mil-
lion people in these countries suffer from diabetes and 
80 million people are in the pre-diabetic stage. They also 
suffer from cancer and hyperthermia, making the US 

pharmaceutical market the most important market in the 
world, together with Canada and Mexico, it represents 
the largest continental pharmaceutical market. It is fol-
lowed by Europe with a share of 22%, which is associ- 
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ated with the influx of migrants who brought with them 
various diseases. Also, according to the World Health 
Organization, in Europe, the spread of epidemic di- 
seases is observed in 28 countries, with 76% of cases of 
local transmission of infection. Africa followed with a 
share of 17%, which is due to the fact that medicine is 
paid in most African countries, and the standard of li- 
ving is low. For example, in Africa, the average monthly 
salary before taxes made up to $402 in 2016. Then 
comes Japan with a share of 8%, and the Japanese nation 
is ahead of all nations in terms of healthy life expectancy 
worldwide. [3]. 

World sales of drugs for the period between 2013-
2017 (Table 1) indicates that the annual increase in pre-
scripted drugs for the period 2013-2017 increased by 19 
times, due to the fact that the population is increasing 
and the number of patients who visit doctors for treat-
ment of diseases that require receiving a prescription for 
the use of a certain drug is growing. It should be men-
tioned that there are two types of dominant drugs – pa- 

tented (original) and generic drugs. And also, there are 
orphan drugs. Orphan drugs are pharmaceuticals deve- 
loped for the treatment of rare diseases, which are called 
orphan diseases. Sales of generic and orphan drugs are 
growing steadily, as shown in the table. For the period 
2013-2017. The global volume of generic drugs has 
grown 15 times, indicating that the demand for generic 
drugs is growing due to the cheapness of these drugs 
compared to the original ones, and due to the ease of 
their entry into the market. In addition, according to 
IFPMA forecasts [4], by 2018, revenues from the sale of 
generic drugs in the world will reach $666 – 668 billion 
per year. Taking into account that the total volume of 
the world market of medicines reached $1,31 trillion, to-
day generics occupy more than half of the market as a 
whole. In some regions, this figure is higher – in South 
America (61% of all spending on medicines) and Asian 
countries (59%). Also, orphan drugs increased by 2 
times. This is due to the fact that the number of patients 
with rare diseases is growing. 

 
Table 1 

Worldwide Drug Sales 
Worldwide Prescription Sales ($bn) 

Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 
Prescription drugs 649 664 686 732 719 727 750 741 768 774 
Patented (original) 535 547 556 587 568 567 579 562 574 567 
Generic drugs 54 54 60 66 67 70 75 77 79 84 
Orphan drugs 60 63 70 79 84 90 96 102 115 123 
Prescription Generic & Or-
phan % 

536 547 556 587 568 567 579 563 575 587 

 
The main threat to the worldwide sales of drugs is 

the forthcoming of the expiration of the patented (origi-
nal) drugs. This can create what, according to experts, is 
called «patent cliff». The term Patent cliff explains the 
phenomenon when, due to the expiration of a group of 
drugs which occupy a high percentage of sales, sales in 
the entire world market fall sharply. Usually this phe-
nomenon manifests itself when patents on «block-
busters» drugs end – «blockbusters» in pharmaceuticals 
are drugs with sales of more than $1 billion a year. For 
example, let us consider the worldwide sales volume, 
which was under the threat of patent expiration for the 

period 2008-2017 (Table 2). The data in the table indi-
cate that the period of the most demanded patented 
drugs is coming to an end, which contributes to an in-
crease in the production of generic drugs, and this will 
result in large losses from sales of original drugs. The 
total sales volume at risk is fluctuating. For example, in 
2008. The losses were estimated to be $18 billion, and 
in 2017 This figure increased by 1,83 times. Therefore, 
it can be said that if the total sales volume at risk of ex-
pected losses is inspected, then companies on average 
lose between 3 to 7% per year [4]. 

Table 2 
Worldwide sales at risk of patent expiration 

Worldwide Prescription Sales ($bn) 
Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Total sales at risk 18 24 29 34 52 31 48 52 52 33 
Expected sales loss 12 12 13 20 37 24 20 15 14 23 
Market at risk, % +3 +4 +4 +5 +7 +4 +4 +6 +7 +4 

 
Analysis of the global pharmaceutical sales market 

suggests that it is necessary to study the influence of the 
main factors that affect it. The first factor affecting this 
market is Research and Development, which is an im-
portant step in drug development in the pharmaceutical 
industry. According to the annual report of the Evaluate 
Pharma organization, currently pharmaceutical biotech- 

nologies are replacing traditional technologies in drug 
manufacturing, opening up new opportunities. Pharma-
ceutical biotechnology is a relatively new and growing 
area in which the principles of biotechnology apply to 
drug development. There is an increase in R&D expen- 
ditures by pharmaceutical and biotech companies 
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worldwide in 2017 compared with 2008 by 23% (Tab-
le 3) [4]. Also, there is an increase in R&D expenditure 
on prescription drugs by 0,5% while non-prescription 
drugs expenditures increased by 1,3%. This suggests 
that there has been an increase in the size of the research 

that is carried out to help cure various diseases, along 
with the development and the introduction of new drugs 
and technologies into clinical practice for the treatment 
of diseases with steady growth tendencies, such as on-
cology, cardiovascular and infectious diseases. 

 

Table 3 
Worldwide R&D spend by pharma & biotech companies 

Worldwide prescription sales ($bn) 
Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Pharma R&D spend 128,3 126,5 128,4 136,3 135,5 137,8 143,2 148,0 156,7 157,5 
R&D of worldwide 
prescription sales, % 

19,8 19,1 18,7 18,6 18,8 19,0 19,1 20,0 20,4 20,3 

R&D of worldwide 
prescription in ge-
neric, % 

21,5 20,8 20,5 20,5 20,8 21,0 21,2 22,3 22,7 22,8 

 

Biotech companies have much higher costs due to 
the fact that they are focused on the extension of R&D 
(as opposed to the production of pharmaceutical compa-
nies), as well as on the duration and complexity of test-
ing and creating new products. (Fig. 2) The top 20 global 
pharmaceutical companies in R&D in pharmaceuticals 
shows that the market is developing dynamically and 
new leaders are emerging. For example, the company 
Novartis ranked first in 2013. R&D expenditures with a 

market share of 9,4%, whereas in 2017 its position de-
teriorated to the third place with a market share of 7,8%. 
Second place in 2013 with a share of 8,30% is occupied 
by Roche, as in 2017 it ranked first in R&D expenditures 
with a market share of 9,2%. The third is Merck&Co. 
with a market share of 7,10% in 2013 whereas in 2017 
its position deteriorated to the fourth place with a market 
share of 7,6% [4]. 

 

                           2013                                                                                              2017 
 

 
Fig.2. Top 15 Global Pharmaceutical Companies in R & D in Pharmaceutical Industry  

in 2013 and in 2017, $bn 
 

Analysis of the development of the pharmaceutical 
market suggests that pharmaceutical companies and en-
terprises engaged in biotechnology play an active role in 
forecasting analytics in order to identify the key patterns 
and treatment methods designed to cure a specific pa-
tient segment. In 2017 compared with 2008, the use of 

biotechnology increased by 9%. While traditional tech-
nologies for this period were reduced by 9% because 
pharmaceutical companies typically use artificial mate-
rials to create drugs, while biotech companies use living 
organisms or their products, such as bacteria or en-
zymes, to manufacture their medicines. 

 

Table 4 
Worldwide sales of prescription drugs by technology 

Technology 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 
Biotechnology, % 17 17 18 18 20 22 23 24 25 26 
Conventional, % 83 83 82 82 80 78 77 76 75 74 

 



L. Shabalina, R. Khumran 

76 
Економічний вісник Донбасу № 4(54), 2018 

The second major factor affecting this market is 
sickness rate. World experience shows that the develop-
ing areas of therapy are oncology, Anti-rheumatics and 
anti-virals. These areas significantly increase sales of 
prescription drugs. (Table 5) analysis of worldwide 
sales and global market share by areas of pharmaceuti-
cal therapy 2013 and 2017, suggests that oncology is the 
fastest growing field of therapy in the pharmaceutical 
industry with worldwide sales, which increased by 42% 

in 2017 comparing with 2013. And with a global market 
share of 2,9% in 2017 and continuing to grow due to the 
fact that the life expectancy of population is increasing, 
as well as due to the unhealthy lifestyle, smoking, un-
healthy diet, and drinking big amounts of alcohol. While 
the sickness rate in hyperliqidaemics has decreased, and 
sales have decreased by 5% respectively for the period 
2013-2017. 

 
 

Table 5  
Analysis of worldwide sales and global market share by areas of therapy in 2013 and 2017. 

Rank Areas of Therapy 
 

Worldwide sales ($bn) Market share ($bn), %
2013 2017 2013 2017

1 Oncology 72,8 104,0 9,7 12,6
2 Anti-diabetics 38,4 46,1 5,1 5,6
3 Anti-rheumatics 44,9 55,7 6,0 6,8
4 Vaccines 25,6 27,7 3,4 3,4
5 Anti-virals 27,8 42,4 3,7 5,1
6 Immunosuppressants 7,9 13,7 1,1 1,7
7 Bronchodilators 32,6 27,2 4,3 3,3
8 Dermatologicals 13,5 12,9 1,8 1,6
9 Sensory Organs 17,5 21,6 2,3 2,6
10 Anti-hypertensives 33,7 23,0 4,5 2,8
11 Anti-coagulants 8,9 16,8 1,2 2,0
12 MS therapies 16,2 22,7 2,2 2,7
13 Anti-fibrinolytics 11,1 12,7 1,5 1,5
14 Anti-hyperliqidaemics 19,3 11,3 2,6 1,4
15 Anti-anaemics - 7,6 - 0,9
16 Top 15 385 445 51,0 54,0
17 Other 369 379 49,0 46,0
18 Total WW Prescription & OTC Sales 754 825 100,0 100,0
20 WW Generic Sales 68,5 80,7 9,1 9,8
21 OTC Pharmaceuticals 36,8 36,1 4,9 4,4

             
Analysis of the top 10 global pharmaceutical com-

panies selling drugs for the treatment of diseases in the 
field of oncology (Table 6) indicates that in 2013 Roche 
was the dominant company in the field of oncology with 
a market share of 34,3%, the company retained its posi-
tion in 2017 with a market share of 26,4%. In second 
place in 2013. comes Novartis with a market share of 

10,8%, and in 2017 worsened it's position of taking fifth 
place with a market share of 5,9%. The third place is 
taken by Celgene in 2013 holds a market share of 8,7%, 
retaining its position in 2017 with a market share of 
8,2%. These companies occupy leading positions be-
cause they invest annually in R&D and in the develop-
ment of biotech drugs in the field of oncology. 

 
Table 6 

Top 10 global pharmaceutical companies selling drugs for the treatment of diseases  
in the field of oncology in 2013 and 2017 

Rank Company 
Worldwide market 

share, % Company 
Worldwide Sales

($m) 
2013 2017 2013 2017

1 Roche 34,3 26,4 Roche 25,026 27,453
2 Bristol-Myers Squibb 4,5 11,2 Celgene 3,279 11,649
3 Celgene 8,7 8,2 Bristol-Myers Squibb 6,336 8,520
4 Novartis 10,8 5,9 Johnson & Johnson 7,871 6,153
5 Pfizer 4,0 5,6 Pfizer 2,947 5,861
6 Johnson & Johnson 5,1 3,9 AstraZeneca 3,705 4,024
7 Astellas Pharma 1,0 4,0 Merck & Co 757 4,111
8 AstraZeneca 4,4 7,6 Novartis 3,193 7,884
9 Eli Lilly 3,9 3,0 AbbVie 2,875 3,090

10 Merck & Co 1,0 2,7 Astellas Pharma 752 2,847
 Top 10 77,9 78,5 Top 10 56,741 81,592

Other 22,1 21,5 Other 16,123 22,396
Total Industry 100,1 100,0 Total Industry 72,864 103,988
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According to the World Health Organization [5] up 
to 25% of cancer cases appeared in low- and middle-
income countries in 2015; this is due to cancer-causing 
infections like hepatitis and human papillomavirus 
(HPV). Also, the inaccessibility of cancer diagnosis and 
treatment is a common problem, for example, in 2017, 
only 26% of low-income countries had accessible me- 
dical services, while 90% of high-income countries had 
them. Studies of the global cancer sickness rate suggest 
that Australians are diagnosed with cancer at a faster 
rate than in any other country in the world (Fig. 3). For 

example, for every 100,000 Australians, there are 743,8 
new cases of cancer, followed by 532,9 in the United 
States. It can be concluded that newer cases of cancer 
appear in the richer countries, in most cases due to im-
proper lifestyle. Also, the most common type of cancer 
found in Australia and America was skin cancer, fol-
lowed by the prostate for men, bowel cancer, malignant 
skin melanoma, and breast cancer in women. Only one 
of the five low- and middle-income countries has the 
data needed to develop a protecting cancer policy. 

 

 
Fig. 3. The proportion of the population suffering from cancer worldwide 

 
Analysis of cancer types in 2016 (Fig. 4) suggests 

that breast cancer is the most common case of cancer 
and the leading cause of cancer death for women – 1,7 
million incidents [6]. By 2030, scientists predict further 
growth of this indicator to 9.9 million, of which 5,5 mil-
lion will suffer from incurable forms of cancer. Cases of 

mortality prevail in poor and less developed countries, 
with limited access to diagnostic and treatment re-
sources. The most common case of cancer for men is 
prostate cancer – 1,4 million cases. Overall, the main 
cause of cancer deaths was trachea, bronchus and lung 
cancer – 1,2 million deaths [7]. 

 

 
Fig. 4. Number of people with cancer of different types worldwide in 2016 
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Analysis of the global pharmaceutical market was 
conducted in the article and the main influencing factors 
on it were revealed which are the research factor and 
sickness rate. Their interrelation has been revealed since 
the most common diseases, such as oncology, requires 
high-tech drugs that can be manufactured using R&D. 
Therefore, leading companies in the pharmaceutical 
market are those companies that invest in R&D because 
these companies produce more effective drugs. Also, it 
was found that drugs which cure cancer will be more in 
demand, due to the increase in this area of diseases. 
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Шабаліна Л. В., Хумран Р. В. Основні тен- 

денції світового фармацевтичного ринку 
У статті проведено аналіз світового фармацевтич-

ного ринку, визначено, що основними факторами, які  
 

на нього впливають, є науково-дослідна робота та за-
хворюваності населення. Виявлено, що лідерами на 
фармацевтичному ринку є компанії, що вкладають зна-
чні кошти в розвиток НДДКР, внаслідок чого їх ліки є 
більш ефективними в лікуванні онкологічних захворю-
вань. 

Ключові слова: світовий фармацевтичний ринок, 
світові продажі, НДДКР, захворюваність, онкологія. 

 
Шабалина Л. В., Хумран Р. В. Основные тен-

денции мирового фармацевтического рынка 
В статье проведен анализ мирового фармацевти-

ческого рынка, определено, что основными факто-
рами, которые на него влияют, является научно-иссле-
довательская работа и заболеваемости населения. Вы-
явлено, что лидерами на фармацевтическом рынке яв-
ляются компании, вкладывающие значительные сред-
ства в развитие НИОКР, вследствие чего их препараты 
являются более эффективными в лечении онкологиче-
ских заболеваний.  

Ключевые слова: мировой фармацевтический ры-
нок, мировые продажи, НИОКР, заболеваемость, онко-
логия. 

 
Shabalina L., Khumran R. Main tendencies of the 

global pharmaceutical market 
Analysis of the global pharmaceutical market was 

conducted in the article as well as the main factors influ-
encing its development, such as the research factor and the 
sickness rate of population. It was revealed that the market 
leaders are companies that have invested a significant 
amount of its funds in R&D. Accordingly, their drugs are 
more effective in treating the most common diseases, such 
as oncology.  
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COMMERCIAL BANKS IN CRIMINAL MONEY LAUNDERING SCHEMES 

 
In today's world, globalization provides an oppor-

tunity for economic agents to carry out free cross-border 
movement of financial resources, and through the bank-
ing system, without any particular obstacles and in 
search of a favorable location for high returns. This, 
however, is a potential opportunity and the money ob-
tained from criminal activity to obtain legal origin 
through established money laundering schemes imple-
mented through commercial banks. The purpose of this 
study is to outline the role of commercial banks as a 
money laundering mechanism by presenting their inhe- 
rent characteristics within the scope of the Special 
Money Laundering Act1 (LMML) and to assess their 
importance as a permanent monitoring and control of 
compliance with the applicable standards against the 
above crimes. 

 
I 

Pursuant to the Law on Credit Institutions2, the 
Bank makes public borrowing or other repayable funds 
and provides loans or other funding at its own expense 
and at its own risk, which is sufficient to justify the suit-
ability of an adequate risk management in the security 
sphere of the credit institution itself; the interests of its 
clients. In this respect, commercial banks can be defined 
as institutions with a significant role in the socio-eco-
nomic life of each country, their financial stability and 
effective management are among the main prerequisites 
for competitiveness and market growth, and their ab-
sence leads to a number of risks3, including legal, ope- 
rational and reputational ones. 

In view of the issue under consideration, the acti- 
vities of credit institutions, the implementation of re-
lated legislation, internal policies and procedures are 
subject to constant monitoring due to the potential for 
them to be used for the purpose of classifying as a crime 
against the financial system in the Penal Code – money 
laundering, which could also be a prerequisite for the 
possible occurrence of risk situations. In addition, it is 
precisely the specific activity of credit institutions that 
the special legislation - the Law on Measures against 
Money Laundering (MIMA) - also obliges them to re- 
gulate the measures for the prevention of these crimes. 
                                                        

1 See Law on Measures Against Money Laundering (last amended 01.01.2017). 
2 See Art. 2, para. 1 of the Credit Institutions Act (last amended SG No. 63 of 04.08.2017). 
3 See more  Bojinov, B. Bank risk management, “Tsenov” Pubishing house, 2016. 
4 See Art. 253 of the Penal Code (last amended SG No. 54 of 05.07.2017). 
5 See Article 2 of the Measures against Money Laundering Act (last amended 01.01.2017). 

Money laundering in the Criminal Code4 is defined 
as a deliberate crime where financial transactions or 
other property transactions are carried out or the origin, 
location, movement or actual property rights known to 
or allegedly acquired through crime or other publicly 
dangerous act. The norm also provides for complicated 
factual chapters, which imply heavier punishments, in 
cases where the offense was committed by a pre-consen-
sus, by a criminal organization, by an official, one or 
more times. Money laundering itself is carried out 
through a series or scheme of financial transactions pre-
dominantly through the use of commercial banks that 
seek to conceal the proceeds of, or the financing of, 
criminal activities, or the illicit origin of the property. 
For the purposes of the Measures against Money Laun-
dering Act, money laundering is associated with the fol-
lowing activities5: 

• the conversion or transfer of property acquired 
from a criminal activity or from an act of participation 
in such an activity in order to conceal or conceal the  
illegal origin of the property or to assist a person in-
volved in such an act in order to avoid the legal con- 
sequences of its act; 

• the concealment or concealment of the nature, 
source, location, location, movement or rights in respect 
of property acquired from a criminal activity or from an 
act of participation in such an activity; 

• the acquisition, possession, possession or use of 
property knowing at the time of receipt that it has been 
acquired from a criminal activity or an act of participa-
tion in such an activity; 

• participating in any of the above-mentioned ac-
tions, association for the purpose of doing so, attempting 
to do so, and assisting, instigating, facilitating the exe-
cution of such an act or disguising it. 

The theoretical and practical-applied analysis of 
the issue in question provides information that "dirty" 
money usually refers to crimes and illegal activities, and 
laundering itself is a subsequent planned crime based on 
imperfections in financial and legal national systems. In 
this line of thought, it is appropriate to point out that the 
planning and organization of criminal schemes is within 
the scope of intelligent and motivated expertise, bearing 

Finance 
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in mind that for the technical implementation itself, per-
sons with or without a low degree of education and with-
out competences in the role of account holders, owners 
of legal entities, cash mugs, recipients and senders of 
funds through the systems of money transfers, etc. 

The above is enough to "shake" the stability of 
credit institutions as a result of successfully imple-
mented money laundering operations, which in turn re-
quires the development and implementation of money 
laundering prevention tools, part of which is also the 
regulatory framework. For the purpose of this paper, in-
vestigating the place and importance of commercial 
banks in anti-money laundering processes by presenting 
their specific features within the scope of the Special 
Law (MIPA), and following a comprehensive theoreti-
cal and practical-applied analysis, it is logical that 
money laundering is presented as a process with condi-
tionally defined phases: 

• Phase 1: Introduction of criminal assets (incorpo-
ration) into the financial system; 

• Phase 2: Performing complex financial transac-
tions to cover the operations of the previous phase (stra- 
tification); 

• Phase 3: Implementation of complex integration 
schemes to transform "laundered" funds into legally in-
tegrated (integration). 

The very process of money laundering, as a crime 
against the financial system, starts with the introduction 
of property acquired from criminal activity in the finan-
cial system, directly or through the use of retail. This can 
happen both through cash payments of large sums and 
through consecutive contributions of lesser value. For 
example, for the sake of higher liquidity, the initial pro-
ceeds from drug trafficking or from spreading to the 
street are always in cash, but when deposited on a bank 
account they become indistinguishable from legitimate 
earnings from a legitimate business. Consequently, this 
phase is associated with the transformation of the illi- 
citly acquired property in order to make it more difficult 
to identify, but it is also at the highest risk of detecting 
the criminal act due to the contact between the illegally 
acquired money and the financial system. 

The second phase is used to conceal the nature of 
operations from the first phase by performing complex 
financial transactions (without any particular economic 
logic) that seek to erase as soon as possible all links to 
illicitly acquired assets. Shares, bonds, and other highly 
liquid assets are often purchased through funds, or they 
are transferred to bank accounts in other jurisdictions. 
Bank transfers, online and e-banking, bank loans, ficti-
tious transactions, foreign exchange, offshore compa-
nies and bills, etc., are often particularly applicable, 
which are often executed simultaneously to remove the 
link between "dirty money" and criminal sources. It 
should be borne in mind, however, that, unlike financial 
                                                        

1 See Art. 3, para. 1 of the Law on Measures against Money Laundering (last amended 01.01.2017). 
2 See Art. 1 of the Law on Measures against Money Laundering (last amended 01.01.2017). 

transactions carried out with legally acquired funds 
seeking economic gains and / or minimizing costs, it is 
not necessary to deal with money acquired illegally not 
necessarily a profit or a minimization of costs, and the 
sole aim is to acquire the same legal origin. Thus, money 
laundering is actually implemented within this phase. 

The next phase relates to the return of legalized 
cash back to the economy in such a way that at the en-
trance of the financial system they seem like ordinary 
legitimate business assets. For this purpose, complex in-
tegration schemes are realized – for example purchase 
of real estate, business assets, securities, provision of 
collateral, etc. property is invested in the legal economy, 
which presumably defines the financial resource as le-
gally acquired. There are also many techniques inherent 
in legitimate business, with the goal of increasing reve-
nue and reducing tax liabilities. Therefore, this phase is 
the most complicated of Ch. disclosure of the illicit 
origin of capital, but at the same time it is also taken as 
a culmination in any successful money laundering ope- 
ration. 

In the context of the issue under discussion, in or-
der to counteract the money laundering offense at each 
of the above phases, the legislature approves in the spe-
cial rule (LMML), and the obligated persons, incl. and 
commercial banks apply as measures to prevent the use 
of the financial system for the purposes of money laun-
dering the following1: 

• identify customers and verify their identification; 
• identifying the actual owner of the client - a legal 

entity, and undertaking appropriate actions to verify its 
identification; 

• collecting information from the client about the 
purpose and nature of the relationship that has been or 
is to be established with it; 

• ongoing monitoring of established business or 
professional relationships, and verification of transac-
tions and transactions performed within these relation-
ships, the extent to which they correspond to available 
customer information, business and risk profile, includ-
ing clarification of the origin of funds in cases referred 
to by law; 

• disclosure of suspicious transactions, transac-
tions, and customers. 

The abovementioned essential characteristics and 
normative justification of the money laundering pro-
cesses are sufficient grounds for each commercial bank 
to set up a specialized money laundering and anti-money 
laundering agency in its structure to organize and mon-
itor the implementation of the legal measures2. 

In summary, each commercial bank should carry 
out controls and prevent money laundering in accord-
ance with the provisions of national laws and relevant 
international regulations and best practices by develop-
ing its own policy. The main purpose of the abovemen- 
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tioned anti-money laundering measures is to "block" the 
relationship between credit institutions and criminals. 

 
II 

In order to have an anti-money laundering effect, it 
is necessary to develop and strictly implement policies 
both nationally and internationally. At supranational 
level, anti-money laundering policy is determined by the 
activity of a number of institutions, including the Finan-
cial Action Task Force on Money Laundering (FATF – 
Financial Action Task Force on Money Laundering1), 
Committee of Experts on Measures against Money 
Laundering at the Council of Europe (MONEYVAL 
Committee2), Union to enhance the interaction  
between financial intelligence units around the world 
(EGMONT GROUP3), The Basel Committee on Bank-
ing Supervision (Basel Committee of Banking Supervi-
sion4), The World Bank, the International Monetary 
Fund and others. For the implementation of the interna-
tional and national regulations regarding the prevention 
of money laundering, a number of law enforcement, 
control and supervisory state institutions are operating 
in Bulgaria - Specialized Administrative Directorate 
"Financial Intelligence" of the State Agency for Na-
tional Security (SAD FR - SANS), Ministry of the Inte-
rior, the Prosecutor's Office of the Republic of Bulgaria, 
the Bulgarian National Bank (BNB), the Controlling 
Agencies at the Ministry of Finance, etc. 

The following report analyzes the SANS 'control 
activity with regard to credit institutions in the area of 
"money laundering" on the basis of historical data pub-
licly disclosed through annual reporting documents5. 
Realizing its core business, incl. falling under the scope 
of the Law on Measures Against Financing of Terror-
ism, the Commercial Banks are subject to constant mon-
itoring and control by the specialized administrative di-
rectorate "Financial Intelligence" of SANS, which has 
neither operational functions nor disclosure functions 
criminal activity but has a legal basis for collecting in-
formation without limitation from banking, official, pro-
fessional or other secrecy as a mediating unit to speed 
up and facilitate information exchange between finan-
cial welfare and law enforcement systems. 

Based on the applicable legal norms, among the 
main functions (the results from which will be analyzed 
below) implemented by the Directorate, incl. and in re-
spect of commercial banks, the following are men- 
tioned6: organizing and conducting trainings related to 

                                                        
1 The organization that sets standards in countering money laundering and terrorist financing. 
2 An organization responsible for Europe for the prevention of money laundering. 
3 See https://www.egmontgroup.org/. 
4 See http://www.bis.org/bcbs/charter.htm#classification. 
5 The analytical part of the present report (including the figures and the tables) is summarized and processed by the author 

on the basis of published annual reports of the SAD FR - SANS (http://www.dans.bg/bg/msip-091209-menu-
bul/fidannualreports30052012-mitem-bul). 

6 See more art. 32e of the Regulations for Implementation of the State Agency for National Security Act (adopted with 
Decree of the Council of Ministers No 23 of 11.02.2008, promulgated in State Gazette, issue 17 of February 19, 2008, amended 
and supplemented SG .63 of 12 August 2016, SG No. 66 of 23 August 2016. 

the implementation of the LMML and the LMFTS; on-
going and incidental control of the banking activity for 
the fulfillment of the obligations under the LMML and 
LMFT; drafting of acts of con vention, acts for estab-
lishing administrative violations; developing reports of 
violations committed by credit institutions; performing 
joint inspections with the supervisory authorities (Bul-
garian National Bank); keeping registers of information 
received from commercial banks and others. 

As stated above, the Directorate's function of or-
ganizing and conducting trainings on the implementa-
tion of the LMMI is a priority, as the educational attain-
ment and the competencies acquired are a factor in in-
creasing effectiveness in the fight against money laun-
dering. Summing up the information published in the 
annual reports of the FAS - SANS, for the period 2012-
2016, the Directorate carried out a total of 73 trainings, 
resulting in the training of 2454 persons in the capacity 
of representatives of the Institute of Certified Public Ac-
countants (ICPA), Commercial Banks, Non-Profit Legal 
Entities (NGOs), the National Revenue Agency (NRA), 
real estate agents and others. As illustrated in Fig. 1, the 
number of trainings of commercial banks represented 
22% in the structure of the trainings, which gives them 
a second position after the trainings of representatives of 
the ICPA (26%). 

Similarly, commercial banks also occupy 14% of 
the number of trained persons, compared to 33% for the 
leader – ICPM. Considering that the number of banks 
(including their employees) operating on the Bulgarian 
market is considerably smaller than that of the certified 
accountants, it can be assumed that for the FAS – SANS 
the commercial banks are priority institutions with re-
gard to the prevention of money laundering, mainly be-
cause of their specific activity – operating not only on 
their own, but also on attracted money, which poses a 
serious risk to their real origin. For the next 10% com-
parison, the number of trainings conducted by represent-
atives of NGOs and NRA, followed by 7% by the real 
estate agents. The remaining 25% are outside the reach 
of the positioning, as they include all training with a 
share of less than 5% in the total number of courses, incl. 
investment intermediaries, management companies, in-
surers, insurance intermediaries, financial institutions, 
pension insurance companies, Financial Supervision 
Commission (FSC), leasing companies, lawyers, postal 
operators, private enforcement agents, traders, notaries, 
state and local bodies. 
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Fig. 1. Structure of the trainings conducted by SAD FR-SANS in connection  

with the implementation of the LMML and the LMFT (2012-2016) 
 
Following the above considerations, the factual 

data showing the persistence in the training of two cate-
gories of institutions throughout the analyzed period, in-
cluding the commercial banks with two trainings and  
50 trained persons in the first year – 2012 (the lowest 
values for the period) and five training sessions with  
150 trained persons in 2015 (the highest values for the 
period). Concerning the others presented, trainings were 
carried out once (NRA – 2012) or a maximum of twice 
(NGOs and real estate agents – 2012 and 2014) through-
out the time slice. 

The performance of checks on commercial banks' 
activities on the implementation of anti-money launder-
ing measures and suspicions of money laundering is also 
among the main activities of FAS SAD. For the period 
2011-2016, the Directorate exercised control over the 
activities of credit institutions through a total of 44 in-
spections, of which 20 thematic and 20 planned (missing 
information on the nature of the inspections in 2011). As 
can be seen from the information published in the re-
porting documents, the highest concentration is ob-
served in 2015 (12), and the main reason is the reported 
increased risk of money laundering through commercial 
banks, established in monitoring their operations by re- 
gularly reporting information and suspicious payment 
information to the relevant authorities. 

For comparison, the verified commercial banks oc-
cupy the fourth position (7%) in the structure of the  
FAD – SANS (see Fig. 2), performed by the exchange 
offices (13%), notaries (12%) and accountants 8%), 
which is another proof that commercial banks, as the 

                                                        
1 See Dochev, H., Challenges of the New Legal Entities on the European Internal Market, in Izas Economics and Practice 

in the Process of the Supplementation of the European Union, Nis, 2007, pp. 319-330. Dochev, Х., Supranational economic 
entities in the economy of the European Union, National Economic Archives, 2007/3, pp. 18-26. 

only credit institution among the listed ones, are a po-
tential "money laundering" incubator, and the fifth posi-
tion with almost 7% is for insurers1. The category  
"others" is again aggregated and covers audited entities 
with a share of 5% and less than 5% of all registered, 
including auditors, lawyers, pension insurance compa-
nies, health insurance companies, NGOs, organizers and 
gambling companies, wholesalers, real estate, pawn-
shops, and more. 

The control over the commercial banks is an acti- 
vity in which the SAD FR – SANS interacts with other 
state bodies, performs joint inspections with the super-
visory body – Bulgarian National Bank. Officially re-
leased information points to persistence throughout the 
analyzed period, with joint inspections reaching three in 
2014 and 2015, two in two and one in 2012. 

For comparison, the work of FAS – SANS with 
other supervisors significantly exceeds that of the BNB 
(11%), but here again the number of credit institutions 
operating on the market and that of the FSC and the 
State Commission gambling (DHS) economic agents. 
The joint inspections with the FSC and DCH authorities 
have a relative value of 19.5% over the whole timeframe 
(see Fig. 3). The reason for the NRA's competencies and 
the maximum values for interaction with the FAS – 
SANS (50%) is obvious – the nature of the work and the 
scope of the revenue administration, the implementation 
of anti-money laundering measures and measures 
against terrorist financing and suspicion of money laun-
dering and terrorist financing. 
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Fig. 2. Structure of on-the-spot inspections carried out by SAD FR-SANS in connection  

with the implementation of the LMML (2011-2016) 
 
 

 
Fig. 3. Structure of the joint inspections carried out by SAD FR-SANS  

with other supervisors (2012-2016) 
  
The logical conclusion of the control activities of 

the FD – SANS in respect of the commercial banks for 
the fulfillment of their obligations under the LMML, as 
well as the acts for their implementation, is the drawing 
up of the findings of acts, the establishment of adminis-
trative violations (AEAV) under the LMML and the 
preparation draft criminal drafts. The reporting of viola-
tions by commercial banks has focused on analyzing the 
violations and proposing the measures to be taken to 
eradicate the consequences of and to prevent future vio-
lations. 

For the period 2012-2016, the specialized financial 
intelligence directorate compiled and handed out to the 
credit institutions a total of 74 acts for the establishment 
of administrative violations, incl. non-declaration of 

origin of funds by the client, non-declaration of the 
origin of the funds by a client in the case of a transfer 
order, failure to submit the required documents, failure 
to identify the client, failure to report the suspicion, no 
notifications for cash payments over BGN 30000 and 
others. (see Table 1). The leading position among com-
mercial banks violations is the failure to report suspicion 
(according to Article 11 (2) of the LMML) – Acts 
(AEAV) have a relative share of 20% of the total, fol-
lowed by the non-identification of persons who are ac-
tual owners of a client – 18%, no request for a declara-
tion of origin – 11% and no notification for cash pay-
ments of more than BGN 30000, performed by a client 
(under Article 16, paragraph 1 of the MIPD) – 11%. 
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Table 1 
Acts for establishing administrative violations (AEAV/pcs) of commercial banks (2012-2016)  

drawn up and served by SAD Financial Intelligence - SANS1 

Types of acts for establishing administrative violations 2012-2016 

1 Acts for not requiring a declaration of origin of the funds (Article 4, paragraph 7 of the 
LMML) 8 

2 Acts for non-identification of the persons who are actual owners of a client - legal entity 
(Article 6, paragraph 2 of the LMML) 13 

3 Acts for non-declaration of origin of funds by a client upon ordering a translation, in the 
part of the declaration under Art. 4, para. 7 of the LMML, equivalent to an unrepresented 
declaration, on the grounds of Art. 4, para. 4 of the LMML should have refused the opera-
tion. (Article 4 (4) of the LMML)  5 

4 Acts for non-submission of documents under Art. 8 of the LMML (Article 9 of the LMML) 
and Art. 17, para. 8 of the LMML 7 

5 Acts of incomplete customer identification (Article 4, paragraph 1, paragraph 2, paragraph 
3 of the LMML) 5 

6 Acts for failure to notify cash payment of more than BGN 30,000 or their equivalent in 
foreign currency, made by or to a client of the liable person (Article 11a of the LMML) 7 

7 Acts for non-notification within the term under Art.16, para.1 of the MIPD for payment in 
cash amounting to more than BGN 30 000 per client 8 

8 Acts for non-fulfillment of the provision of Art. 4, para. 4 of the LMML 1 
9 Acts for non-reporting of doubt (Article 11, paragraph 2 of the LMML) 15 
10 Acts for unresolved inconsistencies in the VPPIPPFT draft and re-submitting them to the 

Chairman of the State Agency for National Security for approval (Article 19, paragraph 3 
of the MIPD) 1 

11 Acts for failing to carry out an expanded verification of customer identification information 
(Article 8 (7) of the MIPD) 2 

12 Acts for failing to notify the SAD FR-SANS about the replacement of the head of the SSCI-
PHIP (Article 21, paragraph 2 of the MIPD) 1 

13 Acts for not observing all complex or abnormally large transactions or transactions, as well 
as any transactions and operations that do not have a clear economic or legal purpose (Ar-
ticle 7b of the LMML) 1  
TOTAL: 74 

 
For comparison, the established AEAV of the com-

mercial banks accounted for 15% of all drawn up and 
handed over by the FAS – SANS during the analyzed 
period – 507 (see Fig. 4) as a result of the sanctions im-
posed on all AAVs, amounting to almost BGN 839 thou-
sand, with a clear upward trend from the beginning to 
the end of the analyzed period – 2012-2016. 

According to the applicable regulations, commer-
cial banks are obliged to report to the FAD – SANS the 
so-called dubious operations. As such, financial opera-
tions are classified and, after further studies by bank em-
ployees, it is not possible to clarify their nature, which 
is sufficient reason to be assigned a higher risk and to 
report them to the Financial Intelligence Agency. The 
official information sources indicate that 10930 suspi-
cious transactions were reported for the period 2011-
2016, 76% of which were commercial banks and the 
other from other institutions (see Fig. 5). 

                                                        
1 The information is summarized and processed by the author on the basis of published annual reports of FAS - SANS 

(http://www.dans.bg/bg/msip-091209-menu-bul/fidannualreports30052012-mitem-bul). 

 
Fig. 4. Structure of the Documents Established and 

Delivered by SAD Financial Intelligence – SANS 
Documents for Establishing Administrative Of-

fenses under the LMML (2012-2016) 

Acts for establishing administrative violations handed over to commercial
banks
Acts for establishing administrative violations handed over to other
institutions
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Fig. 5. Sources of suspicious transaction reports 

(CSD) for 2011-2016 
  
The analyzed reports show that the number of re-

ports of suspicious transactions under the LMML and 
LMFT from the commercial banks to the FAS – SANS 
WADA has an upward trend, in 2011 it is 1035 and in 
2016 it is 2390, ie. there is over 130% growth within the 
observed time span. It should be borne in mind that in 
the structure of generally reported suspicious transac-
tions by year, commercial banks' DSBs take values of 
69% in 2012 (minimum) to 82% in 2015 (maximum), 
regardless of the above-mentioned upward trend the an-
alyzed period, due to the fluctuations in the value of 
DSOs by other institutions. 

In view of the above analysis and the stability of 
commercial banks, and in order to prevent the use of the 
money laundering system, in line with the principles of 
the Basel Committee on Banking Supervision, the first 
and most important defense against money laundering is 
the ambition of bank management to protect its credit 
institution from dealing with criminal persons or engag-
ing in criminal schemes by strictly enforcing customer 
identification and identifying the actual owner of the ac-
counts. As a consequence, banks should not maintain re-
lationships, enter into transactions, or execute transac-
tions and order clients who can not provide evidence of 
the legitimate origin of the funds they hold. 

In the process of globalization, the prevention of 
money laundering also requires effective permanent 
communication and active interaction both between the 
state institutions and between them and the persons 
obliged by the law, and credit institutions. In addition, 
the obligated persons should also observe the legal pro-
visions, as well as write internal policy, incl. rules and 
procedures to prevent their use for the purposes of crim-
inal schemes. As the processes of identification and as-
sessment of bank customers, as well as those related to 
the monitoring of banking operations and the definition 
of some of them as suspect by Chief Operating Officer, 
of the existing risk, are complex, credit institutions 
should meet their needs from an adequate material base, 
incl. specialized software applications, time resource, 

expert potential. At the same time, the improvement and 
modernization of the national and supranational regula-
tory framework is a sine qua non for realistic countering 
of the latest criminal practices for which credit institu-
tions are also a priority. 

In summary, the main statement in this paper pro-
vides the basis for the following conclusions: 

First. The legalization of criminal assets is based 
on existing imperfections in the current system of pre-
vention and counteraction of these processes, with credit 
institutions ranked among the main money laundering 
mechanisms, which is a prerequisite for the eventual oc-
currence of risk situations for itself bank and for its cli-
ents. 

Second. On a national scale, commercial banks 
have been constituted as a priority subject of continuous 
monitoring and control by the specialized administrative 
directorate "Financial intelligence" of SANS in connec-
tion with the application of numerous regulations and 
institutions concerning the role of banks in complying 
with the legal norms against laundering money, as well 
as for the purpose of exploring, analyzing and disclosing 
information received under the terms and conditions of 
the LMML. 

Third. In order to have anti-money laundering ef-
fects, it is necessary to develop and strictly implement 
policies both nationally and internationally, to be imple-
mented in close cooperation and constant communica-
tion between the responsible institutions. At the same 
time, each commercial bank should develop its own 
anti-money laundering policy that contains adequate 
measures to counteract these crimes and their applica-
tion to "block" the relationship between credit institu-
tions and criminals. 

Fourth. Measures to prevent money laundering 
should be aimed at: identifying customers and actual 
owners and taking appropriate action to verify their 
identification; customer assessment by Ch. the risk of 
money laundering; monitoring customer operations; dis-
closure of information (reporting) about suspicious 
transactions and transactions. 

Fifth. For the period 2012 - 2016, SAD FR-SANS 
conducted a total of 73 trainings on the implementation 
of the LMML and LMFT with trained 2454 persons, in-
cluding commercial banks with 22% of the total train-
ings and 14% of the total trainees. identifies them as pri-
ority institutions for the prevention of money launder-
ing, mainly because of their specific activities – operat-
ing not only on their own, but also on attracted money, 
posing a serious risk to their real origin. 

Sixth. In the structure of inspections carried out for 
the period 2011-2016 by the SAD FR-SANS (611), the 
commercial banks checked (according to the LMML) 
occupy the fourth position (7%) after the verified ex-
change bureaus (13%), notaries (12%). and accountants 
(8%), which is another proof that commercial banks, as 

Suspicious transaction reports (commercial banks)

Suspicious transaction reports (other institutions)
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the only credit institution among the listed ones, are a 
potential "money laundering" incubator. 

Seven. The established and served by the State 
Agency for Refugees State Agency for Administrative 
Discrimination (AAVS) under the LMML of commer-
cial banks make up 15% of all prepared in the period 
2012-2016 – 507. The top position among the commer-
cial bank violations is the failure to report a doubt1 – 
20%, followed by the non-identification of the persons 
who are the actual owners of the client (YU) – 18%, the 
non-application of a declaration of origin – 11% and the 
failure to notify cash payments of value over BGN 
30000, performed by a client2 - 11%. 

Eighth. During the period 2011-2016, 10930 sus-
picious transactions under the LMML and LMFT were 
reported to the SAD FR – SANS, of which 76% of the 
commercial banks (with over 130% growth within the 
observed time interval) and the rest from the other insti-
tutions. For the same period, notifications of payment 
transactions in cash over BGN 30000, 99% (251600) 
were reported by the commercial banks, and their rela-
tive share varied between 98% and 99% during the same 
period, which is sufficient grounds for taking the neces-
sary legal measures to prevent money laundering. 

 
*** 

Global policy on combating money laundering 
places the activities of credit institutions within the 
scope of the legal norms and focus, in order to prevent 
their use for the implementation of criminal schemes. 
The present study is sufficient grounds, on a national 
scale, for commercial banks to be constituted as a prior-
ity subject of continuous monitoring and control by the 
specialized administrative directorate "Financial Intelli-
gence" of SANS in order to investigate, analyze and dis-
close information obtained by the order and at the terms 
of the LMML, as they are obviously among the main 
options used for money laundering purposes. This is a 
good reason for credit institutions to create strict and 
transparent internal bank rules and procedures to be re-
spected when selecting clients and executing financial 
operations and to prioritize their prevention against 
money laundering and financing of terrorism. 
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У сучасному світі глобалізація дає можливість 
економічним агентам здійснювати вільне транскор-
донне переміщення фінансових ресурсів і через банків-
ську систему без будь-яких особливих перешкод і в по-
шуках сприятливого місця для високої віддачі. Це, од-
нак, потенційна можливість легалізації як грошей, 
отриманих від злочинної діяльності, так і в результаті 
схем відмивання грошей, здійснюваних через комер-
ційні банки. Метою даного дослідження є визначення 
ролі комерційних банків як механізму відмивання гро-
шей шляхом подання їх невід'ємних характеристик в 
рамках Спеціального закону про боротьбу з відмиван-
ням грошей і оцінки їх важливості в якості постійного 
контролю та контролю за дотриманням застосовних 
стандартів проти вищевказаних злочинів.  

Ключові слова: комерційні банки, відмивання 
грошей, кримінальні схеми. 

 
Димитрова Т. Коммерческие банки в схемах 

уголовных денег 
В современном мире глобализация дает возмож-

ность экономическим агентам осуществлять свобод-
ное трансграничное перемещение финансовых ресур-
сов и через банковскую систему без каких-либо осо-
бых препятствий и в поисках благоприятного места 
для высокой отдачи. Это, однако, потенциальная воз-
можность легализации как денег, полученных от пре-
ступной деятельности, так и в результате схем отмыва- 
ния денег, осуществляемых через коммерческие банки.  
 
 
 
 

Целью данного исследования является определение 
роли коммерческих банков в качестве механизма от- 
мывания денег путем представления их неотъемлемых 
характеристик в рамках Специального закона о борьбе 
с отмыванием денег и оценки их важности в качестве 
постоянного контроля и контроля за соблюдением 
применимых стандартов против вышеуказанных пре-
ступлений. 

Ключевые слова: коммерческие банки, отмывание 
денег, уголовные схемы. 

 
Dimitrova Т. Commercial banks in criminal 

money laundering schemes 
In today's world, globalization provides an oppor-

tunity for economic agents to carry out free cross-border 
movement of financial resources, and through the banking 
system, without any particular obstacles and in search of a 
favorable location for high returns. This, however, is a po-
tential opportunity and the money obtained from criminal 
activity to obtain legal origin through established money 
laundering schemes implemented through commercial 
banks. The purpose of this study is to outline the role of 
commercial banks as a money laundering mechanism by 
presenting their inherent characteristics within the scope of 
the Special Money Laundering Act1 (LMML) and to assess 
their importance as a permanent monitoring and control of 
compliance with the applicable standards against the above 
crimes. 

Keywords: commercial banks, money laundering, 
criminal schemes. 
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1 See Law on Measures Against Money Laundering (last amended 01.01.2017) 
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EFFECTIVE IMPLEMENTATION OF FINANCIAL DECENTRALIZATION  
AT THE LOCAL LEVEL 

 
Problem statement. For today priority direction of 

development of the democratic state is providing of in-
crease of level of prosperity of every separate citizen. 
According to experience of the developed European 
ones countries, achievement of this aim it is possible 
only at the terms of quality state administration that 
strengthens democratic institutes, will liquidate inequa- 
lity of possibility of access to the public benefits, im-
proves quality and standard of living of population pub-
lic services. Accordingly, by the vector of reforms in 
Ukraine, in this direction, the processes of financial de-
centralization became as the most effective form of or-
ganization of management public money, that answers 
both the new system of economic relations, built on mar-
ket principles, and processes of democratization of all 
spheres of vital functions of society all-round.  

Analysis of recent research and publications. 
The problems of implementation of the policy of finan-
cial decentralization were devoted to such leading 
Ukrainian scientists as: Bondaruk T.G. [1], Derkach 
M.I. [2], Lyashenko V.I. [3], Kirilenko O.P. [4], 
Kravchenko V.I. At the same time, there is a certain 
fragmentation of research into the problems of theoreti-
cal, evolutionary aspects of financial decentralization, 
budget federalism in the context of territorial develop-
ment. 

The aim of the article is an analysis of the process 
of establishing financial decentralization in Ukraine and 
an assessment of the effectiveness of the implementa-
tion of the policy of financial decentralization at the lo-
cal level. 

Presenting the main material.  The development 
of Ukraine as an independent state with European values 
requires the improvement of the quality of public ad-
ministration in various spheres of economic policy, the 
formation of effective local self-government on the ba-
sis of decentralization of power and budgetary system. 
Modern institutions of decentralized management, as in-
ternational experience shows, provide better perfor-
mance of state functions and more efficient provision of 
public goods and services. Financial decentralization is 
one of the fundamental conditions for the independence 
and viability of local authorities, since the decentraliza-
tion of decision-making processes increases the oppor-
tunities for local authorities to develop their own terri-
tory, promotes effective provision of public services 

through more thorough coordination of government ex-
penditures with the most urgent local needs. 

The significance of financial decentralization lies 
in the fact that it enables to balance the mechanisms of 
providing public services with the needs and preferences 
of local communities and residents, increases the level 
of responsibility of local authorities for fulfilling the re-
spective functions and the degree of efficiency of the 
state sector activity in general through the introduction 
of con currencies 

The policy of financial decentralization in Ukraine 
has undergone several stages of implementation, each of 
which has its own peculiarities. 

The first stage of the formation of the policy of fi-
nancial decentralization took place in the period from 
1991 to 2001. During this period, prerequisites for the 
development of the principles of decentralization, the 
introduction of the so-called fiscal federalism were cre-
ated, as the constitutional provisions foresee the delimi-
tation and independence of the state and local budgets, 
as well as the financial and material base of local self-
government bodies. In addition, Art. 132 of the Consti-
tution of Ukraine was consolidated decentralization as 
one of the principles of the exercise of state power [5]. 

The next stage of implementation of the policy of 
financial decentralization in Ukraine lasted from 2001-
2010. The most significant step towards financial decen-
tralization was the adoption in 2001 of the Budget Code 
of Ukraine. The authors of the Budget Code believed 
that, with its adoption, local budgets would become in-
dependent and receive projected income, and local self-
government bodies would be interested in developing 
the economy of their territories and regions, expanding 
the tax base of local budgets. However, these budgetary 
decentralization efforts did not provide the expected re-
sults: there was no clear understanding at the time of the 
very theory of budget decentralization itself, the possi-
bility of a number of problems was not taken into ac-
count. 

The third phase lasted from 2010 to 2014. One of 
the priority directions of reform in this period was the 
reform of the intergovernmental fiscal relations and the 
tax system, which resulted in the adoption of the new 
edition of the Budget Code of Ukraine and the Tax Code 
of Ukraine. 
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The new version of the Budget Code of Ukraine 
was aimed at bringing the provisions of certain articles 
of the code in line with the Constitution of Ukraine and 
the Law of Ukraine "On Local Self-Government in 
Ukraine".  This improvement should lay the foundations 
for improving the quality of management of budget 
funds, democratization and decentralization of financial 
resources, acculturated in local budgets. And with the 
adoption of the Tax Code of Ukraine, a long-awaited 
step towards optimization of the Institute of Local  
Taxation in Ukraine was made. 

The fourth stage of the development of financial 
decentralization in Ukraine began at the end of 2014. It 
is from this moment that reforms in the sphere of local 
self-government of Ukraine are among the priorities of 
the government, among which the most significant was 
the adoption of the Concept for the reform of local self-
government and the territorial organization of power in 
Ukraine. The concept defines the directions, mecha-
nisms and timing of the formation of effective local self-
government and territorial organization of power for 
creation and maintenance of a full-fledged living envi-
ronment for citizens, providing high-quality and acces-
sible services, meeting the interests of citizens in all 
spheres of life [6]. 

Substantial changes in the budget and tax legisla-
tion have already taken place and entered into force in 
2015. In particular, local budgets from the state budget 
have been charged for the provision of other administra-
tive services and state fees. Revenues to the General 

Fund have been expanded by transferring from the spe-
cial fund the environmental tax, the single tax and real 
estate tax, which used to be sources of budget develop-
ment. Also, changes relate to the consolidation of stable 
sources of local budgets, namely, personal income tax 
on new standards and corporate income tax, the inclu-
sion in the local budgets of a tax on the sale of excisable 
goods at a rate of 5% of the value of the goods sold, and 
an increase in the percentage of environmental tax. The 
changes made allowed local budgets to use funds for dif-
ferent purposes, and not only for capital expenditures. 
Since 2015, local budgets have received new types of 
transfers, such as educational subvention, a subvention 
for the training of labor cadres and a medical subven-
tion. 

Changes in tax and budget legislation have affected 
the state of local budget revenues in Ukraine (excluding 
official transfers), which decreased to 6.1% of GDP in 
2015 compared to 6.5-7.2% in 2011-2014. Due to trans-
fers from the state budget to local government duties (at 
the place of commission and issuance of documents) 
and fees for providing certain types of administrative 
services, non-tax revenues from local budgets increased 
to 1.02% of GDP compared to 0.78% in 2014 [7]. 

Income based on intergovernmental transfers 
amounted to 14.87% of GDP, roughly equivalent to the 
2014 figure (14.79%), but lower than the corresponding 
figures for 2012-2013, when they exceeded 15% of 
GDP (table 1).  

 

Table 1 
Revenues of local budgets of Ukraine during 2011-2015,% of GDP 

[it is improved the authors on the basis of source 7] 

Indicator 
Years 

2011 2012 2013 2014 2015 
Tax revenues, including: 5,61 6,08 6,27 5,57 4,96 
Income tax 4,15 4,33 4,44 3,99 2,77 
Income tax for private enterprises 0,00 0,00 0,00 0,00 0,12 
Tax on immovable property other than land 0,00 0,00 0,00 0,00 0,04 
Parking fees for vehicles 0,004 0,005 0,004 0,004 0,003 
Tourist tax 0,002 0,003 0,003 0,002 0,002 
Single tax 0,15 0,34 0,46 0,47 0,55 
Fee for the conduct of certain types of entrepreneurial activity 0,03 0,04 0,04 0,03 0,00 
Fee for land 0,82 0,89 0,88 0,77 0,75 
Excise tax on sales of excisable goods by business entities 0,00 0,00 0,00 0,00 0,39 
Ecological tax 0,09 0,11 0,11 0,08 0,08 
Non-tax revenues, including: 0,84 0,90 0,83 0,78 1,02 
Own receipts of budgetary institutions 0,63 0,67 0,61 0,61 0,77 
Income without official transfers 6,66 7,14 7,23 6,45 6,09 
Official transfers 7,29 8,82 7,96 8,34 8,79 
Income based on official transfers 13,94 15,96 15,19 14,79 14,87 
Official transfers 7,29 8,82 7,96 8,34 8,79 

 

The share of tax revenues in total local budget re- 
venues declined to 33.4% in 2015, compared with 
37.7% in 2014 and 40.3% in 2011. This is due to a de-
crease in the inflow of PIT to local budgets as a result of 

a 25% tax transfer to the state budget. If in 2011-2014 
the local budget revenues from the PIT amounted to 4.0-
4.4% of GDP, then in 2015 they decreased to 2.8% of 
GDP [7].  
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Tangible source of revenues to local budgets was 
the excise tax on the sale of excisable goods by business 
entities – about 8 billion UAH. (0.39% of GDP), or 7.8% 
of tax revenues of local budgets. Transport tax and real 
estate tax, other than land, provided less than 0.5% of 
local budget revenues.  

Consequently, changes in the formation of local 
budgets and intergovernmental relations in 2015 were, 
first of all, prerequisites for ensuring the functioning of 
the budgetary system of Ukraine in a special period, ra-
ther than a step towards fiscal decentralization. An im-
portant component of the full development of Ukraine 
in the conditions of financial decentralization is the for-
mation of financially-secured local self-government 
bodies, that is, stable and sufficient sources of their fill-
ing in order to effectively carry out delegated, trans-
ferred to their places and their own powers on the one 

hand and operational solution of socio-economic prob-
lems at the level territorial community - on the other. In 
almost every country, local budgets are the most numer-
ous link in the budget system. In Ukraine there are more 
than 10 thousand local budgets. Up to the reform of local 
self-government, more than 70% of resources were con-
centrated in the state budget, the rest – more than 20% – 
in local budgets [8]. 

Starting from 2014 (fig. 1), a gradual increase in 
the share of local budgets in the consolidated budget 
(from 37.5% in 2014 to 49.3% in 2017) is observed, 
which directly indicates the strengthening of the finan-
cial base of local self-government bodies and is, in our 
opinion, a direct consequence of the implementation of 
the Concept of Local Self-Government Reform and the 
Territorial Organization of Power in Ukraine, approved 
on April 1, 2014. 

 
Fig. 1. Dynamics of the share of local budgets (with transfers) in the consolidated budget  

of Ukraine for 2013 - 2017,% [it is improved the authors on the basis of source 8] 
 
The Law of Ukraine "On Local Self-Government 

in Ukraine" stipulates that "local budgets should be suf-
ficient for the implementation of the OMCs granted by 
law to them and provide residents of the communities 
with high-quality public services" [9]. As already noted, 
in the context of the analysis of the impact of decentra- 
lization processes on the local budgets of Ukraine, a 
great deal of attention is paid to the issues and problems 
related to the formation of their revenue side and the 
search and implementation of reserves for its filling. 

The study of actual revenues of the general fund of 
local budgets of Ukraine during 2013-2017 showed a 
significant increase in the total volume of their income. 
By 2014, the increase was an average of 4%. With the 
start of reforms, the situation changed dramatically: the 
amount of revenues to local budgets in 2016 amounted 
to 241.3 billion UAH, which is 24.5% more than in 2015 
and 49.3% less than in 2017. In addition, if the bulk of 

the revenues of the general fund of local budgets during 
the years 2013-2015 were carried by transfers, then from 
2016 the share of transfers was just over 30%, and the 
main weight in budget revenues began to occupy own 
resources (more than 60%), the volume of which from 
the moment of realization of the reform has increased 
almost 2.5 times (from UAH 68.6 billion in 2014 to 
UAH 170.7 billion in 2017) (fig. 2).  

Also, convincing evidence of the effective impact 
of financial decentralization on local government bud- 
gets in Ukraine is to reduce their share of subsidies for 
the period under study (from 96.3% in 2014 to 72.5% in 
2017) and the amount and amount of loans granted by 
the Treasury to cover temporary cash breakdowns (from 
UAH 28.1 billion in 2014 to UAH 0.1 billion in 2017), 
indicating that local budgets have been able to improve 
their solvency since the adoption of the local self-go- 
vernment reform. 
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Fig. 2. Dynamics of own resources of local budgets for 2013-2017, UAH billions 

[it is improved the authors on the basis of source 10] 
 
At the same time, it should be noted that a signifi-

cant increase in public support for community develop-
ment and infrastructure development (Fig. 3), which is 
another positive consequence of fiscal decentralization, 
and, directly, a step from the budgets of "eating" to the 
budgets of development. As of August 1, 2017, the total 
budget support to local authorities for the development 
of territorial communities and the development of their 

infrastructure amounted to 14.9 billion UAH, which is 
more than 30 times, compared with 2014 (0.5 billion 
UAH). For these funds, 5904 local and regional deve- 
lopment projects were implemented, and 523 local go- 
vernments received funding for socio-economic deve- 
lopment projects [8], which enabled them, with the sup-
port of the country's leading resources, to implement 
their own development strategies. 

 

 
Fig. 3. The dynamics of state support for community development and infrastructure development  

for 2014-2017, UAH billions [it is improved the authors on the basis of source 11] 
 

Thus, the study of the impact of financial decen-
tralization on local budgets of Ukraine has shown sig-
nificant positive developments in the system of local 
self-government in the country. Apart from the fact that 
municipalities have become more independent and self-
sufficient through reform, they have come up with seri-
ous funds (due to increased own revenues) that they are 
absolutely calm, without any indication from the center, 
that they can use for the needs and development of the 

community, which, of course, is one of the significant 
benefits of financial decentralization. In the process of 
financial decentralization it is necessary to eliminate the 
main shortcomings of the formation of local budgets of 
Ukraine in order not only to increase the autonomy of 
local authorities but, above all, to create conditions for 
ensuring the responsible execution of the functions of 
public authorities by local authorities, maximizing the 
benefits of the benefits and the interests of citizens in 
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relation to local public goods and services, the effective 
use of budgetary resources, and thereby create condi-
tions for increasing social welfare. 

The first issue to be solved in the process of finan-
cial decentralization is the question of which functions 
of the state (state in the broad sense as a set of bodies of 
general government) are more cost-efficiently imple-
mented centrally, and which is decentralized. 

The next component of financial decentralization 
is the clear legal separation of the functional powers of 
the central and local authorities, as well as in the system 
of local self-government bodies, which should define 
the areas of exclusive powers of local self-government 
bodies and eliminate duplication of functions of central 
and local authorities. 

Modernization of the budgetary system of Ukraine 
on the principles of decentralization requires the transi-
tion to a new paradigm of state administration, based not 
on the opposition of authorities of different levels, but 
on a clear division of powers between state authorities 
and local self-government. Undoubtedly, the distribu-
tion of powers for the provision of public goods and the 
adoption of appropriate budgetary decisions is ulti-
mately a political decision, but for the effective func-
tioning of the budget system it is necessary that such a 
division be based on economic criteria. 

Conclusions. Taking into account the current po-
litical situation and the process aimed at consolidation 
of all branches of power in order to carry out first-rate 
reforms, it is expedient to establish a system of institu-
tions that can not only ensure the coordination of politi-
cal positions on the reform of local self-government, but 
also carry out functions of monitoring, ongoing control, 
information and methodological support the entire com-
plex of measures aimed at modernizing the modern sys-
tem of local self-government in Ukraine. 

Based on the analysis, it can be concluded that in 
Ukraine, which seeks to become a democratic state, the 
urgent need for further implementation of the policy of 
financial decentralization, which is one of the forms of 
decentralization, has become acutely over. This is due 
to the fact that the specifics of the organization of finan-
cial decentralization are more in line with the political, 
administrative and economic conditions that have deve- 
loped in Ukraine. 

Consequently, the further implementation of the 
policy of financial decentralization should include real 
budget and tax reforms, which in turn should correlate 
with the reform of the institution of local self-govern-
ment and the administrative-territorial structure of the 
country, which will increase the level of financial inde-
pendence of local self-government bodies. 
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Касьянюк С. В., Мішура В. Б. Ефективність ре-

алізації фінансової децентралізації на місцевому 
рівні. 

Ринкові перетворення, що відбуваються в 
Україні, потребують нових підходів до формування 
державної політики регіонального розвитку та рефор-
мування місцевого самоврядування. У статті здійснено 
аналіз етапів політики фінансової децентралізації в 

Україні, визначено основні досягнення кожного з ета-
пів. Виокремлено актуальні теоретичні і практичні 
проблеми фінансової децентралізації. Проаналізовано 
динаміку доходів місцевих бюджетів на основі остан-
ніх змін бюджетного та податкового законодавства. 
Акцентовано увагу на реформі фінансової децен-
тралізації як однієї з ключових реформ, що дасть змогу 
побудувати сучасну систему управління державою  
і створить умови для розвитку громадянського су- 
спільства. 

Ключові слова: децентралізація, фінансова децен-
тралізація, державний бюджет, місцеве самовряду-
вання, місцеві бюджети, доходи місцевих бюджетів. 

 
Касьянюк С. В., Мишура В. Б. Эффективность 

реализации финансовой децентрализации на мест-
ном уровне 

Рыночные преобразования, которые происходят в 
Украине, нуждаются в новых подходах к формирова-
нию государственной политики регионального разви-
тия и реформирования местного самоуправления. В 
статье осуществлен анализ этапов политики финансо-
вой децентрализации в Украине, определены основные 
достижения каждого из этапов. Выделены актуальные 
теоретические и практические проблемы финансовой 
децентрализации. Проанализирована динамика дохо-
дов местных бюджетов на основе последних измене-
ний бюджетного и налогового законодательства. Ак-
центировано внимание на реформе финансовой децен-
трализации как одной из ключевых реформ, которая 
даст возможность построить современную систему 
управления государством и создаст условия для разви-
тия гражданского общества. 

Ключевые слова: децентрализация, финансовая 
децентрализация, государственный бюджет, местное 
самоуправление, местные бюджеты, доходы местных 
бюджетов. 

 
Kasianiuk S., Mishura V. Effective implementa-

tion of financial decentralization at the local level  
Market transformations that occur in Ukraine need 

new approaches to the formation of a state policy of re-
gional development and the reform of local self-govern-
ment. The article analyzes the stages of the financial de-
centralization policy in Ukraine, identifies the main 
achievements of each stage. The actual theoretical and 
practical problems of financial decentralization are high-
lighted. The dynamics of incomes of local budgets based 
on recent changes in budget and tax legislation is analyzed. 
Attention is focused on the reform of financial decentrali-
zation as one of the key reforms that will enable to build a 
modern system of government and create conditions for the 
development of civil society. 

Keywords: decentralization, financial decentraliza-
tion, state budget, local government, local budgets, in-
comes of local budgets. 
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INVESTIGATION OF THE STATE OF INVESTMENT SUPPORT  
OF SUSTAINABLE DEVELOPMENT OF THE LEADING BRANCHES  

OF THE NATIONAL ECONOMY OF UKRAINE. 
 
Statement of the problem. Today, with the view 

to activation of the integration processes, the question of 
providing steady development of the society and competi-
tiveness of the country in the world system of menage ac-
quires the greater importance. 

According to the strategy of steady development 
«Ukraine – 2020» [1], integration into the political and 
economic structures of the European Union a priority di-
rection for Ukraine. The agreement about association bet-
ween Ukraine and the EU foresees realization of the sys-
tematical socio-economic reforms, aimed at democratic 
development, economic welfare and strengthening of the 
safety of this country as bases of increase of the national 
economical stability and implementation of the require-
ments necessary for Ukraine to acquire the EU member-
ship. Therefore, special significance, is paid to the ques-
tions of attraction of investments in the country for 
providing steady development its leading industries [2]. 

Analysis of the latest researches and publica-
tions. Leading scientists, economists and researchers of 
steady development concept, pay considerable attention to 
the study of conditions of providing steady development 
on different hierarchical levels. Basic theoretical develop-
ments on the questions providing steady development were 
defined in the works of the foreign and our national scien-
tists: G. Atkinson [3; 4], K. Hamilton [5], G. Dailey [6; 7], 
S. Burlutskaya [8, 9], J. Hicks, M. Friedman, Solow,  
D. Meadows [10], M. Zgurovsky [11], M. Khvesika [12]. 
At the same time, the questions related to determination of 
the problems and obstacles on the way of providing steady 
development and possibilities for their overcoming yet re-
main unsolved. 

The objective of the article – to clarify the matter 
of contemporary state, prospects and drawbacks for further 
securing of steady development of the country, on the ba-
ses of studying the place of Ukraine in the world ranks, 
the level and dynamics of investments and the state of the 
economic development of leading sectors of the national 
economy. 

Main results of the research. The National eco- 
nomy of Ukraine, with its enormous economic and natural 
resource potential (5% of natural resources in the world), 
from the times of the USSR was oriented at the develop-
ment of mainly raw material industries, without paying suf- 

ficient attention to the ecology-directed technologies, and 
now (except for foreign threats and substantial internal 
problems) is forced to solve the question of decreasing the 
rate of environmental contamination, and dependence on 
prices for power supplies and raw materials. 

Intercorrelation between the investments and eco-
nomic processes at the macroeconomic level has double-
sided character. The state of forming investment re-
sources is carried out depending on the indices of eco-
nomic activity in the country, and distribution of invest-
ments provides changes in the state of economy of the 
country as well as in development of ecological and so-
cial processes [12]. 

The formation and state of investment attraction in 
the country are primarily influenced by changes in its eco- 
nomy, political state and other factors, that form perception 
of Ukraine in comparison with other countries of the world, 
which finds reflection in the world countries rating on dif-
ferent indicators (Fig. 1), namely: Investment Attractive-
ness Index, Global Competitiveness Index, Index of 
Economic Freedom, Index Ease of doing Business. To 
the factors, that have influenced Ukraine’s positions in 
the inter national rating in the utmost degree, one should 
ascribe corruption, political instability, inflation, state 
government inefficiency with regard to defending inves-
tors’ interests and attraction of international investments 
programs. The same investments that were successfully 
directed in the real economy sector are playing a consi- 
derable part in the development of economic processes 
of the major branches of the national economy [14] 
(Fig. 2 – Fig. 4). 

The result of analysis of investment volume in fo- 
restry, fishery and agriculture and output  volume in this 
industry has shown that, in spite of the fact that  there is 
a tendency of decline in investment volume in these in-
dustries throughout 2015-2016, the volumes of realized 
output grew considerably in 2016 as compared to those 
in 2014 (88,7%, 189 716 million UAH), at the same 
time, in the branch of wholesale and retail trade it is ob-
vious that volume investment in 2015 went down as 
compared to  2014 and diminished by 1,560,3 million 
USD (to 22,9%), and the volume of the realized output, 
on the contrary, increased by 756,000,4 million UAH (to 
46,4%).  
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Fig. 1. Position of Ukraine in the world according to the basic indices of the international rating 

Source: authoring on the basis of analyzing statistics and analytical materials [12-21].  
 

 
Fig. 2. Dynamics investments volume and realization of output in agriculture, forestry and fishery. 

Source: authoring on the basis of processing statistical data [14]. 
 

Conclusions and prospects of further re-
searches. On the basis of the conducted research into 
distribution of investments it is set that the most invested 
industries over the last years in the country have been 
agriculture, industry and wholesale, which allows these 
industries to renew productive funds, inculcate modern 
resource-saving technologies, keep and create addi-
tional workplaces and retain skilled potential.  

It is worth to agree with the opinion of experts of the 
Ukrainian office networks of "BDO" who consider that de-
cisive reforms that will provide the height of GDP at least 
10% annually are needed for the improvement of invest- 

ment attractiveness of the country. It is impossible without 
de-shadowing of the economy and forming favorable re- 
gulation investment environment [23].  

Also, for improvement of the given situation, one 
should take into account and inculcate all possible 
measures for attracting investments into development of 
national economy of Ukraine. Based on the data [22; 23; 
24], it is necessary:  

1) to work out long-term strategy of attracting foreign 
capital in the economy of Ukraine and its separate regions, 
taking into account the political and economic features of 
development of the state at modern stage;  

89
82

73
84 76 79 85 81

147 149 152
137

112
96

83
80

162 164 163 161
155

162 162 166

2,57 3,28 2,18 2,12 1,87 2,57 2,85 3,03
0

20

40

60

80

100

120

140

160

180

2010-2011 2011-2012 2012-2013 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018

Ukraine's position in international ratings

Global Competitiveness Index Index of business

Index of Economic Freedom Index Ease of Doing Business

669,2
719,5 725,3 717,8

776,9

617

502,2

621,9

99891,4
126961,2

162611,1
161130,3

213929,8

362310

403645,8

467704,8

$0,00

$100,00

$200,00

$300,00

$400,00

$500,00

$600,00

$700,00

$800,00

$900,00

0,00₴

50 000,00₴

100 000,00₴

150 000,00₴

200 000,00₴

250 000,00₴

300 000,00₴

350 000,00₴

400 000,00₴

450 000,00₴

500 000,00₴

2010 2011 2012 2013 2014 2015 2016 2017

The volume of investments in agriculture, forestry and fishery 
and the volume of output in the industry

Investment volume
(millions of USD)

Volume of sold
products(millions of UAH)



О. Latysheva, Ye. Chemerys 

96 
Економічний вісник Донбасу № 4(54), 2018 

 
Fig. 3. Dynamics of investment volume and realization of output in industry 

Source: authoring on the basis of statistical data analysis [14]. 
 

 
Fig. 4. Dynamics of investment volume and output realization in trade 

Source: authoring on the basis of statistical data analysis [14]. 
 
2) to work out national and regional plans of increas-

ing investment attractiveness of Ukraine and its adminis- 
trative-territorial units taking into account the current rat-
ing of investment attractiveness.  

3) to create a flexible tax policy (tax deductions for 
foreign investors, diminishing custom collections on im-
port of some types of commodities);   

4) to stabilize the banking system; 
5) to stabilize the political situation in the country;  
6) to perfect a legal base; to perfect a legislation in 

relation to the fight against corruption; 
7) to shorten the amount of different permissive do- 

cuments and concordances in the field of business. 

For this reason, the subject-matter of our further re-
searches at branch level in the future must be directed at 
research of the state of investment transformations in 
Ukraine that is conditioned by the necessity of introduc-
tion to the country the Strategy of steady development 
and, in turn, is defined by the factors of internal and ex-
ternal character, namely:  

– "...in Ukraine as a result of prevailing over many 
years of resource-consuming and power-hungry indus-
tries and technologies, raw material orientation of ex-
port and excessive concentration of production such as 
structure of management development was formed in in- 
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dustrial regions, which on the whole is ineffective and 
ecologically dangerous;  

– the level of economic development and welfare 
of population does not answer the scientific and tech-
nical, agricultural and industrial self-potential of 
Ukraine and qualification-and-educational level of po- 
pulation, to social, historical and cultural traditions of 
the Ukrainian people;  

– Ukraine has international obligations in relation 
to steady development, certain strategic documents of  
the UNO; on the basis of introduction of innovative 
transformations to Ukraine in the direction of steady de-
velopment, there is the Agreement about association  
between Ukraine and the European Union; in the ratified 
strategy national, branch and regional documents the 
aims and tasks of steady development are represented 
not to a full degree; the Ukrainian scientists have pre-
pared the scientific ground for transition of Ukraine to 
steady development, and corresponding public support 
of this process has been formed [25]. 
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Латишева О. В., Чемерис Є. Т. Дослідження 
стану інвестиційного забезпечення  сталого роз- 
витку  провідних галузей національної економіки 
України 

Стаття присвячена аналізу стану і специфіки роз-
витку провідних галузей національної економіки Укра-
їни. Досліджено зміни позиції України у світі за ос- 
новними показниками міжнародних рейтингів, а саме: 
індексу інвестиційної привабливості, індексу глобаль-
ної конкурентоспроможності, індексу економічної сво-
боди, індексу рівня легкості ведення бізнесу. В статті 
встановлено, які чинники найбільшою мірою впли-
нули на погіршення позицій України у міжнародних 
рейтингах. До чинників, які найбільшою мірою впли-
нули на погіршення позицій України у міжнародних 
рейтингах, треба віднести корупцію, політичну неста-
більність, інфляцію, неефективність державної полі-
тики щодо захищення інтересів інвесторів та програм 
залучення міжнародних інвестицій. У статті проаналі-
зовано у динаміці особливості розподілу інвестицій 
провідних галузей національної економіки та їх вплив 
на обсяги реалізації продукції на галузевому рівні. Ви-
явлено основні проблеми залучення інвестицій для 
сталого розвитку галузей національної економіки Ук-
раїни. В процесі дослідження було встановлено, що ті 
ж інвестиції, які вдалося спрямувати у реальний сектор 
економіки, відіграють значну роль у розвитку еконо- 
мічних процесів основних галузей економіки країни. 
Виділено основні чинники внутрішнього і зовнішнього 
характеру, які  обумовлюють сталий розвиток в країні. 
Запропоновано враховувати та впроваджувати усі  
можливі заходи для залучення інвестицій для подаль-
шого сталого розвитку національної економіки Укра-
їни. 

Ключові слова: показники міжнародних рейтин-
гів, інвестиції, інвестиційне забезпечення, сталий роз-
виток, чинники сталого розвитку, провідні галузі на- 
ціональної економіки.   

 
Латышева Е. В., Чемерис Е. Т. Исследование 

состояния инвестиционного обеспечения устойчи-
вого развития ведущих отраслей национальной 
экономики Украины 

Статья посвящена анализу состояния и специ-
фики развития ведущих отраслей национальной эконо-
мики Украины. Исследованы изменения позиции Ук-
раины в мире по основным показателям международ-
ных рейтингов, а именно: индекса инвестиционной 
привлекательности, индекса глобальной конкуренто- 
способности, индекса экономической свободы, ин- 
декса уровня легкости ведения бизнеса. В статье уста-
новлено, какие факторы в наибольшей степени пов-
лияли на ухудшение позиций Украины в международ-
ных рейтингах. К факторам, которые в наибольшей 
степени повлияли на ухудшение позиций Украины в 
международных рейтингах, надо отнести коррупцию, 
политическую нестабильность, инфляцию, неэффек- 
тивность государственной политики по защите интере-
сов инвесторов и программ привлечения международ-
ных инвестиций. В статье проанализированы в дина- 
 
 

мике особенности распределения инвестиций ведущих 
отраслей национальной экономики и их влияние на 
объемы реализации продукции на отраслевом уровне. 
Выявлены основные проблемы привлечения инвести-
ций для устойчивого развития отраслей национальной 
экономики Украины. В ходе исследования было уста-
новлено, что те же инвестиции, которые удалось на-
править в реальный сектор экономики, играют значи-
тельную роль в развитии экономических процессов ос-
новных отраслей экономики страны. Выделены основ-
ные факторы внутреннего и внешнего характера, ко-
торые обусловливают устойчивое развитие в стране. 
Предложено учитывать и внедрять все возможные 
меры для привлечения инвестиций для дальнейшего 
устойчивого развития национальной экономики Укра-
ины. 

Ключевые слова: показатели международных рей-
тингов, инвестиции, инвестиционное обеспечение, 
устойчивое развитие, факторы устойчивого развития, 
ведущие отрасли национальной экономики. 

 
Latysheva O., Chemeris Ye. Investigation of the 

state of investment support of sustainable development 
of the leading branches of the national economy of 
Ukraine 

The article is devoted to the analysis of the state and 
specifics of the development of the leading branches of the 
national economy of Ukraine. The changes of the position 
of Ukraine in the world according to the main indicators of 
international ratings are investigated, namely: the index of 
investment attractiveness, the index of global competitive-
ness, the index of economic freedom, the index of the level 
of ease of doing business. 

The article identifies the factors that most affected the 
deterioration of Ukraine's position in international ratings. 
Among the factors that have had the greatest impact on the 
deterioration of Ukraine's position in international ratings, 
corruption, political instability, inflation, ineffectiveness of 
the state policy towards investor protection and interna-
tional investment attraction programs should be consi- 
dered. The article analyzes the peculiarities of distribution 
of investments of leading branches of the national economy 
and their impact on the volume of sales at sectoral level. 
The main problems of attraction of investments for sustain-
able development of branches of national economy of 
Ukraine are revealed. In the course of the study, it was 
found that the same investments that were able to direct the 
real sector of the economy play a significant role in the de-
velopment of economic processes of the main sectors of the 
economy. The main factors of internal and external cha- 
racter, which determine the sustainable development in the 
country are highlighted. 

It is proposed to take into account and implement all 
possible measures for attraction of investments for the fur-
ther sustainable development of the national economy of 
Ukraine. 

Keywords: indicators of international ratings, invest-
ments, investment support, sustainable development, fac-
tors of sustainable development, leading branches of na-
tional economy. 
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IMPROVEMENT OF LOGISTIC ACTIVITY IN CONTROL SYSTEM  
AN INDUSTRIAL ENTERPRISE 

 
Problem statement. Modern requirements of the 

competitive environment require industrial enterprises 
to optimize the costs associated with the creation and 
accumulation of stocks, in particular, the synchroniza-
tion of the processes of delivery of material resources 
and finished products in the necessary quantities when 
they need the relevant links of the production system 
and distribution. Due to changes in the environmental 
processes, the operation of industrial enterprises re-
quires the application and introduction of the newest 
methods in their management. At the same time, it is not 
enough to make effective management decisions, to 
strive for the efficiency of conducting business in ge- 
neral. 

This requires an in-depth study of modern manage-
ment practices, in particular, logistics based on tradi-
tional approaches and is a driving element of production 
management and resource management processes. 

Analysis of recent research and publications.  
Significant contributions to the formation, development 
of the theory and methodology of logistics were made 
by representatives of leading foreign and domestic  
scientific schools, such as I. Aksenov, B. Anikin,  
M. Aristarkhova, A. Hadzhinsky [2], O. Deineka,  
L. Dykan, Y. Zadvorny, V. Kopytko, D. Lambert,  
M. Oklander, A. Polyanska, T. Rodkina [1], J. Fern,  
L. Sparks, J. Stoke, L. Frolova and others. 

Despite the emergence of a large number of works 
on logistics, some of the fundamental issues of forming 
the logistic concept of industrial-industrial enterprises 
are researched less well-researched. Most Ukrainian in-
dustrial enterprises at the present stage lack understand-
ing and strategic vision of managing logistics processes 
and do not pay sufficient attention to optimization and 
improvement of these processes, focus on maximizing 
profits in the short-term. 

The aim of the article is the formation of concep-
tual approaches to the improvement of logistical activi-
ties in the management system of an industrial enter-
prise. 

Presenting the main material. The development 
of the economic sectors requires additional reserves for 
expansion of production capacities of enterprises, sto- 
rage, processing and transportation of products and 

goods. It is logistics that allows you to link the economic 
interests of the product manufacturer and its consumer. 
As the emergence and development of new organiza-
tional forms, implementing the processes of movement 
of goods, are becoming increasingly important integra-
tion forms of management and coordination, providing 
logistical processes for the interaction of enterprises-
manufacturers, consumers, intermediaries, warehouses 
and transport [1]. 

 According to the World Bank's 2016 index of lo-
gistics efficiency (LPI), Ukraine ranks 80th among 160 
countries (in 2014 - 61st place). The constituent parts of 
this index are: 116 positions on the indicator of customs 
clearance of goods, 54 - on the timeliness of delivery of 
goods to destinations [3]. The relations that go beyond 
the industrial enterprise are affected by a significant 
number of random environmental factors, which are 
poorly subject to analysis and forecasting, which are in-
terconnected in complex interconnectivity and intercon-
nectivity. The use of logistics in the management pro-
cess of an industrial enterprise should be carried out sys-
tematically. 

 There are four consecutive stages of development 
of logistics systems. The first stage of the development 
of logistics has the following characteristics: enterprises 
work on the basis of the implementation of variable-
daily scheduled tasks; the form of logistics management 
is the least advanced; the scope of the logistics system 
is related only to the organization of the conservation of 
finished products and its transportation. The system  
operates on the principle of direct response to daily fluc-
tuations in demand and problems in the process of pro- 
duct distribution. 

The effectiveness of the logistics system at this 
stage of its development at the enterprise is estimated by 
the amount of the share of transportation costs and other 
operations on distribution of products in the total profit 
of the enterprise [2]. 

At the second stage of development, the control of 
the logistics system extends to such functions as: cus-
tomer service; order processing; preservation of finished 
products at the enterprise; stock management of finished 
products; logistics system work planning. To perform 
these tasks, appropriate computer programs are used, 
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which makes it possible to simplify the process of as-
sessing and substantiating management decisions. 

At the third stage of development, logistics enables 
to control logistics operations – from procurement of 
raw materials to service to the end user of products. Ad-
ditional functions of this stage are: delivery of raw ma-
terials to the enterprise; sales forecasting; production 
planning; extraction or purchase of raw materials; ma- 
nagement of stocks of raw materials or work in progress; 
design of logistics systems [2]. 

The fourth stage of logistics system development is 
similar to the third, but it has one difference. At this 
stage, the processes of planning and controlling logistics 
operations with marketing, sales, production and fi-
nance operations are integrated. 

Such integration contributes to the fact that the op-
posing objectives of different divisions of the enterprise 
are periodically associated, the management of the sys-
tem is carried out on the basis of long-term planning, 
and the work of the system itself is assessed in accor- 
dance with the requirements of international standards 
[2]. 

In order to provide an effective management sys-
tem for an industrial enterprise, it is necessary to have, 
first and foremost, well-thought out concepts of the 
manufacturer, the consumer and the concept of the lo-
gistics system of the enterprise as a whole. 

The formation of conceptual provisions on logistic 
management of sales activities as an important compo- 

nent of the enterprise management system requires a 
certain streamlining of the conceptual apparatus and the 
clarification of the essence and the relationship between 
such concepts as "sales", "marketing activity", "market-
ing logistics", "logistics management". 

The study and systematization of scientific ap-
proaches to the essence of the concept of "sales" from 
the standpoint of logistics management makes it pos- 
sible to consider it not as the final stage of the relation-
ship between the seller and the buyer, and a complex 
process, which includes all operations and a set of 
measures for transportation, storage, storage, develop-
ment, promotion to wholesale and retail trade points, 
pre-sale training and direct sale of goods, taking into ac-
count the location of the manufacturer and consumer. 

 In this approach, the sales activity of the enterprise 
(as a set of measures onproduct sales) and its efficiency 
(as the maximum possible economic effect of the imple-
mentation of the trade agreement at each stage of pro- 
duct promotion) is the result of the coordination of in-
terests and requirements of the manufacturer, interme- 
diaries and consumers [4]. 

It is worth noting that sales activity in the condi-
tions of implementation of the model of logistic ma- 
nagement of the enterprise turns into its most important 
functional component, which determines not only the 
effectiveness of economic activity, but also the pro-
spects for its further development (fig. 1). 

 

The role of sales logistics in the management system of an industrial enterprise 

is a continuation of production activity, not only stores created, but also creates additional consumer value and value of 
goods, thereby increasing its total cost 
 

is aimed at the commercial completion of marketing and management, as well as the real completion of the enterprise's 
production activities; simultaneously reveals, forms and implements not only concrete economic results of its activity, but 
also concrete needs of specific consumers. That is, as one of the most important administrative functions of an industrial 
enterprise, it not only embodies its corporate mission, but also to a certain extent defines it 
 

is one of the sources of creating a competitive advantage both for the product and for the enterprise as a whole 

 
Fig. 1. The role of sales logistics in the enterprise activity 

[formed by the authors on the basis of the source 7] 
 

The main criterion for evaluating the model of lo-
gistics management marketing activities there are new 
opportunities for creating added value and ensuring the 
competitiveness of the enterprise. Effectiveness of lo-
gistics management sales activities determined a combi- 

nation of conditions and factors (internal and external), 
namely: 

1) a system of economic relations, which should be 
evaluated first of all: the current system of relations in 
the field of commodity-money exchange [5; 6]; terms  
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of bringing goods from the manufacturer to consumers; 
a complex of relationships that include legal, commer-
cial and technological operations; conditions for the  
realization of the economic interests of the producer (ob-
taining business profits) on the basis of satisfying the ef-
fective demand of consumers [7, p. 50-60]; 

2) the conditions and possibilities for reconciling 
the interests of the manufacturer and the consumer: the 
reasonableness strategic decisions in the field of sales in 
general and strategies for the sale of a particular product 
to a particular buyer [8], the conditions for maximizing 
the benefits of the sale of a trade for each of the partners 
with the primary consideration of interests and require-
ments of the intermediate or end-user [9]; 

3) the complexity of the enterprise management 
system, taking into account the concept of logistics 
sales, which involves the assessment of such processes: 
the availability and effectiveness of the chosen strategy 
of enterprise management; complexity of procedures 
(actions, operations) promotion of finished products to 
the market for business profit; organization of commo- 
dity exchange of finished products for obtaining busi-
ness profit; 

4) the integrity of the process of logistics manage-
ment marketing activities, which should cover: planning 
volume of sales of goods taking into account the ex-
pected level of profit; search and selection of the best 
supplier partner (buyer); bidding, including price setting 
in accordance with the quality of goods and the intensity 
of demand; Identification and active use of factors  
that can accelerate sales and increase profits from sales 
[10]. 

The effectiveness of the sales activity of an enter-
prise is determined by the aggregate indicators of eco-
nomic activity, which should be evaluated from diffe- 
rent positions of application. Тhe combination of quan-
titative and qualitative criteria and indicators, as well as 
through comparison the received economic result from 
the sales activities of the enterprise with the costs of its 
achievement (labor costs, material costs, other costs) 
and resources used (labor, production facilities, finan-
cial resources). 

Conceptually important, therefore, is the approach 
in which sales activity should be considered as a process 
of organizational and economic operations, which in-
cludes the marketing aspect (research and analysis of 
market conditions, determination of sales volumes, se-
lection and management of distribution channels) and 
the logistic aspect (transportation, warehousing , inven-
tory management, order maintenance) and is carried out 
to achieve economic results from sales of products to 
consumers and create a positive image of the company 
in the market. 

This approach should be the basis for the formation 
of a logistics management system sales activities of the 
enterprise, which is an integral part of the organization 
of production activities of the enterprise. 

In fact, the concept of logistics management is a 
meaningful set of views on the object (fragment) of  
reality, their way of understanding and interpretation. 

At the same time, it is she who acts as a leading 
idea in the system of theoretical and methodological 
knowledge (characteristics, parameters); Organically 
combines and implements cognitive, hermeneutical and 
methodological functions, providing the subject with 
knowledge of the surrounding reality, methods and facts 
of cognition, developing schemes for its interpretation 
and explanation. These concepts are the promotion (pro-
vision) of the industrial and commercial activity of the 
industrial enterprise as a streaming process in order to 
achieve efficiency and competitiveness for enterprises 
that are participants in the supply chain. 

 Accordingly, the concept of logistics is a set of 
special rules and methods for organizing and managing 
the movement of stocks, based on the understanding and 
implementation of this idea. It is logistical concepts for 
business organization that is a paradigm, a guiding idea, 
a platform for business support. The emergence and de-
velopment of logistics concepts are closely related to the 
evolution of business in industrialized countries. But 
scientific discussions about the definition of the essence 
of this derivation are also at the present stage, it is be-
lieved that the concept of logistics is:  

– a system of views on the improvement of eco-
nomic activity through the streamlining of material 
flows; 

– formation of conceptual approaches to the imple-
mentation of economic compromises, that is, the harmo-
nization of economic interests; 

– the way of thinking, the philosophy of activity, 
according to which partial optimization of the logistic 
functions performed together should be avoided by 
identifying the real possibilities for their balance and en-
suring the delivery of the goods "on time" and so on. 

A significant amount of logistic concepts in the 
general approach can be reduced to two general general 
conceptual provisions: 

1) the object of logistics is a certain multi-level 
flow process with variations of combinations of its com-
ponents; 

2) the concept covers a certain system integrity of 
the elements of the streaming process, as well as some 
aspects of its formation and flow. 

The concept of building logistics systems includes 
the following key approaches and directions of research 
when creating or analyzing: a system approach; ac-
counting of total expenses; provision of the necessary 
protocol of service within the framework of the system; 
system efficiency; adaptability; the presence of hetero-
geneous bonds; emergence Fundamental concepts in lo-
gistics are informational, marketing and integral (the 
concept of integrated logistics) (fig. 2). 

It should be noted that the integral concept is the 
development of the essence of the marketing concept, 
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taking into account the current stage of business deve- 
lopment in the country, regarding: Understanding of 
market and logistics mechanisms as interconnected stra- 

tegic elements for providing competitive opportunities 
of the enterprise; integration perspectives of logistic 
partnership, new organizational (structural) relations. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 2. Fundamental concepts of logistics  
[formed by the authors on the basis of sources 1; 2] 

 
Consequently, the clearly conceived concept of lo-

gistics contributes to the appropriate specification of the 
logistics system of a specific industrial and industrial 
enterprise and the selection of the typology of the orga- 
nizational structure of the enterprise logistics (in partic-
ular, when selecting one of the possible, such as frag-
mented logistics processes, centralized logistics (linear 
and expert guidance from the center);, decentralized lo-
gistics directorates, staff structure (expert guidance from 
the center, linear in-situ), logistics as a profit center and 
subsidiary) that will enable the development of alterna-
tive scenarios for such implementation (with further 

analysis and optimal selection) and affect various as-
pects of enterprise management. 

Special technologies due to this choice will serve 
as a tool for the formation of special management influ-
ences on the flow processes of materials and finished 
products of industrial and industrial enterprises, which 
will promote their efficiency, in particular, such as the 
organization of cargo transportation, the optimization of 
the level of warehouse reserves, the control of the sup-
ply chain, compliance with agreements with partners, 
etc., as a consequence, the reduction of losses and costs 
of different types (from transaction to internal produc- 

Fundamental Logistics Concepts 
 

informational 

marketing 
 

integral 

The main idea is to formulate the general problem of man-
aging the material flow of a business object (an industrial 
enterprise in general or a separate functional area: supply, 
production, sales) and simultaneously synthesize infor-
mation and computer security solution to the problem 

 

Emphasizes the attention of the management of the indus-
trial enterprise to the organization of the logistics process to 
increase competition in the market through the adoption of 
optimal solutions in distribution, forecasting demand for 
products, integration of logistics operations and functions 
of physical distribution, a certain restructuring of logistics 
management in the enterprise 

 

Consider logistics as a synthetic management tool inte-
grated with the material flow to achieve business goals. In-
dividual enterprises (firms, organizations) systems are con-
sidered as centers of logistic activity, directly or indirectly 
linked to a single integral process of management of major 
and associated flows for the most complete and qualitative 
satisfaction of demand in accordance with their specific 
needs and business objectives 
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tion) and the cost of finished products, which leads to 
the form Optimal price of sales and corresponding ser-
vice in combination with improving the quality of work 
and optimizing the number of employees, turnover of 
working capital, clarity and literacy of enterprise ma- 
nagement in the period of growth and development to 
provide competitive advantages. 

Conclusions. The modern concept of the activities 
of industrial enterprises requires the active implementa-
tion of the principles, methods, methods of logistics 
management. The advantages of logistics management 
are to ensure the integrity, systematic, integrated ma- 
nagement of resource and information flows, which pro-
vides synchronization of business processes and man-
agement model (planning, organization, motivation, 
control, coordination), creates new opportunities for 
growth of added value and ensuring the competitiveness 
of the enterprise. 

From these positions it is important to take into ac-
count the basic provisions of the formation of logistics 
management sales activities in the management system 
of the enterprise, which plays in its modern development 
is extremely important role and in its content is the con-
tinuation of production activities. 
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Мішура В. Б., Володченко В. В. Удосконалення 

логістичної діяльності в системі управління проми-
словим підприємством 

У статті проведено аналіз формування концепту-
альних положень щодо логістичного управління збуто-
вою діяльністю як важливого складника системи уп-
равління підприємством. Визначено роль логістики 
збуту в діяльності промислового підприємства. Пред-
ставлено фундаментальні концепції логістики. Дове-
дено, що перевагами логістичного управління є забез-
печення інтегрованості, системності, комплексності 
управління ресурсними та інформаційними потоками, 
що забезпечує синхронізацію бізнес-процесів і моделі 
управління (планування, організації, мотивації, кон- 
тролю, координації), створює нові можливості зрос-
тання доданої вартості та забезпечення конкуренто-
спроможності підприємства. 
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Ключові слова: логістика, логістична діяльність, 
збут, промислове підприємство, види економічної дія-
льності, конкурентні переваги, управління збутовою 
діяльністю. 

 
Мишура В. Б., Володченко В. В. Усовершен-

ствование логистической деятельности в системе 
управления промышленным предприятием 

В статье проведен анализ формирования концеп-
туальных положений относительно логистического 
управления сбытовой деятельностью как важной со-
ставной части системы управления предприятием.  
Определена роль логистики сбыта в деятельности про-
мышленного предприятия. Представлены фундамен-
тальные концепции логистики. Доказано, что преиму-
ществами логистического управления является обеспе-
чение интегрированности, системности, комплексно-
сти управления ресурсными и информационными по-
токами, которое обеспечивает синхронизацию бизнес-
процессов и модели управления (планирования, орга-
низации, мотивации, контроля, координации), создает 
новые возможности роста добавленной стоимости и 
обеспечения конкурентоспособности предприятия. 

 
 
 

Ключевые слова: логистика, логистическая дея-
тельность, сбыт, промышленное предприятие, виды 
экономической деятельности, конкурентные преиму-
щества, управление сбытовой деятельностью. 

 
Мishura V., Volodchenko V. Improvement of lo-

gistic activity in control system an industrial enterprise 
In the article the analysis of forming of conceptual 

positions of relatively logistic management is conducted by 
sale activity as to important component part of control sys-
tem by an enterprise. The role of logistic of sale is certain 
in activity of industrial enterprise. Fundamental concep-
tions of logistic are presented. It is well-proven that ad-
vantages of logistic management is providing of integra- 
ting, system, to the management complexity by resource 
and informative streams, that provides synchronization of 
business processes and case (planning, organizations, mo-
tivations, control, co-ordination) frame, creates new possi-
bilities of height of valueadded and providing of competi-
tiveness of enterprise. 

Keywords: logistic, logistic activity, sale, industrial 
enterprise, types of economic activity, competitive edges, 
management by sale activity. 
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MARKETING MIX OF AZERBAIJAN UNESCO MONUMENTS 
 
Introduction. Marketing is a combination of needs 

and demand. Managing marketing mix properly is a cru-
cial task for the marketing professionals. It defines as 
4P; the product, price, promotion and place. Marketing 
mix in the reality is a set of tools by which companies 
reach their targets. Marketing mix is a great way to 
achieve the target market, increase revenue, put the cus-
tomers first and identify the need. Because of service in-
dustry, 4P extended to 7P due to intensive collaboration 
between organizations and customers (Webster, 2002). 
Marketing mix concept become popular by Neil Bordon 
in 1964. Later on McCarthy clustered marketing mix 
into four level and called it 4P’s of marketing. 

This chapter explains how the marketing managers 
keep their work under control with the help of 4P and 
make clear the goal of companies. Furthermore, it is 
helpful to identify the segmentation, which companies 
plan to target.  The main goal is creating the right pro- 
duct, selling the product in the right place, setting the 
right price to the product, creating awareness through 
the right channels and reaching the right customers  
 (Kotler & Armstrong, 2015). 

UNESCO’s statement on the World Decade of 
Culture was aimed at drawing international attention to 
the role of culture in national life, especially in the de-
veloping world. This ambitious project was specifically 
aimed at moving from the existing narrow concept of 
economic development to a broader one when an indi-
vidual becomes the goal and instrument of development. 
The decade was devoted to four main tasks: to place cul-
ture at the center of development; maintain and reinforce 
cultural identities; increase participation in cultural life; 
support international cultural development (UNESCO, 
2018). 

In the case of, UNESCO monuments, the product 
as a component of marketing mix represents the monu-
ments that are mainly focuses on service industry. In this 
case, product or service are the monuments, Maiden 
Tower (twelve century), Gobustan Rock Art Cultural 
Landscape, and The Walled City of Baku with Shir-
vanshah’s Palace, which are included to the heritage of 
UNESCO. Everything begins with the product and ser-
vice; it considers the beginning of all process. The pro- 
duct is broad that includes not only products but also 
services, people, place, business, ideas and so on.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Product concept. Strazdas 2011. 
 
The companies need the efficient marketing plan to 

stay relevant in aggressive market and to create diffe- 
rentiation among competitors. The second “P” is a price, 
which let the marketing professionals set the prices ac- 
cording to their product and service. It is mainly related 
with customer; because the price is the cost, that cus- 

tomer pays for a particular product or service. In the case 
of UNESCO monuments the price should control by the 
government considering the general income of people, 
the price of competitors (other monuments). Goeldner 
(2000) stated that the price should satisfy customers and 
meet profit objectives. Generally, monuments are free 
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of charge. The price may varies depending on monu-
ments. 

Place as a component of marketing mix inform cus-
tomers where sales can be realized. This is a central 
point where product and services meet the customers 
and marketing managers reach the targets. The choice of 
place also based on segmentation, but considering the 
monuments, the situation is different. Marketing ma- 
nagers in those organizations call the people to that des-
tination by attracting with different factors. Heritage 
destination (place) is a history place where everything is 
about past and the past, which enrich the present and fu-
ture (Rogers, 2018).  

The last component of marketing mix (4P) is pro-
motion, which helps marketing managers to communi-
cate with customers in a different way considering the 
segmentation of product and services. The success of 
promotional channels depend on how and which chan-
nels can be used. In order to create awareness about the 
place, marketing managers should consider every tiny 
details in description of that place. Tourists want to be 
aware of amenities and facilities of that destination. Fur-
thermore, marketing managers should control the sig- 
nage in the road, to use the billboards, to check the na- 
vigation system, check the google map, to add map on a 
website of monument etc.  Azerbaijan as a country has 
a great potential to become a heritage destination in the 
world. 

As it is mentioned above, 4 P’s is a short form of 
Marketing Mix (classic model). Mill and Morrison 
stated that additional two P’s included, people and pro-
cess. By the time, it is extended to 7 P’s by including the 
fifth “P “as a “People”, the sixth “P” as a “Process” and 
the seventh “P” as a “Physical Evidence”. See Appx 1. 

Effective marketing solutions for promoting a re-
gional tourist product is based on the knowledge of the 
nature of marketing communications in tourism. Indi-
rect subjects of marketing communications in tourism 
are local people and government officials who are in 
contact with tourists. Tourism depends on the process 
and quality of interaction between the subjects of tou- 
rism activities belonging to different sectoral markets. 
This gives us reason to offer additional marketing com-
munications tools in the marketing mix of a regional 
tourist product and justify the expediency of including 
them in the traditional mix: product marketing solutions, 
price-marketing solutions, distribution marketing solu-
tions, and marketing promotion solutions. Additional 
tools of marketing communications that satisfy the con-
dition of manageability are solutions for the formation 
of partnerships and solutions for ensuring the process of 
interaction between the subjects of marketing commu-
nications, which makes it possible to increase the effec- 
tiveness of the marketing complex in the tourism indus-
try at the industry level. 

In the case of Azerbaijan UNESCO monuments, 
included “P” is people, who are tourists from all over 
the world.  Another” P” is a Physical evidence, which 
refer to environment and facilities needed by organiza-
tions and companies. UNESCO monuments can provide 
customers with needed self -service facilities, infor- 

mation centers, accommodations, and big shopping cen-
ters and so on in order to make destinations interesting.   

Lauterborn (1990) considered that 4 P’s focus on 
marketing of company and proposed 4C, which is fo-
cuses on customers. In the case of Azerbaijan UNESCO 
monuments, the table will be like that. 

 
4P 4C 4P UNESCO 

MONUMENTS 
4C UNESCO 

MONUMENTS 
Product Customer History, Monu-

ments 
Tourists from the 
world 

Place Convenience City center, Go-
bustan region 

Near to the city 
center, lack of 
signage (Go-
bustan) 

Price Cost Affordable, dis-
counts, Price strat-
egy (student price) 

Every detail was 
taken into consid-
eration while cal-
culating cost 
(ticket cost)

Promotion Communication Social Media, In-
ternet, websites 

Channels which 
customers use (In-
ternet, sales 
points, social me-
dia) 

 
Strategic approach to marketing. A good strate-

gic plan helps to reach a target market. Hall and McAr-
thur (1998) argue that there are three main questions in 
a strategic marketing: 

a) Where are we now? 
b) Where do we want to be in the future? 
c) How do we get there? 
These questions help to get a clear vision by ma- 

king strategic marketing plan. It will be very helpful in 
making strategic plan for Azerbaijan UNESCO monu-
ments. According to Heath, developing marketing stra- 
tegies is to transform the current situation into desired 
situation. Strategic marketing plan gives an opportunity 
for marketing managers to evaluate the situation in the 
market, effectiveness of promotion channels, customer 
needs, attract potential customers, to control the ex-
penses and so on. What is more, another way of beco- 
ming popular is a branding. To make the monuments as 
a most visited destination, which directly related with 
branding issues. Branding has become an important in 
marketing today, in terms of image and positioning. In 
branding, the positioning is mainly where the Azerbai-
jan UNESCO monuments stand in the minds of their 
customer. Travel to the center of Baku city is not com-
plete without visiting UNESCO monuments, which are 
Gobustan Rock Art Cultural Landscape, Shirvanshah’s 
Palace and Maiden Tower. Trauer and Ryan (2005) state 
that motivation and engagement of destination have 
been explored. 

In spite of, marketing in comparison with other sci-
ences is young but well developed and it has different 
types. Heritage marketing’s history begins with the birth 
of marketing in North America, 1950.Generally, heri- 
tage is a relationship with the past, and it enhance the 
quality of our life. Heritage providers like other compa-
nies tried to attract customers with different motivation 
programs. Marketing managers thinking of how the he- 
ritage can be marketed. For example, with the help of 
marketing of heritages the people from other countries 
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visiting heritage sites in a growth area can make them 
for long visits and even a desire to stay in that country 
permanently. Research studies shows that 20 % of UK 

people will move to live in another countries on retire-
ment by 2020 (Misiura, 2006). 

 

HERITAGE MARKETING.  
                                     ENVIRONMENTAL FACTORS 
 
 
                                                                                            THE MARKETING MIX 
HERITAGE 
PROVIDERS   
 

                                               THE SEGMENTS IN THE MARKET 
 

Fig. 1. Brief explanation of heritage marketing 
 
Recommendations. The main aim of this work is 

to attract the potential tourists from all over the world, 
in a logical sequence beginning from neighbor coun-
tries. In order to promote the destinations, such as 
UNESCO monuments direct promotion tools are not 
enough. Promotion activities should realize together 
with government, not only Azerbaijan Tourism Agency 
should be responsible for promotion of UNESCO mo- 
numents. Cooperation is the main point to reach the tar-
get. On the other hand, promotion of Azerbaijan 
UNESCO monuments is not the only challenge standing 
in front of government.  

The objectives of the state in the field of museum 
activities are: 

 preparation of the regulatory acts necessary for 
the activities of museums and control over their imple-
mentation; 

 provision of museums with relevant buildings, 
maintenance of museum buildings in proper condition, 
provision of museum objects and collections with secu-
rity equipment and modern technical equipment; 

 conservation and restoration of museum collec-
tions, copying copies of rare samples of museum objects 
in state museums, the allocation of funds necessary for 
the acquisition of objects and collections for museums, 
their scientific use, publishing; 

 research, study and ensure the return to the Re-
public of Azerbaijan of rare museum items and collec-
tions stored in the museums of foreign countries, which 
are the national wealth of the Azerbaijani people; 

 Ensuring the protection of museum funds during 
natural disasters, fires, armed conflicts, wars, and in the 
event of other threats; 

 Allocation of funds for the maintenance, deve- 
lopment, strengthening of the material and technical 
base of museums and the preparation of museum per-
sonnel. 

In all cases of government intervention, regardless 
of which tools are used, the costs of the intervention it-
self must be taken into account. In the case of cultural 
heritage, these costs should include administrative costs 
for the formation of standards, their monitoring and im-
plementation, for the collection and payment of income, 
as well as the cost of compliance with the orders of firms 
and individuals who have to comply with political re-
quirements. However, tourism can be viewed not so 

much as a full-fledged cultural industry, but rather as 
something that uses products from other industries of 
the cultural sector – performing arts, museums and gal-
leries, cultural attractions, etc. At the local or regional 
level, these cultural industries may be strongly associ-
ated with tourism, supplying the tourism industry with a 
range of products and themselves, to a greater or lesser 
extent, dependent on tourists for their economic sur-
vival. The phenomenon of mass tourism, brought about 
by the decline in prices for movement around the world 
and the growth of consumer spending on leisure, has led 
to a large-scale expansion of tourism infrastructures in 
many parts of the world. 

Conclusion. The paper found out that the market-
ing mix plays an important role from the aspect of mar-
keting. Azerbaijan Tourism Agency should cooperate 
with different organizations in order to achieve the tar-
get. Azerbaijan government should control all the pro-
cess. In this case, cooperation with hotels on promoting 
monuments to the tourists will give a positive impact. 
Many websites, which related to the cultural tourism, 
should considered by Azerbaijan Tourism Agency. 
Without a good strategic marketing plan, expecting 
good results is unreal. Azerbaijan UNESCO monuments 
need a clear strategic plan in order to make them one of 
the most visited places in the world. Furthermore, it is 
necessary to create awareness of those historical monu-
ments and tell the story of each monuments to the world. 
Companies’ image, as well as marketing strategy, can 
evaluate based on its marketing mix. 
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Appendix 1 

 
 
      
Гаджиєва Е. Н. Маркетинговий комплекс азер-

байджанських пам'ятників ЮНЕСКО 
Метою даної статті є аналіз маркетингової струк-

тури (4P) пам'ятників ЮНЕСКО в Азербайджані і ви-
значення необхідності отримання більш чіткого ба-
чення майбутньої стратегії. Стаття присвячена марке-
тинговому поєднанню трьох пам'ятників Азербай-
джану, які включені до культурної спадщини 
ЮНЕСКО (Гобустанський заповідник, Дівоча вежа, 
Палац Шірваншахів), щоб дізнатися подробиці 4P.  
Кожна компанія повинна уточнити потреби і вимоги 
клієнтів. У статті показано позитивний вплив ролі 
Marketing Mix в просуванні азербайджанських пам'ят-
ників ЮНЕСКО в світі. Позитивний вплив уряду Азер-
байджану та маркетингу спадщини на просування па-
м'яток ЮНЕСКО є незаперечним фактом. У статті є ба-
гато інноваційних ідей, які ніколи не застосовувалися 
раніше. 

Ключові слова: маркетинговий комплекс, пам'ят-
ники ЮНЕСКО, Азербайджан. 

 
Гаджиева Э. Н. Маркетинговый комплекс 

азербайджанских памятников ЮНЕСКО 
Целью данной статьи является анализ маркетин-

говой структуры (4P) памятников ЮНЕСКО в Азер-
байджане и определение необходимости получения 
более четкого видения будущей стратегии. Статья по-
священа маркетинговому сочетанию трех памятников 
Азербайджана, которые включены в культурное насле-
дие ЮНЕСКО (Гобустанский заповедник, Девичья  
 
 

башня, Дворец Ширваншахов), чтобы узнать подроб-
ности 4P. Каждая компания должна уточнить потреб-
ности и требования клиентов. В статье показано поло-
жительное влияниие роли Marketing Mix в продвиже-
нии азербайджанских памятников ЮНЕСКО в мире. 
Позитивное влияние правительства Азербайджана и 
маркетинга наследия на продвижение памятников 
ЮНЕСКО является неоспоримым фактом. В статье 
есть много инновационных идей, которые никогда не 
применялись раньше. 

Ключевые слова: маркетинговый комплекс, па-
мятники ЮНЕСКО, Азербайджан. 

 
Hajiyeva E. Marketing Mix of Azerbaijan 

UNESCO monuments 
The purpose of this article is to analyze the marketing 

mix (4P) of Azerbaijan UNESCO monuments and identify 
the need in order to get clear vision for future strategy. The 
article focuses on marketing mix of Azerbaijan’s three 
monuments which included to the cultural heritage of 
UNESCO, (Gobustan Reserve, Maiden Tower, Shirva-
hshah Palace) in order to know the details of 4P. Every 
company needs to clarify the customer needs and demands. 
The paper will describe the positive influence and the role 
of Marketing Mix on promoting the Azerbaijan UNESCO 
monuments to the world. The positive impact of Azerbai-
jan Government and Heritage marketing on promoting 
UNESCO monuments is an undeniable fact. The article has 
many innovative ideas that have never applied before.  

Keywords: Marketing mix, UNESCO monuments, 
Azerbaijan. 
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STRATEGIC MAP AS EFFECTIVE INSTRUMENT OF MANAGEMENT  
OF INDUSTRIAL ENTERPRISE HUMAN CAPITAL 

 
Problem statement. Industrial enterprises in mo- 

dern terms feel the sharp shortage of employees that 
own ability to accept independent decisions, by respon-
sibility for quality of the prepared products, creative 
skills, knowledge of modern technologies of business 
and other. All the above enumerated descriptions of em-
ployees present the human capital of enterprise, effec-
tive management has a strategic value that in activity of 
enterprise. A human capital plays a key role all four as-
pects of activity of enterprise, because on a competence 
and skills of workers realization of aims of other con-
stituents depends in the system of strategic development 
of enterprise. Causal and investigative copulas between 
the aims of all constituents in the balanced system of in-
dexes find illuminations in strategic maps, that come 
forward as an interlink between formulation of strategy 
and her embodiment. Strategic maps allow to formed 
dependence between the indexes of individual estima-
tion of workers and complex system of performance of 
enterprise indicators, coming forward as an instrument 
of description of strategic aims of every aspect of acti- 
vity within the framework of the balanced system of in-
dexes [9, p. 178].  

Analysis of recent research and publications. 
First conception of strategic maps was presented by  
R. Kaplan and D. Norton in 1992 in edition Harvard 
Business Review [9]. Strategic maps targeted at the con-
cordance of short-term aims of activity of company with 
her mission and strategy on a long-term prospect by 
means of determination of four basic aspects of activity 
(finances, clients, internal processes, studies and deve- 
lopment). The amount of companies that inculcate stra-
tegic maps in practice of the activity grows in recent 
year. Many companies will use this method of descrip-
tion of strategy under other names and develop the own 
format of map sometimes only that reminds the initial 
model of Kaplan and Norton partly. 

In scientific literature there is an enormous amount 
of different variations on a theme strategic maps and 
their graphic interpretation, but all of them are intended 
for the estimation of efficiency of activity of company 
in intercommunication with general strategy. To the 
models, near enough to methodology of strategic maps 

of Kaplan, Norton, it is possible to take the pyramid of 
activity of company К. Мас-Naira, model of strategic 
maps of L. Мacele and К. of cross-country Race Lynch, 
system ЕР2М К. Roberts and P. Adams, system «Re-
sults and determinats» Fitzgerald and row other [9, 8, 6].  

The aim of the article. Determination of role of 
strategic map is in the management of industrial enter-
prise a human capital.  

Presenting the main material. Foreign experi-
ence of cooperation of worker and organization presents 
practical interest for domestic industrial enterprises, be-
cause today exactly a human capital is the main factor 
of steady development of enterprise. A human capital is 
in a greater degree presented by means of un financial 
indexes (competence of employees, motivated on the 
achievement of aims, degree of satisfaction by job per-
formances and other). Un financial indexes present basis 
of strategic maps of enterprise only in that case, when 
they show a soba the single system of interconnected 
and carefully selected indexes, not numerous, but suffi-
cient for description strategic aims. On fig. 1 presented 
model of strategic maps of Kaplan and Norton. 

As a result of introduction of strategic maps an en-
terprise gets possibility it is not simple to analyze and 
estimate the results of activity for past period, but also 
effectively to manage the activity on the basis of this 
analysis. The competitiveness of enterprises straight de-
pends on ability to do products exactly in time, at mini-
mum price and with exceptional quality. Thus the main 
condition of retaining of present and conquest of new 
clients is severe implementation of contractual obliga-
tions on all celled contracts. It, in turn, requires deve- 
lopment and introduction fundamentally of the new go-
ing near the management of enterprise, knowledge, a 
personnel and capabilities of that today are the basic 
source of increase of cost of enterprise in accordance 
with strategy. Among enterprises, those demonstrate the 
high strategic results of activity, 73% respondents spare 
considerable attention of communication of strategy to 
the employees of enterprise. Among enterprises that 
demonstrate middle or below middle results, 28% 
marked only importance of this direction. 
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Fig. 1. Model of strategic maps Kaplan and Norton [9, p. 237] 

 
Case-insensitive strategy it is impossible to create 

strategic accordance the personnel of enterprise, that 
complicates realization of strategic aims. A strategic 
map assists leading to of information about strategic 
whole enterprises to all her employees. In the total em-
ployees study strategically to think and can bring in own 
ideas and additions in formulation of mission and stra- 
tegy of enterprise [9, p. 112].  

On fig 2 basic design of strategic map of human 
capital times are presented. The strategic map of human 
capital can be developed on a period from three to ten 
years depending on different operating of enterprise 
conditions. The optimal amount of indexes of strategic 
map largely depends on the level of corporate hierarchy: 
at corporate level and at the level of separate subdivi-
sions 10-20 indexes are usually used, at the level of de-
partments - 5-10, at the level of certain worker are 3- 
5 indexes.  

The different amount of indexes is conditioned by 
that in the strategic map of every level there must be 
only those indexes, on the dynamics of that the workers 
of this level directly influence, indexes on implementa-
tion of that workers cannot influence must not join in a 
strategic map. For every index that is included to the 
strategic map, it is necessary to set a prognosis (having 
a special purpose) value on the achievement of that must 
be directed effort workers by means of development of 

corresponding events. The basic tasks of key indexes to 
efficiency are: is a receipt of quality and operative infor-
mation for the timely acceptance of administrative deci-
sions; 

– it is clear formulation of aims of enterprise and 
their quantitative expression in the budgets of subdivi-
sions;  

– it is expansion of info base for the analysis of 
strategic aims and adjustment of strategy of enterprise;  

– it is effective delegation of plenary powers by 
means of cascaded of the balanced systems: the level of 
working out in detail of indexes represents the degree of 
responsibility of subdivisions for the attained results;  

– it is reduction to the amount of administrative re-
ports and paper circulation of documents;  

– it is expansion of spectrum of possibilities at the 
analysis of rejections toward more detailed ground of 
their reasons; it is intensification of planning "from 
above downward " due to active voice of higher ma- 
nagement in the process of planning; it is perfection of 
the system of motivation of employees. 

Being base on world practice in area of develop-
ment of key indexes of efficiency, it is possible to draw 
conclusion, that the optimal amount of indexes for sub-
division of industrial enterprise presents from ten to fif-
teen. Key indexes at the level of subdivision contain 
both general for all subdivision and specific indexes that 
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remove efficiency of labor of certain worker. A correct 
heel of key indexes is strategically an important task in 
the process of cascading of the balanced system of in-
dexes on the level of every certain worker. The model 

of strategic map of human capital gives an opportunity 
to present a human capital as size constantly convertible 
in present money or liquid assets due to the greater vo- 
lumes of sales and less charges. 

 

 
 

Fig. 2. Design of strategic map of human capital times* 
* Improved by the author on the basis of the source [2, p. 231]. 
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In order to formulate the goals of human capital 
correctly, it is necessary to have a clear understanding 
of the types of competencies that support the key inter-
nal business processes of the enterprise. The description 
of these competencies will allow to form groups of the 
most valuable provisions in the process of implementing 
the strategy and to assess all the discrepancies between 
the future needs of the enterprise and the existing reality. 
Elimination of these discrepancies is possible by train-
ing or hiring employees who have the necessary skills. 

Most enterprises that implement strategic maps 
seek to create unique goals for human capital that deter-
mine their competitive advantages, while neglecting the 
allocation of the appropriate amount of resources for 
their implementation. The goals of the human capital of 
any enterprise, one way or another, are associated with 
certain costs for training and development of personnel, 
advanced training and the introduction of scientific de-
velopments, but funds in such cases are most often 
saved, thereby inhibiting the achievement of the strate-
gic objectives of the enterprise [6, p. 98]. 

Strategic goals of human capital, as a rule, are 
highly relevant for the enterprise and, accordingly, 
should be revised at least once a year. At the same time, 
they must be evaluated according to the following crite-
ria: 

1) develop a number of indicators that will allow a 
comprehensive assessment of the relevant strategic ob-
jective; 

2) to simplify to a minimum the calculation of the 
created indicators that characterize this goal; 

3) to monitor period ically the achievement of the 
target values of the relevant indicators, and, in case of 
their mass non-fulfillment, revise the strategic objective; 

4) assess the contribution of each employee of the 
enterprise to the achievement of corporate goals and de-
velop appropriate measures aimed at improving the per-
formance of employees. In the process of implementing 
the strategic human capital card, the enterprise needs to 
determine both the short-term and long-term goals of 
this type of intangible assets and adjust the current ac-
tivity based on the latter. Consistency of these goals with 
the overall mission and strategy of the enterprise is im-
portant. Therefore, the strategic goals of human capital 
are defined both for units and for levels of organiza-
tional structure. The final stage of the implementation of 
the strategic card is an action plan that provides for those 
responsible for the implementation of specific activities 
and the timing of the interim and final reports. 

The relationship that exists in the strategic maps 
«goal – indicators – target values – activities», allows to 
track the percentage of performance of individual indi-
cators for each employee and respond in a timely man-
ner to deviation from the target values through correc-
tive actions, and in case of mass failure – the revision of 
strategic objectives. 

 

Conclusions. Thus, it be possible to say, that a stra-
tegic map is the effective instrument of management of 
the enterprise oriented to strategy activity, and her suc-
cessful realization is provided by means of professio- 
nalism of workers. Without guidance as a strategic map 
of the program of development of personnel on an en-
terprise does not have the clearly structured plan of ac-
tions in relation to that, what knowledge a worker must 
own, to attain prognosis values strategically of im-
portant indexes, what size of bonus will get at imple-
mentation of the indexes plugged in a strategic map.  

A strategic map directs the programs of depart-
ments of human capitals – set of personnel, studies, 
planning of quarry increase – in the river-bed of deve- 
lopment of human capital of enterprise. Developing, in-
tegrating the human capital and bringing it to confor- 
mity with major strategic processes, an enterprise pro-
vides high profitability of non-material assets. 
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Жуков С. А., Маліношевська К. І. Стратегічна 

карта як ефективний інструмент управління люд-
ським капіталом промислового підприємства 

У статті обґрунтовано, що формалізацію стратегії  
ефективного використання людського капіталу підпри-
ємства можна здійснювати за допомогою стратегічних 
карт, які є сполучною ланкою між формулюванням 
стратегії та її втіленням. Стратегічні карти дозволяють 
виявити залежність між показниками індивідуальної 
оцінки працівників і комплексною системою показників 
діяльності підприємства, виступаючи інструментом  
 
 
 
 

опису стратегічних цілей кожного аспекту діяльності в 
рамках збалансованої системи показників. У результаті 
впровадження стратегічних карт підприємство одержує 
можливість не просто аналізувати й оцінювати резуль-
тати діяльності за минулий період, але й ефективно 
управляти своєю діяльністю на основі даного аналізу. 

Ключові слова: стратегія, стратегічна карта, люд-
ський капітал, промислове підприємство, збалансована 
система показників, стратегічні цілі, ключові показ-
ники ефективності. 

 
Жуков С. А., Малиношевская Е. И. Стратеги-

ческая карта как эффективный инструмент управ-
ления человеческим капиталом промышленного 
предприятия  

В статье обосновано, что формализацию стратегии 
эффективного использования человеческого капитала 
предприятия можно осуществлять при помощи страте-
гических карт, которые являются связующим звеном 
между формулированием стратегии и ее воплощением. 
Стратегические карты позволяют выявить зависимость 
между показателями индивидуальной оценки работни-
ков и комплексной системой показателей деятельности 
предприятия, выступая инструментом описания стра-
тегических целей каждого аспекта деятельности в рам-
ках сбалансированной системы показателей. В резуль-
тате внедрения стратегических карт предприятие полу-
чает возможность не просто анализировать и оцени-
вать результаты деятельности за прошлый период, но 
и эффективно управлять своей деятельностью на ос-
нове данного анализа. 

Ключевые слова: стратегия, стратегическая карта, 
человеческий капитал, промышленное предприятие, 
сбалансированная система показателей, стратегиче-
ские цели, ключевые показатели эффективности. 

 
Zhukov S., Malinoshevska K. Strategic map as ef-

fective instrument of management of industrial enter-
prise human capital 

The article substantiates the formalization of the stra- 
tegy for the effective use of the human capital enterprise by 
strategic cards, which are the link between the formulation 
of the strategy and its implementation. Strategic maps al-
low us to identify the relationship between the indicators 
of individual assessment of employees and the complex 
system of performance indicators of the enterprise, acting 
as a tool for describing the strategic objectives of each as-
pect of activity within the framework of a balanced system 
of indicators. As a result of the introduction of strategic 
maps, the company has the opportunity not only to analyze 
and evaluate the results of operations for the past period, 
but also to effectively manage its activities on the basis of 
this analysis. 

Keywords: strategy, strategic map, industrial enter-
prise, balanced system of indicators, strategic goals, key 
performance indicators. 
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WEAKNESSES OF CONTEMPORARY MANAGEMENT METHODS 
IN THE OPINION OF POLISH MANAGERS-PRACTITIONERS 

 
Introduction  
The success of today`s enterprises is closely related 

to the quality of management. Contemporary manage-
ment is understood as “control of processes, resources 
and innovations in organizations, to achieve the in-
tended goals within the existing possibilities, conditions 
and limitations in accordance with the economic and so-
cial rationality of economic activities”1. 

In practice, management means a set of activities 
including planning and decision making, organizing, 
conducting, monitoring and controlling. These activities 
are focused on the resources of the organization (human, 
financial, material, informative) in order to achieve the 
intended tasks in an efficient and effective manner.  

Professional and entrepreneurial management, in-
volving the exploration of new ideas, concepts and so-
lutions for products and services, production methods 
and sources of supply, forms of marketing and sales;  
is – you can say – our hope on the economic productivity 
of operators and their social ability to function in mod-
ern conditions.  

The key to running an organization is, of course, 
the effectiveness, or selecting the right thing to do, and 
then give them the characteristics of efficiency, to all 
forces which is present in the organization's resources; 
eliminating the possible weaknesses in order to achieve 
the effect of synergistically combined operation in 
which these forces reinforce each other and produce an 
effect greater than the sum of the effects caused by each 
of them separately.  

According to Peter Drucker, today's successful 
managers should have the following characteristics2: 

– they know what to do; 
– they can concentrate on the external and internal 

world of the organization; 
– they can concentrate of forces on the main areas 

of the company's operations;  
– they can build the company's success on its mer-

its;  
– they can make effective decisions.  
The aim of the study is to briefly present the es-

sence of the sixteenth methods of management – accord-
ing to the author – most commonly described in the li- 
                                                        

1 Penc J. Zarządzanie wobec wyzwań przyszłości, WSSM, Łódź 2012, p. 368. 
2 Drucker P.F. Menedżer skuteczny, AE, Kraków 2004, p. 37. 
3 Penc J. Przedsiębiorstwo o burzliwym toczeniu, OPO Bydgoszcz 2012; G. Nizard, Metamorfozy przedsiębiorstwa, PON, 

Warszawa 2018; Doktor K. Zawód menedżera w warunkach transformacji, „Master of Business Administration”, nr 4, 2007; 
Palass B. Poszukiwanie innowacyjnych modeli biznesu, „Zarzadzanie na świecie” nr 10, 2010; CZ.S. Nosal, Umysł menedżera, 
AE, Wrocław 2003; Kuc B.R. Zarządzanie doskonałe, Wyd. Menedżerskie PTM, Warszawa 2010. 

terature by the science of management and recom-
mended to managers; and presentation – based on pilot 
studies – of (topical) opinions of eighteen top managers 
(directors of prime enterprises) of the industrial sector 
from the Lodz region regarding their knowledge and 
practical application of the above-mentioned methods in 
business management.  

A brief overview of modern management me- 
thods  

Different specialists in the field of management 
“shoving” managers many various management me- 
thods. Among the currently recommended management 
methods, the following have gained great popularity3: 

– benchmarking – comparing with the best; con-
fronting own solutions with what others suggest; learn-
ing from others and using their experiences to create 
conditions for better action and development in one's 
own organization; 

– outsourcing – transfer of certain business areas to 
external partners, so the secretion function of the struc-
ture of the parent company and transfer them out, in or-
der to focus on key activities crucial for the company's 
development prospects; 

– insourcing – outsourcing projects taking oppo-
site, i.e. to turn the organizational structure of the parent 
company functions previously implemented by other 
operators in order to be free from threats on their part 
and take a comprehensive product manufacturing;  

– reengineering – radical transformation of busi-
ness processes, radical organizational change based on 
the assumption that success is not determined by depart-
ments, but overall processes. It is therefore necessary to 
achieve integrated processes, ensure “peaceful co-exis- 
tence” of horizontal and vertical management structures 
and create a partnership between them; 

– balanced scorecard (balanced set of indicators, 
balanced reporting, strategic balance sheet) – observa-
tion of not only financial indicators, but also other ones, 
i.e. referring to clients, internal processes and qualifica-
tions. Personnel. This allows the company to focus on 
the essentials, clear formulation of strategies and the 
creation of an integrated system of its implementation 
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(prospects are closely linked and sustainable – means 
„balanced”); 

– corporate warfare (leading corporation “hostili-
ties”, corporation conducting “warfare”) – to carry out 
revolutionary changes in the company, creating a whole 
new organization (from scratch), a new system of com-
petition, without which we can no longer refer alleged 
success in turbulent environment; 

– lean management – secretion of the company cer-
tain features and areas and transfer them to specialized 
agencies and companies, as well as eliminate any unne- 
cessary processes – divestments, which allows improve-
ment of logistical infrastructure (simplifies organization 
of the production) and accelerating product flow and the 
organization of manufacturing systems "just in time"; 

– kaizen (jap.); Kontinuierlicher Verbesseurung-
sprozess (niem.) – to search in the enterprise capabilities 
of any, even the smallest improvements in the most di-
verse fields (endless quest for excellence, continuous 
improvement), which allows better use of time and man-
power, reduce costs and improve quality in the broad 
sense, by the fact that workers themselves are seeking to 
detect shortcomings, waste sources, submit proposals 
for improvements at their personal involvement; 

– simultaneous engineering – conducting research 
and development with the inclusion of the beginning of 
all departments of the company, which involves putting 
up execution times by specialists in the field of product 
design and manufacturing and specialists involved in the 
implementation and the market process (application se-
rial-to-parallel and parallel execution development tasks 
instead of only serial) to thus already in the early stages 
of development and production run to detect and elimi-
nate emerging;  

– value based management – the focus on raising 
the company`s value in the interest of shareholders and 
managers (raising the share price), while taking into ac-
count certain essential goals that impede the maximiza-
tion of profits (e.g. environmental protection and social 
commitment);  

– customer relationship management (“good rela-
tions with the client”) – to analyze the activities of all 
departments of the company from the point of view of 
the creation of the benefits provided to the customer; de-
sign and improvement of processes, organizational 
structures, instruments and qualifications in order to im-
prove and maintain favorable (optimal) relations with 
clients whose needs, habits and tastes exactly the com-
pany is trying to identify and maintain a high level of 
loyalty;  

– supply chain management – striving to optimize 
all factors and activities in the chain to reduce costs of 
processes, or take into account the specific tastes of cus-
tomers (e.g. in certain regions or countries), as well as 
tax aspects, constantly looking for opportunities to im-
prove; 

                                                        
1 Rigby D. Przydatność różnych instrumentów zarządzania w przedsiębiorstwie, „Zarządzanie na świecie” nr 10/2010,  

p. 27. 

– total quality management – continuous improve-
ment of processes in the organization leading to high 
quality products and services, focusing the organization 
culture on customer satisfaction through the use of an 
integrated system of tools, methods and training leading 
to constant improvement at every workstation (kaizen). 

Managers want to be successful, effective and want 
to manage well. They also create various – also their 
own – concepts of management methods. They are also 
trying to improve and modify those proposed by sci-
ence. They expect support from the management sci-
ence in the form of specific knowledge, which of these 
management methods are the most practical, useful and 
allow to achieve better market and financial results of 
the organizations they manage.  

Opinions of surveyed managers on the 
knowledge and practical use by them of those man-
agement methods 

The pilot study was attended by 18 top managers 
of medium and large industrial enterprises from the 
Lodz region, nominated by local governments to the 
Economic Award of the Lodzkie Voivodship – of the 
best ones. The founder of this award was the Voivode of 
Lodz.  

In the first part of the research, managers were 
asked to indicate which of the modern management 
methods they know and use in practice and which they 
do not know at all. Table contains quantitative data on 
the level of knowledge and the use of modern methods 
of management in practice by them. Then – in the panel 
discussion – top managers presented their views and 
comments on the difficulties, troubles and barriers asso-
ciated with the practical use of modern management 
methods. 

The data presented in table 1 shows that in the 
opinion of the surveyed top-managers: 

– the following methods are best known, used and 
practiced: strategic management, customer relations 
management, outsourcing and knowledge management; 

– the following methods are known, but not used: 
reengineering and balanced scorecard; 

– the top managers do not known at all following 
methods: corporate warfare and insourcing. 

According to an American study from 2009, most 
of the methods of management does not meet the expec-
tations that are connected with them (82% of managers). 
The greatest popularity gained such methods as: strate-
gic planning, benchmarking and measuring customer 
satisfaction, which are focused on key skills and formu-
lating the mission and vision of the company. Many of 
the methods considered to be the ingenious but difficult 
to use in practice (e.g. corporate warfare), others are too 
radical and very difficult to use (simultaneous engineer-
ing, reengineering), and also to introduce them to the en-
terprise can mean a huge shock, disruption and cost1. 
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Table 1 
Indications of the top managers surveyed on the knowledge and use of management methods (N=18) 

The name of the method Injunctions 
I don`t know I know but do not use  

in practice 
I know and use  

in practice 
benchmarking --- 6 12 
outsourcing --- 1 17 
insourcing 18 --- --- 
reengineering 6 10 2 
balanced scorecard 8 10 --- 
corporate warfare 18 --- --- 
lean management --- 0 9 
kaizen --- 9 11 
simultaneous engineering 14 4 --- 
value based management 4 3 11 
customer relations management --- --- 18 
supply chain management 3 3 12 
knowledge management --- 2 16 
total quality management --- 1 17 
strategic management --- --- 18 
Source: own study based on pilot studies. 
 
During the panel discussion about the “practical 

value” of recommended by the science of management 
modern methods of management, the top managers 
could clearly distinguish several groups of raised issues. 
Some of them were raised in the form of reservations 
and difficulties or rather the lack of confidence on the 
part of managers that the applied methods will bring a 
visible positive effect, or improve the efficiency of ma- 
nagement, operation and development of enterprises 
managed by them. Here they are: 

1) Managers agreed that modern management 
methods require from them “sober judgment” and "tho- 
rough analysis". It may turn out that their application 
will be a source of both successes and disappointments. 
Managers cannot ignore them and “reject” the assump-
tion, although they are often the result of “a certain fash-
ion in the management”, which consists in calling the 
old processes with new terms. Sometimes, however, 
they appear in them important points in common, such 
as the orientation of the customer, reducing the hierar-
chy, the absolute innovation, process orientation, a com-
prehensive understanding of quality, high demands on 
the skills of managers and employees, and focus on key 
skills, etc. Therefore, they contain postulates which, 
compared to earlier management methods, are much 
more suited to the needs of the today`s modern enter-
prise and the new quality of work of contemporary busi-
ness leaders or modern entrepreneurial leaders.  

2) Top managers also indicated that “feel over-
loaded” an excess of different methods (concept) recom-
mended by management consultants and management 
theorists, as their number and rate of change continues 
to grow. They would like and would prefer methods that 
they “understand without difficulty”, in other words 
they are easy to implement and do not cause distur- 

bances in the system of the enterprise. The main thing – 
to which all surveyed top managers pointed out – is first 
of all that by introducing a new method to analyze and 
try to find an answer to the question whether this new 
method will significantly affect the processes of busi-
ness management; which will cause “repercussions” in 
the business management system; and is it worth intro-
ducing “just because it is new”? But about this aspect, 
the method makers and management theorists say noth-
ing or hardly anything. It is also known that any change 
associated with the introduction of new management 
methods something could causes resistance of workers 
or increases the so-called “innovative stress”. Executive 
managers must convince employees to change, and on 
the results (outcomes) of these changes you might need 
to wait a little; it also requires a lot of effort and absolute 
conviction as to the correctness and application of the 
management method. There are no rules that the man-
ager can effectively use.  

3) Managers stated that there are currently no 
“breakthrough” management methods and concepts that 
are effective and applicable (possible to use) in all con-
ditions. At the same time, managers are aware of the fact 
that it is not possible to impose a uniform management 
model on an enterprise, e.g. all bring/introduce reengi-
neering. The manager performs in action, in difficult 
challenges, in situations requiring responsibility and 
risk. On the other hand, the manager cannot “gamble”. 
They cannot rely on luck, but on their efficiency and em-
ployee engagement in activities. The manager must 
therefore choose not only what is currently “fashio- 
nable”, promoted by the literature or the media; but what 
is rational, economically and socially correct; what is 
“healthy” for the organization, and does not weaken its 
condition and operating efficiency.  
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4) The surveyed managers are well aware of the 
fact that most often the introduction of new management 
methods (e.g. new work organization, computerization 
of work processes, etc.) are combined with the signifi-
cant expenditure on reorganization (company costs, 
training, consulting, new computer equipment, etc.). 
First, the company has to bear these costs, then to wait 
for the results (positive results). If they appear, that's 
great. If they are not exist – or they are weak visible, it 
means that “the risk was too big”. This does not neces-
sarily mean, however, that you cannot even take any risk 
in the future, but is it a good “risk measure”? 

5) The so-called “management complexity” has 
grown very much recently – according to managers. 
Gary Hamel argues that managers need to understand 
that “they are no longer working in the condition of pro-
gress, but in an era of revolution”1. Managers confirmed 
this fact, but at the same time added that “the risk is in 
motion and nothing is certain”. You cannot be sure of 
your existing customers or results. At any time you may 
in fact appear on the market the new company, which no 
one yet knew not even have imagined that she created; 
and this new company transforms the entire market 
thanks to a completely new action. For a top managers, 
this means that in a modern company they need to con-
stantly look for revolutionary breakthroughs and use 
them in a creative way. But the science of management 
has not yet found “panacea” to help managers in this 
matter. Good management – according to managers – it 
is precisely this “revolution in the management”, but un-
derstood as continuous improvement, dynamic adapta-
tion to market requirements and new technologies, but 
also to new strategic goals of the company. The contem-
porary enterprise cannot give in to “shock of the revolu-
tion”, but tries to give each new challenge (coming from 
the environment) a different form of response, and this 
means, for example, modification of the company's 
business strategy, internalization of its activities, inter-
cultural management, cross-functional management, 
etc.  

6) The general final conclusion of panel discussion 
of 18 top managers of medium and large industrial en-
terprises from the Lodz region, nominated for the Eco-
nomic Award in 2017 was as follows. The proposals of 
various management methods are of course of different 
value, enjoy various popularity, but have one thing in 
common – broadly understood goal – to help managers 
in a more efficient implementation of the process of 
managing business of their companies.  

Conclusion. The activities, operation and work of 
the modern manager associated with the implementation 
of management functions, is subjected today to many 
orientations and interdependence, including both an 

                                                        
1 Hamel G. Poszukiwanie innowacyjnych modeli biznesu, „Zarządzanie na świecie” 10/2011, p. 27. 
2 The surveyed top managers did not want to talk on the political pathology of management (especially in Poland) and the 

efforts to “power considerations”. 

economic and a financial, social, and sometimes a “po-
litical” nature2. The surveyed highest-level management 
does not negate (deny) modern management methods; 
only reports its reservations to its practical effective-
ness; while respecting the theoretical achievements in-
cluded in the methods of management. Exploring these 
new solutions, ideas and concepts contained in modern 
methods of management, forces the top managers to 
continuously study the literature of management sci-
ences and related sciences, and in particular of economic 
sciences. Top managers of the Lodz region agreed that 
this is an essential condition for progress in this field and 
the greatest challenges for the future.  
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Качмарек Б. Слабкі сторони сучасних методів 

управління на думку польських менеджерів-прак-
тиків 

У статті представлені два питання: короткий опис 
найбільш важливих (на думку автора) 16 сучасних ме-
тодів управління і думки групи з 18 топ-менеджерів се-
редніх та великих підприємств Лодзинського регіону, 
висунутих місцевими органами влади до Економічної 
нагороди Лодзинського воєводства в 2017 році за 
«знання і практичне використання сучасних методів 
управління». Думки управлінського персоналу, опита-
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ного в звіті, засновані на експериментальних до-
слідженнях, на основі яких вищезгадані думки не мо-
жуть бути узагальнені або поширені, але їх варто про-
читати, тому що це думки глав (кращих керівників) 
Лодзинського воєводства – щодо економічних і фінан-
сових результатів, досягнутих за останні три роки – 
підприємств. 

Ключові слова: методи управління, менеджер, ме-
неджмент, ефективність, думки. 

 
Качмарек Б. Слабые стороны современных ме-

тодов управления по мнению польских ме- 
неджеров-практиков 

В статье представлены два вопроса: краткое опи-
сание наиболее важных (по мнению автора) 16 совре-
менных методов управления и мнения группы из 18 
топ-менеджеров средних и крупных предприятий из 
Лодзинского региона, выдвинутых местными орга-
нами власти к Экономической Награде Лодзинского 
воеводства в 2017 году за «знание и практическое ис-
пользование современных методов управления». Мне-
ния управленческого персонала, опрошенного в от-
чете, основаны на экспериментальных исследованиях, 
на основе которых вышеупомянутые мнения не могут 
быть обобщены или распространены, но их стоит про-
читать, потому что это мнения глав (лучших руководи- 
 
 
 

телей) в Лодзинском воеводстве – в отношении эконо-
мических и финансовых результатов, достигнутых за 
последние три года – предприятий. 

Ключевые слова: методы управления, менеджер, 
менеджмент, эффективность, мнения. 

 
Kaczmarek В. Weaknesses of contemporary man-

agement methods in the opinion of polish managers-
practitioners 

The article presents two issues: a short description of 
the most important (according to the author) 16 contempo-
rary management methods and the presentation of the opin-
ion of the group of 18 top managers of medium and large 
enterprises from the Lodz region, nominated by local go- 
vernments to the Lodz Voivodship Economic Award in the 
year 2017 on the “knowledge and practical use of modern 
management methods”. The opinions of the managerial 
staff surveyed in the report are based on pilot studies, on 
the basis of which the above-mentioned opinions cannot be 
generalized or disseminated, but it is worth to read them, 
because these are the opinions of the Governors (Best Man-
agers) in the Lodzier Voivodship – in relation to economic 
and financial results achieved in the last three years – en-
terprises. 

Keywords: management methods, manager, manage-
ment, efficiency, opinions. 
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Problem Statement. Market transformations that 

take place in Ukraine need new approaches to forming 
of public policy of regional development and refor-
mation of local self-government. The modern institutes 
of decentralizing management, as international experi-
ence testifies, provide the best implementation of func-
tions of the state and more effective grant of public be- 
nefits and services. The vector of reforms in Ukraine in 
this direction the processes of financial decentralization 
became as the most effective form of organization of 
management public money, that all-round from will tell 
to both the new system of economic relations, built on 
market principles, and processes of democratization of 
all spheres of vital functions of society. The real finan-
cial possibilities of local authorities presently limit con-
siderably, in addition, local budgets do not have com-
plete independence, and it, in turn, brakes democratic 
transformations to the country, that is why actuality is 
acquired by the question of introduction of decentraliza-
tion is in Ukraine. 

Analysis of the last researches and publications. 
Many research workers work above the problems of lo-
cal budgets, in particular: A.E. Buryachenko, O.G. Pin, 
O.D. Vasilik, I.S. Volokhova, V.G. Dem’yanishin, O.P. 
Kirilenko, V.I. Kravchenko, S.E. Ostrovich. The ques-
tion of realization of policy of financial decentralization 
is spare attention in labours of many domestic scientists, 
such as, in particular, Ya.I. Arabchuk [1], M.O. Konina 
[2], L.O. Lazutina [3], I.O. Lunina [4], Ch. Tiebout, 
Kh.O. Paticka [5], N.O. Slobodyanyuk [2].  

The purpose of the article is a leadthrough of ana- 
lysis of modern problems of formation of local budgets 
and systematization of suggestions in relation to the pro-
spects of financial decentralization in the context of ne-
cessity of reformation of the system of power in 
Ukraine. 

Presentation of the main research material. In 
the modern terms of development of Ukraine actual is a 
tendency to decentralization in state administration, as a 
result implementation of certain row of plenary powers 
is passed to local authorities. The value of financial de-
centralization consists in that it enables to balance the 
mechanisms of grant of public services with necessities 
and taste of local societies and habitants, promotes the 
level of responsibility of local organs for implementa- 

tion of the proper functions and degree of efficiency of 
activity a state sector on the whole through introduction 
of elements of competition. 

Ideology of fiscal decentralization belongs to 
American economist Ch. Tiebout, which found out an 
empiric way “Spillover effect”, is an effect of even allo-
cation of resources as problems of redistribution of pos-
sibilities depending on tastes and profits of local socie-
ties [6, p. 94]. He suggests to decide this problem on the 
basis of effect of redistribution of public benefits, in fact 
possibility of every separate society partly depends on 
the presence of public benefits in nearby societies. In 
addition, a scientist selects the separate category of pub-
lic benefits – “National public goods” – national, that 
such, as a defensive, primary education, which are dis-
tributed at national level of management [6, p. 95]. 

Application of theory of financial decentralization 
in the conditions of reformation of the system of state 
administration renders both positive influence and con-
tains certain threats. The absolute positive of financial 
decentralization is the best providing of necessities of 
local population by the organs of local self-government 
at local level. At the same time, to pursue a policy of 
decentralization, it is important to distribute a task bet-
ween the different levels of management, that it is 
needed expressly to define, what tasks it is expedient to 
fasten on permanent basis after the that or other level of 
power. With differentiating of tasks a question almost 
decides about the division of charges between the dif-
ferent levels of the budgetary system. Substantial 
changes in the budgetary and tax legislation of Ukraine 
already took place and entered in an action in 2015 year. 
In accordance with modern a tendency in relation to de-
centralization of management of the state financial re-
sources in the structure of finances of local self-govern-
ment a major role belongs to the local budgets. In par-
ticular, from the state budget, paying is passed to the lo-
cal budgets for the grant of other administrative services 
and state duty. Entering general fund is extended due to 
transferrableness from the special fund of ecological 
tax, united tax and tax, on the real estate, which before 
were the sources of forming of budget of development. 
Also changes touch fixing after the local budgets of sta-
ble sources, namely to the tax on the profits of physical 
persons after new norms and income tax enterprises, put 
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to the local budgets of collection, on the retail of excis-
able commodities after the rate of 5% cost of the realized 
commodity, increase of percent of ecological tax. Made 
alteration enabled local budgets to use a money on dif-
ferent aims, but not only on the charges of capital cha- 
racter. 

Currently the budgets of all levels receive transfers 
from the state budget. According to the Law Ukraine 
“On the State Budget of Ukraine for 2018”, the basic 
subsidy from the state budget will receive 740 local 
budgets, including 18 regional budgets, budgets of 53 
cities of regional importance, the district budget 361 and 

308 combined budgets of local communities. Reverse 
subsidy to the state budget will transfer 169 local budg-
ets, including 6 oblast budgets of 66 regional im-
portance, 47 and 50 district budgets combined budgets 
of local communities [12]. 

Under the new system, the amount of subsidies has 
decreased, but the amount of subsidy in recent years has 
increased significantly (fig.1). However, the growth of 
subsidies may reduce the interest of local governments 
to increase the volume of own revenues and finding al-
ternative sources of funding base of local budgets [13, 
р. 28]. 

 

 
Fig.1. The dynamics of intergovernmental transfers Ukraine, 2011-2016 

[it is improved the authors on the basis of source 14] 
 
As can be seen from fig.1, in the 2011-2014 grants 

distinguished by large amounts. Over the next two years 
of receipt of subsidies considerably reduced. This situa-
tion is caused by legislative changes (2014) and the in-
troduction of a new model of intergovernmental rela-
tions. The new system is characterized in that it has no 
equalization, but instead there is a basic allowance,  
educational and medical subsidies, subventions for 
providing medical management of certain state pro-
grams and comprehensive measures program character. 

Thus, the state transfers by providing fully assume 
responsibility for financial institutions to ensure ongo-
ing costs of medical and educational areas belonging to 
local authority budgets and occupy a large part of their 
expenditure [14]. 

For the analysis of influence of local budgets on 
socio-economic development of regions of Ukraine ne- 
cessary them quantitative and high-quality descriptions. 
About correlation of local budgets with macroeconomic 
indexes, above all things, with a gross domestic product 
(GDP), such information testify (table 1). 

If to analyse the dynamics of specific gravity of lo-
cal budgets in GDP, in an analysable period there is a 

tendency to the increase of part of local budgets. Yes, in 
2014 specific gravity of charges of local budgets in GDP 
was 14,3%, and in 2015 reduced on 0,3%, however in 
2016 year the insignificant increase of part took place 
on 0,5%, that it is related both to the increase of GDP on 
20,4% and with the increase of charges of local budgets 
on 25%. This increase is related to the changes in go- 
vernment control of allocation of profits between the 
different components of the budgetary system and testi-
fies to poslablennya of state influence on the process of 
mobilization of money and distributing between the dif-
ferent levels of power. 

However, without regard to a change in structural 
reforms of the budgetary system, directed on the in-
crease of role of local self-government, there are prob-
lems which interfere with local budgets to provide the 
high-quality level of socio-economic development of 
administrative-territorial units: 

– a maintainance of hard financial dependence of 
regions is from a center;   

– it is a presence of sharp lack of own profits of 
local budgets;   
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 Table 1  
Betweenness by the charges of local budgets and GDP 

[it is improved the authors on the basis of source 8] 

Indicator 2014 year 2015 year 2016 year 

Rejection 

2015-
2014 

Rate of 
growth, 

% 
2016-2015 

Rate of 
growth, 

% 
GDP 1566728,0 1979458,0 2383182,0 412730,0 126,3 403724,0 120,4 
Charges of local budgets, millions
of Uah (taking into account inter-
budgetary transfertiv) 223 496,7 276 940,0 346 241,6 53443,3 123,9 69301,6 125,0 
Specific gravity of charges of local
budgets in GDP, %  14,3 14,0 14,5 -0,3 - 0,5 - 

 
– it is opacity of redistribution of financial re-

sources between a center and regions;  
– it is imperfection of the operating system of form-

ing of profitable and expense part of budget of develop-
ment; 

– indifferent attitude is toward problem territories 
which need additional financial providing.  

In an order to convert local budgets into the effec-
tive instrument of socio-economic development of re-
gions it is necessary to perfect such factors of their form-
ing, distributing and use, as:   

– it is an increase of financial independence of or-
gans of local self-government by fixing after them of ad-
ditional profitable sources; 

– perfection of the system of grant and use of sub-
vention is on realization  of the programs of socio-eco-
nomic development;  it is diminishing of disproportions 
of forming of resource base of local budgets;  

– it is differentiating of plenary powers between the 
state and local budgets on principles of balance of na-
tional and regional interests;  

– it is program of development of regions develop-
ment on average period prospect; 

– achievement of maximal balance between direc-
tions of local fiscal policy, which will provide both fi-
nancial stability subjects of management of this territory 
and welfare of society, on the whole.  It is also necessary 
to concentrate the attention on problem territories which 
need the special methods of management and additional 
stimulation:  it is a revision of status of problem territory 
on the proper indexes by periodicity in 7–10 years; 

– creation of state programs to overcome the de-
pression of certain regions; 

– planning financial support for the implementa-
tion of such programs by the program-target method in 
the relevant long-term budgets [9]. 

Implementation of the above measures will result 
in balanced budget financing of socio-economic 
measures of the territorial community in conditions of 
financial decentralization. 

Since 2015, local budgets have received such new 
types of transfers as an educational subvention, a sub- 

vention for the training of labor cadres and a medical 
subvention. 

Changes in tax and budget legislation have affected 
the state of local budget revenues in Ukraine (excluding 
official transfers), which decreased to 6.1% of GDP in 
2015 compared to 6.5-7.2% in 2011-2014. Due to trans-
fers from the state budget to local government duties (at 
the place of commission and issuance of documents) 
and fees for providing certain types of administrative 
services, non-tax revenues from local budgets increased 
to 1.02% of GDP compared to 0.78% in 2014. Income 
from intergovernmental transfers made up 14.87% of 
GDP, roughly equivalent to the 2014 figure (14.79%), 
but below the corresponding figures for 2012-2013, 
when they exceeded 15% of GDP. 

The share of tax revenues in total local budget re- 
venues declined to 33.4% in 2015, compared with 
37.7% in 2014 and 40.3% in 2011. This is due to a de-
crease in the inflow of personal income tax to local 
budgets as a result of a 25% tax transfer to the state 
budget. If in 2011-2014 the local budget revenues from 
the PIT amounted to 4.0-4.4% of GDP, then in 2015 
they decreased to 2.8% of GDP [9]. 

A tangible source of revenues to local budgets was 
the excise tax on the sale of excisable goods by business 
entities – about 8 billion UAH. (0.39% of GDP), or 7.8% 
of tax revenues of local budgets. Transport tax and real 
estate tax, other than land, provided less than 0.5% of 
local budget revenues. 

Consequently, changes in the formation of local 
budgets and intergovernmental fiscal relations in 2015 
were primarily a prerequisite for ensuring the function-
ing of the budget system of Ukraine in a special period, 
rather than a step towards fiscal decentralization. 

In 2016, the situation with the revenues of local 
budgets showed a positive trend, which is confirmed by 
the data of the table. 2. 

Thus, during 9 months of 2016, the inflow of own 
resources to the general fund of local budgets has grown 
1.4 times, or by 34.2 billion UAH, as compared to the 
same period last year and amounted to 103.9 billion 
UAH . Income tax of natural persons reached UAH 55.5 
billion, which is higher than last year's revenues by 
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UAH 18.3 billion. (49%), land payments – 17.4 billion 
UAH. (increased by UAH 6.7 billion, or by 62%), the 
single tax – UAH 11.4 billion. (increased by UAH 4.0 
billion, or by 54%). Actual excise tax receipts amount to 
UAH 8.6 billion. (increased by UAH 3.0 billion, or by 
55%), real estate tax – UAH 1.0 billion. During 9 
months of 2016, local budgets received a basic grant of 

UAH 3.6 bln from the state budget, an educational sub-
vention of UAH 32.5 bln, a medical subvention of UAH 
32.0 billion, a subvention for the formation Infrastruc-
ture of the Joint Territorial Communities – 0.7 billion 
UAH. From the local budgets the reverse grant (with-
drawal) in the amount of UAH 2.3 billion was redeemed 
to the state budget. 

 
Table 2 

Dynamics of actual revenues of the general fund of local budgets of Ukraine  
for the 9 months of 2015-2016, UAH million [compiled by the authors on the basis of source 10] 

Indicator 
9 months of 

2015 
9 months of 

2016 

Change in the indi-
cator in 2016 com-
pared to 2015 (+,-)

Income tax 37 226  55 542  + 18 316  
Fee for land 10 742  17 435  + 6 693  
Single tax 7 392  11 413  + 4 021  
Excise tax 5 561  8 594  + 3 033  
Other taxes and fees 8 778  10 879  + 2 101  
Basic grant 3 947  3 558  - 388  
Medical subvention 33 254  32 040  - 1 214  
Educational subvention 31 602  32 502  + 900  
Subvention for infrastructure formation 0 667  + 667  
Total revenues (billions UAH) 138,5  172,6  + 34,1  

 
Thus, the decentralization of local budgets is 

changing: the functions of local self-government bodies; 
the process of distribution and redistribution of financial 
resources between all parts of the budget system; divi-
sion of powers of the authorities; legislative framework 
and promotes effective budget reforms. 

It should be noted that the priority areas for man-
aging public finances should be their substantiated for-
mation, transparent distribution and redistribution and 
effective use. This will help to efficiently manage 
budget funds in the country. The urgent issues in 
Ukraine today are financial provision of local budgets, 
the formation of independent sources of budget reve-
nues and the reform of inter-budgetary relations. Cur-
rently, the country's intergovernmental financing has a 
number of problems: 

– budget decentralization involves a wider range of 
powers for local authorities than it is now at the central 
authorities of Ukraine; 

– inconsistency between expenditures and their 
sources and amounts of funding; 

– the local authorities have no levers and incentives 
to increase revenues to the budgets, nor have they the 
right to independently, transparently, fully manage their 
own resources; 

– for a long time the system of intergovernmental 
financing has developed unpredictably. 

She did not have scientific and methodical ap-
proaches to their calculations, which influenced the 
management of budgets in the direction of planning and 
forecasting; 

– the imperfect institutional and legal framework 
of intergovernmental financing does not give impetus to 
the development of regional infrastructure and does not 
contribute to the provision of public goods. 

Based on the foregoing, it is necessary, firstly, to 
improve the legal and institutional framework of the 
system of intergovernmental financing. Second, on a 
scientific basis, develop a methodology for calculating 
intergovernmental transfer payments. Thirdly, to amend 
the laws "On Local Self-Government in Ukraine" and 
"On Local State Administrations", which will clearly 
define the powers of local authorities, the methodology 
for determining the amount of funding, and also define 
the concept of "communal property" and "communal 
property". 

Fourth, for each level of local authorities, define 
the scope of liability and penalties. And control and re-
sponsibility are the grounds for decentralization. Conse-
quently, the reform of the country's inter-budgetary re-
lations should be aimed at decentralization of budgetary 
resources in the budget organs of local self-government. 
The final result of decentralization should be the crea-
tion of a new system of local budgets and intergovern-
mental fiscal relations, which should be based on insti-
tutional symmetry, which involves the combination and 
interconnection of economic agents who use public 
goods, pay taxes and those who make their own decision 
on its provision (local authorities). 

Conclusions. Based on the analysis, we can con-
clude that in Ukraine, which aspires to become demo- 
cracy, there is dire need for further implementation of 
the policy of fiscal decentralization, which is a form of 



R. Byvshev, О. Voloshyna 

124 
Економічний вісник Донбасу № 4(54), 2018 

decentralization. This is because it features the organi-
zation responsible fiscal decentralization more political, 
administrative and economic conditions prevailing in 
Ukraine. 

Therefore, today the priority of the local authorities 
is to ensure the comprehensive development of the re-
gion and the optimal allocation of financial resources di-
rected towards the real sector of the economy and ser-
vices, which in turn serves the organization of further 
expansion and strengthening of the financial base of re-
gional authorities. 
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Бившев Р. О., Волошина О. О. Стан та пер- 

спективи розвитку фінансової децентралізації в Ук-
раїні 

У статті проведено аналіз сучасних проблем фор-
мування місцевих бюджетів та систематизації пропо-
зицій щодо перспектив фінансової децентралізації в 
контексті необхідності реформування системи влади в 
Україні. Визначено пріоритетні напрями управління 
державними фінансами: обґрунтоване формування, 
прозорий розподіл і перерозподіл та ефективне вико-
ристання, що буде сприяти ефективному управлінню 
бюджетними коштами в країні. Доведено, що вдоско-
налення правової та інституційної бази системи між-
бюджетного фінансування буде сприяти проведенню 
ефективних бюджетних реформ. 

Ключові слова: децентралізація, державні фі-
нанси, міжбюджетне фінансування, місцеві бюджети, 
доходи місцевих бюджетів. 

 

Бывшев Р. А., Волошина Е. А. Состояние и 
перспективы развития финансовой децентрализа-
ции в Украине 

В статье проведен анализ современных проблем 
формирования местных бюджетов и систематизации 
предложений относительно перспектив финансовой 
децентрализации в контексте необходимости рефор-
мирования системы власти в Украине. Определены 
приоритетные направления управления государствен-
ными финансами: обосновано формирование, прозрач-
ное распределение и перераспределение, а также эф-
фективное использование, которое будет оказывать со-
действие эффективному управлению бюджетными 
средствами в стране. Доказано, что усовершенствова-
ние правовой и институционной базы системы меж-
бюджетного финансирования будет оказывать содей-
ствие проведению эффективных бюджетных реформ. 

Ключевые слова: децентрализация, государствен-
ные финансы, межбюджетное финансирование, мест-
ные бюджеты, доходы местных бюджетов. 
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mation of local budgets and systematizes proposals on the 
prospects of financial decentralization in the context of the 
need for reforming the power system in Ukraine. The pri-
ority directions of the management of public finances are 
defined: substantiated formation, transparent distribution 
and redistribution and effective use, which will promote ef-
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framework of the system of intergovernmental financing 
will contribute to the implementation of effective budget 
reforms. 
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REAL ESTATE AS AN EFFICIENT INSTRUMENT FOR INNOVATIVE ACTIVITIES  

OF INDUSTRIAL ENTERPRISES IN MODERN CONDITIONS 
 
Statement of the problem. In the conditions of 

modern economic development in the activity of indus-
trial enterprises of Ukraine there is a need to increase the 
level of investment potential, to develop ways and 
mechanisms for ensuring their sustainable development 
and activity, using the tools of transformational change. 
Modern trends of innovation development of Ukrainian 
industrial enterprises characterize the country's position 
in international ratings, in particular, in the annual 
Global Innovation Index 2014, published by the Cornell 
University, the business school INSEAD and the World 
Intellectual Property Organization, Ukraine ranked 
63rd. The value of the Ukrainian innovation index has 
peaked in the last four years and amounted to 36.3 
points, which exceeds the average index among low-in-
come countries below the average (29.5), but does not 
correspond to the average European level (47.2). How-
ever, Bloomberg ranked Ukraine among the top 50 most 
innovative countries in the world [1]. 

One of the modern effective tools for innovation 
management by industrial enterprises is the reengineer-
ing of business processes, which is especially relevant 
in the Ukrainian economy, where there is a need for 
rapid adaptation to the effects of unstable environmental 
factors. However, the implementation of transforma-
tional measures, including the radical nature, which is 
the reengineering of business processes, requires effec-
tive investment support for the implementation of reen-
gineering measures. An analysis of the economic perfor-
mance of domestic machine-building enterprises for 
2011-2015 found that more than one third of enterprises 
are unprofitable (39.1%), while the average level of 
profitability in the industry varies at the level of 1.2% in 
2015 [2]. This is due to the fact that the majority of do-
mestic machine-building enterprises feel shortage of 
working capital, limited credit resources, therefore ne- 
cessary tools that will ensure cost minimization, 
strengthening of competitive advantages of manage-
ment. Such conditions stimulate the increase of the effi-
ciency of business processes of enterprise management 
through the use of tools for reengineering. Reengineer-
ing, aimed at redesigning business processes to achieve 
radical improvement of industrial enterprises, is one of 
the most advanced and effective tools of this type. 

Analysis of recent research and publications. 
The research and development of methodological ap-
proaches to the introduction of reengineering at indus- 

trial enterprises is dedicated to the work of famous sci-
entists, namely: V. Andrienko, L. Balabanova, A. Vo-
ronkov, V. Gerasimchuk, V. Grinev, V. Pastukhova,  
O. Pakhomov, V. Tupkalo, Z. Shershnev, M. Chernenko 
and others. Despite the broad coverage of reengineering 
issues in modern scientific work, they are largely of a 
general nature and are not systematized with regard to 
approaches and methods for realizing business process 
reengineering. 

The purpose of the article is to determine the need 
for implementation of business process reengineering at 
modern industrial enterprises, depending on the require-
ments of the environment. 

Presentation of the main research material. 
Modern enterprises operate in an aggressive and com-
plex environment that is rapidly changing. This causes, 
on the one hand, the need for adaptation to it, on the 
other - taking into account current trends and identifying 
priority areas of change in the enterprise management 
system. In particular, the main factors driving them to 
change are today: acute competition in most areas of ac-
tivity; globalization processes that lead to the fact that 
competition takes place on a global scale, rapid tech-
nical and technological changes in the conditions of in-
tensification of innovation processes. These factors 
form an unstable and unpredictable environment, the 
functioning of which requires constant and often radical 
changes. Under these conditions, there is a need to re-
build the entire enterprise management system in order 
to ensure its effective functioning and radical improve-
ment of activities, which is why most advantageous is 
the use of the business process reengineering (RBP) 
method. The concept of RBP is based on a process-ori-
ented approach to enterprise management. Each process 
thus has its own goal, which is the criterion of its effi-
ciency – how optimally this process leads to its achieve-
ment. Business process reengineering is an integrated 
method that allows you to set up an enterprise to imple-
ment strategic goals and objectives by optimizing the 
execution of units by all its functions and operations.  

Therefore, its application will be optimized in ac-
cordance with the company's strategy, to ensure busi-
ness transparency for owners and managers; efficiently 
manage operational activities; make processes predic- 
table; formalize the processes for the next automation. 
Reengineering involves shifting the emphasis of in-firm 
management with a specialization on interfacial busi- 



L. Byvsheva, O. Kondratenko 

127 
Економічний вісник Донбасу № 4(54), 2018 

ness processes, such as, for example, developing a new 
product or service, executing customer orders, after-
sales service, and more. 

The purpose of reengineering business processes is 
to integrate and systematic modeling and reorganization 
of material, financial, information flows, aimed at sim-
plifying the organizational structure, redistributing and 
minimizing the use of various resources, reducing the 
terms of realization of customer needs, improving the 
quality of their services. Reengineering business pro-
cesses of an industrial enterprise provides the following 
tasks: 

1) determination of the optimal sequence of exe-
cuted functions, which leads to a reduction of the cycle 
of production and sale of goods, resulting in an increase 
in the turnover of capital and growth of all economic in-
dicators of the enterprise; 

2) optimizing the use of resources in a variety of 
business processes, which minimizes the costs of pro-
duction and circulation and provides the optimal combi-
nation of different activities;  

3) building adaptive business processes aimed at 
rapid adaptation to change the needs of end-users of 
products, production technologies, and the behavior of 
competitors on market and, accordingly, improving the 
quality of customer service in the conditions of dynamic 
environment; definition of rational schemes of interac-
tion with partners and clients, and, as a consequence, 
profit growth, optimization of financial flows. Figure 1 
shows the factors of reengineering, which ensure the 
success and efficiency of business processes of an in-
dustrial enterprise. 

 
 

Focusing 

Determining roles 

Intelligibility 

Own budget 

Leadership 

Employees 

Motivation 

Technological 
support 

Consultancy 

Risk 

Senior management should be aware of the need for reengineering and entrust it to leading 
experts. 

It is important that project team members master the methodical tools for reengineering, 
especially in the field of information security design 

The head of the reengineering project must be skilful, responsible organizer, have 
unquestionable authority at the enterprise. He should be delegated extensive powers to 
create a team and attract the necessary resources 

Consultations are required for reengineering during its first implementation. However, 
consultants, although they provide significant assistance to project implementers, carry out 
supporting, rather than leading role in its implementation

The reengineering team needs to attract the most qualified staff who can abandon the usual 
standards of thinking and creatively solve problems. 

Participants in reengineering influence their results with their knowledge and skills. It is necessary to clearly 
understand what risks may arise when implementing a new concept and minimize them in a timely manner. 

The task of reengineering in the context of the strategic objectives of the enterprise should 
be clear to each employee, which will facilitate the activation of creative search. 

Its presence reduces the time spent on coordination with the management of the necessary 
funds, promotes rational use of them. 

A change in the concept of the company's activities proposed in the reengineering project 
should focus on its most important goals, namely, to direct all efforts and resources to their 
implementation 

Clearly define roles and responsibilities involving the involvement of not only professionals and managers 
responsible for organizing those business processes that are being rebuilt, but also specialists who know how to 
change processes in order to significantly improve their effectiveness and efficiency. 

 
Fig. 1. Reengineering factors that ensure the success and efficiency of business processes  

of an industrial enterprise 
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The main motivating factors for carrying out RBP 
at the enterprise (in the conditions of existing potential 
opportunities) can be: introduction of information tech-
nologies, poor state of socio-economic indicators of the 
operation of the enterprise, irrationality of the organiza-
tional structure of management and inefficiency of the 
organization of work, etc. Most modern managers are 
convinced that the use of reengineering in enterprises in 
Ukraine is not a logical and ineffective tool for changes 
in the current conditions of their management. Partly 
agreeing with this position in the sense of the existing 
capabilities of the enterprise, it is worth pointing out that 
the benefits of its application is that the RBP highlights 
the setting of new goals and the use of new management 
methods, dictated by the current situational factors of 
their functioning and development, namely: a sharp de-
crease in the time spent on performing functions; reduc-
tion of personnel and costs of performing functions; the 
global challenges of socio-economic processes, includ-
ing work with clients and partners in any country; in-
crease of staff mobility level; accelerated advancement 
of new technologies and the formation of the infor-
mation society.  

At the same time, the RBP is based on and executed 
by the leaders of such key tasks [3]: constant improve-
ment of the quality of services, in contrast to increased 
profits; transformation and dynamic improvement of or-

ganization of work; concentration of attention on quali-
tative indicators of the effectiveness of managerial pro-
cesses; formation of the opportunity for employees to be 
proud of the results of their work; reduction of expenses 
for enterprise services, etc. 

It should be noted that the development of LBP 
processes in Ukraine is possible only with the establish-
ment of a thorough methodological and instrumental ba-
sis with the consolidated efforts of state authorities and 
other small business entrepreneurs. In this direction, for 
the development and expansion of RBP in Ukraine, it is 
necessary to develop a mechanism for its implementa-
tion on domestic enterprises in the following areas: first, 
to prepare the appropriate specialists in the field of reen-
gineering; secondly, to establish centers of the RBP and 
to develop a legislative and regulatory framework that 
will regulate their activities. While substantiating the es-
sence and tasks of the functioning of such centers using 
the conceptual and methodological approach, domestic 
scientists have been asked to create them on the basis of 
the Ukrainian Fund for Entrepreneurship Support [3]. 
Accordingly, the mechanism of implementation of the 
domestic RBP system is shown in Figure 2. The training 
of specialists in the field of LBP can be carried out by 
higher educational institutions at the master's educa-
tional and professional programs "Business Process 
Management of the Enterprise" and "Business Process 
Reengineering". 
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Fig. 2. Mechanism for the development of reengineering business processes in Ukraine [3] 
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A prerequisite for such training is to increase li-
censed volumes of government orders for this speciali-
zation. As a result of training of such specialists, the 
market will receive such specialists as business analysts 
(RBP specialists). The use of RBPs in the activities of 
enterprises of Ukraine should be carried out in order to 
optimize the financial, economic, organizational, tech-
nical and human resources of the enterprise. In turn, the 
balancing of system-forming business processes of en-
terprises will allow to increase quantitative and qualita-
tive indicators of their provision of services and produc-
tion, as well as increase the level of competitiveness and 
provide favorable conditions for the introduction and 
development of entrepreneurship in Ukraine. 

The success of reengineering business processes is 
due to certain factors: in the first it is connected with the 
rapid innovations in the enterprises, since radicalness 
and rapidity determine the separation of the enterprise 
from the situation in which it is at this stage. Accor- 
dingly, in order to avoid conflicts in the enterprise, it is 
necessary that its staff be configured for such rapid and 
radical changes in the nature of its work, the definition 
of the scope of work, responsibility and customization 
for team work; secondly, the success of the implemen-
tation of reengineering determines the formation of each 
employee's unified understanding of the priority future 
for the company's personal contribution to its achieve-
ment; Thirdly, the creation of the necessary environ-
ment and infrastructure for training, professional growth 
and development of creativity of workers plays an im-
portant role; Fourthly, reengineering has been closely 
interacting with information technologies since its in-
ception, which, in turn, enables the transformation of the 
processes that constitute the essence of reengineering. 
This interaction is a symbiosis: without reengineering, 
information technology almost does not bring results, 
and without information technology reengineering is al-
most impossible. It is possible to distinguish the follow-
ing stages of implementation of reengineering business 
processes of innovation activity of industrial enter-
prises: 

– development of the project and the allocation of 
business processes (defined goals and objectives of the 
project, formed a team of reengineering, defined the 
concept of reengineering); 

– documentation of business processes (at this 
stage, the construction of graphic models of business 
processes is carried out on the basis of the proposed 
method of their documentation, chronometric compo-
nents of operations of business processes); comparative 
analysis of business processes (business processes ana- 
lysis is conducted in order to compare them with the 
business processes of the leading structural divisions of 
the enterprise or competitors); 

– production of the image of the future company 
(this stage is intended to form a system of views on a 
new company, in accordance with its goals and capabi- 

lities); analysis of problems and redesign of business 
processes and technologies (identification of problem 
areas of business processes); 

– introduction of new business processes, techno- 
logies and evaluation of results (at this stage, it is neces-
sary to compare the results of the effectiveness of busi-
ness processes with planned criteria at the beginning of 
reengineering, taking into account expenses by type of 
functional activity) [4]. 

In order to see bottlenecks in the process of intro-
ducing reengineering of the enterprise innovation acti- 
vity and to effectively manage them, it is necessary to 
link the implementation of certain business processes 
with its target strategic indicators. To do this, a compar-
ison of the strategic goals and objectives of the enter-
prise with the inputs and outputs of innovative business 
processes of reengineering, reveals the dependence of 
the results of the enterprise on the results of the imple-
mentation of innovative business processes. There is a 
need to fix existing business processes in order to eva- 
luate their effectiveness, otherwise, in the future, there 
may be significant costs due to inefficient work of em-
ployees, violation of obligations under contracts, the 
need for restructuring, and so on. This causes both seri-
ous financial costs and loss of the image of the enter-
prise. 

Thus, the use of business process reengineering as 
an innovative management tool for industrial enterprises 
can provide additional resources (financial, personnel, 
technical, etc.) by investing them in basic production, as 
well as improving the consistency of procedures, meth-
ods and instrumental management support, its adapta-
tion, minimization cost and time costs. 

Conclusions. Summing up, it can be argued that it 
is necessary to introduce RBPs at Ukrainian enterprises 
for their fundamental changes and to bring them to a 
more qualitative level of functioning. Taking into ac-
count the above, changes can be caused by a number of 
reasons and managers of enterprises should be ready for 
their implementation. For the further development of 
RBP in Ukraine, a mechanism for implementation has 
been proposed, which will allow to increase the number 
of specialists of this sphere and the awareness of enter-
prises of Ukraine about this method of managing pro-
cesses in organizations. 
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Бившева Л. О., Кондратенко О. О. Реінжині-
ринг як ефективний інструмент інноваційної діяль-
ності промислових підприємств в сучасних умовах  

У статті визначено чинники реінжинірингу, що 
забезпечують успіх та ефективність бізнес-процесів 
промислового підприємства. Обґрунтовано необхід-
ність впровадження реінжинірингу бізнес-процесів на 
сучасних промислових підприємствах в залежності від 
вимог зовнішнього середовища. Для подальшого роз-
витку реінжинірингу бізнес-процесів в Україні запро-
поновано механізм реалізації, що дозволить збільшити 
кількість фахівців даної сфери та проінформованість 
підприємств України про даний метод управління про-
цесами в організаціях.  

Ключові слова: реінжиніринг бізнес-процесів, 
промислове підприємство, інноваційна діяльність, ін-
формаційний потік, інструмент управління, глобаліза-
ційні процеси. 

 
Бывшева Л. А., Кондратенко О. А. Реинжини-

ринг как эффективный инструмент инновацион-
ной деятельности промышленных предприятий в 
современных условиях 

В статье определены факторы реинжиниринга, 
которые обеспечивают успех и эффективность бизнес-
процессов промышленного предприятия. Обоснована 
необходимость внедрения реинжиниринга бизнес-про-
цессов на современных промышленных предприятиях 
в зависимости от требований внешней среды. Для да-
льнейшего развития реинжиниринга бизнес-процессов 
в Украине предложен механизм реализации, который 
позволит увеличить количество специалистов данной 
сферы и протнформированность предприятий Укра-
ины о данном методе управления процессами в орга-
низациях.  

Ключевые слова: реинжиниринг бизнес-про-
цессов, промышленное предприятие, инновационная 
деятельность, информационный поток, инструмент 
управления, глобализационные процессы. 

 
Byvsheva L., Kondratenko O. Real estate as an ef-

ficient instrument for innovative activities of industrial 
enterprises in modern conditions  

The article defines the factors of reengineering, which 
ensure the success and efficiency of business processes of 
an industrial enterprise. The necessity of implementation 
of reengineering of business processes in modern industrial 
enterprises according to the requirements of the environ-
ment is substantiated. In order to further develop the reen-
gineering of business processes in Ukraine, a mechanism 
of implementation is proposed that will allow increasing 
the number of specialists in the given field and the aware-
ness of enterprises of Ukraine about this method of manag-
ing processes in organizations. 

Keywords: reengineering of business processes, in-
dustrial enterprise, innovation activity, information flow, 
management tool, globalization processes. 

 
Received by the editors: 18.07.2018 
and final form 14.12.2018 

  



H. Hasanov, R. Sultanova 

131 
Економічний вісник Донбасу № 4(54), 2018 

 
 

UDC 316.48+316.7 
H. Hasanov, 

dissertant,  
Azerbaijan Tourism and Management University, 

R. Sultanova, 
DrHab (Economics), 

Economic Institute, ANSA 
 

INFLUENCE OF PERSONAL RELATIONSHIPS TO CONFLICT 
 
Introduction 
In general, when studying the influence of personal 

relations on the conflict, the features of these relations 
come to the fore. What personal relationships depend on 
how they are formed, and what are its features, the  
answer to the question itself can logically raise the issue 
of the conflict. 

Relations between people and direct participation 
of a person can include two or more participants. These 
are interests, tastes and goals that unite people. Personal 
relationships are reflected in the following forms of real 
life: 

• Individuals working in the same organization 
• People who work in the same team 
• Relationship between relatives and relatives 
• Friendly relations 
In addition to these, there are also relationships that 

can arise among groups (student’srelationships with 
teachers) and in form of group-individual relationships. 
First of all, there are certain conditions for a healthy re-
lationship. These terms are described in the "Education 
Management Publishing House" as follows: 

• "Individuals should have goals and tasks that 
meet common interests. 

• Everyone should respect the views and opinions 
of others and have a sense of mutual trust. 

• Everyone should be interested in working to-
gether in a healthy relationship. 

• Transparency and sincerity also play a key role in 
the relationship" [1]. 

The relationship between people in the workplace 
is the relationship between employees working in the 
same company, which is also vital. Each person takes 8-
9 hours of work, during which it is impossible to just 
work and not use the support of other team members. 
Unlike technical equipment, a human cannot work with-
out a break, and he always needs communication to 
share his feelings in the process of work. Activities iso-
lated from others make it more sensitive to stress and 
anarchy. Only working people see that their work is  
boring, and they need someone who can share their  
secrets at work. 

The positive effect of the relationship on the effec-
tiveness of decision-making is a fact, proved by a series 
of research studies. The positive and negative impact of 

possible options and the discussion of a number of other 
issues in solving any problem further increases the like-
lihood of achieving the interests of both employees and 
the entire organization. In discussions that members of 
the group can offer ideas and strategic solutions, a trans-
parent environment must be created to further reduce the 
way for effective teamwork so that everyone has free-
dom of expression. Because personal relationships af-
fect culture, misunderstanding of relationships causes a 
negative environment. These types of conflicts directly 
or indirectly affect the business environment and 
achieve an effective result, as mentioned in previous 
chapters. 

In personal relationships there is an understanding 
of interdependence, which is the result of the interaction 
of people in relationships. Interdependent can be de-
scribed only in different ways, depending on the nature 
of the effect. 

"... We can designate mutual relations as individual 
relations of each person, whose behaviour depends on 
interaction, emotional states, data exchange and behav-
iour of response" [96]. 

In every single dependence, each person depends 
on the other. In relations, relations between people are 
characterized by methods used by each person to protect 
the interests of the other party. In other words, these be- 
nefits, on the one hand, include rewards and benefits, on 
the other hand, fines and expenses. 

"The theory of interdependence consists of a logi-
cal analysis of the structure of human relations. These 
analyses constitute a conceptual idea for the analysis of 
the relationship between the six dimensions. Through 
the concept of transformation, theory explains how  
people's long-term goals are formed, as well as relation-
ships established to the extent that they relate to the in-
terests of the person they are dealing with" [2]. 

The logical consequence of this process is the pro-
cess of mutual relations, characterized by the fact that 
each person takes steps that meet the interests of himself 
or the opposite side.  

“The essence of socio-psychological thinking is 
very well described by the "importance of the situation". 
Indeed, the behaviour (B), expressed as a function in the 
form B = f (P, E), is determined not only by the charac-
teristics of the person (P), but also by the state or social 
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environment (E) (Lewis, 1936). Of course, the essence 
of socio-psychological analysis can be more clearly ex-
plained by examining our goals in interpersonal rela-
tionships. Thus, expanding the above formula, we will 
call needs, ideas and interests in relation to one of the 
two (2) persons (A and B) in each particular case (Holms 
2002, Kelley, 2002) and we will express it as I = f (S, A, 
B)” [2]. 

Let's just say, Mr. Orkhan and Mrs. Sevinc are 
looking for a place to spend the summer holidays. Im-
agine two scenarios for describing the analysis of rela-
tionships: 

1. In this case, their interests cross: despite of the 
fact that Mr. Orkhan wants to go to sea side for relaxa-
tion, Mrs. Sevinc prefers to visit Rome. In this type of 
situation, each person will try to justify their thoughts 
with strong arguments. "I really need to have some fun 
in Rome," and therefore everyone will be consciously 
involved in understanding the needs of the other side  
“I wonder if Orkhan wants to rest in Rome after a long 
and hard work during the year." The situation gives each 
person the opportunity to put their goals and interests in 
a relationship, "whose needs are more important?", 
"Will Sevinc accept my wishes? "). Solving the problem 
between these two people can lead to fair rules as to 
solving the problem of "my turn" or "you deserve a good 
rest"”.  

2. In this case, the interests of Orkhan and Sevinc 
coincide: both want to spend a vacation in Rome. In 
such cases, there is no need for information, such as 
search, self-expression and reasoning, to justify their 
opinion. At the same time there is no need for any party 

to satisfy something contradicting his personal interests, 
while in our case any step taken by Orkhan will step by 
step satisfy Sevinc as well. In this example, the main 
problem in the relationship can be coordination: the date 
of the strike, the definition of time or the choice of the 
person who organizes them. 

From these two examples, a very important prob-
lem arises: a more justified explanation of the relation-
ship of people with each other can be more useful. A 
friendly explanation of the relationship is based on a 
contextual analysis of the needs of each individual in 
proportion, consciousness and enthusiasm and the situ-
ation in which the relationship takes place. Thus, the si- 
tuation forms the real structure of human relations. 

There are many cultural theories that give great ad-
vantages in assessing the relationships between people 
who represent different cultures in the work environ-
ment. If there are about 200 internationally recognized 
countries in the world, then it is possible to predict the 
number of cultures representing them. Richard Lewis 
classifies the countries of the world into three main ca- 
tegories in his scientific work: "The intersection of ci- 
vilizations": a. Linear Active; b. Multi Active; c. Reac-
tive; 

Representatives of peoples representing a linear ac-
tive culture are people who are more inclined to engage 
in a highly professional task. Those who represent 
multi-activist cultures are more egocentric, like to speak 
and express themselves. The reactive carriers of civili-
zation are those who like to listen and respect listening 
skills at all stages of their lives that exceed respect. 

 

Table 
Richard Luis, “When Cultures Collide”, LMR Model [3] 

 

 
 
The above table shows the general characteristics 

of peoples in accordance with the LMR model. This is a 
general approach and provides the necessary infor- 
mation in terms of reflecting the characteristics of the 

people represented. If we divide the countries of the 
world into this division, then we will have a clearer pic-
ture of the matter. 
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As noted in Fig. 1, countries representing a Linear 
Active culture are Germany, Switzerland and the United 
States. Representatives of a Multi-Active culture are 
Latin America, Italy, Spain and Africa. Reactive culture 
is manifested in China, Vietnam and Japan. Other coun-
tries may have common functions, depending on the lo- 

cation of the triangle shown in the graph, by taking signs 
of one of above mentioned categories. For example, we 
can show Iran and Turkey, which have 80% common 
elements with the cultural characteristics of Azerbaijan. 
These countries are related to a reactive and multi-active 
line and have both of the above categories.  

 

\ 
 

Fig. 1. LRM Model: Segmentation by Countries [3] 
 
However, it would be important to note that if we 

include any of the cultures reflected by any country to 
any of these categories, it would be wrong to apply it to 
the entire population of that specific country. Theoreti-
cally, this issue is especially emphasized by the fact that 
the age of people, their profession, personal taste and 
upbringing, which they receive in their environment of 
life, can determine whether they belong to one category 
or another. 

The above LRM model is the decisive factor in in-
terpersonal relationships. Personal relationships are of-
ten associated with people against a backdrop of cultures 
that should be emphasized as a factor that creates con-
flicts or promotes a more rapid development of relation-
ships. 

In addition, Richard Lewis in his work "Meetings 
of Civilizations" also discussed the point of view of  
people who represent these 3 types of cultures when pre-
senting the LMR model. Thus, since each cultural rep-
resentative represents a different approach to time, their 
relationship to everyday events and behaviour also cre-
ates a difference that ultimately leads to conflict. 

As an example of this, we can show the attitude of 
an American person to the concept of time. As can be 
seen in Fig. 2, the concept of modern understanding, 
separating the past and the future, consists of specific 
tasks. In a word, the American people now consist of 
tasks, real work and material resources provided to him. 
For this reason, a statement was defined, such as "time 
is money", because the society was formed, and the 
price determined by the monetary unit per minute was 
determined. 

“Americans are not the only people who worship 
on time, as this has already become a religion in Swit-
zerland and Germany. Together with England, the Ne- 
therlands, Austria and Scandinavia, these nations view 
time as a linear concept. Like the Americans, they also 
believe that they were wasted without taking any deci-
sions or taking appropriate measures” [3]. 

In particular, it should be noted that this group is 
monochrome, performing only one task at a certain time 
interval, focusing on it in a given schedule. 
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Fig. 2. LRM Model: “Time” Perception of American person [3] 

 
Multi-active culture indicates the perspective of 

time for compatible cultural representatives, which re-
flect the exact opposite of the concept of linear time. 
Spaniards, Italians and Arabs are indifferent to the pas-
sage of time, and the main reason is that they like to 
shorten the conversation. "The end of the conversation" 
for representatives of these peoples is the best way to 
assess time. Time for the Italians is connected with hu-
man feelings, so his dialogue with the German will end 
with the following conclusion.  

“Italian: Are you nervous because I came at 9:30? 
A: Because the schedule was agreed at 9:00. 
A: Then change the schedule and do it at 9:30 so 

that we are both happy. " 
It should be taken under consideration that, the pro-

posed schedule is of paramount importance for the Ger-
man, but the concept of the Italian for the table means 
"anobject which is subject change." 

"The Italian believes that personal relationships are 
so important that they do not lose value when they meet. 
Improper table replacement can be insulting to Germans 
in terms of cleanliness, discipline and discipline" [3]. 

Fig. 3 illustrates the daily characteristics of the ac-
tivities of peoples reflecting a multi-active culture. Al- 
though theoretically oriented actions are planned for 
several hours, it is normal that the plans are imple-
mented with a 30-40-minute error. The most recent ap-
pointment, appointed at the end of the working day, is 
delayed or it is expected that the person will wait at least 
1 hour. Taking into account all this, it was proved that, 
in fact, this is one of the most obvious examples of the 
conflict between people who come together to work 
within the company and outside of it. From the scientific 
point of view, the existence of conflicts in personal re-
lationships is explained in this way. 

 

 

Fig. 3. LRM Model: “Time” Perception of Multi-active cultures [3] 
 
The concept of cyclic time is manifested in people 

who represent the Reactive cultural background. Chi-
nese and most Asian people are trying to make better 
decisions, "turning around the pool." However, they are 
very sensitive to and cannot tolerate the loss of time. In 
all official events, the Chinese people thank the partici-
pants for their valuable time and participation. 

“The question of punctuality in most Asian coun-
tries is also considered as one of the important factors. 
Indeed, the appointment of the meeting between the two 

sides occurs because the Chinese take 15-30 minutes to 
reach the time and interests of the person before trying 
to finish the meeting” [3]. 

If it is necessary, in 10-15 minutes after the begin-
ning of official meetings it will be announced to the par-
ticipants in advance. Here, as mentioned earlier, the con-
cept of the value of time is emphasized and manifested 
in the way of life of the Asian people. 
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Generally speaking, personal relationships are very 
much dependent on psychology. It’s obvious that cul-
ture and environment that person is growing up is show-
ing its inevitable influence to the character and person-
ality of every human being. Thus, cultural background 
which is identified by the LRM model of cultural cate-
gories clearly explains us how conflicts can start within 
organizations with cultural variety existing among em-
ployees. There is no need to have international staff 
among employees, event citizens of same country can 
show different cultural traits to certain situations which 
can lead to conflicts. Therefore, it’s very important for 
modern managers to be aware of cultural diversity as an 
element of interpersonal relationships which can results 
in conflicts. 
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Гасанов Г. М., Султанова Р. П. Вплив персо-

нальних відносин на конфлікт 
У статті досліджуються основні теорії культури, 

на основі яких пояснено, як особисті відносини можуть 
грати життєво важливу роль в управлінні конфліктами. 
Були вивчені міжнародні підходи до вирішення кон-
фліктів, а отримана інформація систематично аналі-
зувалася і представлялася у вигляді інструкції, яка 
може використовуватися для управління готельними  
 
 
 

об'єктами, а також іншими підприємствами. Однак 
важливо відзначити, що більшість керівників можуть 
зіткнутися з низкою серйозних проблем на своїй ро-
боті, оскільки вони не знають життєвої ролі особистого 
культурного фону. 

Таким чином, ця стаття містить наукову новизну 
з точки зору пояснення концепції конфлікту, рішення 
його проблем і проведення інформаційно-роз'яс-
нювальної роботи по цій темі. 

Ключові слова: організаційна поведінка, управ-
ління конфліктами, міжкультурна компетентність, осо-
бисті відносини. 

 
Гасанов Г. М., Султанова Р. П. Влияние персо-

нальных отношений на конфликт 
В статье исследуются основные теории культуры, 

на основе которых объяснено, как личные отношения 
могут играть жизненно важную роль в управлении 
конфликтами. Были изучены международные подходы 
к разрешению конфликтов, а полученная информация 
систематически анализировалась и представлялась в 
виде инструкции, которая может использоваться для 
управления гостиничными объектами, а также дру-
гими промышленными предприятиями. Однако важно 
отметить, что большинство руководителей могут 
столкнуться с рядом серьезных проблем на своей ра-
боте, поскольку они не знают жизненной роли личного 
культурного фона.  

Таким образом, эта статья является научной но-
визной с точки зрения объяснения концепции кон-
фликта, решения его проблем и проведения информа-
ционно-разъяснительной работы по этой теме. 

Ключевые слова: организационное поведение, 
управление конфликтами, межкультурная компетент-
ность, личные отношения. 

 
Hasanov H., Sultanova R. Influence of personal 

relationships to conflict 
In this research document main theories of culture are 

investigated, based on which it will be explained how per-
sonal relationships can play a vital role in management of 
conflicts. International approaches to conflict resolution 
were investigated and the information received was sys-
tematically analysed and presented as an instruction that 
can be used to manage hotel facilities as well as with other 
industrial enterprises. However, it is important to note that 
most managers may face a number of serious problems in 
their workperformance, because they do not know vital 
role of personal cultural backgrounds. From this point of 
view, the article is a scientific novelty in terms of explana-
tion of the concept of conflict, solving its problems and 
conducting awareness-raising work on this topic. 

Keywords: organizational behaviour, conflict ma- 
nagement, intercultural competence, personal relation-
ships. 
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THE INFLUENCE OF GLOBALIZATION PROCESSES  

ON STRATEGIC DEVELOPMENT OF HUMAN CAPITAL  
OF INDUSTRIAL ENTERPRISES OF UKRAINE 

 
Formulation of the problem. In the conditions of 

globalization of national economies, the regulation of 
sustainable social and economic development requires 
rapid adaptation to international competition, which is 
possible with increasing the competitiveness of man and 
society – the synthesis of his knowledge, innovations 
and information, as well as institutions of state and en-
trepreneurship. Knowledge, information and their car-
rier – an educated person, able to generate ideas and new 
knowledge, as well as to innovate, becomes the main re-
source and at the same time the purpose of economic 
development of the state. 

The development of the Ukrainian economy is ac-
companied by the reform of the mechanism of financial 
management by industrial enterprises, achieving com-
petitive advantages becomes much more difficult to en-
sure only through effective financial management and 
investments in physical assets. This is due to the fact 
that, in emerging and highly competitive markets, a non-
financial mechanism based on the valuation and ma- 
nagement of intangible assets of an industrial enterprise 
has become increasingly important. Today, along with 
gaining profit and increasing capitalization of enter-
prises, priority directions of strategic development are 
the preservation and expansion of the share of the mar-
ket of products sales, improvement of internal business 
processes, which are achieved through effective man-
agement of labor resources. 

Analysis of the last researches and publications. 
In the writings of many authors, human resources are 
increasingly seen as human capital, which is the most 
valuable asset and, in line with the strategic goals of the 
company, provides the desired income and creates com-
petitive advantages. The theoretical aspects of strategic 
management of human capital are devoted to the works 
of domestic and foreign scientists: V.M. Heyets, L. Ed-
vinson, O.A. Grishnova, O.L. Eskova, R. Kaplan,  
D. Norton, Nils-Goran Olve, J. Fitz-Yenza, H. Ramper-
sada and others. In the works of these authors, attention 
is paid to the management of the strategy through the 
Balanced Scorecard (BSС), but the proposed economic 
toolkits are aimed at managing the aggregate of re-
sources. At the same time, there is no clearly formulated 
methodological approach to the strategic management 
of human capital, which is a key component of the coun-
try's strategic potential. 

The purpose of the article is to determine the im-
pact of globalization processes on the strategic develop-
ment of human capital of industrial enterprises in 
Ukraine. 

Presentation of the main material. Modern con-
ditions of functioning of the Ukrainian economy, char-
acterized by constant changes in the external environ-
ment, increasing competition in all spheres of activity, 
require the necessary search for tools that will allow 
them to respond promptly to their influence and develop 
a strategy for development, taking into account these 
factors. One such tool is balanced system of indicators. 
One of these tools is a balanced metrics system. A cha- 
racteristic feature of this system of indicators is that it 
uses as methods of managing the activities of enterprises 
not only financial indicators that reflect the efficiency of 
the business entity in the past, which do not solve the 
problems that arise in the "real time", do not allow to 
prove the strategic objectives of the enterprise to all 
workers, but also non-financial indicators that reflect the 
achievement of strategic goals in various aspects of 
business and at all levels of management. Within the 
framework of a balanced system of indicators, a classic 
approach is used in determining the strategy "from the 
top down", which involves concentration of efforts on 
the external and internal market conditions, namely, on 
the following factors: the requirements of suppliers and 
buyers, the appearance of substitutes of products and 
technology, and so on. This approach requires careful 
assessment of the company's internal capabilities, which 
are measured by the level of human capital training and 
qualifications. The more important the employee factor 
to achieve the strategy, the more significant the combi-
nation of LSS with the system of personnel manage-
ment. Fig. 1 shows a balanced system of indices of an 
industrial enterprise. 

In order to describe the status of human capital 
(professional knowledge, skills and abilities) and its role 
in supporting the strategy, it is necessary to determine 
the degree of strategic readiness of human capital. Stra-
tegic readiness – an analogue of liquidity: the higher the 
degree of readiness, the faster the intangible assets can 
be converted into cash [1, p. 79].  

The assessment of human capital readiness is car-
ried out in two ways: 

1) on the basis of strategic occupations;  
2) based on strategic values. 
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Fig. 1. Balanced system of indicators: control loop (strategy tactics operational management) [1] 

 
The central place in a strategically oriented system 

of motivation belongs to strategic readiness. Strategic 
readiness of human capital is formed in the process of 
implementation of the following stages: 

1) definition of groups of strategic professions; 
2) development of profiles of strategic competen-

cies of employees; 
3) identification of the capabilities and competen-

cies of employees; 
4) elimination of "breaks of competencies"; 
5) monitoring of the implementation of strategic 

tasks and drawing up a report on the strategic readiness 
of the personnel. 

Strategic readiness of human capital contains a 
number of strategically important indicators: level of 
employee's preparedness, strategic compliance of the 
position, satisfaction with the results of their work and 
others, which are mainly non-financial nature and form 
the basis of strategic business cards. 

The system of motivation based on strategic readi-
ness due to its non-financial orientation makes it diffi-
cult to assess the effectiveness of the use of human ca- 
pital in monetary terms. This system of motivation re-
quires the addition of intangible parameters financial in-
dicators of the budgeting system, which will lead to a 
balanced material and moral remuneration of the em-
ployee in the performance of strategically important 
tasks. Motivation of strategic readiness allows to in-
crease efficiency of management of human capital of the 
enterprise, offering an alternative approach to the estab-
lishment of compensatory payments to employees, by 
setting a certain threshold of values of strategic indica-
tors. Thus, the motivation for strategic readiness is an 

effective tool for managing human capital, since it al- 
lows for a balance between financial and non-financial 
forms of employee incentives in line with the strategy. 
Fig. 2 presents a balanced system of motivation for hu-
man capital of an industrial enterprise. 

Thus, despite the fact that the HRF of human capi-
tal is not able to provide a concrete monetary assess- 
ment of this intangible asset, human capital is an indis-
pensable resource of domestic enterprises in the condi-
tions of globalization, and therefore needs a scientifi-
cally sound management and evaluation exactly as the 
enterprise strategy requires. 

With the accession of Ukraine to the World Trade 
Organization (WTO) and taking into account its aspira-
tion for integration into the European Union, the domes-
tic market of Ukraine is no longer a protected area in 
which Ukrainian enterprises can profit in the event of 
the impossibility of exporting their own products and 
global trends towards the decline of industrial machine 
building. Moreover, the common source of problem for-
mation is the failure to take into account the role of the 
worker, his knowledge, skills and abilities. After all, this 
directly affects the quality of products, tools and tech-
nology used. 

Significant energy intensity leads to the need for 
enterprises to reduce wages to establish a competitive 
value of products. A coming to the market of foreign 
corporations that do not have such problems will lead to 
an outflow of workers (especially qualified ones) from 
domestic enterprises. 

Thus, the transformation of labor resources in the 
conditions of a market economy into human capital, re- 
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Fig. 2. Balanced system of motivation of human capital of industrial enterprise 

 
quires enterprises to acquire a new system of self-suffi-
ciency, including through the labor market. 

Effective work in any market is ensured by adher-
ing to marketing requirements, but for a commodity 
such as human capital, scientifically sound methodolo- 
gical support has not yet been developed. 

The application of the concept of human capital in 
the practical activities of a modern Ukrainian enterprise 
has resulted in the presence of not two [3], but three 
groups of factors that have a direct impact on human 
capital (Table 1). 

Table 1  
Factors influencing the development of human capital of a modern industrial enterprise 

General factors Individual factors Factors of Globalization
and informatization 

level of qualification of the worker 
strength education involvement in social networks 

industrial relations natural abilities and talents sources of information 
index of human capital official qualification the percentage of "virtual" friends 

in communication 
the specific weight of the wage fund in 
the price of the goods, the gross domes-
tic product 

abilities and skills 
knowledge of English (or other 
languages required by society) 

a generalized indicator of economic de-
velopment attitude to the place of work  

 possession of confidential information
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General factors are due to the level of development 
of the state and practically can not be changed at each 
separate enterprise or changed person personally. Indi-
vidual figures are specific to every person, and therefore 
they are considered for each individual individually and 
can be changed by a person personally or by the enter-
prise on which it operates. Therefore, they should be of 
the greatest interest to the management of the company, 
since managing human capital in an enterprise can only 
be done through these factors. 

However, the third group of factors gets an increa- 
singly important role. It is already an indispensable re-
quirement for the formation of personnel of creative pro-
fessions, but it also becomes important for workers' pro-
fessions, because modern workers must also receive ad-
vanced training, knowledge of new technologies, often 
from foreign partners or foreign management. In this 
sense, the worker who speaks a foreign language be-
comes more competitive. 

But for Ukraine, not only the problem of adapting 
the population to the foreign system of motivation in the 
country itself, but also the problem of motivation of ex-
ternal labor migration of the population is relevant, as 
Ukraine has continued to remain the exporting country 
of the labor force [4]. In addition, taking into account 
the global migration factor and the current situation with 
the number of migrants in the world and in our country, 
one can expect the problem of attracting foreign mi-
grants to the Ukrainian economy.  So far this problem is 
extremely poor, because most migrants from other 
countries in Ukraine do not work in the sphere of pro-
duction, but in the sphere of trade or they are self-em-
ployed persons. This does not solve, on the contrary, it 
exacerbates the social tension in society and does not 
contribute to solving the main issue - an increase in the 
human capital of industrial enterprises. Today, globali-
zation forms a single space, changing the socio-eco-
nomic life of an individual state, characterized by in-
creased international cooperation and increased open-
ness an economy that has both a positive and a negative 
effect. From the second half of 2014, industrial produc-
tion in Ukraine is rapidly falling, with the crisis most 
likely to cover the most complex and valuable industries 
(in terms of income and quality of jobs): machine-build-
ing, chemical and metallurgical production. According 
to the Gosstat of Ukraine, in May 2015, industrial pro-
duction declined by 20.7% compared to May 2014, and 
not only companies in Donetsk and Lugansk oblasts, but 
also their partners in other regions of Ukraine experi-
ence significant losses. According to the rating of the 
World Economic Forum Global Competitiveness Re-
port 2015-2016, in its competitiveness, our country has 
ranked 79th among 140 states (Ukraine lost three posi-
tions in the year, dropping from the 76th place). 12 fac-
tors were taken into account in rating formation, among 
them – quality of infrastructure, macroeconomic stabi- 
lity, innovative potential, level of technological deve- 

lopment, development of finery, quality of education 
and others [5]. 

The welfare of the Ukrainian people in 2015, ac-
cording to research by international agencies, has dete-
riorated: the country lost seven positions in the world 
ranking of the prosperity of the Legatum Prosperity In-
dex and ranked 70th in 142 countries (last year Ukraine 
was 63rd). Despite all the electronic innovations, 
Ukraine continues to lag behind in the ranking of Inno-
vation Index countries, which annually Bloomberg 
agency. This year, we managed to take only 41st place 
among 50 countries, although in the past we settled on 
the 33rd. But, at the same time, there are positive indi-
cators. This year, Ukraine has improved its position in 
the prestigious world ranking Doing Business – rose 
from 87 to 83 places [5]. 

Our country succeeded in the ranking of human 
capital that the World Economic Forum holds annually. 
Thus, the sum of the indicators on employment, living 
standards, literacy, education and longevity of the pop-
ulation of Ukraine overcame immediately 32 positions 
and rose in the ranking of 63 positions in 31 among  
124 countries [6]. 

Over the past year, Ukraine managed to make its 
economy much more attractive to foreign partners: in 
the world ranking of the investment attractiveness of the 
International Business Compass, compiled by the Ham-
burg Institute of World Economy, our country ranked 
89th out of 174 countries. In 2016, Ukraine made a real 
breakthrough, rising just 17 positions in the global 
Global Services Location Index outsourcing ranking, 
which is the AT Kearney consulting company. Thus, for 
one year among 55 countries Ukraine managed to in-
crease its positions from 41 to 24 places. To assess the 
attractiveness of a country for foreign companies, states 
view in several categories: financial attractiveness, busi-
ness environment, skills and availability of manpower 
[7]. 

Consequently, during the last decades under the in-
fluence of scientific and technological progress and 
technological competition, human development issues 
undergo significant changes. Human development is 
fundamental, since it is the human being that is the basic 
element of complex social and economic systems, 
which include national states. 

Conclusions. To ensure the quality of human cap-
ital and boost investment in its development in Ukraine 
it is necessary: to promote the process of innovative de-
velopment in educational institutions, supplemented by 
its introduction of innovative technologies in the field of 
higher education; provide training in accordance with 
the modern requirements of employers for their mobi- 
lity, the ability to generate new ideas and readiness to 
innovate within the strategic objectives of the enterprise; 
to introduce incentives for individual investments in hu-
man capital by excluding from personal income tax 
funds the measures for the protection and strengthening 
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of health, education for themselves and family mem-
bers, payments to pension and health insurance funds; 
regulate labor supply on the labor market, provide pro-
fessional training and quality improvement of the work-
force in line with the structural changes taking place in 
the economy, improve the financial security of the em-
ployment policy; to develop the system of vocational 
training and retraining, to promote the latest knowledge 
in the scientific, scientific and technological spheres; to 
consolidate in the Law of Ukraine "On Higher Educa-
tion" the right of employees of higher educational estab-
lishments who are authors of intellectual property ob-
jects, on the part of employer's income from the com-
mercial use of an object. 
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Івченкова О. Ю., Крикуненко К. М. Вплив гло-

балізаційних процесів на стратегічний розвиток 
людського капіталу промислових підприємств Ук-
раїни  

Визначено, що одним із  інструментів, який дозво-
ляє оперативно реагувати на зміни зовнішнього сере-
довища, зростання конкуренції в усіх сферах діяльно-
сті є збалансована система показників. Характерною 
особливістю цієї системи показників є те, що вона ви-
користовує в якості методів управління діяльністю під-
приємств не тільки фінансові показники, які віддзерка-
люють ефективність роботи господарюючого суб’єкту 
в минулому, що не вирішують проблеми, які виника-
ють в режимі «реального часу», не дозволяють довести 
стратегічні цілі підприємства до всіх робітників, але й 
нефінансові показники, які відображають досягнення 
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стратегічних цілей у різних аспектах бізнесу та на всіх 
рівнях управління. Доведено, що для забезпечення яко-
сті людського капіталу та активізації інвестицій у його 
розвиток в Україні необхідно сприяти стимулюванню 
процесу інноваційного розвитку в навчальних закла-
дах, доповнивши його впровадженням інноваційних 
технологій у галузі одержання вищої освіти; забезпе-
чити підготовку кадрів відповідно до сучасних вимог 
роботодавців за їхньою мобільністю, можливості гене-
рувати нові ідеї і готовність до реалізації інновацій в 
рамках стратегічних цілей підприємства. 

Ключові слова: людський капітал, збалансована 
система показників, стратегічні цілі, глобалізаційні 
процеси, нефінансові показники, мотивація стратегіч-
ної готовності. 

 
Івченкова Е. Ю., Крикуненко Е. Н. Влияние 

глобализационных процессов на стратегическое 
развитие человеческого капитала промышленных 
предприятий Украины 

Определено, что одним из инструментов, который 
позволяет оперативно реагировать на изменения внеш-
ней среды, рост конкуренции во всех сферах деятель-
ности является сбалансирована система показателей. 
Характерной особенностью этой системы показателей 
является то, что она использует в качестве методов 
управления деятельностью предприятий не только фи-
нансовые показатели, которые отображают эффектив-
ность работы хозяйствующего субъекта в прошлом, 
что не решает проблем, которые возникают в режиме 
«реального времени», не позволяют довести стратеги-
ческие целые предприятия до всех работников, но и не-
финансовые показатели, которые отображают дости-
жение стратегических целей в разных аспектах бизнеса 
и на всех уровнях управления. Доказано, что для обес-
печения качества человеческого капитала и активиза-
ции инвестиций в его развитие в Украине необходимо 
оказывать содействие стимулированию процесса ин-
новационного развития в учебных заведениях, допол- 
 
 
 

нив его внедрением инновационных технологий в об-
ласти получения высшего образования; обеспечить 
подготовку кадров соответственно современным тре-
бованиям работодателей по их мобильности, возмож-
ности генерировать новые идеи и готовность к реали-
зации инноваций в рамках стратегических целей пред-
приятия. 

Ключевые слова: человеческий капитал, сбалан-
сированная система показателей, стратегические цели, 
глобализационные процессы, нефинансовые показа-
тели, мотивация стратегической готовности. 

 
Ivchenkova E., Krikunenko E. The influence of 

globalization processes on strategic development of hu-
man capital of industrial enterprises of Ukraine 

It has been determined that one of the tools that allows 
rapid response to changes in the environment, the growth 
of competition in all spheres of activity is a balanced sys-
tem of indicators. A characteristic feature of this system of 
indicators is that it uses not only financial indicators that 
reflect the efficiency of the business entity in the past, but 
also does not solve the problems that arise in real-time, as 
well as the strategic integers enterprises to all employees, 
but also non-financial indicators that reflect the achieve-
ment of strategic goals in various aspects of business and 
at all levels of management. It has been proved that in order 
to ensure the quality of human capital and to intensify in-
vestment in its development in Ukraine it is necessary to 
promote the stimulation of the process of innovative devel-
opment in educational institutions, supplemented by its in-
troduction of innovative technologies in the field of higher 
education; ensure training of personnel in accordance with 
modern requirements of employers on their mobility, the 
ability to generate new ideas and readiness to implement 
innovations within the framework of strategic objectives of 
the enterprise. 

Keywords: human capital, balanced system of indica-
tors, strategic goals, globalization processes, non-financial 
indicators, motivation for strategic readiness. 
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HUMAN CAPITAL AS A KEY ELEMENT OF STRATEGY  
FOR SUSTAINABLE DEVELOPMENT OF INDUSTRIAL ENTERPRISE 

 
Problem statement. The Ukrainian industry is go-

ing through a difficult stage of adaptation to new busi-
ness conditions, which are characterized by tough com-
petition for constant sales markets. The industrial poten-
tial of Ukraine is very powerful, which is confirmed by 
the existence of industrial production in each region. 
Any production needs resource support. The main re-
source of them is the labor resource, which is characte- 
rized by labor potential with the socio-psychological 
characteristics of the behavioral economy. This makes it 
difficult to manage it, focused on sustainable develop-
ment of enterprises. In the works of many authors, labor 
resources are increasingly considered as human capital, 
which is the most valuable assets and, in accordance 
with the strategic goals of the enterprise, provides the 
desired income and creates competitive advantages. 
Now days human capital is one of the most important 
components of the resource potential of the enterprise. 
Today management of enterprises has a need for a sys-
tem of indicators that will be able to describe and fore-
cast the growth of the value and productivity of workers 
in a strategic aspect. Quantitative indicators of human 
capital are mostly aimed at measuring labor costs, the 
volume of opportunities for workers and time in the 
short term period. The addition of these indicators with 
qualitative characteristics (the level of professional 
training of an employee, the correspondence of a posi-
tion, the accumulated experience, the intellectual poten-
tial of an employee, the level of professional mobility, 
the employee's interest in the results of his work in ac-
cordance with the company's strategy) will allow enter-
prise managers to concentrate their efforts on values, 
knowledge and reactions of people in accordance with 
the strategy. 

Analysis of recent research and publications. 
Many scientific papers are devoted to solving theoretical 
and methodological problems of human capital manage-
ment. Among the scientists involved in solving such 
problems are O.I. Amosha, O.F. Novikova, V.P. An-
tonyuk, S.S. Aptekar, V.M. Geets, O.A. Grishnova, O.L. 
Eskov, R.I. Kapelyushnikov, M. Krytsky, V.I. Kutsen-
ko, E.M. Libanova, O.D. Tsirienov and others. But the 
formation of the theoretical and methodological basis of 
labor potential management aimed at ensuring the sus-
tainable development of industrial enterprises based on 
the adoption of sound management decisions, the reali-
zation of which is oriented on a positive financial result, 
has not yet been completed. 

 The aim of the article. Determination and sub-
stantiation of the relationship between the level of hu-
man capital of industrial enterprises and the effective-
ness of their activities for the formation of the infor-
mation basis for the adoption of management decisions, 
the implementation of which is aimed at ensuring the 
sustainable development of industrial enterprises. 

Presenting the main material. The rapid growth 
of the importance of intangible assets from the end of 
the last century to the present day, first of all, is due to 
changes in modern markets associated with the globali-
zation of the economy, increased demand dynamics, in-
dividualization of consumption and, as a result, in-
creased demand for innovative products and services. 
As a result, the main factor of production in the modern 
economy is information and knowledge, and assets that 
have an intellectual basis become the highest value. Just 
twenty years ago, the value of intangible assets in a ty- 
pical organization was about 38%. Over the past twenty 
years, this figure has almost doubled and today intan- 
gible assets account for more than 75% of the value of 
the enterprise [76, p. 24]. Intangible assets significantly 
differ from fixed assets, real estate and equipment in that 
they do not have a direct impact on financial results, but 
they have significant competitive advantages: 1) intan-
gible assets such as the experience and knowledge of 
key employees, the relationship with customers are al-
most impossible to copy, in contrast to tangible assets; 
2) intangible assets acquire great value at the end of a 
long period of time, while tangible assets suffer wear  
after prolonged exploitation. 

Strategic compliance is the main principle of creat-
ing value from intangible assets. The Balanced Score-
card (BSC) helps to bring intangible assets: human, in-
formation, organizational capital in line with the stra- 
tegy.  The process of creating value from intangible as-
setsis shown in Fig.1. Human capital occupies a special 
place among the three types of intangible assets. 

World experience shows: countries that give prio- 
rity to forming of human capital labour for greater suc-
cesses with the rates of height of economy, reduction of 
inequality in allocation of profits and softening of prob-
lem of poverty. A human capital can be measured both 
quantitative and by quality indexes. The quantitative in-
dexes of human capital are mostly sent to measuring of 
charges of labour, volume of possibilities of workers 
and time in a short-term prospect. Addition of these in- 
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Financial 
results 

- buildings and constructions 
of production purpose; 
-engineering and equipment; 
-material supplies 

Tangible assets 

-human capital 
-information capital 
-organization capital 

Strategy  

Intangible assets 

 
Fig. 1. The process of creating the value of intangible assets [1] 

 
dexes quality descriptions (level of professional prepa-
ration of worker, accordance held a position; accumu-
lated experience; intellectual potential of worker; level 
of professional mobility; the personal interest of worker 
is in the results of the labour), allow to the leaders of 
enterprises to concentrate the efforts on values, 
knowledge and reactions of people in accordance with 
strategy. Quantitative data are called to establish the ac-
tual result of that or other process of enterprise, at that 
time as quality – allow to assume reason of this result. 
Effective management an enterprise it is impossible 
without innovative development of human capital that is 
the major factor of competitiveness of enterprise. With-
out regard to successes of separate enterprises with the 
plan of realization in the innovations of human factor in 
Ukraine absent complex going near the decision of ques-
tion of providing of enterprises shots in unity with basic 
strategic directions of activity. For the decision of stra-
tegic problems of management a human capital it is nec-
essary: 

– it is forming of mechanism of the personal inter-
est of workers in the achievement of high performance 

indicators by introduction of innovations in the system 
of encouragement and social guarantees;  

– it is creation for the workers of enterprises of so-
cio-domestic terms (possibility of receipt of accommo-
dation, making healthy, development of personality);  

– it is forming of the system of training of (retrain-
ing) personnels due to enterprises or state; 

– it is avouching for workers that passed profes-
sional studies on a production, increase of digits and 
professional increase.  

Only on such conditions it is possible to expect loy-
alty of workers and, accordingly, high results of labour. 
Within the framework BS the estimation of human cap-
ital comes true on next criteria: – workers are the most 
essential asset of enterprise; – strategy of management 
human capitals is inseparable from general strategy of 
enterprise; – the maximal use of human resources is 
based on opening of creative potential of worker. Com-
plementing the traditional financial reporting, the bal-
anced system of indexes comes forward as an instrument 
of ground of necessity of selection of facilities to certain 
subdivision of enterprise for investing in a human capi-
tal (fig. 2).   

Financial capital 

Management 
knowledge 

Financial 
management 

Human capital 

Influence is on a 
market value 

50 – 90% 

10 – 50% 
 

 
Fig. 2. Influence of human capital is on the market value of enterprise [2] 



V. Rovenska 

144 
Економічний вісник Донбасу № 4(54), 2018 

On the modern stage of economic transformations 
the problem of estimation of human capital in the cost 
of enterprises obtains all greater actuality. This problem 
plenty of works of foreign and home authors, the analy-
sis of that shows the variety of present approaches and 
methods, is sanctified to. Enterprises gradually realize 
important connection between a human capital and fi-
nancial results, copulas that is not able to take into ac-
count traditional book-keeping methods : the "Effective 
estimation of personnel allows correctly to organize the 
system of motivation and studies of personnel, form 
skilled reserve, assists the improvement of communica-
tive connections, that in a final result influences on pro-
ductive successes of workers" [3, с. 21]. 

It is possible to distinguish next reasons of neces-
sity of estimation of human capital:  

1) estimation of human capital gives an oppor-
tunity to set forth strategy of enterprise. Determining 
and estimating the assets, enterprise forms the same for 
itself additional competitive edges; 

2) measuring of human capital is a necessary con-
dition at forming of key performance indicators enter-
prises that is important for administrative control after 
the observance of corporate strategy;  

3) using the indexes of non-material assets and hu-
man capital, in particular, an enterprise can from plans 
of development and motivation of personnel; 

4) indexes of human capital are the instrument of 
communication of shareholders and proprietors, by 

means of that they get state information, volumes and 
loud speaker of human capitals of enterprise;  

5) on condition of the exact measuring not only ma-
terial assets but also non-material, in particular, human 
capital, managers are able to remove a break between 
the market and balance value of enterprise;  

6) enterprise capable to estimate the human capital 
promotes the reputation at the market. 

Without regard to foregoing arguments in behalf 
on the estimation of human capital, a standard book-
keeping does not take into account the indexes of this 
intangible asset, examining him as part of charges of en-
terprise. It is conditioned by two reasons: firstly, a rec-
ord-keeping is directed into an enterprise, him primary 
purpose - to save property of enterprise; secondly, he 
carries retrospective character. Financing future, leaning 
against the fact sheets of past periods, substantially 
brakes the process of creation of cost and influences the 
not best character on the competitiveness of enterprise. 
Forming of human capital of enterprise takes place both 
at the level of separate employee and enterprises on the 
whole. 

 At the level of employee he includes knowledge, 
personality qualities, capabilities, professional skills, 
talents, and at corporate level - infrastructure, relations 
in a collective, ability to work in a command and other. 
For a decision the brought tasks over of the system of 
strategic budgetary management the indexes of human 
capital, that answer strategic aims the Closed joint-stock 
company of "NKMZ" (table 1), are formed. 

 
Table 1  

Indexes of human capital and strategic aims the Closed joint-stock company of "NKMZ"  
[authorial development] 

Constituents of human 
capital 

Indexes of human capital 
Strategic aims the Closed joint-stock 

company of "NKMZ" 
1 2 3 

1 Biophysical capital 

State of health 

1P – amount of hospital folias on 1000 
persons in a year, things 

1BSC  – to provide the best organization 
of labour 

2P  – an amount of days of illness is on a 
1 sick-leave authorization for a year, 
things 

2BSC – to work out the models of work-

places 

Age 

3P – middle age of workers, years 

3BSC – to provide social security of 

members of collective as the greatest so-
cial indexes in an engineer 

4P – specific gravity of age categories of 
workers, % 

5P  – coefficient of variation, % 

Explained 8P  – motivational potential 

4BSC  – realization of belonging every worker 
is to "Planet of NKMZ" 

5BSC  – confession of corporate values 

by every worker 

6BSC  – to provide accordance of the personal 

aims of employees of corporate strategy 
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Ending of Table 1 
1 2 3 

Necessities and values 9P  – importance of labour values 
7BSC  – questioning of employees is about 

an organizational culture on innovations and 
changes 

2 Intellectual capital 

Level of education 

10P  – amount of years of studies (on the 

categories of personnel) 
8BSC  – to carry out 100 % retraining 

11P  – amount of types of education (on 
the categories of personnel) 

9BSC  – to define requirements to 

knowledge and abilities of workers 

12P  – specific gravity with the corre-
sponding level of education %  (on the 
categories of personnel) 

10BSC  – to inculcate the system of the 

automated estimation of knowledge 

Qualification 

13P – specific gravity is for DC, % 
11BSC  – review of present scientific and 

technological possibilities, conducted by 
workers 

14P  – category, middle digit, specific 

gravity, % 
12BSC  – to attain higher qualification 

of personnel 

15P  – an amount of professions is on a 1 

person 

13BSC  – to provide any profile ordering 

fulfillment 

14BSC  – to define the groups of strategic 
professions 

Competence 

16P  – amount completed course of studies 

на1 person 

15BSC  – to provide the presence of stra-

tegic сompetence on key positions of 
subdivision 

17P  – an amount of seminars (external 

studies) is on a 1 person 
16BSC  – to carry out a 70 % certification 

3 Social capital 

Social status 24P  – worker, engineer, office worker, 
leader, specific gravity, % 23BSC  – to provide social security of 

members of collective as the greatest so-
cial indexes in an engineer Marital status 25P  – it is married / specific gravity is not 

married, % 

Experience of work 

28P  – middle experience of workers, 

years 24BSC  – to explain specialists for the 

achievement of aims 
29P  – specific gravity of categories of 

workers is with middle experience, % 
 
On the basis of the individually worked out indexes 

of efficiency, next comparison of to the plan and actual 
data leaders get information, that allows to them to do 
the estimation of efficiency of realization of strategies 
in the basic areas of considered Balanced Scorecard. In 
our case it is indexes of instability of demand, appea- 
rance of competitive firms and products, price advance 
on raw material, legal risks et al. Balanced Scorecard on 
the basis of the individually worked out indexes of effi-
ciency settles all these problems, undertaking a manage-
ment key processes, strengthening a feed-back (influ-

ence of environment is on the factors of activity of en-
terprise) by means of translation of vision in strategy, 
expansion of communications and connections of enter-
prise with an environment, conducting business-plan-
ning. It is well-proven that similar operations the pre-
pared specialists that will use креативный style and in-
novative possibilities of labour activity as forms of dis-
play of human capital in practice can execute. 

Conclusions. On the whole it is possible to mark 
that the use of strategic indexes of human capital gives 
an opportunity to improve quality current and strategic 
planning on an enterprise, to do him the effective 
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element of control system. Formalization of strategy of 
the effective use of human capital of enterprise is 
reasonable to carry out by means of the balanced system 
of indexes that are an interlink between formulation of 
strategy and her embodiment. A human capital plays a 
key role all four aspects of activity of enterprise, because 
on a competence and skills of workers realization of 
aims of other constituents depends in the system of 
steady development of enterprise. 
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Ровенська В. В. Людський капітал як ключо-
вий елемент стратегії сталого розвитку промисло-
вого підприємства 

У статті розроблено систему стратегічних показ-
ників ефективності людського капіталу промислового 
підприємства та доведено, що їх використання дає  
можливість підвищувати якість поточного й стратегіч-
ного планування на підприємстві, робити його ефек- 
тивним елементом системи управління. Обґрунтовано 
формалізацію стратегії ефективного використання 
людського капіталу підприємства здійснювати за до-
помогою збалансованої системи показників, що є спо-
лучною ланкою між формулюванням стратегії і її вті-
ленням. Людський капітал відіграє ключову роль у всіх 
чотирьох аспектах діяльності підприємства, тому що 
від компетентності й навичок працівників залежить ре-
алізація цілей інших складових у системі сталого роз-
витку підприємства. 

Ключові слова: людський капітал, сталий розви-
ток, стратегія підприємства, стратегічні показники, 
збалансована система показників, нематеріальні ак-
тиви. 

 
Ровенская В. В. Человеческий капитал как 

ключевой элемент стратегии устойчивого развития 
промышленного предприятия 

В статье разработана система стратегических по-
казателей эффективности человеческого капитала про-
мышленного предприятия и доказано, что их исполь-
зование дает возможность повысить качество теку-
щего и стратегического планирования на предприятии, 
сделать его эффективным элементом системы управле-
ния. Обоснована формализация стратегии эффектив-
ного использования человеческого капитала предпри- 
 
 

ятия осуществлять при помощи сбалансированной си-
стемы показателей, которая является связующим зве-
ном между формулированием стратегии и ее воплоще-
нием. Человеческий капитал играет ключевую роль во 
всех четырех аспектах деятельности предприятия, так 
как от компетентности и навыков работников зависит 
реализация целей остальных составляющих в системе 
устойчивого развития предприятия. 

Ключевые слова: человеческий капитал, устой-
чивое развитие, стратегия предприятия, стратегиче-
ские показатели, сбалансированная система показате-
лей, нематериальные активы. 

 
Rovenska V. Human capital as a key element of 

strategy for sustainable development of industrial en-
terprise 

The article has developed a system of strategic indi-
cators of the effectiveness of the human capital of indus-
trial enterprise and it is proved that their use makes it pos-
sible to improve the quality of current and strategic plan-
ning in the enterprise, making it an effective element of the 
management system. It is substantiated the formalization 
of the strategy of effective use of the human capital enter-
prise by means of the balanced scorecard, which is the link 
between the formulation of the strategy and its implemen-
tation. The human capital plays a key role in all four as-
pects of the enterprise, since from competence and skill the 
realization of the goals of the remaining components in the 
system of sustainable development of the enterprise de-
pends. 

Keywords: human capital, sustainable development, 
strategy enterprise, strategic indicators, balanced score-
card, intangible assets. 
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WILL DIVERSITY AND INCLUSION BECOME AS THE BASIS  

OF CREATIVE ECONOMY OF UKRAINE? 
 
Introduction. Сomplex conditions of Ukrainian 

economy require the modernization and development of 
modern strategies and models of development.  

Successful world economies are increasingly de-
pendent not only on the development of technology, but 
also on activity in other areas of human creativity. It is 
traditionally believed that technological and economic 
creativity has a much higher status than socio-cultural, 
despite the fact that the latter is gaining widespread ac-
ceptance. The interaction between different types of cre-
ativity creates an important synergistic effect. There-
fore, today developed post-industrial countries recog-
nize the main strategy in creating an innovative environ-
ment for the development of a "creative economy", 
which is considered as a new model of economic growth 
in the last decade. 

The creative economy is more inclusive (inclu-
sion – engagement) than the knowledge economy, be-
cause it is based on the involvement in economic and 
innovative processes not only people who are gifted 
with a tendency to engineering and thinking, but also 
those who have other valuable abilities. The overrated 
value of scientific, logical forms of thinking, existing in 
contemporary culture, obscures other forms, and people 
who are able to think differently and operate unexpected 
ties. Inclusive development is based on such type of eco-
nomic growth, which allows attracting most of the labor 
force to effective economic activity, mobilizing talents, 
abilities, skills of a large number of people, and allows 
to experience its results for each member of society. 

The United Nations study on the global creative 
economy noted that "the interaction between creativity, 
culture, economy and technology, expressed in the abi- 
lity to create and distribute intellectual capital, has the 
potential to generate income, jobs and export products, 
while contributing to social inclusion, cultural diversity 
and human development". The creative economy com-
bines the fields of innovation (technical creativity), 
business (economic creativity), culture (artistic creati- 
vity) into a unified system that creates increasingly close 
interconnections between them. 

In countries with a knowledge economy, it has long 
been realized that creativity and innovation are interwo-
ven and difficult to separate, creativity in the technical 
and economic sphere is closely linked, that is, "fueled" 
by interaction with creativity in the field of culture, art, 
design and so on. Thus, products of design, media tech-
nology, film and television industry, book publishing 

houses are both a "creative", intellectual and high-tech 
product. 

The aim of this article is to determine the creative 
way of development for Ukraine as the only possible in 
modern conditions, and that opens up new perspectives 
for job creation, inclusive growth of the economy, and 
the development of an information society. 

The arguments in favor of this way are as follows. 
Belief in the ability and even in the aspirations of the 
Ukrainian authorities to implement any program of 
modernization of the country has evaporated for a long 
time and without a residual, as well as that "socially  
responsible" oligarchs and business elites will begin to 
revive Ukraine contrary to their own interests. 

The oligarchic system created in Ukraine not only 
gives rise to corruption and causes inefficient spending 
of enormous budget funds in the course of any state pro-
jects and programs. It also paralyzes the incentives for 
innovative development and the implementation of 
large-scale structural changes in the country's economy, 
which, for almost three decades of independent exis- 
tence, relied solely on raw materials and export of pro- 
ducts of the 2-3rd industrial structure. 

Discussions. The level of innovation development 
of countries is measured by a number of indices, among 
which the most important are: KEI – Knowledge Eco- 
nomy Index; GCI – Global Competitiveness Index;  
GII – Global Innovation Index; TA – Technology 
Achievement Index; ISI – Information Society Index; 
ERI – E-Readiness Index; IDI – ICT Development In-
dex; NRI – Networked Readiness Index; DOI – Digital 
Opportunity Index; ICT-OI-ICT Opportunity Index; 
ICT-DI – ICT Diffusion Index. 

Although these indices differ in sets of indicators, 
coverage, measurement periods, etc., the top-list of 
countries is almost unchanged. These are Asian tigers, 
Scandinavian countries, small European countries, the 
United States, and the United Kingdom. 

In all these ratings, Ukraine is behind not only de-
veloped countries of the West and the East, but also 
many of the fast-growing ones. According to the indica-
tors of the European electronic scoreboard, Ukraine is in 
the fourth (last) group called "moving countries". 

The general indicator of the level of innovation in 
the development of world economies is, in particular, 
the Global Competitiveness Index (GII). According to 
GII, Ukraine is going down below the innovation rank-
ing, taking in 2017 only 50th out of 127 countries  
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(between Qatar and Thailand). Ukraine continues to re-
main among European outsiders for GCI (according to 
the WEF methodology) – 82th place in 2012, 60th in 
2017 and ease of doing business in the World Bank rat-
ing (152th out of 183 in 2012 and 150th place among 
180 countries in 2016) and taxation conditions – 181st 
out of 183 countries1. 

Gradually, but steadily, the share of R&D staff in 
the total number of employed is steadily declining. The 
average (2005-20017) number of researchers per 1 mil-
lion populations is 1026 jobs, while Denmark, Finland 
and Sweden – about 7,000, Germany – 4381, and the 
United Kingdom – 4252 jobs2 [13]. 

Not surprisingly, within the framework of a mo- 
dern model of existence (not development) of the do-
mestic economy there are no prerequisites for the for-
mation of an innovation model. 

According to the data provided, it can be argued 
that statements about attempts to create a knowledge 
economy in Ukraine, to intensify innovative processes 
are declarative in terms of setting goals and means of 
achieving them, and remain only on paper and in 
memory of those in power in those days. An explanation 
for this can be found in the well-known expression of D. 
Hume, called "Guild of Hume" – "It is impossible to de-
duce what should be from what is." In this context, this 
means that the post-industrial economy of knowledge 
can not be realized on the foundations that exist in 
Ukraine now. 

Alternative implies a necessity to be focused on ex-
perimentation with new communities, sectors and busi-
ness models.  

We must use as soon as possible the fact that the 
development of creative industries on the basis of ICT 
is a real opportunity to ensure the conversion of re-
sources, which is still not fully exhausted, into creative 
capital, which can be used in the most effective form, 
providing inclusive development of society on an inno-
vative basis. 

The phenomenon of creative industries arose on 
the crossing of three components: creativity as such; de-
veloped ICT sector; an institutional environment condu-
cive to small business development. Despite weak posi-
tions in international rankings, of all these components, 
the most prepared for this is the state of the ICT in 
Ukraine, which is capable of reaching the level of world 
achievements, which allows to ease the output of 
startups as much as possible. Ukraine has a certain po-
tential in this area – in 2015, in the Startup Ranking rat-
ing, it ranked 33rd among 150 countries by the number 
of registered startups3. After all, individual processes in 

                                                        
1 Rating of countries of the world in terms of global competitiveness according to version IMD [online resource]. –  

Available at: http://gtmarket.ru/ratings/the-imd-world-competitiveness-yearbook/info.  
2 Ляшенко В.І., Підоричева І.Ю. Регіональні наукові центри НАН України та МОН України як ядро розбудови 

регіональних інноваційних систем в умовах децентралізації. Економічний вісник Донбасу. 2017. № 1 (47). С. 13–20.  
3 Сервис Startup Ranking прорейтингував країни за кількістю стартапів, які в них засновані [online resource]. – 

Available at: www.euroosvita.net/prog /print.php/prog/print.php?id=3649. 

the field of informatization take place in Ukraine at an 
extraordinary speed. 

As for creativity itself, it is an intellectual position 
and a certain approach to problems, including the plu-
rality of points of view and approaches, which reveals 
new spectrum of possibilities. That is, it includes a cer-
tain set of features, which include: flexibility, indepen- 
dence and originality of thinking, propensity for experi-
mentation, resourcefulness, criticality, ability to take 
risks, ability to create new and suitable alternatives to 
combinations. All this allows a creative person to ad-
dress the unexpected side of the problem through a va-
riety of tools: refraining devices, that is, changing the 
way things look from other positions, in particular turn-
ing and weakness into a strength, and finding solutions 
based on open, disconnected and freed thinking. 

These high-value skills create tremendous compe- 
titive advantage – more devoted customers, stronger 
cultures, breakthrough ideas, and more effective teams. 
And while many of us regard these abilities as innate 
traits – “he’s a really creative person,” “she’s naturally 
creative” – it turns out they can all be developed and are 
being developed in a range of far-sighted organizations 
whose experience is discussed in this article.  

It is important to bring a powerful experience of 
countries with an ever-increasing influence of creative 
industries on their economies in order to understand the 
processes and factors that make up the creative person. 

The creative industry is the subject of the latest 
strategies of developed countries. Scientific, artistic, de-
signing activities have created separate industries, and 
as a result of their combination with ICT, financial and 
economic practices, new types of economic activity 
have emerged. The concept of creative industries was 
first introduced in 1997 by Prime Minister Tony Blair, 
who used it to explain his vision of the prospects for the 
growth of post-industrial economies, while small enter-
prises of creative industries were defined as "the engine 
of the future economy of Great Britain." 

The creative industries which use high technolo-
gies include a wide range of different types of entrepre-
neurial activities and begin to occupy significant posi-
tions in the cultural and economic policies of the most 
successful countries and regions. The statistics of these 
countries have already begun to reflect the knowledge 
intensity of modern creative industries, attributing them 
to the high tech knowledge-intensive services (KIS). 
These include: production of motion pictures, video and 
television programs, phonograms and music recordings; 
broadcasting and television; telecommunications and 
communications; computer programming, consulting 
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and other related services; activity of information ser-
vices; scientific research and development, architectural 
and engineering activities; technical testing and analy-
sis; advertising and marketing research; other profes-
sional scientific and technical activities. 

With revenues of €535.9b, the creative and cul-
tural industries sectors (CCIs) contribute to 4.2% of Eu-
rope’s GDP. The sector is its third-largest employer, af-
ter construction and food and beverage service activi- 
ties, such as bars and restaurants. More than 7m Euro-
peans are directly or indirectly employed in creative and 
cultural activities – 3.3% of the EU’s active population. 
Performing arts (1,234,500), visual arts (1,231,500) and 
music (1,168,000) employ more than 1m people. Reve-
nues of the 11 creative and cultural industry sectors total 
€535.9b. the three biggest activity areas in 2012 were 
the visual arts (€127b), advertising (€93b) and TV 
(€90b), which together accounted for more than half of 
the CCIs. Publishing – of newspapers, magazines and 
books – in the meantime generated a combined revenue 
of €107b. And advertising sector has close business 
links with most of these market segments: advertising 
income is an important revenue stream for the radio, TV 
and newspaper industries. Digital technologies have re-
inforced these connections and accelerated collabora-
tion across sectors. In 2013, the creative and cultural 
sectors employed, on average, more 15-29-year–olds 

than any other sector (19.1% of total employment in 
CCIs versus 18.6% in the rest of the economy).  

In Eastern and Central Europe, the trend is even 
more pronounced: on average, young people account for 
1.3% more jobs in the creative economy than in the rest 
of the economy. National estimates in the UK and 
France show that the proportion of young people em-
ployed in the creative economy in this countries is sig-
nificantly higher than in the Western European economy 
overall. In the UK, 20–29-year-olds hold 22.6% of jobs 
in the creative sector, above their 22.3% average in the 
economy as a whole. The Paris region was Europe’s se- 
cond hotspot for creative jobs after Greater London in 
2010, according to the European Cluster Observatory. 
People under 35 accounted for 41.4% of creative em-
ployment in this world-class metropolitan region, but 
just 36.7% of jobs in the wider economy1.  

These estimates underline two convergent trends:  
• the cultural and creative sectors are highly at-

tractive for young people; 
• cultural and creative sectors are open for young 

workers and absorb them easily. 
For both these reasons, the cultural and creative in-

dustries have a strategic role to play in the economic re-
covery and growth of Europe, especially in providing 
jobs and career opportunities to young Europeans, who 
are hard-hit by unemployment in the EU. 

 

Table 1 
The cultural and creative markets in the EU28 

Markets Sales (€b) Jobs 
Books 
New user experiences are reinventing the book industry 

36.3 646.000 

Newspapers & magazines 
Facing and embracing the challenges of the digital age 

70.8 483.500 

Music 
Innovating to lead creative diversity in Europe 

25.3 1.168.000 

Performing arts 
Audiences love live 

31.9 1.234.500 

TV 
The most popular medium is thriving 

90.0 603.500 

Film 
Resilience fueled by the digital transformation 

17.3 641.000 

Radio 
Still the most trusted medium and available in many new ways 

10.4 97.000 

Video games 
Surfing the wave of online and mobile gaming 

16.0 108.000 

Visual arts 
Brightening Europe’s appeal for tourists and art investors 

127.6 1.231.500 

Architecture 
Coping with the aftermath of the construction sector slump 

36.2 493.000 

Advertising 
Driven by the rapid expansion of online revenues 

93.0 818.000 

Total CCIs (after removal of double-counting) 535.9 7.060.000 
 

Based on sources: [5, p.11]. 
 

                                                        
1 Creative Industries _Fokus on Employment 2015. Statistical Release [online resource]. – Available at: 

https://www.gov.uk/government/statistics/creative-industries-2015-focus-on. – Р.14. 
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For the development of creative industries, hun-
dreds of programs of various sizes have been intro-
duced: from municipal to UNESCO level. The support 
of the infrastructure framework, which ensures the sus-
tainability of the creative sector, actually reduces to the 
simultaneous development of five areas: 1) develop-
ment of policies and advocacy, the activities of profes-
sional networks and associations; 2) strengthening of or-
ganizational capacity, including through special educa-
tion and life-long learning; 3) activity of incubators and 
accelerators; 4) creation of clusters and hubs; 5) interna-
tionalization (orientation to global markets and global 
recognition). 

An illustrative example of the development of all 
these components is the UK, where the Creative Great 
Britain program is being developed, and which, in the 
80's, focused on the creative resource and cultural policy 
that has already brought results in the form of its Lead-
ership in this field. Similar programs are implemented 
at the regional and municipal levels. The new frame-
work program "Create UK – The Strategy for the Deve- 
lopment of the Sector by 2020" even more ambitious 
goals. In particular, to increase the "survival" of techno- 
logy start-ups that cooperate with the creative industries 
(now only 3-5% of them remain in the market after the 
first year of work). 

Economic and social instability in UK in the 1980's 
demanded that the authorities quickly solve urgent prob-
lems. UK is one of the countries in which coal mining 
has been a key trigger for economic development for 
several centuries. The key point (the new trigger) of 
transformations was the shifting of the emphasis on hu-
man resources and the expansion of the cultural policy. 
The rate was applied to creative and cultural resources, 
and as a result, UK is currently supplying non-coal, steel 
and textiles to the world market, and the "creative" or 
"intellectual" product: design objects, books, films, mul-
timedia technologies, etc. 

The UK's creative economy is showing an extraor-
dinary growth rate of 34% over 2010-2015. This area of 
the economy employs about 2 million people and covers 
more than 5% of professions. One of the factors behind 
this growth is the focus on entrepreneurial skills deve- 
lopment in the higher education system. At least 50% of 
higher education institutions in the UK have entrepre-
neurial skills programs for students and use different 
models: trainings, contests, business incubators, and af-
filiate programs. It should also be noted that in general, 
British universities are largely aimed at addressing com-
munity problems and often become the center of this 
community. British universities evolved along with their 
community, with the creation of a kind of "ecosystem". 
Characteristic for new universities is that if they first at-
tempted to reproduce the atmosphere of Oxbridge, then 

                                                        
1 Rohan Silva. The new white-collar fear: will robots take your job? [online resource]. –  Available at: https://www.tele-

graph.co.uk/technology/11858391/The-new-white-collar-fear-will-robots-take-your-job.html. 

they completely switched to the newest systems and 
methods of teaching. 

One of the reasons for the enhanced desire for qua- 
lity education that meets modern requirements is the si- 
tuation in the labor market, in the field of employment. 
It is employees of countries with knowledge economy 
that are most at risk of being fired due to replacing them 
with robots.  

By now, we’re used to the idea of technology 
largely taking over blue collar jobs. But as the leading 
US economist Tyler Cowen puts it, if the most precari-
ous place to be working in the British economy in the 
1970s and 80s was as a blue collar worker in a factory, 
today it’s the kind of white collar job occupied by the 
middle classes. Traditionally middle class jobs are in-
creasingly vulnerable to technology, and this is likely to 
have a huge impact on Ukrainian economy and society 
too. According to Oxford University academics Carl 
Frey and Michael Osborne, in the years ahead, millions 
of jobs in sectors such as accounting and auditing will 
be replaced with robots that can so the same tasks much 
more cheaply and effectively than human workers – 
without requiring salaries, holidays or sick pay – while 
administrators, paralegals and bank clerks will also be 
hit hard. They’re not alone in reaching this conclusion. 
Earlier this year, the Lords’ Select Committee on Digital 
Skills published a report on the 'unstoppable' digital 
technological revolution, which suggested that 35 per 
cent of UK jobs are risk of being automated over the 
next two decades.  

An analysis shows that over half of all secretarial 
jobs in the UK have already disappeared over the past 
ten years, and while there are over a million call-centre 
employees in the UK today, advances in speech recog-
nition software and other technologies mean that many 
of these jobs are also predicted to disappear in the next 
decade. Three in ten Britons believe that they will soon 
be replaced in their job by a robot, according to a report, 
last year1. 

If earlier such a danger threatened workers and 
“blue-collar workers”, now mass layoffs threaten even 
“white-collar workers” and the question of this type of 
worker who can keep his job is becoming more and 
more acute. The reality of the modern knowledge eco- 
nomy is that the “white-collar workers” has only one al-
ternative – to be creative or dismissed. So what can we 
do about it? 

Business thinker Geoff Colvin in his new book 
«Humans are Underrated» argues that there are tasks we 
will always want humans to carry out, whether provid-
ing leadership or working in teams – suggesting that we 
need to help people develop skills that machines are still 
relatively bad at, such as creativity, empathy and prob-
lem-solving. In this book, the author considers the issue  
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as technology races ahead, what will people do better 
than computers? What hope will there be for us when 
computers can drive cars better than humans, predict Su-
preme Court decisions better than legal experts, identify 
faces, scurry helpfully around offices and factories and 
even perform some surgeries, all faster, more reliably, 
and less expensively than people? The unavoidable 
question if will millions of people lose out because they 
are unable to best the machine is increasingly dominat-
ing business, education, economics, and policy. The an-
swer lies not in the nature of technology but in the nature 
of humans1.  

According to the competences defined by the ex-
perts at the World Economic Forum in Davos in 2017, 
creative thinking is part of the TOP-5 competencies of 
the coming decade, and by 2020, creativity will be one 
of the three most important skills that employers value 
in their workers, along with critical thinking and a com-
prehensive solution to problems. According to an Adobe 
study conducted among 1,000 educational institutions, 
96% agree that creativity is a valuable skill for society. 
And 78% say creativity is important in their careers. Al-
most 68% believe that creativity is what they were born 
for and why they can learn, and 71% say that, along with 
mathematics or physics, there should be such an object 
as creative thinking. More than 78% want to be more 
creative, and 32% do not feel comfortable thinking cre-
atively at work2. 

Consideration of the most important tendencies, 
problems, achievements of creative society is the most 
significant issue – how are conditions created for the de-
velopment of creativity, the growth of creative indus-
tries, the growth of the creative stratum, its transfor-
mation into a creative class? On the contrary, what 
blocks creative activity and interferes with its influence 
on innovative development?  

The conducted review of the development of crea-
tivity in developed countries provides opportunities to 
consider both the presence of conditions and obstacles 
that can accelerate or slow down the process of for-
mation of creative industries and creative class in 
Ukraine. For this purpose, the conditions necessary for 
the formation of the creative class and space, as the basis 
for the development of the innovation process in 
Ukraine are considered.  This is primarily:  

• Newest technologies in the management of hu-
man resources – Inclusive Approach and Cultural Diver-
sity; 

• The choice of the model of corporate require-
ments to the competence of a specialist of a modern en-
terprise; 

• Creating special spaces for creative activity. 

                                                        
1 Geoff Colvin. Humans Are Underrated: What High Achievers Know That Brilliant Machines Never Will [online re-

source]. – Available at: geoffcolvin.com/books/humans-are-underrated/. 
2 [Online resource]. – Available at: https://www.culturepartnership.eu/article/anastasia-nurzhinska-gohigher. 

The creative economy is unique in terms of organ-
ization and style of work, and it consists of a very, ex-
tremely effective management based on trust, team 
work, the search for the most extraordinary ideas and a 
strong "culture of inclusion". Through the rotation of 
workplaces, people are deliberately moved from one po-
sition to another so that the knowledge gained in one 
unit becomes the property of another, and in order to 
avoid the formation of individual, closed cells. This 
style is an integral part of new employment-related 
mechanisms in the age of diversity and high mobility of 
workers. Traditional administration is often based on the 
opposite strategy, forcing people to act according to 
firmly established rules, without showing initiative and 
not revealing all their abilities. 

So the choice of the model of corporate require-
ments to the competence of a specialist of creative en-
terprise is very important. Here is a case to consider. At 
Apple Inc. in the 1980s was filled with people of all ages 
and varying backgrounds:  engineers, artists, designers, 
and even musicians. Many of them did not have college 
degrees but they were all passionate professionals com-
mitted to Apple's success (these were the days when Ap-
ple was out-innovating IBM, Microsoft, and almost 
every other computer manufacturer).   Today, driven by 
a new breed of hiring practices, companies focus almost 
entirely on college degree, GPA, and pedigree – and this 
has created many of the diversity challenges we have in 
Silicon Valley. This is an example of thinking about di-
versity and inclusion in a holistic way. Diversity goes 
far beyond education and gender. Rather than just try to 
hire more women-engineers, how about expanding 
whole recruiting philosophy to include engineers, art-
ists, mathematicians, and other creative professionals 
from a broad set of experiences.  

Building a strong "culture of inclusion" is difficult, 
takes executive support, and will touch almost every-
thing in leadership and HR. Companies like Sodexo, 
Novartis, AT&T, and other diversity leaders have been 
investing in these strategies for years.  

Diversity And Inclusion (D&I) will be a top priority 
and the main business trend in future. Recent human re-
source management research has shown that inclusive 
approach and cultural diversity can lead a company to 
success. Studying the experience of 450 companies 
shows that companies that adhere to the principles of in-
clusion and cultural diversity demonstrate the best per-
formance. Personnel specialist and study author Josh 
Bersin is confident that the success of the company de-
pends on the ability to hire and attract people of all ages 
and cultures with different experiences.  
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He just completed a two-year research study (Ber-
sin by Deloitte 2015 High-Impact Talent Management 
research) and the results are amazing:  among more than 
128 different practices they studied, the talent practices 
which predict the highest performing companies are all 
focused on building an Inclusive Talent System. Com-
panies that embrace diversity and inclusion in all as-
pects of their business statistically outperform their 
peers1. 

There are summarize this new research. Over a two 
year period researches surveyed and interviewed more 
than 450 global companies (including a significant num-
ber in Asia, Europe, as well as the US) to identify their 
level of maturity in a wide variety of talent practices. 
(These are companies with more than $750MM in reve-
nues). 

The researches looked at a total of 128 different as-
pects of talent management, things like how well com-
panies assess candidates for job and culture fit, how fair 
their performance management practices are, their cul-
ture of learning, their level of maturity in leaders deve- 
lopment, and more. Then they looked at business per- 
formance of these 450+ companies (financial and talent 
outcomes, including cash flow, profitability, innovation, 
and growth), and correlated the talent practices against 
performance.  Researches performed a causal analysis 
to see which practices had the greatest statistical impact. 
The analysis found 31 distinct talent practices which are 
highly correlated with strong business performance. The 
researches grouped these into 9 categories and rank or-
dered them based on impact. 

As part of this work they also used the data to group 
companies into four levels of maturity, and labelled the 
four levels based on the key practices which emerge at 
each level.   

As they can see from the data, only about 10% of 
the companies we studied are truly exceptional talent or-
ganizations – with the bulk of companies focused on tal-
ent management for operational growth, essential HR 
needs, and ongoing performance support. The top two 
groups, Levels 3 and 4, are the exceptional companies 
and as the labels show, these are companies that look at 
leadership and inclusion as a hallmark of their talent 
strategy. Let's look at the business impact of the high 
performers. The companies at levels 3 and 4, which la-
beled "inclusive" and "managed" talent companies, are 
quite exceptional businesses.  Specifically, over the pe-
riod we studied, these companies are: 

• 2.3 times higher cash flow per employee over a 
three-year period 

• the smaller companies had 13 times higher 
mean cash flow from operations 

                                                        
1 Josh Bersin. Why Diversity And Inclusion Will Be A Top Priority For 2016 [online resource]. – Available  

at: https://www.forbes.com/sites/joshbersin/2015/12/06/why-diversity-and-inclusion-will-be-a-top-priority-for-2016/#22309c7 
a2ed5. 

 

• 1.8 times more likely to be change-ready and 
1.7 times more likely to be innovation leaders in their 
market 

• 3.8 times more likely to be able to coach people 
for improved performance, 3.6 times more able to deal 
with personnel performance problems, and 2.9 times 
more likely to identify and build leaders. 

So, these level 3 and level 4 companies are not just 
"better at HR," – they are higher performing companies 
measured by business, financial, and talent outcomes. 

The Factors And Dimensions Of High-Impact Ta- 
lent Management, starting at the bottom (foundational 
factors). As they ranked and sorted these dimensions, 
they found 9 overall "families" of things and grouped 
them into a rank list: 

At the bottom of the list (levels 6, 7, 8, and 9) there 
are foundational and fundamental things to do: create a 
clearly defined organization structure, source and assess 
people well, localize recruitment and sourcing, and 
make sure the performance management process is fair 
and consistent.   

At the next level up (level 5), are differentiat-
ing talent strategies – things that are more difficult and 
complex to do. The main factor at level 5 is developing 
and communicating an overall talent strategy. This 
means explaining the type of people we want to hire, 
what behaviors we value, how we will source and re-
cruit, and how we will manage and lead people. A talent 
strategy also includes plans for career development, a 
stated strategy and goals for diversity and inclusion, a 
discussion of how the company plans and measures tal-
ent goals, and the role managers will play. In this latest 
research only about 12% of companies have such a strat-
egy clearly detailed, so this is a major area of effort. 

Moving up, the next differentiating factor (level 4) 
are is a focus on learning, leadership development, and 
ongoing coaching and performance improvement – in-
cluding developmental assignments for leaders, assess-
ment of future leaders, and continuous development of 
leaders. Learning is a tremendously important part of 
business performance, because it makes up the sustain-
ability and innovative nature of business. It is also a ma-
jor driver of employee engagement and employment 
brand. If people are not continuously learning, are not 
iterating, expanding, and continuously meeting new 
customer needs (High-Impact Learning Culture and 
High-Impact Leadership research validates his, show-
ing that these high-performing companies spend 3-4X 
as much on learning and leadership as their peers and 
are as much as 8X stronger at innovation, customer ser-
vice, and employee retention). 
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Moving up further (level 3), – a variety of planning 
and strategy programs "systemic relationship with tal-
ent", about the need to "export talent" and be rewarded 
for moving people into new and challenging jobs, often 
outside of their group. These are systemic practices, be-
cause they involve thinking about people as assets for 
the whole company. 

The two most important areas, those that correlated 
with the highest impact on business performance, are all 
about inclusion and diversity.  Inclusion is the goal we 
want to achieve here, and diversity is the measure of 
success. This requires embedding inclusion and diver-
sity into hiring, performance management, succession 
management, leadership development, learning – and 
specifically measuring diversity and holding leaders ac-
countable for inclusive behaviors and diversity results. 
D&I rated the highest impact of all, and it points out that 
in today's working world, your ability to attract and en-
gage people of all ages, cultures, backgrounds, and types 
is paramount to business success. So, what does it mean 
to have a strategic D&I program? As this research 
shows, D&I is a top-to-bottom busienss strategy – not 
just an HR program. 

So attracting people with different professional 
backgrounds, such as artists, mathematicians, or engi-
neers, will give the company more creative power. 
Moreover, it is recommended to focus not only on young 
generation, as employees of more mature age can share 
more experience. For example, while most HR-mana- 
gers focus heavily on the need to attract and retain young 
workforce, most companies are filled with senior pro-
fessionals who want to work into their 70s or longer. We 
can apply this concept to every category listed above 
and some academics have statistically proven this in a 
variety of business situations.  

Research by Cedric Herring at the University of 
Chicago proved that "diversity yields superior outcomes 
over homogeneity because progress and innovation de-
pends less on lone thinkers with high intelligence than 
on diverse groups working together and capitalizing on 
their individuality."  His statistical research found that 
across hundreds of companies, diverse teams drive 6% 
greater revenue, 15% more customer wins, and create 
significantly higher market share.  These teams work 
better together, innovate more, and come up with supe-
rior customer solutions. The message from this research 
is clear:  sustainable business performance today de-
pends on its ability to attract and engage a highly diverse 
workforce. Failure to do this well will impact company's 
innovation, employment and brand. 

What Is A High-Impact Inclusion And Diversity 
Program? Some of the keys strategies we've learned in-
clude: 

                                                        
1 Studies by specialists in the field of psychology and neurophysiology prove that real creativity is possible only for a 

limited number of people (by analogy with absolute pitch) and depends on many congenital neurophysiologic factors. 
 

Assigning a top executive the responsibility for 
leading and sponsoring the inclusion and diversity 
program; 
Creating behavioral standards, diversity metrics, 
and holding leaders accountable for results; 
Training people at all levels on topics like uncon-
scious bias, similarity bias, structural bias, and self-
rater bias; 
Integrating diversity and inclusion strategies in re-
cruitment, performance management, leadership 
assessment, training; 
Creating employee networks (D&I champions, 
Employee Resource Groups, and Communities of 
Practice) to bring people together; 
Creating an internal and externally visible score-
card to measure progress in all areas – such score-
cards include metrics for recruiting, promotion 
rates, compensation levels, participation in coach-
ing programs, turnover, participation in ERGs, 
supplier diversity, and much more.  
Creating a truly inclusive company is not easy: it is 

necessary to implement this principle not only at the 
level of the HR department, but also at the level of the 
company's strategy as a whole. This may require a lot of 
money and effort, but on the scale of world business is 
the path to success. 

Similar studies more and more clearly lead to the 
conclusion that a creative company or an enterprise of 
any field of activity can be created on the basis of not so 
much the selection of real creative workers1 based on 
“bounty hunting” technologies (that is, using an exclu-
sive model rather), but relying on D&I priorities. It is 
these priorities that give unlimited opportunities to cre-
ate not only creative enterprises, but creative industries, 
creative class and the economy as a whole. 

These changes in the labor market, and in general, 
in the field of employment, should be considered as part 
of larger-scale social transformations, as tightly inter-
locked elements of a single basic transformation that co-
vers all aspects of life, thereby segregating not only the 
labor market in a new way, but also society in as a whole 
This transformation is a shift to an economic and social 
system based on creativity. Therefore, the key measure 
to improve the living conditions of the poor, unem-
ployed and socially vulnerable citizens should not be so-
cial programs or the creation of unskilled jobs, the return 
of some of the productive professions of the past, and 
the use of creative abilities of these people, along with 
fair wages and integration into a creative economy. 

If these processes really begin in Ukraine this may 
represent a peculiar new form of technological «leap-
frogging», where various stakeholders investing in cre-
ative infrastructure are able to adopt the latest technolo-
gies. 
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In order to achieve efficiency, it was necessary to 
find the creative class corresponding to a new time of 
the form of collective action, social activity, social rela-
tions, operating in an age of diversity and high mobility. 
Such a new form can be considered in creative hubs – 
common spaces, where creative micro enterprises can 
use office space and resources together, and exchange 
knowledge and skills. 

A dynamic ecosystem of creative spaces and com-
munities has developed over the last 10 years. They are 
guiding and supporting thousands of creative ventures, 
but are still largely misunderstood and often underva- 
lued. The word ‘hub’ has become a universal but slip-
pery term to label centers of creative enterprise, repre-
senting many different shapes, sizes and agendas. 

In Ukraine, such a unifying role for high-tech cre-
ative hubs could perform scientific institutes of regional 
science centers under NAS and MES of Ukraine in a de-
centralized environment 1[]. 

This article has been commissioned to better un-
derstand their diverse value, processes and motivations 
and in doing so, analyse how best to support and stimu-
late the wider creative economy they are rooted in, par-
ticularly in times of political and financial uncertainty. 
The message we want to convey concerns the range of 
diversity and specialization of creative hubs. We argue 
that policy and practice needs to begin with this perspec-
tive, not with a generic or idealized ‘hub’. The immedi-
ate consequence is that any particular definition is likely 
to be a place holder that is filled by new cultural activi-
ties as hubs coevolved with their contexts. As we will 
point out, much of what makes a creative hub ‘work’ – 
that is, how it operates – is hidden from view in an ide-
alized version. However, our message is that this pro-
cess is the key to unlocking the lessons that hubs have 
to offer.  

What is the impact of a creative hub? We are now 
in a better position to reflect upon the UK creative hub 
experience and the extent to which lessons may, or may 
not, be transferable to other situations. There are a num-
ber of important points to make at the outset. Namely, 
that the building is necessary, but itself does not consti- 
tute a creative hub. Who owns and operates the hub may 
vary by place and time.  

 Thе hubs have become nests for freelancers and 
micro SME’s to gather, connect and collaborate. They 
are lighthouses for forgotten areas of the city, gathering 
people in unused spaces and connecting previously in-
visible communities. Hubs not only form communities, 
they also develop a structured serendipity that enables 
people to connect in ways they hadn’t before, inspiring 
new cross disciplinary collaborations, community en-
gagements and modes of working.  

                                                        
1 Ляшенко В.І., Підоричева І.Ю. Регіональні наукові центри НАН України та МОН України як ядро розбудови 

регіональних інноваційних систем в умовах децентралізації. Економічний вісник Донбасу. 2017. № 1 (47). С. 13–20.  
2 Creative Hubs: Understanding the New Economy [online resource]. – Available at: britishcouncil. org /creativeconomy. 
 

It is clear that the everyday definition of a creative 
hub, is one that is generic (the term ‘creative’ could be 
substituted by other terms such as ‘high tech’), and is 
defined by its infrastructure form. We are advocating a 
more nuanced and practice based understanding of hubs. 
The diversity of hubs enables practitioners to fit their 
process (creative activity) to a context (regional commu-
nity). The British Council’s Creative Hub Toolkit offers 
a useful ‘first cut’ of six possible variants: 

Studio – small collective of individuals and/or 
small businesses in a co-working 

space. 
Centre – large-scale building which may have 

other assets such as a cafe, bar, 
cinema, maker space, shop, exhibition space. 
Network – dispersed group of individuals or busi-

nesses – tends to be sector or 
place specific. 
Cluster – co-located creative individuals and busi-

nesses in a 
geographic area. 
Online Platform – uses only online methods – web-

site/social media to engage with a dispersed audience. 
The novelty and diversity of its structure and or-

ganisation has shaped the idea of the creative hub as a 
compelling model for the support of creative produc-
tion. However, this novelty does not always make it easy 
for potential funders, investors or policymakers to sup-
port the development of the hub in the most constructive 
way. Where investment (public or private) is involved, 
invariably the generation of a number of key perfor-
mance indicators (KPIs) will be important. This brings 
us to the question of evaluation, which is closely related 
to that of output indicators such as KPIs. We can appre-
ciate that the KPI approach, with its dependency on 
quantifiable outputs, can take priority in management 
and evaluation systems. A careful choice of KPIs deter-
mined by the hub itself is not always available. How-
ever, underpinning this, is the challenge that a sustaina-
ble and resilient creative hub is, by definition, about pro-
cess in which many values are in play and many impacts 
at stake The policy and investment community can fre-
quently understand the energy, agility and multi-disci-
plinarity of a hub environment but may have more diffi-
culty understanding the precise nature of its producti- 
vity. It is clear that there is an exciting mix of inputs but 
what are the outputs? Many case studies have shown 
that the many kinds of value at work inside hubs produce 
a wide range of impacts2: 

• Start-up companies 
• Jobs 
• New products and services 
• Future investment, both public and commercial 
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• Talent development 
• Talent retention 
• Informal education and engagement 
• Training 
• Regeneration 
• Research and development 
• New city, region and international networks for 

exchange and development 
• Innovative models of organisation 
• Quality of life enhancements 
• Resilience. 
The problem for many hubs and their potential in-

vestors is how to articulate this range of impacts. Given 
that hubs are a relatively recent and autonomous mode 
of organization with very low staff overhead in relation 
to overall levels of productivity, they have very little re-
source to devote to evaluation.  

Most of the powers and tasks for the development 
of creative industries are assigned to the regional and lo-
cal levels. The successful development of these indus-
tries has led to the transformation of urban space and the 
emergence of the concept of "creative city". The indus-
trial centers of the past (Manchester, Birmingham, Glas-
gow, Liverpool, Leeds, etc.) have become the brightest 
evidence of the success of the UK's state cultural policy 
to improve the economic and social situation in these 
cities. What else "yesterday" was considered a de-
pressed region with a high level of social instability, 
with abandoned factories, today is becoming a deve- 
loped and enriched area with developed infrastructure. 

An illustrative example of such a "reformatting" is 
Leeds. In 1951, half of the economically active popula-
tion was employed in industry, in 1971 – one third, and 
now only 10%. Data from 2011 shows that there are 
nearly 3,400 creative businesses in Leeds, with up to 
30,000 people working in creative industries across the 
city. 70 per cent of creative businesses are ‘micro’ and a 
further 21 per cent are ‘small’. NESTA’s Tech Nation 
Report details 44,951 people in the digital sector in 
Leeds (2016 year). Roughly half of the city’s working 
population is employed in knowledge-intensive sectors. 
The city region has seen significant growth in software, 
computer games and electronic publishing and, more re-
cently, in FinTech (financial innovation), big data re-
lated companies and health related startups. Leeds also 
has an active radio and TV sector, with clusters of TV 
and film production companies near ITV and the BBC’s 
Yorkshire headquarters in Leeds. According to the Cen-
tre of Cities Outlook 2015, Leeds is among the ten cities 
in the UK experiencing the fastest private sector jobs 
growth.  

There exists an unsung community of passionate 
and independent technology innovators (home-grown 
communities like Agile Yorkshire, Lean Startup and 
Leeds Hack) in the Leeds city region. Along with an  
                                                        

1 Creative Hubs: Understanding the New Economy [online resource]. – Available at: britishcouncil. org /creativeconomy. 
 

energetic freelance and self-employed community, 
these are people whose passion and expertise transform 
ideas into commercial success stories. Leeds also nur-
tured one of the first co-working spaces in the country, 
which made it into the UK top 10. Co-working spaces in 
Leeds have since multiplied, proving there is a place for 
cooperative and progressive attitudes to the way people 
work and innovate together as small independent busi-
nesses (Leeds City Region Enterprise Partnership).  

Leeds Beckett University (7.500 staff, 32.000 stu-
dents) is strongly engaged in managed workspaces and 
runs several creative hubs, e.g. the Digital Hub, a busi-
ness incubator in partnership with The Yorkshire Post, 
and the Old Broadcasting House, the oldest co-working 
space in Leeds. The Old Broadcasting House has existed 
since 2007 and, due to the financial support by the Leeds 
Beckett university, all the co-workers pay a fixed price 
no matter how much they use the space. Included in the 
rent are meeting rooms, projectors and help desk ser-
vices. A new incubator, Future Labs, received £3.7 mil-
lion in government investment to renovate a derelict po-
lice headquarters in the heart of Leeds to create a 6-floor 
incubator. Similarly, Leeds’ first FinTech accelerator 
Dotforge will also receive public funding. However, 
even though Leeds Economic Development emphasises 
a particular focus on CCI and digital businesses, it does 
not yet have a comprehensive policy in place to support 
those. There are also real estate-developer-led hubs such 
as ClubRooms from The Office Group and Inc. Work-
shop. Inc. is a manufacturing workspace for 140+ start-
up businesses and self-employed individuals, providing 
a space to manufacture products and make prototypes, 
as well as facilitating social and collaborative creative 
practice. Inc. provides training and access to specialist 
equipment for screen printing, woodwork, jewellery, 
metalwork, picture framing, laser cutting, upholstery 
and sewing. The workshop was set up with the vision to 
support everyone from self-employed individuals, di-
verse community groups, hobbyists, designer-makers 
and artists, and is run by the non-for-profit Enterprise 
Foundation. Furthermore, Leeds currently bids for the 
European Capital of Culture 2023 and rewrites its cul-
tural strategy for this1. 

Conclusion. The trends considered have more em-
braced the countries that are at the higher levels of com-
petitiveness and economic freedom ratings, human, in-
novation and digital development, scientific awareness 
etc. This indicates that all these components of the wel-
fare society are closely linked and condition one an-
other. Thus, the experience of developed countries has 
shown that the achievement of a high quality of life and 
the level of the economy is possible only on the princi-
ples of a new post-industrial paradigm, the most signif-
icant features of which are not the innovation itself, but 
the transition to a new type of economic growth, based 
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on knowledge and their creative combination. The ques-
tion arises: how long can Ukraine's transition to a model 
of a creative economy continue, and how can a society 
meeting the requirements of the post-industrial era in a 
deep economic, political, social crisis, loss of its terri-
tory and military conflict be able to form. In addition, 
the authorities in Ukraine are rapidly losing credibility 
both inside and outside the country, not justifying the 
expectations relied on it after the "dignity revolution". 

In Ukraine, the theme of creative industries, crea-
tive cities, and in general, the creative economy, is new 
and does not attract the attention of domestic theorists 
and practitioners to its problems. The authorities also 
show a deep lack of interest in the level of creativity of 
Ukrainian society. At the same time, the state has neither 
a concept nor a strategy of participation of the popula-
tion as a full-fledged subject of the domestic innovation 
process, and even no signatures arise about the signifi-
cance of the creative industries. However, one should 
hope that understanding the necessity of involving all 

sections of the population in innovation and creative 
processes will come to power structures rather quickly, 
otherwise Ukraine, being behind most of the developed 
countries in the ratings of competitiveness, innovation, 
digital readiness, etc., risks remaining for a long time on 
the industrial periphery of the post-industrial world.  

For the authorities, public and business structures 
of Ukraine, it is extremely important to realize the value 
of the creative layer of the population in order to under-
stand the nature and nature of the large-scale changes 
that take place due to the growth of this stratum in the 
country. And examples from the world practice are not 
aimed at "catching up and overtaking Britain or Ger-
many", but it is only a benchmark, following which, 
there is at least some chance of joining up to the current 
trends in the world community. 
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"INTERNATIONALIZATION OF POLISH 

AND UKRAINIAN ENTERPRISES" 
 
The deepening of the international division of labor 

naturally determines the development of its two main 
processes, which are different in their internal content. 
On the one hand, the differentiation of economic sys-
tems of different countries; and, on the other hand, their 
peculiar interweaving and complementarity. With the 
development of the productive forces of society and so-
cio-economic relations at a certain stage, these multidi-
rectional processes lead to the emergence of integration: 
the gradual convergence of national economic systems 
of different countries based on the formation of their co-
ordinated economic policy. The essential basis for eco-
nomic integration is the integration of their enterprises. 

In the context of the implementation of the Euro-
pean integration course, the development and imple-
mentation of the economic policy of Ukraine as an es-
sential prerequisite presupposes the justification of the 
forms, methods and methods of integrating national en-
terprises with enterprises, first of all, countries of the 
European Union. Based on the strategic partnership of 
Ukraine and Poland, in this regard, the development of 
integration issues of Ukrainian and Polish enterprises is 
of paramount importance. 

In economics of Ukraine and Poland, perhaps the 
first example of a system analysis of these topical, but 
little-studied problems, is the monograph of Beata Glin-
kowska, one of the most famous European schools of 
management in Lodz*. 

It is indicative not only that this kind of research is 
presented by Polish scientists, but also that this mono-
graph was prepared as a habilitation thesis of the author 
for the degree of habilitated doctor in economics. 

The peer-reviewed robot is distinguished by its 
fundamental nature. A cross-cutting study of theoretical, 
methodological, scientific and practical aspects of the 
integration of Polish and Ukrainian enterprises is pre-
sented in eight sections of the monograph, combining 
thirty subsections. The illustration of the material is pre-
sented in thirty seven figures, fifty six tables, ten graphs 
and six appendices. The list of bibliographies is three 
hundred sixty-six sources in five languages (English, 
German, Polish, Ukrainian, and Russian) for more than 
fifty years (from 1960 to 2017). The total volume of the 
monograph is 28,375 printed sheets. 

                                                        
* Beata Anna Glinkowska, Internacjonalizacja polskich i ukraińskich przedsiębiorstw (978-8-3814-2134-8), 

Wydawnictwo Uniwersytetu Łódzkiego, Łódź 2018. 454 stron. 

The analysis of the theoretical foundations of inter-
nationalization, the work of predecessors and the man-
agement of the internationalization of economic sub-
jects are devoted, respectively, to the first, second and 
third sections. The fourth section presents the presenta-
tion of the author's methodology. In the fifth – the results 
of the study of the internationalization of enterprises in 
Poland. In the sixth - conceptual proposals for the inter-
nationalization of Polish enterprises. In the seventh - the 
results of a study of the internationalization of enter-
prises in Ukraine. The eighth section highlights the con-
ceptual proposals for the internationalization of enter-
prises in Ukraine. 

The empirical basis for the study of Polish micro 
and small enterprises was data for one hundred and five 
enterprises; by medium and large – by fifteen. Similar 
figures for Ukrainian enterprises are, respectively, 
twelve and six. In addition to the motives, barriers, strat-
egies, types, as well as – sectoral and regional features 
of internationalization, the author rather fully carried out 
a SWOT analysis of the studied enterprises (moreover, 
using identical methodological tools). 

It is very remarkable that among the group of micro 
and small enterprises in Poland, the largest share (8.6%) 
are those that cooperate with enterprises in Ukraine. The 
share of this group of Polish enterprises cooperating 
with enterprises of other countries does not come close 
to that indicator (p. 210). Ukraine's small business, to an 
even greater degree, from all countries, is focused on co-
operation with Polish enterprises (p. 304). In general, 
the trends in the development of integration processes of 
medium and large enterprises of the two countries are 
similar (pp. 213-232; 307-317). 

The monograph notes that the polling of enter-
prises in Poland and Ukraine was conducted only from 
among those who already have experience of interna-
tionalization in different countries, and not among those 
who are only planning such an activity. 

There is every reason to note that the real (and, un-
fortunately, very different) level of development of in-
ternationalization in Poland and Ukraine objectively re-
flects the figures given by the author in terms of the 
number of enterprises studied in these countries. 
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At the same time, the mentioned indicators and 
trends reflect a common principle line: the business of 
Ukraine and Poland is already fully defined in the geo-
graphical priorities of integration cooperation. 

The author rightly notes another feature to which 
attention should be paid: in the current conditions in 
Ukraine, the criteria for categorizing enterprises as mi-
cro, small, medium and large fully meet the standards of 
economic law of the European Union (p. 291). 

With regard to the Ukrainian enterprises under 
consideration (as well as with respect to Polish enter-
prises), the presented sample is quite representative. In 
the sectoral aspect, they represent all spheres of the na-
tional economy. The author's approach is also argued in 
the regional context (p. 289): the territory of economic 
activity of the studied Ukrainian enterprises covers 
Lviv, Kiev, Kharkov, Donetsk and Luhansk regions (in 
terms of the territories controlled by Ukraine in modern 
conditions when it comes to the last two regions). 

In addition to the positive aspects of the mono-
graph under review, we consider it necessary to mention 
those that did not receive the desired coverage. Thus, for 
the Ukrainian scientific community there is great inter-
est in analyzing the experience of the practical imple- 
 
 
 

mentation of the EU-Poland Agreement on the Free 
Trade Zone, with which Poland did an excellent job in 
the nineties and the beginning of the two thousandth. 

The monograph may be unnecessarily overloaded 
with a list of research and educational institutions of 
Ukraine (as well as regional authorities), whose repre-
sentatives (with detailed names and positions of scholars 
and government officials), whose expert assessments, in 
addition to representatives of Ukrainian business, were 
used for research purposes. 

The content of the reviewed work indicates that the 
goals (the monograph highlights the main goal and its 
derivatives – private ones, as well as the empirical goal) 
are realized by the author at a high scientific and practi-
cal level. The noted output hypotheses of the study (five) 
are fully implemented. 

The monograph by Beata Glinkowska does not 
only outline a new direction of research activity of 
Polish and Ukrainian theoreticians and practitioners. It 
sets a high methodological, theoretical and practical 
level of such studies, which should be carried out 
jointly. The book will be useful for representatives of 
business, science and government of Ukraine and Po-
land. 
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