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ABSTRACT. The labor potential of the region (on the example of the

Kirovohrad region), tendencies of its formation as the main resource of innova-

06M35BNIAN I3MBMINGd RO 3960135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, N2, 2019



£9GI0Y 3¥203M3Y, ITIEY 3M3M3IG, 3MTMRNING 3VLNIM3N - NATALITA SHALIMOVA , OLENA MAGOPETS, VOLODYMYR SHALIMOV 9

NATALIIA SHALIMOVA ,
Doctor of Economics, Professor,

tive activity in the context of providing innovative development of the region

are analyzed. The tendencies of change of economically active, employed and

Dean of Accounting and Finance

Faculty, Central Ukrainian National unemployed population of Kirovohrad region for the period 2000-2018 are de-
Technical University termined. The balance of labor resources of Kirovohrad region from the point of
e-mail: nataliia.shalimova@gmail.com

view of their distribution by age groups, taking into account working capacity,
orcid.org/0000-0001-7564-4343 v age group £ & capacily

by level of economic activity, employment, including formal is calculated. Dy-

OLENA MAGOPETS,
Candidate of Economic Sciences (PhD

namics and structure of age of economically inactive population of Kirovohrad

) ; i region for the period from 2000 to 2018 are investigated. A comparative analysis
in Economics), Associate Professor,
Head of the Department of Audit and

Taxation, Central Ukrainian National

of the structure of economically active and economically inactive population

of Ukraine and Kirovohrad region by age and level of education is conduct-
Technical University
orcid.org/0000-0002-2124-4026
e-mail: magserg@ukr.net

ed. The following threats for further innovative development of the region are
specified: a significant share of economically inactive, unemployed and infor-

mally employed population, significant outflow of young people, as the most
VOLODYMYR SHALIMOY,

: i . prone to innovative activity of the population category, due to internal and ex-
Candidate of Economic Sciences (PhD

in Economics), Associated Professor. ternal migration. The official reasons for economic inactivity of the population

Associated Professor of the Department of Kirovograd region and tendencies of their similarity with other regions of

of Finance, Banking System and Ukraine are distinguished. It is substantiated that by the share of economical-

Insurance, Central Ukrainian National
Technical University ly inactive population who fulfills their household duties and is “lost” in the
orcid.org/0000-0001-9462-8277

e-mail: v.shalimov@ukr.net

job search process Kirovograd region is among certain western regions of the
Ukraine. It is concluded that the actually economically inactive population of
Received: July, 2019 these regions forms the proportion of the population who goes to work abroad
Accepted: August, 2019 or work in the informal sector and is not covered by the relevant statistical ob-
servations.

Key words: labor resources, labor potential, innovative development of the

JEL Classification J21. R11. . . . . . L .
region, economically active population, economically inactive population

The purpose of the article is to analyze the economically active and inactive population of the region (on the
example of the Kirovograd region), its age and educational structure as the main resource of innovative activity in the
context of regional innovation development.

Originality and value, problem statement:

It is substantiated that solving the problems of employment and unemployment at the regional level is one of the
most important prerequisites for its sustainable development, especially in the conditions of activation of the inno-
vative component. The following threats to further innovative development of the region are specified: a significant
share of economically inactive, unemployed, significant outflow of young people, as the most prone to innovative
activity of the population category, due to internal and external migration. The risks of youth loss as the most prone
to innovative activity of the population category, taking into account the intensity of both internal and external educa-
tional migration at the level of undergraduate and graduate level, are identified. The necessity of development of the
regional innovative development strategy, levers and mechanisms of its management with emphasis on preservation
and development of labor resources is substantiated.

Materials and methods, analysis of recent research:

In the article general scientific and special methods of research have been used. The following general scientific
methods were used in the research process: induction and deduction; classification; abstraction, analysis and synthesis;

methods of system analysis and concretization. Methods of comparative and economic-mathematical analysis were
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used to study the trends of formation and structure of economically active and inactive population of the Kirovograd
region of Ukraine. The graphical representation method was used to illustrate the obtained results.

Resolving issues of employment and unemployment at the regional level is one of the most important prerequisites
for its sustainable development, especially as the innovation component becomes more active. Thus, human capital is
the main determinant of national innovation competitiveness, but now its efficiency in Ukraine is low.

Factors that determine the sources of economic development and enable it physically include: the availability of
resources in quantitative and qualitative aspects; educational and qualification aspects of labor resources; the qualita-
tive structure of the capital and its technical condition; technology [1, p. 108]. In the case of enterprises that are guided
by the concept of innovative marketing, the most important resources are labor and information, because it is people
who, based on the available information, are generators of innovation ideas, and it is they who can create programs for
the implementation of these ideas, based on the facts that the main link of the mechanism of creation of innovations
is labor resources, and the process of their involvement is one of the most important [1, p. 168]. Therefore, the forma-
tion of a strategy for innovative development of the region can be carried out not only based on the understanding the
economic situation, but also the essence of socio-economic relations in the regional labor market.

Highlighting unsolved parts of a common problem:

Many scientists have explored the problems of formation and efficient use of labor resources, factors that shape
their structure and impact on regional development. First of all, it is worth noting the scientific achievements in the
study of the problems of formation of labor resources, which were made by scientists of the Ptoukha Institute for De-
mography and Social Studies of the National Academy of Sciences of Ukraine [11; 17]. The models of the transitive
labor market, the interconnection between different spheres of life (education, household, unemployment, employ-
ment, retirement) are presented in a monographic study by Ilyich L.M. [10]. Models for identifying economically
active, employed and unemployed people in the context of social ties are of scientific interest of other scientists [8].
Of particular note is the study of the unemployed economically active population of the Lviv region, conducted by
scientists of the Institute of Regional Research named after M.1. Dolishniy of the National Academy of Sciences of
Ukraine [13]. Problems of innovative development are also presented in a large number of monographic studies, in
particular [2; 18; 14; 1; 9; 4]. At the same time, the influence of the structure of economically active and economically
inactive population on the innovative development of the region needs further research.

The purpose of this study is to analyze the economically active and inactive population of the region (on the ex-
ample of the Kirovograd region), its age and educational structure as the main resource of innovative activity in the
context of regional innovation development.

Presenting main material:

The current state of the labor market in the Kirovohrad region is characterized by the presence of certain problems,
which are a barrier to the innovative development of the region, since the labor potential of the Kirovohrad region dur-
ing the period 2000-2018 has significantly decreased (Table 1). Of particular concern is the quantitative and qualitative
imbalance between supply and demand for labor, high unemployment, falling employment, and low employment in
rural areas.

In particular, the economically active population aged 15-70 years decreased from 511.1 thousand people in 2000
to 430.4 thousand people in 2018. But we have an increase of 1 thousand people in 2018 compared to 2017 due to 400
people of working age, 600 people of working age.

The number of employable population in the period from 2000 to 2018 decreased from 493.3 thousand people to
416.0 thousand people. The number of employed population aged 15-70 has decreased from 435.2 to 380.5 thousand
people, but again in comparison with 2017 we have an increase of 3.7 thousand people, due to persons of working
age - 2.3 thousand people and disabled people - 1.4 thousand people. The share of employed population aged 15-70 in

the total population of the corresponding age increased from 52.4 to 54.5%.
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TABLE 1
CHARACTERISTICS POPULATION OF THE KIROVOGRAD REGION BY THE
LEVEL OF EMPLOYMENT AND ECONOMIC ACTIVITY IN 2000-2018, THOUSAND PEOPLE

Economical{y active Employed population The average
population number of full-
Year at the age . at the age . time employees, Unemp'loyed of
of 15-70 of working of 15-70 of working thousand people working age
years age years age
2000 511,1 4933 4352 419,0 317 74,3
2001 5049 486,0 428,2 410,0 292 76,0
2002 517,8 480,1 470,0 4333 275 46,8
2003 504,4 471,6 4549 422,1 255 49,5
2004 499,3 467,7 444,5 4137 241 54,0
2005 501,5 460,0 457,5 416,0 237 44,0
2006 500,2 460,1 458,9 418,8 235 41,3
2007 503,2 461,3 462,4 420,5 229 40,8
2008 499,2 458,7 459,1 418,6 223 40,1
2009 480,3 435,9 4327 3883 209 47,6
2010 473,5 431,6 431,2 389.,3 210 42,3
2011 474,0 436,1 433,1 3952 204 40,9
2012 473,7 437,0 4337 397,0 204 40,0
2013 471,0 4343 434,0 3973 197 37,0
2014 440,3 420,8 391,1 371,6 190 49,2
2015 436,6 419,7 386,8 369.,9 180 49,8
2016 428,8 416,5 375,7 3634 177 53,1
2017 4294 416,4 376,8 363.8 175 52,6
2018 430,4 416,0 380,5 366,1 176 49,9

Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].

The number of unemployed in 2000 was 75.9 thousand people aged 15-70 years and 74.3 thousand persons of
working age, which made up 14.9% and 15.1% of the economically active population of the respective age group.
In 2018, the number of unemployed decreased by 26 thousand people aged 15-70 and by 24.4 thousand working age
population compared to 2000, which made up 11.6% and 12.0% of the economically active population of the respec-
tive age group.

Thus, the positive trends are: (1) the decrease in the number and share of the unemployed in the economically
active population; (2) the growth of the employed and economically active population aged 15-70 compared to 2017
and the increase in their share in the population of the corresponding age, compared to 2000; (3) there are no signif-
icant changes in the share of employed and economically active population of working age in the population of the
corresponding age (from 64.5% to 63.8% and from 76.0 to 72.5% respectively).

But at the same time by all indicators (level of economic activity, employment rate, unemployment rate) Kirovograd
region is below the average level in Ukraine (Table 2).

In 2018, the level of economic activity of the population of the Kirovohrad region is lower than in Ukraine, ex-
cept for economic activity in urban settlements: in the Kirovohrad region this indicator is 64.2%, and in Ukraine as a
whole - 62.8%. At the same time, the employment rate is below the average in Ukraine by 3 percentage points, with the
exception of the employment rate in rural settlements - in the Kirovograd region it is 48.3% and in Ukraine - 54.4%.
Accordingly, the unemployment rate in the Kirovohrad region exceeds the average level in Ukraine by 3 percentage

points and is the highest among men - 14.1%. The lowest unemployment rate was observed in Kharkiv (6.1%), Kyiv
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(6.5%), Odesa (7.3%) regions and the city of Kyiv (6.9%), and the highest in Poltava (12.0%). , Kirovograd (12.2%),
Volyn (12.5%), Donetsk (14.6%) and Luhansk (6.6%) regions.
TABLE 2
ECONOMIC ACTIVITY OF THE POPULATION BY SEX AND PLACE OF RESIDENCE
IN KIROVOHRAD REGION AND UKRAINE IN 2017-2018

Indicator 2017 2018
Kirovohrad UKkraine Kirovohrad UKkraine
region region
The level of economic activity,% 60,8 62,0 61,6 62,6
women 54,5 55,7 54,9 56,8
men 67,7 69,0 69,1 69,0
urban settlements 64,2 62,8 65,5 63,5
rural settlements 54,6 60,4 54,7 60,6
Employment rate,% 53,3 56,1 54,5 57,1
women 49,0 51,4 50,2 52,5
men 58,2 61,4 59,2 62,1
urban settlements 56,2 56,9 581 58,1
rural settlements 48,3 54,4 48,0 55,0
Unemployment rate,% 12,2 9,5 11,6 8,8
women 10,2 7,7 8,6 7.4
men 14,1 11,1 14,3 10,0
urban settlements 12,6 93 11,3 8,6
rural settlements 11,6 9,9 12,2 92

Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].

Analysis of the structure of economically active population of the Kirovograd region showed its change in 2018
compared to 2017. Thus, in 2017, the educational level of the economically active population of the Kirovograd region
was dominated by those with vocational (30%) and incomplete higher education (22%), their share higher than the
average in Ukraine - 19% and 26% in accordance. In comparison with the average in Ukraine, the share of those with
full higher education (educational and qualification levels of “master’s” and “specialist”) was lower. If in the whole in
Ukraine this indicator is 32%, in the Kirovohrad region - 28%.

In 2018, those who have gained full high education degree (master’s or specialist) begin to occupy the largest share
in the economically active population: 31.0% in the Kirovograd region (Figure 1).

The share of people with complete secondary education has also increased: in 2017 - 15.7% of the total econom-
ically active population, in 2018 - 16.1%. At the same time, differences from the Ukrainian average levels remain. If
the share of those with full and basic higher education in Ukraine is 34.8%, in the Kirovograd region this indicator is
32.5%. On the contrary, the highest is the share of those who get a diploma of junior specialist and working profession
(graduates of vocational schools): 49.2% - in Kirovohrad region, 44.9% - in Ukraine. The share of those with only
secondary education in Ukraine is 20.3%, in the Kirovograd region - 18.1%.

Internal educational migration of young people is one of the main channels of territorial redistribution of the
population of Ukraine and, in fact, its starter. The intensity of internal educational migration at the level of bachelor’s
and master’s degrees (universities, academies and institutes) is traditionally higher than at the level of short cycle of
higher education (colleges) [17], which is clearly illustrated by the example of the Kirovograd region. According to
the CEDOS Research Center [12] in the Kiev city and Kharkiv region, almost 100% of entrants have enrolled in higher
education institutions in their region, in Odessa, Lviv and Chernivtsi regions - about 90%. In the other 18 regions, this
figure ranges from 70-40%, and only in the Kirovohrad region does not exceed 30%. Thus, in 2017, only 683 persons
of the 2541 applicants (or 26.9%) from the Kirovograd region entered higher education institutions in the same re-
gion; in 2018 only 832 of the 2,686 entrants or 31.0%.
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FIGURE 1.
STRUCTURE OF ECONOMICALLY ACTIVE POPULATION OF UKRAINE AND KIROVOGRAD
REGION BY LEVEL OF EDUCATION IN 2018, %
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Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].

In most cases, applicants with high external independent assessment scores left their region. High mobility is a
typical feature of modern youth. The internal educational migration remains the most affordable way of integrating
into the labor market of another city and region after receiving education in relevant higher education institutions.

The analysis of the structure of economically active population by age showed that the share of young people (15-
34 years) in 2017 was the same in Ukraine and Kirovograd region - 36%. Although in the Kirovohrad region the share
of young people aged 15 to 24 years was higher than the average in Ukraine, the share of persons aged 30 to 34 years
was lower than the average in Ukraine. Also in the Kirovohrad region, a smaller proportion of those aged 35-39 are in
the total economically active population, but larger of those aged 40-59.

In 2018, the age structure of the economically active population has changed. If in Ukraine the share of young
people aged 15-34 is 34.1% and in the age group 15-39 it is 48% (that is, almost half of the economically active pop-
ulation aged 15-70 years), in the Kirovograd region these indicators are 32.2 % and 44.8% (Figure 2). Such structure
confirms the conclusions about the redistribution of youth from the Kirovograd region for the benefit of other regions
of Ukraine.

The potential workforce is economically inactive people, unemployed and informally employed. In the Kirovohrad
region, there were 401.7 thousand people in 2017 and 378.1 thousand people in 2018. In its composition, the largest
share is the economically inactive population, which necessitates a change in approaches to the estimation of labor
resources, because for a long time it was traditionally assumed that person may be either employed or unemployed,

and the fact of the possibility of economic inactivity and its causes remained neglected.
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FIGURE 2.
STRUCTURE OF ECONOMICALLY ACTIVE POPULATION
OF UKRAINE AND KIROVOGRAD REGION BY AGE IN 2018, %
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Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].

The number of economically inactive population of the Kirovohrad region decreased from 319.8 thousand people
to 268.4 thousand people by 16.1% (Figure 3), which corresponds to the overall trends of changes in economically
active population. But this decrease was only due to the decrease of economically inactive population older than
working age: from 163.6 to 110.4 thousand people. The number of economically inactive population of working age
has not changed: 156.2 thousand people in 2000 and 158.0 thousand people in 2018. Accordingly, the share of persons
of working age in the total number of economically inactive population increased significantly: from 48.8% to 58.9%.

Among the main global reasons for the decline in economic activity of the population of the countries of the
former USSR are distinguished the following: abandonment of the ideology of forced and compulsory employment,
increasing the share of extreme age groups of population, refusal to distribute social goods and services through en-
terprises, increasing the role of income from property and from others non-labor income, land acquisition for use [7,
p. 18-20]. However, now these reasons are complemented by others.

The reasons for the economic inactivity of the population aged 15-70 include objective reasons (pensioners and
students, who are not expected to be obliged to work in principle) (Figure 4). In 2017, the share of pensioners and stu-
dents was 53.6% and 20.7% in Ukraine, 53.8% and 15.4% respectively in the Kirovohrad region. In 2018, the share of
pensioners and students was 54.7% and 20.97% in Ukraine, 53.0% and 17.0% respectively in the Kirovohrad region.

But other reasons are also officially stated, including: home (family) duties, health, seasonal nature of work, frus-
tration, lack of desire to look for work or non-acquaintance of where and how to do it. The number of such persons in

the Kirovohrad region is almost 83 thousand, and the share of those who are not economically active for other reasons
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is one of the highest in the Kirovohrad region - 30%, including 25% are those who do their home (family) duties, 5%
are the so-called “desperate” ones.
FIGURE 3.
DYNAMICS OF ECONOMICALLY INACTIVE POPULATION OF KIROVOGRAD
REGION AND ITS STRUCTURE IN 2000-2018
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Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].

Kirovograd region is among the first six regions in which this figure exceeds 30%. In 2017, such regions of
Ukraine were Ternopil (36.4%), Zakarpattia (35.4%), Volyn (34.6%), Rivne (34.4%), Chernivtsi (31.1%), Kirovohrad
(30.8%). In 2018, the list of such regions has changed (Figure 5).

FIGURE 4.
THE REASONS OF THE ECONOMIC INACTIVITY OF
THE POPULATION IN UKRAINE AND KIROVOGRAD REGION IN 2018
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Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].
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FIGURE 5.
REGIONS WITH THE HIGHEST PROPORTION OF PERSONS WITH HOUSEHOLD
(FAMILY) RESPONSIBILITIES AND THE “DEPRIVED PERSONS” IN THE TOTAL ECONOMICALLY
INACTIVE POPULATION IN 2018, %
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Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].

In fact, the economically inactive population of these regions forms the population who goes abroad for work or
works in the informal sector and is not covered by relevant statistical observations.

Scientists emphasize that the causes of economic inactivity and its level have certain differences in socio-demo-
graphic groups of the population [10, p. 183]. The analysis of the structure of economically inactive population by
age shows that the share of young people (15-34 years) in the Kirovograd region is smaller than in Ukraine (34% and
33% respectively) (Figure 6).

But this situation is caused by the economically inactive youth aged 15 to 24 years - its share is 21% in the
Kirovograd region, which is 3 percentage points less than the average in Ukraine. However, in the Kirovohrad region
the proportion of those aged 25 to 49 is higher than the average in Ukraine (24% and 22% respectively), and the pro-
portion of persons aged 50 to 70 is the same — 54%.

When comparing the structure of economically inactive population of Kirovohrad region by the level of education
with the average indicators in Ukraine (Figure 7), it can be concluded that the share of those who have incomplete
higher, vocational education and no education at all in Kirovohrad region (19.1%, 22.4% and 2.5% respectively) high-
er than the corresponding indicators in Ukraine (15.0%, 19.0%, 1.9% respectively).

In Ukraine as a whole, the share of those who have a complete higher (15.9%), a basic higher (1.6%), a complete
secondary education (32.9%) is higher than in the Kirovohrad region (12.7% - a complete higher, 0.8% - a basic
higher, 27.7 % - a complete secondary education). As a whole, in Ukraine among economically inactive people the
share of those who have additional education, except general secondary education is 51.5%, with almost the same

distribution between those who have complete higher, incomplete higher and vocational education. In the Kirovohrad
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region, there are 55.0% of such persons, with a predominance of persons with vocational, technical and incomplete
higher education.
FIGURE 6.
STRUCTURE OF ECONOMICALLY INACTIVE POPULATION
OF UKRAINE AND KIROVOGRAD REGION BY AGE IN 2018,%
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Source: calculated and summarized by the authors based on [3; 5; 6; 16; 15].

FIGURE 7.
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In order to reduce threats in the sphere of formation of labor potential in the context of regional innovation de-
velopment, it is advisable to use the measures proposed to overcome threats in the sphere of innovation employment
implementation processes [11, p. 303]:

- implementation of an effective socio-demographic policy, the main instruments of which should be: increasing
the share of people involved in productive activities by reducing the proportion of economically inactive popula-
tion, developing and implementing measures to promote greater and more harmonious inclusion in employment
of women taking maternity leave to care for children 3 years of age or younger, improving mechanisms for pre-
venting the spread of labor diseases and premature death of the employed;

- expanding the involvement of older workers in productive activities with a view to increasing their econom-
ic activity, gradually raising their retirement age, improving their retraining programs, and involving them in
non-formal education programs, especially in innovative fields of activity;

- introduction of broad educational programs on priority areas of innovative economic development, reform of
the vocational education system (both vocational and higher) in order to improve the quality parameters of the
workforce;

- stimulating the increase of the number of jobs, especially in the innovation-active spheres of activity, improving
the quality and expanding the range of social guarantees for the employed, facilitating access to their employ-
ment, providing broad access to career, professional and individual development opportunities for the employed
regardless of their age, level well-being and status.

As L. Ilyich emphasizes, ehe basic idea of the policy of attracting economically inactive population to the transitive
labor market should be refusal to focus on the current job offer [10, p. 26]. The essence of the idea is that with civilized
recognition of human rights and freedoms, as well as under flexible state governance, each person - independently or
in cooperation with any number of persons - gets the opportunity to create new units of self-employment, micro and

small-format jobs, to start classical enterprises with minimal transaction costs for their legitimation [10, p. 26-27].

CONCLUSIONS:

The generation of innovative potential and the provision of innovative development can occur through various
sources according to the types of resources used, among which labor and intellectual resources are of great impor-
tance. Despite the minimal but important tendency of increasing the number of economically active and employed
population and decreasing number of unemployed and informally employed in Kirovohrad region, it is necessary
to emphasize the significant threat to the further innovative development of the region: a significant proportion of
economically inactive, unemployed and informally employed population in Kirovohrad region, significant outflow of
young people through internal and external migration.

The analysis show a large proportion of the economically inactive population who declare fulfilling their home-
work responsibilities and are “deprived” about the job search process. By this indicator, the Kirovograd region is in
sixth place among such regions of the western region of Ukraine as Chernivtsi, Volyn, Ternopil, Zakarpattia.

Unfortunately, the conclusion is that “the situation of those depressed territories, where the low proportion of
potential (children) and actual (working age) employable persons, the high proportion of elderly people, and the
particularly unfavorable balance of natural migration movement population is combined with large-scale migration
outflow and with “stagnant” dynamics and conservative structure of economy and employment of population (Sumy,
Chernihiv, Luhansk, Kirovograd regions) “, are already particularly difficult in the context of the formation of labor
potential” [17, p. 251], confirmed by regional analysis. Already, the Kirovohrad region is experiencing acute negative

effects of the large-scale outflow of labor, and the lack of appropriate qualifications is an obstacle to the creation of
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new jobs. Trends in innovation activity in Ukraine show its declining nature, which is manifested in the decline of
innovatively active enterprises, the decrease in the number of employees involved in the implementation of research
and development, the decline in GDP, which requires a thorough study and take into account the factors that provide
the transition from the traditional model of economy to the innovative one. The determining factor for the develop-
ment of innovative activity in Ukraine is human capital, whose potential is hardly used to accelerate the development
of an innovation-oriented economy in the country. The problem is the lack of interest of the employed population in
the work of innovative content due to the low remuneration of such work, the use of imperfect and ineffective tools
for its motivation and stimulation.

Developing a strategy for regional innovation development, levers and mechanisms for its management, with an

emphasis primarily on the conservation and development of human resources, is an area for further research.
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CURRENT TRENDS AND DRIVERS OF
TRADE IN TERMS OF SUSTAINABLE
DEVELOPMENT GOALS

ABSTRACT. The article studies current trends in trade development, iden-
tifies stimulating and deterrent factors in trade development in Ukraine. The
importance of trade in achieving sustainable development goals is scientifically
substantiated. The substantiation of the role and importance of trade in securing
the achievement of sustainable development goals made it possible to determine
the laws and principles of functioning of trade enterprises as its basic structur-
al business units. The necessity of developing an integrated trade development
strategy based on expanding trade by increasing access to markets, diversifica-

tion and creating an effective institutional environment has been proved.

Kew words: trade, sustainable development, sustainable development goals,

incentives, constraints, patterns and principles of trade enterprise functioning.

O6M&EOBNY. LG Fgabbogmol gogtimdal gobzomamgdal d0d-
©0boMg Bgbegb3098L, gobbodmgMmagh 3Menbsdn gogMmdbol asbzn-
®56980b LEEFPMoEaNE s 3780393989 BoJBMEGAL.  gogEHmdal
8609369mm35L Bg Moo 30630056 gdalb 30dbgdab dabombgge. gogdm-
b0l Ommobs s 3603369mmmbal obodmmgdsd dpgMomn aobgomsmgdals
8096930l 8ombggal N dEMNbggmbogmazem dgbsdmgdgma gobows bagog-
e boboMmImgdal, Bmame (3 3obo doMomswo bGENJEnGmmo dabbgbal
90 gnmob gubd30mbamgdol 30b6mbgdo s 36nb(303930.

bo 353560 boByz93m 3o46imds, 3pa@omn gobznmsemgds, 8gMawn
30630006960b J0Dbgd0, bLENdNmoMgds, Bgdbmmw3gda, bagogmm Lobom-
3mb g3mbg(30mBaMgdab 3606303980 o 3Mnb(303980.

Issue outline. In 2015, the UN Member States approved the 2030
Agenda for Sustainable Development and pledged to achieve the 17
Sustainable Development Goals. By 2030, countries aim to fully ad-
dress the issues of hunger and all forms of malnutrition, double agri-
cultural productivity and the incomes of small-scale food producers. In
addition, it is planned to ensure the establishment of sustainable food
production systems and the introduction of agricultural practices that al-
low to increase productivity, production volumes, strengthen the ability

to adapt to climate change.
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ICIMBMAO &ImI3RIGSM,
93Mbm3n 30l dg(360gGrgdoms
39b@o@ad0,

sbmzoMgdmmo 3Gmgygbmen,
93mbm8agabs s 3abbgbal

&9d6mmmg0gdol @g3em@edgb@on,

9emgbmmo basgosgom

The trade plays a significant role in the achievement of the Sustaina-
ble Development Goals. Moreover, it enables countries to gain access to
new markets and new investments, which contributes to their economic
growth, improved living standards and sustainable development.

Analysis of recent researches and publications. The issues of trade

and market development have been devoted to the work of many authors:

960396L0@ 980 V. V Radaev, I. M Melnyk, V. V Apopiy, S. G Babenko, O. I Blank, Y. A
ellkater111(@gmail.com Goncharuk, V. P. Kosarina, I.T Mazaraki and others. The works of sci-

entists cover the evolution of trading formats, features of wholesale and
MJLIED 33NTI6SM, retail trade, tendencies and prospects of further development of the trade
gfgi:(s:g;b Bo@bogpdoos industry. Much material is devoted to the analysis of the current state of
sbezotn 63’@0 3Gmazgbmto, trade enterprises, scenarios of its further development. However, insuffi-

030608030b5 @5 30BBgbob cient attention is paid to exploring the role of trade as stable platform in

&9d6mmmagoolb @g3omM@edgb@o,
96m36mmo basgosgom
Bngg@mbodgdo.
shkolenko_oksana@ukr.net

achieving the country’s sustainable development goals.

The aim of the article is to study current trends in trade develop-
ment and to substantiate its importance in achieving sustainable devel-
opment goals.

The main part. Recently, significant changes have taken place in

dg8mbeyemos Ggmsg30000:

ogemobo, 2019 the political and socio-economic system of Ukraine, and one of the most
#96396 B0F93mam00: pressing issues remains the solution of problems of socio-demographic,
0850b8m, 2019 economic and environmental character and the choice of the future path

of development of the country’s economy, taking into account national
JEL Classification J21. R11. priorities. One of the vectors in this area can be served by the United

Nations Sustainable Development Goals, which came into force on 1

January 2016. The new Sustainable Development Goals are a comprehensive universal set of goals and indicators for
2030 that include 17 goals, 169 targets and 230 indicators aimed at improving the quality of life of citizens, socio-eco-
nomic development and environmental sustainability of countries adjusted to the global development of all states.

Formation of an efficient commodity system that meets the requirements of the innovative scenario of economic
development and facilitates its modernization, provides effective distribution for manufacturers (wide geographical
coverage, high capacity, low specific costs of the system) and effective satisfaction of the needs of the population
(physical and price availability of goods, high quality goods and services) is a strategic vector of sustainable devel-
opment.

As a rule, the trade sector is the ultimate link in any production chain, and accordingly the breadth and variety of
channels, as well as the level of their development, depend on the efficiency, volume and speed with which the goods
reach their consumer.

Domination of trade in economic chains, throughout the entire commodity cycle, from their production to the
sale to the end consumer, is largely a legacy of the predominantly market-mediated model of market economy (trade
capitalism) existing in Ukraine at the very beginning of reforms in the first half of the 1990s. This happened as a result
of shock therapy, and the collapse of production led to a total collapse of imports, to a reduction in economic activity
and to the establishment of a buy-sell relationship. Neither the revival of domestic production after the 1998 crisis
(as a result of the multiple devaluation of the hryvnia) began, nor did the transition to increasing active support of the
domestic agricultural producer in the 2000s have been able to reverse the situation.

The key issue in this regard is the fair redistribution of profits between producer and trader, the creation of ver-
tically integrated manufacturing and trading companies and holdings, as well as the channeling of trade profits to

productive investment.
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A market economy is impossible without trade. However, trade is an important, but not a major element of it. Trade
hypertrophy is a sign of an unhealthy economy. In the current conditions, trade is rather a brake on development,
which cannot be ignored by the state bodies responsible for economic policy and economic regulation. However, the
goal should not be to combat commerce, but to use commercially sound capital both in the form of available infra-
structure and financial capital to modernize and expand domestic production.

The situation in the sphere of trade in Ukraine is characterized by positive dynamics. Thus, in January-July 2019,
wholesale and retail trade showed 5.1% growth compared to the same period of 2018 [1].

The major contribution to the positive dynamics of domestic trade was provided by the intensive development of
the retail segment of the market (retail turnover growth accelerated to 10.1% (10.3% for the 6 months of 2019, 5.2%
for the 7 months of 2018, with a positive contribution for the 7 months of 2019 at the level of 3 pp) against the back-
ground of increasing purchasing power of the population in the conditions of further increase of social standards, real
wages and moderate price dynamics in the domestic market [2].

In turn, the downward dynamics of the wholesale trade — a decrease of 4% with a negative contribution to the
overall indicator of trade at 2.8% continues to hamper the development of the industry. As a result of the year, the pos-
itive dynamics of domestic trade is expected to continue, which will be determined to a greater extent by the dynamics
of retail trade, given the impact of increased consumer demand. Wholesale will be characterized by more restrained
dynamics of development.

The mentioned indicators of the dynamics of wholesale and retail domestic trade allow us to identify a number of
factors that stimulate and deter positive dynamics. The stimulating factors include:

- increasing household purchasing power;

- moderate price dynamics in the consumer market;

- increase in the volume of transfers of individuals in foreign currency from outside Ukraine;
- significant increase in household consumer sentiment (CCI);

- increase in the volume of consumer imports of non-food products.

As for the factors of negative impact, the development of wholesale trade is constrained by the low demand from
some industrial producers and the small amount of crediting to the industry.

In January-July 2019 in all regions of Ukraine, positive dynamics of growth of retail trade turnover remained.
Impact of results of work of retail trade enterprises in Donetsk and Lugansk regions for the overall dynamics of the
indicator was at the level of “plus” 0.4% (Table 1).

According to the results of 2019 the upward dynamics of domestic trade is expected, the growth rate of trade out-
put will be higher than the one recorded in the current period. Such dynamics will be shaped by the intensification of
manufacturing activity in manufacturing and construction (wholesale), as well as consumer demand from households
— maintaining a high level of purchasing power (retail). However, it should be noted that the risks to restraining trade
growth remain a decline in the financial capacity of real sector enterprises, due to the deterioration of the external

environment, the intensification of inflation and devaluation trends

TABLE 1
RETAIL TURNOVER (REGIONAL SECTION),% [1].
The highest growth rate The lowest growth rate
Ukrainian 7 Share in | Contributions, Ukrainian 7 Yactkay | Contributions,
region months the % region months CTPYKTYPi %
2019p. structure 2019p. | 7mic.201%p.
7 months.
2019
Vinnytsia 18,0 2,9 0,5 Chernivtsi 0,0 1.4 -0,01
Temnopil 17,0 1.5 0,2 Chernihiv 1,7 1.8 0,03
Cherkassy 16,2 2.5 0,4 Kherson 2.3 2,2 0,04
Odessa 15,0 7.6 1,1 Zakarpattia 24 22 0,05
Kyiv 14,5 7.4 1,0 Poltava 2,5 3,1 0,1

06M35BNIMN I3MEMINId R 3360135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, Ne2, 2019



24 R3IA3M3MN30 Rd MIJNMEIXN ISMEMIN3d - SECTORAL AND REGIONAL ECONOMY

According to the results of the first half of 2019, the foreign trade turnover of goods and services in Ukraine
increased by 6.9% compared to the first half of 2018 and amounted to $ 60.7 billion. The balance of trade in goods
and services turned negative at $ 1.6 billion and deteriorated by $ 641.7 million, relative to the first half of 2018. The
foreign trade balance of goods also made a negative $ 3.7 billion and deteriorated by $ 994.0 million. Exports of goods
and services in the first half of 2019 increased by 5.9% compared to the first half of 2018. Exports of goods increased
by 5.2% [2].

EU countries remain Ukraine’s largest trading partners. The share of these countries in the foreign trade turnover
of goods and services of Ukraine in the first half of 2019 was 42% (Table 2) [3].

TABLE 2
MAIN TRADING PARTNERS OF UKRAINE
Amount Growth / decline rate, Country share
Country export of goods, [ half of 2019 to in total export of goods from
million dollars I half of 2018, in % Ukraine, in %
EU countries 10 2843 105.0 420
Russia 15938 87.3 6,5
China 1 560,0 156,2 6,4
Turkey 1319,0 93,6 54
Egypt 11843 128.1 48
India 10012 80,7 4,1
Belarus 756.4 1140 3,1
USA 5352 104,0 22
Algeria 4015 186.4 1,6
Saudi Arabia 385,5 2224 1,6 |

Foreign trade of goods and services with EU countries for the first half of 2019 increased by 7.1% to $ 25.2 billion.

Exports of goods and services to the EU also increased by 5.4%. Imports of goods and services increased by 8.6%
to $ 13.4 billion.

According to the results of the first half of 2019, the foreign trade turnover of goods and services with the CIS
countries decreased by 2.2% (-259.5 million USD) and amounted to $ 11.3 billion.

The share of these countries in the foreign trade turnover of goods and services of Ukraine in the first half of 2019
was 18.6%.

Exports of goods and services decreased by 2.4%. Imports of goods and services decreased by 2.2%. The balance
of trade in goods and services with these countries turned negative at $ 1.1 billion, that improved by $ 13.8 million,
relative to the first half of 2018.

The main trading partners of Ukraine are also China, the USA and Turkey. According to the results of the first half
of 2019, they account for 9.3%, 4.8% and 4.2% of foreign trade of goods and services, respectively.

Thus, by stimulating quality development of the sector, the state can help create the necessary conditions for the
promotion of goods in different industries, which will positively affect the economy of the country as a whole.

The development of the trade sector and its core business units, and the conduct of trade reforms, play an important
role in achieving sustainable development goals.

Carrying out trade reforms that affect the growth and development of countries, and continue to develop sustaina-
ble and equitable trade relations around the world, plays an important role in achieving sustainable development goals.

Implementation of the Sustainable Development Goals, if supported by state policy, involves the implementation

of the following measures in the sphere of trade:
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- inclusion of trade in national and sectoral development strategies;

- strengthening the multilateral trade system so that it can continue to support comprehensive economic growth,
create new jobs, and contribute to poverty reduction;

- continue reducing trade costs, including through full implementation of the WTO Agreement on Trade Facilita-
tion;

- strengthening trade-related derivative capacity and trade infrastructure in developing and least developed coun-
tries;

- concentration on export and value added diversification;

- the use of flexible rules of origin of goods to increase the application of preferential schemes;

- ensuring overcoming the obstacles to the negative impact of non-tariff regulation on trade development;

- achieving e-commerce accessibility for all participants;

- support for micro, small and medium-sized enterprises to participate in international trade.

Trade facilitation is any form of assistance specifically targeted to increase the trading potential of the beneficiar-
ies. In particular, it aims at removing supply-side barriers such as physical, human and organizational barriers, but may
also address other trade-related development priorities.

Thus, to summarize the information mentioned above, trade facilitation should be pursued in the following areas:

- technical assistance in the field of trade policy and rules, which provides for the development of trading strate-
gies, negotiation of trade agreements and the implementation of their results;

- development of trade-related infrastructure, namely: construction of roads, ports and telecommunications net-
works to connect domestic markets to the world economy;

- support for private sector trading companies in using their comparative advantages and diversifying its exports;

- trade regulation, namely: to assist developing countries to cover the costs of trade liberalization, such as loss of
tariff revenue, reduction of preferences or deterioration of trading conditions.

Table 3, in line with the Sustainable Development Goals, outlines the role and value of trade in securing them.

Given the role and importance of trade in achieving the goals of sustainable development, it seems appropriate to
determine the patterns of management of the functioning of trade enterprises, as its main structural business units. The
basic laws of functioning of trade enterprises in the conditions include:

- the quality, irreversibility and focus of changes that occur in the process of achieving sustainable development
goals. In this way, sustainable development is different from the simple process of functioning, changing or reproduc-
ing. Based on the essence of the quality of objects and phenomena, it is possible to conclude that the process was a
development characterized by a change

The field of trade affects all sustainable development goals. For example, CSD # 2, “Hunger Strike” — trade bar-
riers have led to the fact that only 5% of Africa’s main food products are produced on the continent, which has the
potential to provide food security on its own. Trade can also help to achieve gender equality (CSD # 5) by creating
economic opportunities and innovating (CSD # 9).

in the aggregate of the most important and necessary properties of trading enterprises, which characterize their
integrity and certainty.

The structure of trade enterprises, which characterizes the distribution and interaction in the space of elements,
objects and phenomena, is closely connected with quality. Quantitative changes can lead to changes in quality and
structure. Thus, considering a trading enterprise as a set of interconnected and purposefully combined elements of ma-
terial, technical, economic and social nature, we can conclude that in the course of their development the quantitative
and structural characteristics of the enterprise’s potential will change. As a result, qualitative transformation of the
trade sector will occur under certain conditions:

- cooperation of all kinds of potentials of trade enterprises with the formation of a new correlation of factors and
sources of sustainable development, goals and priorities of vector formation — a new transformational potential led by

financial capital;
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TABLE 3
THE ROLE AND IMPORTANCE OF TRADE IN DELIVERING
SUSTAINABLE DEVELOPMENT GOALS
Sustainable Development Goals Characteristics of the contribution of trade
(C5D)
CSD # 1 Poverty Eradication Effectively planned trade policy initiatives can have a positive impact on

poverty reduction in the world. Open trade can improve living standards by
increasing productivity, increasing competition and providing more choice for
consumers and setting better prices in the market.

CSD # 2 "Hunger Strike" The abolition of subsidies, which are distorting the agricultural markets, will
lead to a fairer market, thereby helping farmers and contributing to food
security.
CSD # 3 "Strong Health and An important amendment to the Agreement on Trade-Related Aspects of
Wellbeing" Intellectual Property Rights facilitates developing countries with a secure legal
path to affordable medicines
CSD # 5 Gender Equality With the development of multilateral trade, job creation and economic growth,

emplovment opportunities for women have increased significantly. New jobs
in the export sectors allow for higher wages, which is important for women in
countries, especially in developing countries.

CSD # 8 "Decent Work and The WTO Aid for Trade Development Initiative can be of great value,
Economic Growth" complementing national efforts to build trade capacity.
CSD # 9 "Industrialization, The dynamic growth of trade is due to increased competition and the transfer
Innovation and Infrastructure” of technology, knowledge and innovation. Open markets are a key segment in

trade and investment activities between developing and developed countries.
Market openness allows the transfer of technologies that result from
industrialization and development.
CSD # 10 “Reducing Social WTO rules reduce the impact of the current level of inequality between
Inequality™ members of the organization by reinforcing the principle of special and
differential treatment for developing countries. This allows for the flexibility
of WTO rules to take into account the limited economic capacity of
developing and least developed countries.
CSD # 14 Conservation of Marine | The WTO plays an important role in supporting global, regional and national
Ecosystems efforts to improve ocean ecosvstems. The fisheries subsidy decision adopted
by WTO members in December 2017 is a step forward in multilateral efforts
to achieve this objective. This task obliges countries to ban subsidies that
promote overproduction and overfishing, as well as eliminate subsidies that
promote illegal and unregulated fishing. This provides for a special and
differentiated regime for developing and least developed countries.
CSD # 17 “Partnership for For the implementation of CSD # 17, countries need to work together to
Sustainable Development™ ensure a universal, rule-based, open, non-discriminatory and fair multilateral
trading system. Exports of goods and services from developing countries
should be increased and the share of exports of least developed countries
doubled, as well as clearing and quota-free access to markets for least
developed countries with transparent and simple rules of origin for exported
goods.

- the presence of a process of emergence and resolution of contradictions as the main source of sustainable devel-
opment. In accordance with the principles of materialistic dialectics, the following contradictions can be attributed: the
contradictions between constantly changing quantity and former quality, old and new, the desire for order and chaos,
the goals of the functioning of the trade sector and the goals of its components, the desire to establish a stable state and
achieve a stable state; processes of functioning and development, functioning and structure. In this case, quantitative
changes are due primarily to contradictions with the external environment, qualitative changes are contradictions
within the enterprise;

- complication of directions of activity of trade enterprises and increase of its internal diversity in case of success-

ful development. If such internal diversity is adequate external, the result of development is an increase in the survival
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property of the enterprise, its ability to resist the destructive effects of the environment. Thus, sustainable development

is a necessary form of functioning of a trade enterprise beyond which it ceases to exist;

- coincidence, uncertainty and nonlinearity of development, which imply the necessity of temporary unstable states
due to the openness and imbalance of the trade enterprise.

In this regard, the process of development is not identical to evolution, because it involves the change of periods of
translational motion, characterized by the preservation of stability, periods of instability. As a result, achieving sustain-
able development is carried out continuously discreetly, through the passage of crisis situations. When the possibility
of adaptive sustainable development (reserve of translational modification) is exhausted, linear movement stops, the
enterprise passes a critical point and enters a state of instability.

The state of instability is a new impetus to the development of the enterprise. In this process, there is a contradic-
tion between the process of sustainable development and functioning: in order to develop, an enterprise must function
and cannot function without developing. In the evolutionary period, the processes of functioning inhibit development,
smoothing fluctuations.

- alternative to the development process. Admitting the accumulation of contradictions in its functioning, the enterprise
passes through a critical point (bifurcation point), where there is a “splitting” of development into many variants, the
realization of which depends on the whole set of factors that determine the state of the enterprise at that point. Under-
standing this mechanism leads to an awareness, on the one hand, of alternatives to sustainable development, and on the
other, to certain programmability of future options, the possibility of their implementation in a certain space-time field
of possible solutions;

- difference of reaction of structure and model of functioning of the enterprise on the processes of development — in the
period of progressive development of the model of functioning more plastic than the structure of the enterprise itself,
but their change, encounters the rigidity of the unchanging structure. At a critical point, the structure, on the contrary,
changes very quickly, and functioning lags behind;

- the relationship of tactical and perspective levels of development. Thus tactical or operational level is connected with
realization of the existing potential of the enterprise, and perspective determines development of the future potential.
These contradictory processes are interrelated, since only the current capacity of the present can ensure the creation of
the potential of the future by reducing consumption in the present;

- stability of the form of future development - in the process of development the possibility of appearance of not any
combination of properties and states of elements forming the enterprise in the future, but only one that forms a certain
stable form (its invariant), which reflects its essence. Only such an option can actually be implemented in the future.

The regularities identified indicate that the following principles should be followed in the process of achieving the
goals of sustainable development:

- the principle of purposefulness. Achieving sustainable development has a specific orientation in accordance with the
set goal, which shapes the motives of trading business units for its support;

- the systematic principle. The functioning and development of trade enterprises should be result-oriented, expressing
the degree of compliance of all quantitative parameters of sustainable development that meet the requirements of the
national economy and reflect the effectiveness of the mechanism for managing this process;

- the principle of obligation. Provides for establishing the responsibility of trading companies for the lack of planning of
their activities in order to ensure the achievement of sustainable development goals;

- the principle of stability. Indicates that the legislation in force has remained in place for a certain period of time in the
process of achieving the goals of sustainable development of trade enterprises;

- the principle of scientific validity. It envisages the establishment of normative parameters for ensuring the goals of
sustainable development, as well as the timing of their achievement on the basis of the real state of technical, techno-
logical, organizational, communication and financial and economic resources;

- the principle of stimulation. Development of trading enterprises is carried out on the basis of anticipatory managerial
influence and prevention of various contradictions that arise inside the enterprise and in its interaction with the external
environment;

- the principle of coordination. It involves the interaction of different levels of development management of a trading
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enterprise (state and enterprise level) with a clear definition of the place and role of each link in its provision to achieve
the goal;

- the principle of uniform and systematic achievement of the sustainable goals. Indicates the need to maintain certain
proportions between the technical, technological, organizational, financial and economic directions of trade enterpris-
es. The presence of versatility and inconsistency in the process of ensuring the achievement of sustainable develop-
ment goals implies the complexity of formulating targets in the functioning of trading enterprises.

The analysis of trade development trends in Ukraine, determination of the role and importance of trade in securing
the achievement of sustainable development goals, scientific substantiation of the laws and principles of functioning
of trade enterprises make it expedient and necessary to develop an integrated trade development strategy.

The Trade Development Strategy presents its further integration into the global economy through three compo-
nents, namely: expansion of trade by increasing access to markets, diversification and formation of an effective insti-
tutional trading environment.

Market access will be enhanced by adopting a free trade policy and enhancing customs co-operation, as well as
integrated trade facilitation to reduce trade costs.

In order to facilitate diversification, it is necessary to create a supportive environment that will mobilize the neces-
sary funding and establish links with global and regional value chains.

The formation of an institutional trading environment entails the strengthening of trade-related institutions through
coordinated sectoral policies, policy-making based on priorities and evidence based, and negotiation. The institutional
environment for trade is essential because it is based on a “sense of commitment” from countries and partners to de-
velop and strengthen engagement with the private sector and civil society.

Conclusions. Trade is an important component in the process of achieving sustainable development goals, which
has become increasingly important. In a market economy, trade is the most widespread area of business activity and
the scope of employment. This industry has a significant weight in the formation of Ukraine’s GDP: in 2018, the share
of GDP created in trade was 15.5% of the country’s GDP. The share of employed population in the industry at the end
of 2018 —21%.

Trade development through more rational and efficient use of resources, increase in production volumes, increase
of income, increase of investments leads to economic, increase of employment of the population, growth; economic
growth, if the country is able to benefit from trade development, which in turn depends on institutional and social
prerequisites both domestically and abroad, leads to greater human capacity, a more equitable distribution of income,
guarantees for future generations to increase their well-being, increase their full participation in the life of society and,
consequently, to sustainable human development. Sustainable human development, ensuring a dignified life, prosper-
ity and partnership, will ensure success in achieving sustainable development goals.

This means that sustainability must be achieved today in the interconnected solution of micro- and macro-envi-
ronment problems.

In recent decades, trade has helped to increase the pace of national economic growth and development and to
provide the population with a wide range of goods and services. Considering the role of trade in the Sustainable De-
velopment Goals, specific trade-related tasks have been set. In addition, the fact that these goals are an integral part
of achieving all the Sustainable Development Goals is a reminder that trade is not an end in itself. Trade and trade
policy should serve as a catalyst for socio-economic and environmentally sustainable development, contributing to the
commitment to create a people-centered economy that is formulated in the 2030 Agenda [8].

Trade policies and trade rules, while complementary to their national and regional strategies, should be develop-
ment-oriented in order to reduce poverty, create jobs and / or provide social protection mechanisms for disadvantaged

populations and promote sustainable development.
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FORMING THE TRANSPARENCY AND
OPENNESS TRENDS IN THE UKRAINIAN
PUBLIC SECTOR

ABSTRACT. The work volume is 10 pages, including 2 figures, 15 sourc-
es. Corruption and the lack of transparency of government are the main prob-
lems in Ukraine for the state’s development. The following research methods
were used in this research: comparative method, analysis of induction and de-
duction methods, system-structural method, method of expert assessments, etc.
This paper examines the main trends in the implementation of transparency and
openness policy in Ukraine. Considered the coherence of «transparency» and
«opennessy» with democratization, implementation of e-government, debureau-
cratization and anti-corruption policy. The main directions of the dynamics of
trends in the implementation of transparency of public authorities are described,
as well as the role of e-government in anti-corruption measures. Identified the
main factors for slowing down the implementation of openness and transparency
policy. Outlined the role of e-government implementation, open data and the im-
portance of e-services and their development in Ukraine. Also, in this research,
we analysed the basis of the implementation of anti-corruption policy in Ukraine
and its consequences for the country. The conclusions are drawn on the essence
of transparency and openness policy, implementation of openness and transpar-
ency policy in Ukraine, main directions of its implementation, as well as threats
and main possibilities for their solution.

Keywords: good governance, e-governance, democratization, transparency,

openness, transparency and openness, corruption, CPI.
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Interaction between the public authorities and the public is a very

F98eobgemos oo 30930: important prerequisite for the considerable reforms and sustainable de-
ogerobo, 2019 velopment in the states. The world lives in an information society, it
79696 60Fg39e00: is a type of society where the possession of information is the driving
085768, 2019 force behind its transformation and development. The Organization for

Economic Cooperation and Development is one of the leading efforts in
JEL Classification J21. R11. promoting and protecting the free flow of information. They believe that
free access to information is a fundamental human right by promoting personal data protection, freedom of expression,
and open government development. Open government is transparent, accessible to all, anywhere, responsive to new
ideas and demands. The interpretation of «openness» and «transparency» is always close to open government, access
to information, democratization and the implementation of e-government.

M. Bauhr believes that openness and transparency are components of the democratic process of public administra-
tion, namely in terms of government openness, transparency and protection of informants [1]. It is also should be not-
ing that the content of openness and transparency is closely linked to publicity. Publicity in research is defined as the
dissemination through the media of the process and results of the work of the authorities. According to O. Tomkina,
the essence of the principle of publicity lies in the openness, transparency, publicity of the organization and activity of
public authorities, local self-government authorities, their officials, accessibility of information about their activities
[2]. Publicity policy implies maximum openness in the public sector, freedom of information that is relevant to the
interpretation of openness and transparency. These principles imply the formation of the simplest possible understand-
ing of the process of governance and decision-making, involving the public in the process of public administration.
Openness and transparency, in a sense, is a complex concept that implies access to public information, the formation
of transparent and open activities through the cooperation and dialogue of public authorities with the public.

N. Grischenko believes that openness and transparency can be called democratic because they contribute to democ-
ratization and that they are the main condition for access to information on the activities of public authorities [3].

It should be emphasized that there is no single interpretation of the concept of «openness» and «transparency», but
in most cases, scientists believe that the concept of «opennessy is broader than the concept of «transparency». Also,
there are two aspects of openness: accessibility and responsiveness. Accessibility means that communication between
public sector entities should be made at all times. An example of this is the development of e-government, the provi-
sion of electronic administrative services, etc. In turn, the concept of «responsive» means promptness, the ability to
be open to new ideas and requirements. The concept of «transparency» means being under public control, developing,
taking decisions and reporting to the public authorities. There are times when the notion of «transparency» is seen as
another aspect of «opennessy.

The principle of openness and transparency ensures the ability to oversee public administrative activities, their

results to comply with existing legal norms. In turn. N. Hudyma differentiates the notions of transparency and open-

06M35BNIMN I3MEMINId R 3360135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, Ne2, 2019



32 R3IA3M3MN30 Rd MIJNMEIXN ISMEMIN3d - SECTORAL AND REGIONAL ECONOMY

ness, considers them as certain principles of functioning of public administration authorities. Transparency is the
establishment of conditions by the government to ensure that citizens and other entities are involved in managerial
decision-making, and openness is a duty to ensure that citizens have free access to public administration [4]. K. Hood
proposes to treat transparency and openness as an opportunity and a direct right for the public to access information
about the activities of public authorities [5].

According to the Principles of the European Administrative Space, the principle of openness and transparency
should be understood as openness as opposed to secrecy, transparency as opposed to discretion, exclusiveness of the
confidential and secret nature of the activities of public authorities, entry into force only after their official publication;
the subject of public administrations to external control, as well as the compulsory justification and justification of the
decision taken by a person whose rights or legitimate interests are affected by its adoption [6].

Access to information is the right of citizens to request and receive information from public authorities. It is often
foreseen by freedom of information legislation. Access to information ensures accountability, together with informed
public participation in decision-making, and therefore forms the basis for the effective functioning of democracy.
The level of openness and transparency of the state is closely linked to anti-corruption activities that are relevant
to Ukraine. Effective counteraction to corruption is impossible without ensuring real transparency and information
openness to the authorities. The activities of government agencies and their officials should be transparent to citizens.
By ensuring the transparency of the activity of the governmental structures, the government solves three extremely
important tasks for itself and the society: restoring citizens’ trust in official power; creates unfavourable preconditions
for further corruption of society; ensures the realization of citizens’ constitutional rights in the information sphere [7].

Transparency of public sector activities minimizes corruption risks and their consequences. An example of trans-
parency in the activities of public sector authorities in Ukraine is the conduct of public procurement on the ProZorro
electronic platform. The official slogan of this reform is: «Everyone sees everything». The advantages of this platform
are that it provides for the eradication and systematic prevention of corruption, transparency of the whole tender pro-
cess, inadmissibility of discrimination of bids, objective evaluation of bids, simplicity, and ease of application of bid-
ding procedures, transition to electronic document flow, full reporting, and analysis of all public records and analysis.
, open decision-making procedures, widespread public involvement, private electronic sites. That is, we can see the
interplay between anti-corruption, e-governance and openness and transparency. With the help of public procurement
in electronic form, we have several advantages: minimization of bureaucracy, transparency of tendering activities,
accessibility for everyone and everywhere, development of e-government, development of transparency and openness
of activity of public bodies. The principle of transparency and openness in anti-corruption activities closely cooperates
with the development of e-governance.

Thus, we can conclude that the policy of openness and transparency is closely related to the concept of good
governance, democratization, and other principles that are factors for democratization — participation, accountability,
efficiency, transparency, rule of law. This is especially true of the principle of transparency, which in turn is inherent
in the principle of openness and transparency — maximum openness in public sector activities. Also, analysing the
concepts of «transparency» and «opennessy, it should be noted that there is no single correct interpretation, but in the
research of scientific works, one can see the regularity that the principle of openness and transparency is formed by
open access to public information, establishing interaction between public authorities and public, the development of
the concept of an open government that these concepts are similar but not identical. Also, openness means access to in-
formation about the activities of public bodies, and transparency, in turn, is the accountability of public sector bodies.
In other words, openness is an opportunity for the public to receive information about the activities of the authorities,
and transparency is the duty of the authorities to provide this information and report on the decisions taken.

The popularization of the Internet in Ukraine and the construction of e-government raise the question of intro-
ducing not only technological components but also the perception of relevant principles and approaches to public

electronic governance in the information society. Information technology has been transformed into a modernized
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platform for public employees who have received a simplified system of contact directly with service users and the

dissemination of large amounts of information to the public. The main purpose and task of promoting electronic public

services are «open democracy», which makes each participant equal, and this system greatly simplifies the process

of obtaining a particular service. As a result, the promotion and implementation of IT in the state system becomes a

simple mechanism for consumers of services and employees who provide these services, and such activity increases

the level of public confidence in the government apparatus of the state, because directly by such methods it is possible
to quickly increase the efficiency and transparency of the activity of the authorities’ power.

There is a tendency in the world for the democratization of society. Democratization is a necessary process for
the prosperity of developed countries. It should be noted that modern Ukrainian society belongs to transients, that
is, those that make the transition from one quality of administration to another. The main component of the political
development of transitional societies today is a democracy. Building a democratic society requires the development of
innovative approaches to the theory of state-building and the formation of a strategy for the democratic development
of a new state [8].

Implementation of the concept of open government is consistent and steadfast adherence to the exercise of state
powers and functions of the following principles:

- the principle of information openness - timely provision of information about the activity of public authorities, access
to which is not specifically restricted by-laws, acts of the president and the government, which is open, public and
authentic, in a format convenient for its search, processing and further use, including in the form of open data;

- the principle of comprehensibility is the presentation of the goals, objectives, plans, and results of the activity of the
executive authorities in a form that ensures the simple and accessible public perception of information about the activ-
ities of the abovementioned authorities;

- the principle of involvement of civil society is to ensure the participation of citizens, public associations and the busi-
ness community in the development and implementation of management decisions to take their opinions and priorities
into account, as well as to create a system of constant information and dialogue;

- the principle of accountability — the disclosure by the authorities of information about their activities, taking into ac-
count the requests and priorities of civil society, enabling citizens, public associations and the business community to
exercise control over the activities of executive authorities [9].

The openness of state power is determined by three main factors. First, it is the quality of the current legal and
regulatory framework, according to which the state apparatus operates. Secondly, it is the existence of effective and
specific mechanisms and procedures for exercising citizens’ access rights to information about the activities of state
power. And thirdly, the level of political culture existing in society, and in particular in the state apparatus. Today,
Ukraine has already developed a fairly extensive legal framework for ensuring openness. However, creating the best
possible legislation will not allow for openness until there are some changes in the mass consciousness. The peculiar-
ity of the society of transition during the implementation of democratic transformations is the updating of information
processes, involvement in the active participation of the general population in the process of state formation [10].

One of the factors of democratization is the implementation of the principle of transparency and openness in the
public sector. In modern society, this phenomenon is receiving a lot of attention, because it is perhaps the main factor
in the development of increasing people’s confidence in the authorities. Government interaction with citizens can
also be seen as a necessity to secure a democratic society. The importance of citizen participation in government ac-
tivities can be emphasized by analysing the United Nations Development Program, which includes such elements as
participation, strategic vision, rule of law, transparency, accountability, consensus-building, ensuring impersonality,
efficiency, and effectiveness, accountability [11].

It emphasizes not only the process of participation itself but also transparency. The process of participation is
understood as the fact that all citizens have the right to vote when making decisions directly or through representa-
tive structures that represent their interests. This element is closely linked to the process of decentralization, which
involves public hearings, implementation of participatory budgets, etc. Transparency, in turn, is understood as the
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process in which information must be made publicly available. Again, the importance of access to information for the
development of the state is emphasized.

Participation budget is a democratic process aimed at establishing participatory budgeting aimed at establishing a
systematic dialogue between local self-government bodies and the public, as well as increasing the level of involve-
ment of the residents of the territorial community in the decision-making process for the development of the territory,
solving urgent problems of the vital activity of the territorial community.

Democracy depends on the ability of people to participate in public debate. To do this, they must have access to
reliable information and the ability to control the political process at different stages. The principles of openness and
transparency are closely linked to the fundamental right of the individual to receive information and hold public au-
thorities accountable for their actions. When Kallas, Vice-President of the European Commission, launched the Euro-
pean Transparency Initiative in 2001, he emphasized that «information sharing is a well-tried and trusted tool that can
restore public confidence in the ability of public authorities to effectively and efficiently govern their country» [12].

At the present stage, one of the main means of ensuring transparency of government activity is the use of infor-
mation and communication technologies, related to it increase the level of informatization of the society, access to
the resources created by the authorities, availability of technical possibilities for their use. As the functioning of the
electronic information resources of the authorities is a prerequisite for the development of e-government (or e-de-
mocracy) related to the formation of the information society, it should be emphasized that even with the use of these
information resources in Ukraine there is a one-sided connection, access to all is not available. documents that may
be of interest to the public. Against the backdrop of unresolved issues of transparency and efficiency of the activity
of public authorities, a gradual decline in confidence in political institutions in Ukraine is noticeable, the low level of
which corresponds to the trends in the majority of post-socialist countries. To some extent, this particularity is caused
by the economic situation and the inability of most governments to quickly overcome the effects of the global econom-
ic crisis, and political parties to form the authorities that can solve the overwhelming majority of related issues. In this
way, political confidence in uncertainty is linked to the public expectations of certain decisions by the authorities. At
the same time, the democratic development of political development, including the signs of minimizing the level of
corruption in society, creating conditions for transparency and openness of functioning of public authorities, enabling
citizens to participate in the decision-making process in the sphere of public policy, will help to increase the level of
trust in political institutions, public interest.

Therefore the development of open government gives impetus to the development of democracy, the harmonious
interaction of citizens with the authorities and other positive processes for society. Particular attention should be paid
to the development of openness of the authorities to access to information, which in turn enables the further develop-
ment of e-governance, e-democracy, the involvement of citizens in interaction with the authorities. The importance of
implementing the principle of openness and transparency can hardly be overestimated, since due to transparency, there
is a significant reduction in the level of corruption, development, and simplification of communication between public
authorities, increasing public confidence in public authorities, etc. The development of e-democracy is important for
e-democracy. citizen involvement through e-democracy tools can reach all citizens of the country, it all depends on the
willingness, the ability to use technology Al and availability of skills. At the moment, the principle of public partici-
pation in public sector activities is being promoted, linked to the development of the implementation of the principle
of openness and transparency.

The purpose of the implementation of e-government in Ukraine is to develop democracy to achieve european
standards of quality of electronic public services, openness and transparency of power for the individual and the citi-
zen, public organizations, business. Such activities contribute to improving the quality and accessibility of public ser-
vices for each individual and citizen, simplifying various procedures and reducing administrative costs, and improving
the quality of administrative and administrative processes. It should also be emphasized that this will also be one of

the factors for improving the control over the performance of public authorities and local self-government, ensuring
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openness of information on the activity of public authorities and local self-government, as well as widening access to
it and enabling participation of citizens and civic institutions. society in the process of preparation and examination of
draft decisions that are made at all levels of government. Therefore, strategic goals should be identified for improving
public electronic services that relate to society and the development of the state. Such activity provides access to all
kinds of open information, which is of some importance, and also engages citizens in public affairs.

Government has the following basic functions concerning eGovernment:

- improving the quality and access to public services for citizens;

- simplifying procedures and reducing administrative costs;

- improving the quality of administrative and administrative processes, ensuring control over the performance of exec-
utive bodies while ensuring an adequate level of information security;

- ensuring openness of information on the activity of executive bodies;

- increasing access to it and enabling direct participation of citizens and civil society institutions in the process of prepa-
ration and examination of draft decisions taken at all levels of public administration, permitting, registration, legaliza-
tion of documents, nostrification and verification;

- recognition of a certain status, rights of a person.

That is, the main role of electronic public services in the public sector is to simplify and automate the cooperation
of state and municipal authorities with consumers of services, as well as reduce bureaucracy in the state system, opti-
mize all activity processes, maximize transparency of activities and minimize time to receive the service.

In the book «Administrategy. Your Successful Career in Public Administration» A. Pivovarsky [13] notes the
importance of moving from a traditional management system to a new one, where e-government is a key factor in
the productivity of public authorities. Thus, in the traditional bureaucratic process, the process itself is too slow for
modern society, it consists of many stages where the organization does not meet the current standard level. The current
system of activity of public authorities should be more mobile. In March 2015, the Ministry of Infrastructure started
to introduce electronic document flow to speed up the reconciliation process. This clearly showed the distinction be-
tween «old» and «new» civil servants. In this way, the process of electronic document flow enables to accelerate the
process of providing services and its activities as a whole, making the process more transparent.

Priority areas are the modernization of public services and management for citizens, business and government. The
modernization of public direct services is aimed at the promotion of electronic services, the development of electronic
identification, the promotion of electronic participation of citizens, the development of open data. The development
of e-governance is not possible without a competent basic IT infrastructure and efficient management of all available
resources in the field. Openness and transparency in public sector activities are interlinked with open data provided
by local governments and public authorities. Open government and municipal data is an inexhaustible resource of
information, the analysis of which helps to make effective and informed decisions to public authorities, local, public,
private and private organizations. In other words, open data increases public participation in the public sector, increas-
es transparency and accountability in the activities of local governments, promotes more efficient use of resources, im-
proves the quality of service delivery, promotes innovative business development and creates socially useful services.

The peculiarity of open data development is that it is directly transparent work of public sector bodies and an
opportunity for the mass media, business, and the public to use data to improve efficiency, quality of work. Openness
and transparency are important components of building public confidence in the government, public accountability
of the public authorities to the population, which is necessary for the functioning of democracy and a market econo-
my. Measures aimed at promoting government transparency, expanding opportunities for the public, developing the
potential of new technologies, combating corruption, and integrity in public procurement. Publication of open data in
the field of public procurement has led to a reduction in the level of corruption and increased cost savings in the pub-
lic sector by increasing the number of tenderers who have started tendering. In other words, open data in the field of
public procurement made it possible to attract more participants, which in turn led to increased competition and lower

prices. Open data has already raised more than $ 700 million for the Ukrainian economy.
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It should also be noted that in modern conditions, society is increasingly evolving in the direction of information
technology, which emphasizes the relevance of transparency of government activity and the accessibility of the public
to control its activities. In the modern age of the Internet, the development of e-government cannot be ignored, as it
promotes transparency in the activities of public authorities. The development of e-government facilitates public dia-
logue with the public sector, the performance of public authorities more quickly, by reducing red tape, simplifying the
provision of information to citizens at their request, and allowing citizens to influence government decisions.

The implementation of the system of the principle of openness and transparency can be clearly traced in the fol-
lowing directions: open government, good governance, development of effective methods of combating corruption,
implementation of the Supreme Anti-corruption Court, development of e-governance and e-democracy, and promot-
ing the development of anti-corruption anti-corruption cooperation population to the public sector and citizen partic-
ipation in its activities.

The debureaucratization of public sector processes is an important factor in building a prosperous society. Debu-
reaucracy is a complex of measures of democratic power, political parties, public organizations, public movements
aimed at easing bureaucracy. Bureaucratism is an integral feature of state-corporate capitalism and other economic
systems of which the state is a party, and can be amplified in the process of obtaining the economy, so bureaucrati-
zation cannot be complete. The basic means of debureaucratization of the reduction of the state apparatus, freedom
of access to socio-economic information, raising the level of education and culture of the population, use of modern
achievements of science and technology for complex automation of the management process, strengthening the fea-
tures of the rule of law, strengthening the role of public organizations in society, strict control over implementation the
state budget, democratic elections to higher authorities, conducting competent paperwork, etc [14].

That is mean, that digitalization of society becomes one of the main factors in reducing the level of bureaucracy,
the level of corruption in the public sector, and is characterized by an increase in the level of trust in public authorities
through the implementation of a policy of transparency and openness. Thus, strategic objectives should be identified
for improving e-governance that is relevant to society and the development of the state. The implementation of e-gov-
ernment is the basis for the bureaucracy process. Such activity provides access to all kinds of open information, which
is of some importance, and also engages citizens in public affairs. An interesting example is the consideration of peti-
tions and their signatures in electronic form, which directly affects the level of public confidence in public authorities.

The main aspects of e-governance de-bureaucratization are shown in Fig. 1.

That is, e-government has the following basic functions: improving the quality and access to public services for
citizens; simplifying procedures and reducing administrative costs; improving the quality of administrative and ad-
ministrative processes, ensuring control over the performance of executive bodies while ensuring an adequate level of
information security; ensuring openness of information on the activity of executive authorities, broadening access to it
and enabling direct participation of citizens and civil society institutions in the processes of preparation and examina-
tion of draft decisions taken at all levels of public administration, permitting, registration, legalization of documents,
nostrification and verification, recognition of a certain status, rights of a person.

Anti-corruption measures are essential to the success of any country. The implementation of the principle of
openness and transparency in the conduct of its activities by public authorities is one of the factors to overcome this
problem. Corruption is dangerous because of its consequences, it covers illegal activities that are hiding and usually
manifest only as a result of scandals or investigations that have already taken place. That is, it is quite difficult to give
a qualitative and accurate assessment of the level of corruption in the countries, since a large number of corruption
crimes may still be hidden and undisclosed. Relying on official data alone, it is difficult to make an objective assess-
ment, since official data is first and foremost the quality of the judicial system and the media in the area of corruption
investigations, rather than completely real data. Therefore, Transparency International considers the most reliable
and objective way to measure the level of corruption perceptions by various professionals in various areas relevant to

corruption risks and able to give expert judgment to the Government on its anti-corruption activities. The Corruption
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Perceptions Index aggregates data from various sources that provide information on perceptions of corruption in the
public sector in different countries by business and country experts.
FIG. 1.
THE MAIN ASPECTS OF E-GOVERNANCE DE-BUREAUCRATIZATION
(DEVELOPED BY THE AUTHORS)

Reducing time
to perform

The growth of
confidence in Accessibility
the public sector

Reducing the
level of Simplicity
corruption
Accountability Process
to the public transparency

For 5 years, Ukraine has risen in the Corruption Perceptions Index gained 7 points more in 2018 than in 2013. We
can see the regularity of the fact that in Ukraine, usually by 1 point, every year, but according to the survey in 2015-
2017, it received 2 points. Such positive dynamics are driven by the advancement of anti-corruption reform, as well
as the development of transparency and openness of the public sector [15].

The main problems for implementing a policy of transparency and openness in the area of corruption are shown
in Fig. 2.

Nevertheless, Ukraine has managed to improve its performance due to the positive results of anti-corruption activ-
ities in the areas of gas market reform, public procurement, party financing, as well as the development of e-govern-
ment, the work of new anti-corruption authorities, and deregulation.

The transparency and openness policy is extremely relevant for the implementation of development policy for
Ukraine. Openness - means access to information about the activities of public bodies, and transparency, in turn, is
the accountability of public sector bodies. The principle of transparency and openness is formed through open access
to public information, establishing interaction between public authorities and the public. Good governance principles
operate in a comprehensive system, so the principle of transparency and openness is interlinked with other principles,
with particular emphasis on the principles of transparency, rule of law, accountability, efficiency, and participation.
The principle of publicity is as similar in nature to transparency and openness as possible - maximum openness in the
activities of public authorities. The transparency and openness policy is closely linked to the human right to receive
information and hold public sector bodies accountable for their actions. The development of openness of government
gives impetus to the development of democracy, effective interaction of citizens with the authorities and other positive
processes for the society. At the moment, the principle of public participation in public sector activities is being pro-

moted, linked to the development of the implementation of the principle of openness and transparency.
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FIG. 2.
THE MAIN PROBLEMS FOR IMPLEMENTING A POLICY OF TRANSPARENCY AND OPENNESS IN
THE AREA OF CORRUPTION (DEVELOPED BY THE AUTHORS)
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In conclusion, implementing a policy of transparency and openness shapes a system that consists of democra-
tization, shaping actions by the concept of good governance and leading to greater transparency and openness of
government through the development of e-democracy and public participation in the processes of e-governance and
reduction of governance. E-governance is one of the main and most effective ways to implement a system of transpar-
ency and openness in the public sector. That is, the implementation of the principle of transparency and openness in
public sector activity depends, in my opinion, in two main areas: anti-corruption policy and e-governance. Without the
successful implementation of anti-corruption policies and the fight against corruption, the principle of openness and
transparency, as well as other principles that cannot be fully implemented, can be implemented. That is, the problem
of corruption is a major factor in slowing down the implementation of the principle of openness and transparency.
In turn, e-government and the country’s development in this area, on the contrary, make it possible to accelerate the
processes in the state, as well as to realize the openness and transparency of power in full and in all spheres of pub-

lic-sector activity.
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SECURITY POLICY OF UKRAINE

ABSTRACT. The purpose of the article is to identify the causes and fac-
tors that influence the changes in the content and orientation of Ukraine’s foreign
policy during the period of independence and the background to understanding
the role and prospects of participation in these processes in the USA, EU mem-
ber states and Russia. The novelty and value of the material presented is to estab-
lish a tight link between the effectiveness of introducing systemic socio-political
and economic reforms in the country, the qualitative and timely implementation
of the international commitments undertaken and the progress made on the path
to European and Euro-Atlantic integration.

Considerable attention is paid to the differences in ideological orientations,
foreign policy priorities of representatives of different country regions, the dis-
persion of the national political and business elites, and the lack of formation
of civil society. The problem of the interconnection of the foreign and security
policy of Ukraine has also found its place.

In writing the article, the historical and comparative methods, content anal-
ysis of the legislative and regulatory framework of Ukraine, as well as methods
of abstraction and generalization were widely used.

The results of the study revealed: the significant electoral heterogeneity of
the presidential and parliamentary elections which directly influenced the for-
eign policy orientations of the country; unstructured party system, lack of ideo-
logical basis; unsystematic and delayed implementation of urgent reforms in all
spheres of public life which has affected the content and dynamics of European
and European integration processes; the powerful influence of the oligarchs on
the formation of Ukraine’s foreign policy through parliamentary factions and
mass media

As a conclusion: Russia’s aggressive imperial policy contributed to the con-
solidation of Ukrainian society, the formation of a national identity and con-
sciousness and made Ukraine’s strategic course of integration into the EU and
NATO irreversible.

Key words: foreign policy, security policy, USA, EU, NATO, CIS, Russia,

European integration
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Problem definition. The path of Ukraine to independence was accompanied by the overestimated expectations of
citizens regarding the future pace of socio-economic development, the role and place of the state in the architecture
of the international system. In the vote of the All-Ukrainian referendum on the matter of Ukraine’s independence on
December 01, 1991, 31 million 891.7 thousand citizens participated, i.e. 84.2% of the total number included in the
lists. Of these, 28 million 804.1 thousand citizens, or 90.3%, answered “Yes, I confirm” to the question of the bulletin.
A positive response was given by the population of all regions of Ukraine, regardless of nationality [1].

However, significant economic ties, first of all with Russia, high energy dependence on it, outdated industrial
capacities and infrastructure, uncertainty of the foreign policy vector of development, a significant traditional depend-
ence of the political and business elite, and representatives of the security structures from Moscow were not taken
into account.

Such uncertainty as to strategic external targets was quite obvious, since Ukraine has long been deprived of its
own statehood and is on the verge of two major geopolitical projects — European and Eurasian ones. Thedifference in
ideological landmarks, foreign policy priorities of representatives of different regions of the country was also signifi-
cantly marked out. The inhabitants of the central, eastern and southern regions which for a long time were the part of
the Russian Empire and the USSR were focused on continuing cooperation with the former Soviet Republics while
the citizens of the western regions which for centuries were incorporated into the Commonwealth, Austrian (Austria
Hungarian Empire and Poland tended to Central European countries.

Weshould add to this a nuanced assessment of the prospects of Ukraine’s independence gaining from the leaders
of the key countries of the world (US, UK, France, Germany, etc.), skeptic attitude to the processes of state building
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a significant part of the influential Russian elite, dispersion in the assessment of national interests and priorities of
Ukrainian politicians and businessmen.

Analysis of recent research and publications. The content and prospects of Ukraine’s foreign policy develop-
ment were investigated and implemented by K. Gryshchenko, A. Zlenko, P. Klimkin, L. Kuchma, V. Ohryzko, P. Poro-
shenko, B. Tarasyuk, G. Udovenko, O. Chalyi, V. Yushchenko, A. Aslund, T. Kuzio. The foreign policy of Ukraine in
the context of global and regional security was considered by S. Korsunsky, M. Kulinich, G. Rudenko. The influence
of the oligarchs on Ukraine’s foreign policy was analysed by N. Abrams, C. Bolton, J. Duval, M. Fish, J. Indik and
others. It should be also noted that the activities and publications of the Foreign Policy Council “Ukrainian Prism” as
a powerful network analytical centre in the field of foreign policy and international security, as well as the Ukrainian
Centre for Economic and Political Studies named after OlexanderRazumkov.

Identification of previously unsettled parts of the general problem. Despite the significant factual material,
the causes and drivers of changes in the content and orientation of Ukraine’s foreign policy remain unexplained and
structured.

Purpose of the paper. The main purpose of the paper is to elucidate the causes of changes in Ukraine’s foreign
policy priorities, the role of these processes in the United States, the EU and Russia.

Introduction of the main material. The issue of Ukraine’s independence, its future role and place in Europe
and in the world became actual only in the late 1980’s, in connection with the socio-economic crisis, the decline of
the communist party system, the deployment of national democratic processes, the formation of the People’s Move-
ment of Ukraine, national-cultural revival [2]. However, not all Western leaders welcomed this idea. In particular,
on August 01, 1991, US President, George W. Bush, arrived in Ukraine on an official visit. During a speech in the
VerkhovnaRada of the Ukrainian SSR, he warned against the separation of Ukraine from the Soviet Union and called
the Ukrainians’ desire for independence “suicidal nationalism.” This speech came in the history under the name of
“Chicken Kiev speech”. The position of the Prime Minister of Great Britain, M. Tatcher, regarding the position the
independence of Ukraine was controversial. However, on August 24, 1991, at the session of the VerkhovnaRada of
the Ukrainian SSR, the independence of Ukraine was proclaimed. The Resolution stated that from this moment only
its Constitution, laws, regulations of the Government and other acts of the legislation of the republic were in force on
the territory of Ukraine, as well as the holding of an all-Ukrainian referendum and the election of the President of the
country on December 1, 1991 [3].

After gaining independence, Ukraine quickly established bilateral relations with many countries in the world, al-
though in Europe this process was rather slow. The first countries that recognized Ukraine as an independent state were
Poland and Canada (December 02, 1991. Hungary joined the following day, on December 04 it as Lithuania, Latvia,
December 05 — Russia, Bulgaria, Slovenia. It should be noted that almost until mid-December the recognition took
place predominantly from former countries of the socialist camp or post-Soviet republics. [4] However, for almost one
month (December 1991), 74 states recognized the independence of Ukraine.

The foreign policy of Ukraine began to form under the tangible influence of two external factors. The impact of the
EU (to a lesser extent NATO) was carried out through the so-called “soft power” (engagement, positive examples, fi-
nancial assistance, capacity building, etc.). Russia used mainly “hard power” (negative pressure and coercion, mainly
due to unequal energy and trade interdependence) [5]. Thus, Ukraine’s foreign policy guidelines from the outset saw
two main directions: a pro-Western policy, with the prospect of membership in European and Euro-Atlantic alliances
with appropriate economic agreements and the so-called multi-vector policy aimed at maintaining a balance between
the West and the East.

The first president of Ukraine, L. Kravchuk (1991-1994), was strategically oriented to the West and saw the future
of Ukraine as a member of the EU and NATO. The European choice of Ukraine has become a top priority since the
adoption of the Resolution of the VerkhovnaRada of Ukraine “On the Main Directions of Foreign Policy of Ukraine”
of July 02, 1993 [6]. In section 3.2. it is noted that the foreign policy efforts of Ukraine should be constantly aimed at
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the development of European regional cooperation in all spheres with the aim of strengthening its state independence
and effectively ensuring national interests. Ukraine will increase its participation in the North Atlantic Cooperation
Council and the North Atlantic Assembly. Ukraine will promote the development of trends in the gradual transfor-
mation of these institutions into elements of a new system of pan-European security in conjunction with the Helsinki
process. Ukraine will strive to become a full member of the Council of Europe in the near future and a party to the
most important multilateral conventions developed under the auspices of this authoritative and influential international
regional institution.

However, in subsection 3.1.a it was argued that in connection with the peculiarities of historical development and
the specifics of the geopolitical and geo-economic situation of Ukraine, the dominant bilateral relations with the bor-
der states are Ukrainian-Russian relations. For Ukraine, they are the relations of a special partnership because their
nature will largely depend on the fate of progressive democratic development of both Ukraine and the Russian Fed-
eration, stability in Europe and throughout the world. It is no accident that on December 08, 1991, the Highest-Level
Leaders of the Russian Federation, Ukraine and the Republic of Belarus signed the Agreement on the Establishment
of the Commonwealth of Independent States which for Ukraine came into force by Decree of the VerkhovnaRada of
Ukraine on December 10, 1991.

Ultimately, the priority choice of European integration, first of all, was conditioned by contextual factors. In the
early 1990’s it was not entirely clear whether Russia would finally accept Ukraine’s independence. This period was
also characterized by intense discussions about the territories, especially the role and place of Sevastopol as the base
of the Black Sea Fleet of the Russian Federation.

As long as in 1992, Kyiv joined the North Atlantic Cooperation Council (since May 1997 - the Euro-Atlantic Part-
nership Council). The next signing step was the signing at NATO’s Madrid Summit in July, 1997 of the Charter on a
Distinctive Partnership the North Atlantic Treaty Organization and Ukraine [7]. It contained political commitments
of the parties at the highest level, deepened the dialogue between Ukraine and the Allies on a wide range of security
issues which facilitated the establishment of a consultative body — theNATO-Ukraine Commission.

However, one of the key aspects of the formation of Ukraine’s foreign policy in the conditions of independence
and implementation of the strategy of subjectivity in international relations was a course on nuclear-free status. It was
it that was supposed to strengthen the international situation of Ukraine. Atthe time of independence, in the territory
of Ukraine, there were 222 units of deployed means of strategic offensive weapons, including 130 intercontinental
ballistic missiles (ICBMs) PC-18 (SS-19), 46 intercontinental ballistic missiles PC-22 (SS-24), 46 heavy bombers
equipped with long-range airborne cruise missiles. In the opinion of Foreign Minister of that time, A. Zlenko, the
nuclear disarmament depended not only on Ukraine’s national security, but also on the ability of our state to take
a place among the civilized powers of the world and to participate in integrational associations. The situation was
complicated by the fact that, despite the advantageous geopolitical situation, Ukraine, after the collapse of the USSR,
remained terra incognita for the international community, Kyiv had no reliable partners, and the diplomatic struggle
for asserting its independence was only beginning. The young independent state was vital for economic and political
support for reforms [8, pp. 323-325].

As aresult of the difficult negotiation process, Ukraine was faced with a choice between preserving nuclear poten-
tial and the actual isolation from the West which in the context of aggravation of relations with Russia could lead to
loss of economic independence [9]. The stiff position of Moscow and the impatience of Western countries led to the
exchange of ratifications on the START-1 Treaty on December 05, 1994 during the Budapest Summit of the OSCE.
This meant that the document came into force and its practical implementation by the parties began. In this document,
the four nuclear powers acted as guarantors of the national security, territorial integrity and sovereignty of Ukraine,

undertook to refrain from economic pressure aimed at subjugating their own interests to Ukraine’s enjoyment of the
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rights inherent in its sovereignty and thereby gaining any benefits. Moreover, the United States, the Russian Federa-
tion, and the United Kingdom undertook to seek immediate action by the Security Council if Ukraine would be the
victim of an act of aggression.

Today, sometimes there are again the discussions about the possibility of Ukraine retaining nuclear status at that
time. We believe that taking into account the centralized system of management of the USSR nuclear forces, as well
as the complexity of carrying out preventive and regulatory work of rocket and nuclear equipment, the pressure from
many international organizations, leading non-governmental organizations and developed countries, this, from the
perspective of today, seems fundamentally impossible.

The two terms of President L. Kuchma were characterized by pro-Russian rhetoric and the development of mul-
tivectorness. This term was included in political, scientific and media discourses during its first cadence (1994-1999).
But in the second term of cadence L. Kuchma’s foreign policy became more pro-Western [10].

A lot of scientific works have been written on this topic. So, E. Gnedin speaks of a great strategic “trade” between
Ukraine, the EU and Russia. Such external pressure forced Ukraine to be doomed to manoeuvring between major
world players [11]. Other experts, such as A. Dimitrova and R. Dragneva, talk about the competition between the EU
and Russia where Ukraine is one of the main prizes today [12]. There is a large array of literature where analysis of
the interests of big business is exposed. In particular, in the 1990’s, owing to opaque privatization, major industrial
capacities were concentrated in the hands of several influential business groups. Under these conditions, heavy indus-
try relied on state subsidies, since market prices for energy made it uncompetitive [13, p.449]. Thus, a high energy
dependence on Russia has been established. That way, it supported the multi-vector foreign policy.

However, over time, Ukraine’s course on European and Euro-Atlantic integration has become stronger. Therefore,
there are factual evidence. Ukraine became the first among the CIS countries which in June 1994 signed the Part-
nership and Cooperation Agreement. However, we should look more closely at the reaction of the opposite side: it
took more than four years for the parliaments of the EU member states to ratify it. And this is despite the fact that L.
Kuchma relied on the electoral support of the eastern and southern regions of Ukraine that were traditionally skeptical
about the country’s membership in the EU and NATO [14].

We support the conclusion of K. Shyrokykh that the finding of equilibrium in relations with Russia was seen as
a critical condition for full European integration. During the 1990’s, Ukraine prevented an open confrontation with
Russia. However, in the scientific literature, it is sometimes considered that multi-vector can be deemed a constant of
Ukrainian foreign policy, while it is mainly the tools of presidents L. Kuchma and V. Yanukovych [15].

It would seem that manoeuvring on a multi-vector has ended well. This concerns the signing on May 31, 1997 of
the Treaty on Friendship, Cooperation and Partnership between Ukraine and the Russian Federation which was rat-
ified by the Law of Ukraine of January 14, 1998 [16]. One of the most important provisions of the treaty is the legal
recognition by the parties of the territorial integrity of each other and the inviolability of the borders between the two
sovereign countries. The VerkhovnaRada of Ukraine ratified the treaty on January 14, 1998, the lower chamber of the
parliament of the Russian Federation — theState Duma on December 25, 1998, and the upper chamber of the Russian
parliament - the Federation Council on February 17, 1999. Russia delayed ratifying this fundamental document of
bilateral relations, until the Ukrainian Parliament did not agree to ratify the agreements on the military base of the
Black Sea Fleet of the Russian Federation in the Autonomous Republic of Crimea which opened the way for the entry
into force of the Great Treaty.

Among the pressing issues were the following ones: the demarcation of the state border of Ukraine, that is, its
delineation with the Russian territory; the distribution of the Soviet heritage, in particular foreign ownership, which
Ukrainian people have a legitimate right to; the protection of the rights of own citizens in the territory of another state;
the peacekeeping activities, in particular in Georgia and Transnistria; the competition in the field of scientific and
technological developments of military-industrial complex (the struggle for markets of third countries, technology,

industrial espionage from Russia, etc.). A number of problems in the field of culture and education can be added to this
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list: the persecution of Ukrainian media in Russia, the closure of Ukrainian-language publications, libraries, the de-
struction of all Ukrainian versus the development of the Russian-speaking and all Russian in Ukraine, etc. [17, p. 15].

At the same time, in 1998 the “Strategy of Integration of Ukraine into the European Union” was adopted [18].
Its content was then further elaborated in April 2000. It provided for adaptation of Ukrainian legislation to European
standards, protection of human rights, economic integration and trade development, Ukraine’s integration into Eu-
ropean security, political consolidation and strengthening of democracy, adaptation of social policy to EU standards,
cultural , educational, scientific and technological integration, regional, sectoral integration and cooperation in the
protection of the environment. Therefore, the analysis of legislative documents and practical measures allows to assert
that, despite multi-vector policy, European integration remained a priority.

At the same time, prospects for Ukraine’s membership in the EU and NATO were complex. This was largely due
to the slow progress of domestic reforms. It concerned not only the obligations of the ruling class in the realization of
fundamental values — democracy, the rule of law, respect for human rights and freedoms. The inconsistency of eco-
nomic reforms also raised doubts about the ability to build a well-functioning market economy. This concerned the
price and trade liberalization, entry barriers, property rights, relevant laws and transparency of contractual obligations,
and the activity of courts.

Ukraine has constantly underestimated the need to implement the provisions of the Partnership and Cooperation
Agreement (PCA), and repeatedly violated its international obligations [19, p. 12]. As D. Sherr rightly pointed out,
Ukrainian political leaders sometimes act as if they can achieve integration by declarations or mere affiliation and
participation in international organizations and political clubs, instead of carrying out concrete structural changes [20,
p- 12].

In spring of 2003, the gap between the desire for integration and the implementation of commitments became par-
ticularly apparent. The benefits of European integration have not yet been lost to the political elite, but it was not able
or unwilling to implement the relevant reforms. This modus of integration which, in addition to external declarations,
is not transferred into internal reforms, K. Volzuk, in our opinion, very successfully named “declarative Europeaniza-
tion” [21, pp. 2-3].

So, the question why there is such a discrepancy between westernization of foreign policy with failures and gross
miscalculations in the implementation of internal reforms arises. In our opinion, until recently, the key driving force
behind reforms remains the Ukrainian elite (political and business, which in fact form a syncretic whole). The society
is in a state of separation for a long time, the vast majority of citizens are in a state of poverty and neutral (or indiffer-
ent) to the orientation of foreign policy and does not exercise appropriate pressure on political forces and authorities.

Back in 2002, according to large-scale sociological surveys, Ukrainian society was mostly ambivalent to foreign
policy orientation, including European integration. At first glance, the population seems to be deeply divided about
this issue. Most opinion polls at the beginning of the XXI century showed that one third of the population approved
the pro-European orientation, while approximately the same share supported the reintegration with Russia or the CIS.
The EU, of course, is attracted to the western regions, while eastern and southern regions are set to cooperate with
Russia. At the same time, when it comes solely to European integration, 57% support EU membership (16.2% against
and 26,2% have not found their position). In Western Ukraine, three quarters of the population favourthe membership
and only 9.6% oppose it. In southern regions, less than half of respondents approve integration (47% are “for” and
23.5% are “against”) [22].

Unlike ordinary citizens, the elite is much more united around integration into the EU. But it is also divided into
motivations and the search for closer ties with Europe. For the “party of power” is a declarative resource for the uti-
lization of domestic and foreign policy. But reforms, as a precondition for integration, encounter group and personal
interests that do not encourage reforms. Institutional configuration allows the ex-nomenclature to control all important
authorities. This contrasted very much with the profound transformations of other countries of Central and Eastern
Europe which set on the path of internationalization of European values and political paradigms at the internal level. In
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1998, Central European countries began a rapid move to EU membership ‘Luxembourg Six’ (Poland, Hungary, Czech
Republic, Estonia, Cyprus, Slovenia).

It should also be emphasized that some other internal factors have a significant influence on the foreign policy of
the country in addition to rapid and radical socio-economic reforms. In particular, it is regional heterogeneity. It should
be added that, for a long time, it has caused sharp political competition within the country which ultimately affects for-
eign policy. In spring 2006, at the time of the pro-Western President Viktor Yushchenko, after the regular elections to
the VerkhovnaRada of Ukraine, the pro-Russian Party of Regions gained 32.14%, YuliaTymoshenko Bloc —22.29%,
Our Ukraine — 13.99%, and Viktor Yanukovych was again assigned as the Prime Minister for 1.5 years which greatly
strengthened his position in the upcoming presidential election in 2010, against the backdrop of the failures of the then
acting authorities.

It is worth noting that the post-Soviet countries were characterized by some common features: a significant number
of elites and the dominance of the executive (presidential) vertical power over all others. The communist elite retained
its power, although it withdrew from the communist ideology and membership in the CPSU. At the same time, the
CPU was the largest party in the country (with the exception of the ban in 1992-1993) until 1998, and attracted wide
circles of voters. Democratic opposition was too weak to seize power. However, opposition and the authorities some-
times spoke together. This was the case when the threats to the territorial integrity of Ukraine, such as the separatist
movement in the Crimea and the failure to recognize the borders of Ukraine, as well as the strengthening of the sense
of national identity through symbols, language and historical memories, became worse. The threat of the red-back to
power of anti-state, hard Communists who questioned the very legitimacy of the Ukrainian state, pushed democratic
opposition into the arms of the ex-nomenklatura [23, p. 174].

In February 2010, Viktor Yanukovych came to the slogans to return to stability and order. In September of the
same year, the Constitutional Court of Ukraine annulled the constitutional reform of December 2004 and reinstated
the Presidential Constitution in 1996. The new law on the Cabinet of Ministers of Ukraine further strengthened the
presidential power which began to control all the security chiefs and their appointment.

The experts believe that during the incomplete cadence of Viktor Yanukovych there was a strong russification of
Ukraine’s foreign and security policy. The repressive functions of the Security Service of Ukraine (SBU), observing
politicians, journalists, public figures were significantly intensified. The people loyal to the President came to the
secret service leadership — V.Khoroshkovsky, and from 2012 to 2004 —the citizen of Russia, 1. Kalinin. In December
2011, the Law of Ukraine “On the Armed Forces of Ukraine” introduced the amendments that allowed the use of
troops in the fight against the terrorists and the restoration of the constitutional order. In the same month, the powers
of the SBU were expanded to investigate “mass riots”, formed a new department of information security. Thus, it can
be stated that in 2010-2013 all state power structures, including the Armed Forces of Ukraine, special services increas-
ingly focused on ensuring the internal security of the state.

On April 27, 2010, the VerkhovnaRada of Ukraine extended the presence of the Russian fleet in Sevastopol (so-
called Kharkiv Pact) by 236 votes “for”, though, according to sociological surveys in 2008, 47% of Ukrainians sup-
ported the withdrawal of the Black Sea Fleet in 2017 and only 24% favoured the extension of their stay [24]. On July
01, 2010, with the support of 259 votes, the Law of Ukraine “On the Principles of Internal and Foreign Policy” [25]
was adopted in which the non-aligned status of Ukraine was declared. At the same time, the conclusions of 2 out of 3
parliamentary committees dealing with security and foreign policy were ignored.

The Ukrainian tragedy of winter-spring 2014 is serious miscalculation in foreign policy priorities and the dismal
failure of the security system, as well as the confirmation of the inconsistent policy of its provision. After the deploy-
ment of the “hybrid war” in the Donbass, it took more than a year to adopt the new Strategy of National Security of
Ukraine on May 26, 2015 signed by the President P. Poroshenko [26].

Politicians and experts in the field of security and defence of the United States, Canada and the EU have repeatedly
pointed out the lack of systemic reforms in the Ministry of Defence of Ukraine (MOU) and the General Staff of the
Armed Forces of Ukraine. First of all, it is about strengthening democratic control over the defence sector.
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Of course, there are certain achievements in the foreign policy sphere. First of all, it concerns the signing of the
Association Agreement between Ukraine on the one part and the European Union, the European Atomic Energy Com-
munity and their member states on the other part of June 27, 2014, ratified by the VerkhovnaRada on September 16
of that year. Undoubted achievements of Ukrainian diplomacy include the acquisition of a visa-free regime with the
countries of the Schengen zone on June 11, 2017, efforts to consolidate the international community in introducing
and strengthening sanctions against the Russian Federation in response to the annexation of the Crimea and support
for the separatist movement in the Donbas.

However, some EU member states do not provide effective assistance to Ukraine. It does not concern sanctions
and diplomatic statements about the situation in Ukraine, but specific military-technical and humanitarian assistance.
European states usually do not have a significant combat experience in their own defence. In general, in 2018 1.3
billion euros were spent for the Europe’s defence targets which is much lower than the national defence budgets of
these countries [27]. By 2024, all NATO countries should cross the 2% GDP ceiling, but this is unlikely to happen
[28, p.22.]

In May 2018, the United States began training the personnel of the Armed Forces of Ukraine for Javelin anti-tank
missile systems and subsequently their delivery. Total humanitarian assistance from Washington is 70% of the total
assistance of all countries. As early as the end of March 2014, aircraft delivered 330,000 ration packs from the United
States. Subsequently, body armours, medical aid kits, uniforms, tactical vest and armoured SUVs were added to it.
Insummer, 2014, the cargo ships delivered from Canada 32 tons of military aid worth $ 4.5 million: helmets and body
armours, first aid kits, as well as sleeping bags, tents and radio stations, and a bit later — aparty of winter uniforms.
Canada is now ready to provide Ukraine with lethal weapons, but not for free.

The reaction of the EU member states was considerably more restrained. 1,000 body armours has arrived from
France. During the 2014-2015, the United Kingdom transferred 1,000 body armours, 2,000 helmets, 1,000 uniform
sets, 200 GPS-navigators, 220 protected laptops, 500 sleeping bags and 90 car first-aid kits for the amount of nearly 2
million dollars, as well as 75 thousand tons of diesel fuel.

Much more tangible assistance came from neighbouring countries. In2014-2015, it amounted to about 6.5 million
dollars from Poland. First of all, they were ration packs, mattresses, blankets. Subsequently —the necessary spare parts
for Soviet-style machinery. In the fall of 2014, Lithuania, like Poland, has also started to actively support Ukraine
with medicines and medical equipment. But in 2016, it was the first and only one in Europe that began to supply lethal
weapons. It is Lithuania that has provided Ukraine with 60 tank heavy machine guns KPVT and 86 heavy machine
guns DShKM, as well as 150 tons of ammunition. And already in late 2017, Washington decided to supply Ukraine
with defence weapons [29].

On the other hand, after 2008 (the Russo-Georgian War) and especially after the annexation of the Crimea and the
deployment of a separatist movement in the Donbas with the support of the Kremlin, Ukraine’s participation in the
work of the CIS bodies virtually dwindled. In April 2018, the President of Ukraine P. Poroshenko put forward a pro-
posal to submit to the Council an initiative to terminate part of the Treaty on Friendship, Cooperation and Partnership
between Ukraine and the Russian Federation, as well as the Government’s proposals to prepare recommendations on
the termination of Ukraine’s membership in the statutory bodies of the CIS. On December 06, 2018, the Verkhov-
naRada of Ukraine, with 277 votes, supported the decision to terminate the Treaty of Friendship, Cooperation and
Partnership (Great Agreement) between Ukraine and Russia. It expired on April 01, 2019. The Agreement on mili-
tary-technical cooperation within the framework of the CIS has also ceased.

Conclusions and perspectives of further exploration in this direction.The foregoing points to the lack of sys-
tematic and consistent development of the strategy of the foreign policy course of Ukraine and its implementation.
The ineffectiveness of domestic reforms, the sharp decline in the living standards of citizens, the imitation of fighting
corruption, the low responsibility of the political elite for fulfilling international obligations, the scattered and un-

structured political forces which are mainly funded by the oligarchs, the weakness of civil society, and other factors
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hinder the process of European and Euro-Atlantic integration. However, the annexation of the Crimea and the sepa-

ratist movement in the Donbas with the support of the Kremlin contributed to the consolidation of Ukrainian society,

intensified the dynamics of the formation of an influential civil society, and contributed to strengthening international

cooperation of Ukraine, first of all with the United States and EU member states.
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MODERN TRENDS OF
TRANSFORMATION MANAGEMENT
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ABSTRACT. There are two radically different approaches in the manage-
ment of transformation. Changes in the Company’s strategy, production pro-
cesses, structure and culture can be made step by step or gradually; with an
evolutionary and revolutionary model.

In the center of any transformation, there are internal and external consum-
ers needs satisfaction. The production (company) strategy determines what the
key process will be there. But the circle of proximity projects is small (for ex-
ample, creating new products, logistics integration, etc.) The support processes
should be optimized not only by themselves, but only for basic processes. A new
approach is needed to the problems of crossing points.

Keywords: transformations, reengineering, decision making, changes.
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ORGANIZATIONAL DEVELOPMENT IN
MUNICIPAL MANAGEMENT

ABSTRACT. This paper highlights issues relating to local government,
first of all, ensuring their own ability, through effective municipal management
to address issues of local importance. The ways of improving the managerial
functions in the formed united territorial communities in Ukraine are outlined.

It is noted that the complexity of administrative tasks of municipal manage-
ment in the process of decentralization contributes to the evolutionary transfor-
mation of organizational charts of management of municipalities and provides
for the use of corporate organizational elements in the structure of community
governance bodies.

The necessity of training municipal management specialists who solve com-
plex managerial problems aimed at achieving common goals of community de-
velopment is considered. The need to consider the overall effectiveness of the
activities of local self-government bodies is justified, the term “management”
of territorial communities is used, regarding the existence of common goals, the
level and quality of life, common territorial interests - the existence of a unified
system of municipal governance.

Key words: organizational development, decentralization of power, integrat-
ed territorial community, organizational ability, local self-government, commu-

nity management.
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The purpose of the article is to analyze managerial tasks of municipal management; use of corporate organiza-
tional elements in the structure of community management bodies; organizational ability and capacity of local com-
munities that meet the interests of their members through effective organization providing services to citizens.

Originality and value, problem statement: The article explores issues related to effective municipal manage-
ment, availability of such organizational structure that would optimally combine different types of management to
achieve the highest results of self-government activity. The organizational structure of the governing bodies is repre-
sented by structural links, stable relationships and relationships within management processes take place. The existing
studies of Ukrainian scientists mostly focuses on the ability of local communities as a set of methods, tools and activ-
ities of local governments to create conditions for the fullest satisfaction of the needs of local community, ensuring a
balance tasks of local government to the needs of the local community and resource for their pleasure .

At the same time, the complex of issues of theoretical, methodological and applied content related to the organiza-
tional capacity of territorial communities and the ways of its provision remains insufficiently studied.

Materials and methods, analysis of recent research:

In the article we have used general scientific and special methods of research, in particular, by means of the an-
alytical method the selection of scientific information was made, and the conceptual apparatus was investigated by
the logical-semantic method. The empirical basis for the study was the legal acts of the VerkhovnaRada of Ukraine,
the President of Ukraine and the Cabinet of Ministers of Ukraine, which determine the priorities of local government
reform and decentralization of public power in Ukraine, periodicals.

New regional policy in Ukraine, its strategic goals, priorities, necessity of reforming the territorial organization
of power on the basis of decentralization are defined in the main current documents of strategic character - Sustaina-
ble Development Strategy “Ukraine 2020 [1], the State Regional Development Strategy for 2020 [ 2], Concepts of
reforming local self-government and territorial organization of government in Ukraine [3]. The legal basis for asso-
ciations of local communities are the Laws of Ukraine “On cooperation of local communities” [4] “On a voluntary
association of local communities” [5] “On Local Elections” [6] “On Approval of Procedures capable of forming local
communities »[7].

The research of many modern Ukrainian scientists is devoted to the study of the essence of the reform of power
decentralization in Ukraine, the effectiveness of local self-government activities, the formation of capable territorial
communities, the formation of theoretical and methodological foundations.

The problem of the united territorial communities and their capacity is very relevant today and is widely discussed
by scientists, experts and the public. Problems of formation and development of capable territorial communities in
Ukraine are being explored by such national scientists as O. Golynska [8], O. Lyska [9], Y. Molodozhen [10], Y. Oli-
inyk [11], O. Olshanskyi [12,13 ], O. Osaulenko [14], S. Sakhanenko [15], S. Sember [16] and others.

People’s attitude to power depends directly on the quality and standard of their lives, the ability to meet their per-
sonal and social needs, and realistically influence their actions to improve the life of the family, community and socie-
ty as a whole. This means that state recognition of the rights of residents of each local community to local governments
should be reflected in concrete public policy, functions, forms, methods and mechanisms of public administration,
which should improve its organizational efficiency, using modern management techniques. The theoretical and meth-
odological questions of the effectiveness of municipal management are given much attention by domestic researchers,
among them the works of V. Kuybida [17], V. Bakumenko [18], Y. Sharov [19] and others.

Highlighting unsolved parts of a common problem:

Analyzing the capacity of communities, it is possible to distinguish its internal and external factors. The external
capacity of a community is characterized by the following components: legislative, political, territorial, macroeco-
nomic, etc. [13].

Internal capability factors include the following components: legal, logistical, environmental, economic, financial,
infrastructural, humanitarian, social and organizational - the optimal structure of community governance bodies, in-

cluding managers, public officials with relevant qualifications and more.
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In the theoretical and applied aspect, community resource provision as a set of methods, means and measures of
the authorities to create the conditions for the fullest satisfaction of the needs of the territorial community, guarantee-
ing the balance of tasks of public authorities and resources available for their implementation. It focuses mainly on
the effective use of material resources, but underestimating intangible resources, namely the organizational capacity
of the community.

Assessment of organizational development, by what principles, criteria, methodology, indicators it should be con-
ducted - this is a question for the prospects of further scientific research.

Presenting main material:

The issues of organizational development of municipal management include finding ways to ensure organizational
capacity of territorial communities. The organizational capacity of the territorial communities largely depends on
the development of the domestic system of governance and its integration with European standards. Experience has
convincingly shown that changing only the territorial basis of local self-government, expanding the financial capacity
of territorial communities is not a guarantee of creating a new life quality at the level of villages, towns and cities of
Ukraine. More important in this sense is the ability to build the right organizational structures, ensure their intercon-
nections and spatial integration, appropriate staffing, the use of diversified tools and technologies.

Attempts to transform local government at the community level as a whole, or of individual elements of it, are
carried out, as the analysis shows, strategically ill-conceived, as a reaction (usually delayed) to internal or external
challenges, and in some cases embodied the subjective desires of individual officials local governments. This leads to
the fact that the organizational structures in the community do not fulfill the tasks assigned to them, which in the end
negatively affects the achievement of capacity of territorial communities, the basis for which, in fact, is organizational
capacity.

Let us analyze the issues related to local self-government bodies, first of all, to ensure their capacity to solve local
issues independently, at the expense of their own resources, in order to mobilize their internal reserves, determine the
range of competences and organizational capacity of the community as a whole.

The term “efficiency of local government” can have different characteristics estimated by the user, according
to which efficiency is considered from the perspective of society and citizens; community leadership; other local
self-government bodies and state authorities. The overall effectiveness of local government can be defined as the ratio
of their performance and cost of resources for their maintenance.

According to the European Charter of Local Self-Government [20], local self-government is “the right and ability
of local self-government bodies. .. to regulate and manage a substantial proportion of public rights within their compe-
tence in the interests of the local population”. The main document for the formation of capable territorial communities
is the Perspective Plan for the formation of territories of communities, which is developed and approved in accordance
with Article 11 of the Law of Ukraine “On voluntary association of territorial communities” [5]. A capable territorial
community is a community in which local budgetary resources, infrastructural and human resources are sufficient to
address its local self-government issues in the interests of the community.

To ensure the appropriate level of service to the citizen, particularly in the field of social security, education,
culture, health, housing and communal service structure of local government (especially in rural areas) have less
powers and great responsibilities, they lack experience in management and resolution of these issues. Therefore, in
order to better address these issues, eliminate staffing gaps and expand organizational capacity, it is necessary to have
a complete set of municipal management tools based on statistics, as well as hold open meetings for all citizens on
the formulation and discussion of strategic plans and priorities of local policy, and involve civil society organizations
based on the principles of social justice, integration and accurate calculations.

An important component of organizational development is the human potential of the united territorial communi-

ties; however, it may not meet the needs of the newly created local authorities, since the rural area is characterized by
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significant aging of the population, which is primarily due to migration processes and low socio-economic potential
of villages and towns.

In determining the capacity of the united territorial communities, it should be borne in mind that even in the
presence of a sufficient number of able-bodied population there may be a shortage of specialists, since the most high-
ly-skilled workers will seek employment in settlements with higher economic potential.

Today the issue of optimal distribution of powers between local governments and executive authorities in general
and, in particular, the distribution of functions and powers between local councils of newly created territorial and dis-
trict administrations and district councils is not regulated in Ukraine. This leads to increased contradictions between
the authorities of the newly created united territorial communities and administrative districts. There are dozens of
territories in which the united community fully (or almost completely covers several created communities) coincides
with the territory of the respective administrative districts (Zhytomyr, Khmelnytsky, Chernihiv, Dnipropetrovsk and
others). In these areas, the district council and district state administration continue to operate and maintain their
units, although much of their authority, according to legislation, has to go to communities. Therefore, problems arise
regarding the distribution of powers and the efficiency of the organization of power in these territories, which need
regularization. It is necessary to clearly define the powers that remain with the district state administration and the
district council, to review the number and corresponding expenses for the maintenance of their bodies.

There is a lack of adequate staffing of local self-government bodies of the united territorial communities. In par-
ticular, it leads to inefficient use of financial resources of territorial communities, inability to absorb state subsidies for
community development. Local self-government bodies in rural communities are often unable to prepare high-quality
investment projects to receive state support and international aid funds, which are not ready to implement strategic
planning and programming for community development. The solution is the professionalization of service in local
government, implementation of effective training programs of local government officials and providing them with the
necessary consultative and methodological assistance from the government authorities.

The issue of introducing control mechanisms (as a significant component of municipal management) on the legal-
ity of decisions of local governments and the quality of administrative and social services provided to the population
needs to be addressed. In the context of decentralization of powers and transfer of resources to local self-government
authorities, high corruption risks related to the use of budgetary funds, it is urgent to introduce mechanisms of control
over the activity of local self-government authorities, both by state authorities and by the public.

Particularly urgent in the context of budgetary decentralization is the need to exercise proper control over the work
of authorities at different levels in planning and executing budgets and managing and using financial resources. The
solution to this issue at this stage is in introducing maximum transparency of the activities of local authorities and
control over these activities by the public.

It is necessary to take into account the situation when in the period of economic and financial crisis the state tries
to reduce public expenditures by transferring powers (and resources) from top to lower levels of government, there
may be a risk of deterioration of quality of public services. At this stage, the organizational component as an intangible
resource can play a key role by improving management processes. It is important not to let the reform start to push in
the direction opposite to decentralization. This is possible because of the poor capacity and technical ability of local
authorities, the violation of the conditions of fairness of public services, the disproportion of their provision in differ-
ent territories, which negatively affects the investment attractiveness of communities and their economic development
as a whole.

State policy of forming a prosperous territorial community should be carried out based on decentralization with
a clear legal basis for reform, legislative definition of the status of territorial communities, the mechanism of secur-
ing property rights, the distribution of powers. The envisaged reform of the consolidation of territorial communities
without introducing control over government and ensuring its accountability can create greater opportunities for abuse

of local governments. To prevent this, it is necessary to introduce mechanisms for widespread involvement of mem-
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bers of territorial communities in participation in management and formation of management decisions; developing

communities as public corporations, emphasizing their own resources and capabilities; ensuring the ubiquity of local

government.

Based on the analysis of modern management approaches to the creation of territorial development models (in-
cluding communities), we can conclude that such models should meet the requirements of European standards of
living standards, be oriented to the needs of citizens, sustainable development, include public monitoring. The model
uses a local government capacity index, indicators of community financial capacity. In order to assess the dynamics
of the development of united territorial communities and their capacity for methodological assumptions, it is assumed
that such a model can be built on the basis of a balanced scorecard.

At the same time, it is necessary to solve the problem of evaluating the success of any complex socio-economic
system that is the choice of specific indicators [21], in which you need to monitor implementation of the planned
strategic targets. Proper selection of these indicators contributes to a better understanding of strategic goals, improves
overall management responsibility in the community increases the likelihood of achieving the goal.

There is also the problem of a set of indicators to correctly identify the amount of socially beneficial benefits that
are achieved through the implementation of a community development strategy, as a large number of outcome indi-
cators remain at a qualitative, poorly measurable level, with public importance being assessed by the public as high.
Therefore, there must be a set of indicators describing community development goals for community capacity assess-
ment system; indicators for the comparison of different options for the integration of territorial communities; expert
monitoring and public monitoring of development dynamics.

In analyzing an important organizational component of municipal government - namely, determining the number
of public servants, including local government officials in communities, the following approaches can be distin-
guished: resource, regulatory and effective.

The resource approach for determining the number of public servants is based on the budgetary security of the
functions and depends on the availability of funds for their maintenance. The normative approach is based on the
expert evaluation of determining the number of public servants, on the basis of the analysis of the complexity of the
implementation of normatively assigned functions and the norms of time for their performance. An effective approach
to determine the number of public servants is one of the most promising. It allows you to switch from a policy of
“downsizing” to the policy of “reasonable, rational definition (redistribution) strength” and is based on determining
the powers and competencies needed to perform the functions and services.

The principles of practical organizational capacity of the municipal government are:

- the principle of “transparency” as the use of modern methods of public interaction through the use of new chan-
nels of information;

- the principle of “sensitivity” as a quick response and taking into account the new realities of socio-economic
development;

- the principle of “intelligence” as an organization of continuous training of staff;

- the principle of “image” as forming the corporate culture of the community and its ability as an organization to
meet the requirements of members;

- the principle of “validity” as compliance with the requirements of laws and laws of management; clear imple-
mentation of regulations, harmonization of innovations with the provisions of the decentralization reform in
Ukraine.

Nowadays, in the conditions of informatization of the society and rapid scientific and technological progress, it
is an objective necessity to introduce the provision of administrative services electronically in the activity of public
authorities.

Evaluation of organizational effectiveness of the authorities and local government officials is an ongoing process

monitoring and analysis of structures and activities of the local community, heads of territorial communities of the

06M35BNIAN I3MBMINGd RO 3960135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, N2, 2019



L3JISWO60 TWN3M3LYIY, SVITLANA LYPOVSKA 59

executive committee of deputies and other executive bodies and officials of local governments, in order to draw con-
clusions about status and management system, using quantitative and qualitative indicators. [21]

The use of modern methods of assessing the effectiveness of municipal management is necessary to optimize the
ratio of available organizational resources and the tasks and functions; improving the planning system; improvement
of the mechanisms of internal management of the activity of local self-government bodies through the introduction of
technologies and procedures that ensure the decomposition of the goals and tasks of local self-government bodies to
the level of subdivisions; automation of goal setting processes and evaluation of organizational performance; improv-
ing the system of motivation of local government officials based on the results of their activity; formation of a system
of monitoring public opinion on the organizational effectiveness of the activities of the evaluated bodies and officials.

The objects of assessment may be local government officials who are elected in local elections (chairman, elder);
local self-government officials elected (approved) by the council (secretary of the council, members of the executive
committee, chairman of the regional (district) council, deputy chairmen of the regional (district) council); local gov-
ernment officials appointed by the head of the community, the head of the regional (district) council; members of the
local council; deputy commissions; executive bodies of the council (executive committee, departments, departments
and other executive bodies of the council), as well as the apparatus of the council and its executive committee; bodies
of self-organization of the population; public organizations (in terms of delegation of administrative powers by local
self-government authorities).

The evaluation is carried out to determine the degree of achievement of the planned results of activities and or-
ganizational effectiveness of the activity, as the ratio of the values of actual and settlement-normative indicators per-
formed by local self-government operations (functions) using a certain amount of organizational resources (reporting,
planning, control, formal and informal reports’ inside the body, etc.) - this applies to modern methods of municipal
management.

The biggest systemic disadvantage in implementing administrative-territorial reform in decentralized conditions
is a unified approach to the formation of capable territorial communities, since the Methodology of formation of ca-
pable territorial communities [7] does not take into account the peculiarities of a particular region of the country. The
parameters that underlie the definition of a potential administrative center of the community are sufficiently limited
and standardized, which does not allow to determine the real level of financial potential, as well as the socio-economic
development of the territory. In addition, the conditions of formation of capable territorial communities, defined in this
methodology, encourage the strengthening of urbanization processes in Ukraine.

The decision to unite territorial communities should, of course, be preceded by a comprehensive assessment of
the status of communities - potential members of the association by the components of their internal capacity on the
basis of the calculation of demographic, economic, financial and other indicators. Forming a profile of the capacity of
the future community will provide an opportunity to form a community that is really capable of mobilizing internal
reserves and independently, at the expense of own resources, to resolve issues of local importance for the full satisfac-
tion of the common needs of residents and ensuring sustainable community development.

In order to ensure effective implementation of powers and rational management of financial resources, it is neces-
sary to ensure an adequate professional level of local government employees. Therefore, reform also requires a system
of public service in local governments. It is necessary to adopt a new version of the Law of Ukraine “On service in
local government”, providing definitions principles legal and institutional framework of service in local government,

the legal status of officials, conditions and procedures to exercise their right to serve in local government and so on.

Conclusions:
To effectively execute managerial tasks at the level of territorial communities, it is necessary to use modern tools of
municipal management: to strengthen the organizational capacity of territorial communities through the development

of community human resources and management processes. It is necessary to ensure professionalism and political
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impartiality of officials of local executive bodies and local self-government authorities by introducing transparent
competitive procedures for selection of personnel, formation of the necessary qualification requirements for the per-
sonnel of rural, settlement, city councils, their executive bodies (higher education,professional and personal qualities).

It is proposed to ensure the development of current training programs and to organize programs for training and re-
training of personnel for officials of local self-government bodies, deputies of local councils and civil servants for the
proper fulfillment of their new powers; to reform the system of providing administrative services on the principle of
“transparent offices”, to introduce mechanisms of control over the activity of local self-government bodies, especially
by the citizens themselves; to regulate the optimal distribution of powers between local and executive authorities in
general; to study the issues of implementation mechanisms for control over the legality of decisions of local self-gov-
ernment bodies and the quality of administrative and social services provided to the population.

Systems for evaluating the effectiveness of local government should be made with the implementation of instru-
ments of internal control and audit; using the software; involving external independent organizations and the public to
evaluate the performance of local governments. Systems for evaluating the effectiveness of local government should
be reflected in the passport of the capable local community.

Thus, it can be concluded that in the process of decentralization, resources are mobilized at the local level, partner-
ships are created between different social groups, which gain experience of social unity in the development, decision
making and evaluation of the effectiveness of community management decisions.

The prospects for further research should be focused on the analysis of legal, organizational and economic com-
ponents of municipal management that affect the effective use of the community resource base in the decentralization

of power.

REFERENCES:

[1] Sustainable Development Strategies “Ukraine 2020” / Presidential Decree; January 12, 2015 Strategy # 5/2015. -
[Electronic resource]. - Access mode: http://zakon0.rada.gov.ua/laws/show/5/2015.

[2] On approval of the State strategy for regional development for the period up to 2020 / resolution of the Cabinet of
Ministers of Ukraine of August 6, 2014 No. 385. - [Electronic resource]. - Access mode: http://zakon5.rada.gov.ua/
laws/show/385-2014-p.

[3] On approval of the Concept of reforming local self-government and territorial organization of power in Ukraine / Order
of the Cabinet of Ministers of Ukraine; Concept dated April 01, 2014 # 333-p. - [Electronic resource]. - Access mode:
http://zakon3.rada.gov.ua/laws/show/333-2014-p.

[4] On Cooperation of Territorial Communities / Law of Ukraine of June 17, 2014 No. 1508-VII. - [Electronic resource].
- Access mode: http://zakon3.rada.gov.ua/laws/show/1508-18.

[5] On voluntary association of territorial communities / Law of Ukraine of February 05, 2015 No. 157-VIIL. - [Electronic
resource]. - Access mode: http://zakon3.rada.gov.ua/laws/show/157-19.

[6] On local elections / Law of Ukraine of July 14, 2015 No. 595-VIIIL. - [Electronic resource]. - Access mode: http://
zakon5.rada.gov.ua/laws/show/595-19.

[7] On approval of the Methodology of formation of capable territorial communities / Resolution of the Cabinet of Min-
isters of Ukraine of April 8, 2015 No. 214. - [Electronic resource]. - Access mode: http://zakon3.rada.gov.ua/laws/
show/214-2015-p.

[8] Golynska O.V. Voluntary Association of Territorial Communities: Factors of Resistance, Objective Positions and Ben-
efits / Current Issues in Public Administration: A Concise Science. of the ORIDU: special issue for the 20th anniversary
of the ORIDU NADU under the President of Ukraine / [Chief Editor-in-Chief. Edge] . Journal 3 (63) .— Odesa: THE
ORIDU NADU, 2015.— P.98-105.

[9] Lyska OG Territorial community // Encyclopedia of Public Administration: in 8 vols. Board: Yu. V. Kovbasyuk and
others; Nat. Acad. state. ref. under the President of Ukraine. Vol. 5: Territorial Administration / Ed. Board: O. Yu.
Amosov, OS Ignatenko and others; in a row. O. Yu. Amosova, O. S. Ignatenko, A. O. Kuznetsova. - Kharkiv: KharRI-
DU NADU “Magister”, 2011. - P. 378.

06M35BNIAN I3MBMINGd RO 3960135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, N2, 2019



L3JISWO60 TWN3M3LYIY, SVITLANA LYPOVSKA 61

[10] Malodozhen Yu. B. The concept and essence of the territorial community in the system of local self-government
in Ukraine / Yu. B. Molodozhen // University Scientific Papers: Coll. Sciences. wash. - Khmelnitsk: Bulletin of the
Khmelnitsky Institute of Regional Governance and Law, 2006. - Iss. 2 (18). - P. 347-352.

[11] OlinykYa.B. Formation of capable local communities in Ukraine: benefits, risks, threats / Y.B. Oliynyk, PA Ostapenko
// Ukrainian Geographical Journal. - 2016. - No 4. - P. 37-43.

[12] Olshansky O.V. Resource support for the development of the territory: a two-dimensional approach / O.V. Olshansky
// Public Administration: Theory and Practice: Coll. Sciences. etc. of the Association of Doctors of Sciences in Public
Administration. - Kharkiv: Dock ScienceDeposition. 2013. - Vol. 4 (16). - P. 220-225.

[13] Olshansky O.V. The capacity of communities in the aspect of theoretical and applied identification / O.V. Olshansky
// Theory and Practice of Public Administration: Coll. Sciences. Ave. - KH.:KharRIDU NADU “Magister”, 2016. - Iss.
4 (55).- pp. 162-167.

[14] Osaulenko O.G. Model-block model of management of socio-economic systems. // Actual problems of public admin-
istration: Coll. Sciences. ex: LF. UADU, 2001.- Vip. 5. P. 158-170.

[16] Sakhanenko S.E. Political management of the city in the conditions of self-government / S.E. Sakhanenko. - Odessa:
OFUAU, 2001. - P. 81-89.

[17] Sember S.V. Theoretical approaches to determining the nature of financial capacity and financial resources of a terri-
torial community / S.V. Sember, A.G. Chubar, K.S. Mashiko // Regional Economics. - 2015. - Ne3 (77). - P. 81-90.

[18] Bakumenko V.D. System-situational image of management processes in social systems. // Bulletin of UADU, 1999.
- Ne3.-P.312-324.

[19]. Kuibida V.S. Current problems and regional peculiarities of local self-government in Ukraine. - L .: Litopys, 2001. - P.
176.

[20] Sharov Yu. P. Strategic Planning in Municipal Management: Conceptual Aspects. - K .: Issue of the UADU, 2001. -
302 p.

[21] European Charter of Local Self-Government. Strasbourg of October 15, 1985 / Charter ratified by Law No. 452/97-BP
of July 15, 1997 - [Electronic resource]. - Access mode: http://zakonl.rada.gov.ua/laws/show/994 036.

[22] Scientific-methodical work «Methods of research of organizational efficiency of bodies and officials of local self-gov-
ernment» (co-authored with Sakhanenko S.E., Kolisnichenko N.M., Lypovska S.O. Popov M.P., GerasimyukK.Kh.
,Mamontova E.V., Davtyan S.G., Murzanovsky G.M.). Certificate of copyright registration for the work No. 75057: //
Ministry of Economic Development and Trade. - date of registration - 11/28/2017.

06M35BNIMN I3MEMINId R 3360135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, Ne2, 2019



62

3363X33660 R 39/07336063() - MANAGEMENT AND MARKETING

g dbge

INNOVATIVE ECONOMICS
AND MANAGEMENT

TETIANA FOMINA,

PhD of Economics, Associate Professor,
Central Ukrainian National Technical
University Kropyvnytskyi, Ukraine
tetynafomina@ukr.net
orcid.org/0000-0002-5243-695

OLHA PUHACHENKO,

PhD of Economics, Associate Professor,
Central Ukrainian National Technical
University

Kropyvnytskyi, Ukraine
pugachenkoolga@gmail.com
orcid.org/0000-0002-2253-050X

Received: September, 2019
Accepted: September, 2019

G&d6&0060 BMANGY,

93Mbmdon 3ol emJ&moa, 396 MomnMa

“1365060b & 94603960

1160390 g@ab sbm oG gdamn
3Mmgggbmo

36m303b0(330, 36006
tetynafomina@ukr.net
orcid.org/0000-0002-5243-695

90R9 dM6SAMROL 3RILNB033600:
J3(MIG0Y, 303R060mI IR3(MIIGIMdS RI
3363001030l 3 (M>RIIS0

CLASSIFICATION OF INTERNAL
CONTROL: EVOLUTION, CURRENT STATE
AND PROBLEMS OF DEVELOPMENT

ABSTRACT. The objective of the article is to study the evolution, current
state and problems of development of approaches to the identification of the
most significant and relevant classification features of internal control.

This article is a continuation of the author’s developments to improve the
theory, organization and methods of internal control. It contains the originality
and audacity of judgment in establishing the framework of the most rational and
scientifically substantiated classification features of internal control.

The study was conducted applying methods of analysis, generalization and
grouping. Consideration of classification features, studied by scholars, was
based on the systematic approach, critical thinking using the historical and com-
parative methods of scientific knowledge. The graphical representation method
was used to illustrate the obtained results.

The results allow making the following conclusions: there is no fundamental
difference between the classification features of control as a whole, and internal
control, in particular; the evolution of the classification of internal control was
influenced by social, economic and political relations that determined its orien-
tation and subjects; for the whole period since the concept of control emerged,
and until now, there is no universally recognized and generally accepted eco-
nomic classification of internal control; identification of classification features
depends on the objective of the study, the purpose, the nature of the control
actions, the characteristics of the object to which the control will be directed;
the majority of researchers distinguish from 3 to 8 classification features which
are grounded. A considerably small or “artificially over-stuffed” number of clas-
sification features does not lead to the improvement of internal control theory.

The study made it possible to formulate the author’s vision of the classifica-
tion of internal control according to the following characteristics: in relation to
the object, time, periodicity, form, method of implementation and completeness
of coverage of the object of control. The presented author’s classification of in-
ternal control can be useful not only at the theoretical level, but also in practical
terms, that is in identification of the strategy of building internal control systems.

Key words. Internal control, classification, classification features, evolution,
current state, author’s vision
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The purpose of the article is to analyze problems and evolution of the development of approaches to the selection
of the most significant and relevant classification features of internal control.

Originality and value, problem statement: The research made it possible to formulate the author’s vision of the
classification of internal control on the following features: in relation to the object, time, periodicity, form, method of
implementation and completeness of coverage of the object of control. The proposed classification does not claim to
be the only possible recognition, as now the control system is rapidly transforming, globalizing and constantly raising
new requirements for its effectiveness, both at the state level and at the primary focus of the economy, i.e. economic
entities. The presented authorial classification of internal control can be useful not only at the theoretical level, but also
in practical terms while identifying the strategy of building internal control systems.

Materials and methods, analysis of recent research:

In the article we have used general scientific and special methods of research, in particular, by means of the an-
alytical method the selection of scientific information was made, and the conceptual apparatus was investigated by
the logical-semantic method. The study was conducted applying methods of analysis, generalization and grouping.
Consideration of classification features, studied by scholars, was based on the systematic approach, critical thinking
using the historical and comparative methods of scientific knowledge. The graphical representation method was used
to illustrate the obtained results.

In science, classification means distribution of objects, phenomena, categories into classes (categories, groups,
etc.) depending on general principles that characterize the connections among objects. They are classified in a sin-
gle system of the relevant sphere of knowledge or practical activity. The scientifically substantiated classification
of control in general, and the internal one in particular, allows understanding its essence more deeply, revealing the
mechanism of functioning of relations which it expresses and revealing specific features of its various components.

Highlighting unsolved parts of a common problem:

The classification of control is one of the controversial aspects of its theory. Currently, there are many views and

opinions about it. Scientists interpret features of control differently. The features determine the classification base in
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different ways. The classification of control is of practical importance only if it meets the essential features. Therefore,
there is a need to develop such a classification that would reveal the essence of control, make it possible to clearly
define the purpose and objectives of its various types, and allow the subjects of control to plan and coordinate. The
development of such a classification is a promising direction for the development of control theory.

Significant contribution to science, which became the basis for further development of the theory and practice
of internal control in general, and its classification in particular, was made by the Ukrainian scientists M.T. Bilukha,
F.F. Butynets, B.I. Valuev, Z.V. Gutsaylyuk, H.M. Davydov, N.I. Dorosh, I.K. Drozd, E.V. Kolyuha, L.M. Krama-
rovskyi, M.V. Kuzhelnyi, A.M. Kuzminskyi, V.F. Maksimova, L.V. Napadovska, O.A. Petryk, V.S. Rudnytskyi, V.Ya.
Savchenko, V.V. Sopko, B.F. Usach, V.O. Shevchuk, as well as the Russian scientists V.D. Andreev, [.A. Belobzhet-
skyi, S.I. Bobyr, V.V. Burtsev, E.O. Kocherin, M.V. Lapukhin, V.I. Podolskyi, S.O. Stukov, V.P. Suitz. Some issues
of control, including internal, have been covered by R. Adams, E.A. Ahrens, C. Drury, R. Anthony, J.K. Lobbeck, J.
Rees, J.K. Robertson and others. The study of classification of internal control were carried out in the authors’ works
[3, 9], and this article highlights the problems and evolution of the development of approaches to the selection of the
most significant and relevant classification features.

Presenting main material:

Internal control is the process of constant influence on the objects through tracking deviations and correcting man-
agerial decisions to bring the actual state of objects to the desired one [3, p. 13].

The economic literature on the subject of the study, published in the days of the former Soviet Union, considers
many classifications of control on various grounds. However, most of them did not stand the test of time, and those that
were clearly accepted as canonical under the command and administrative system are nowadays unacceptable from
both theoretical and practical points of view. They can only be used as a subject of retrospective study. The reasons for
the collapse of such classifications are: firstly, their unscientific nature and secondly, their utopian nature. An example
of this is the division of control into class and other politicized features. Namely, they are people’s control, workers’
control, and party control [10, p. 63].

Based on the results of generalizations of the existing classifications, we identified 49 features of the control clas-
sification. The groupings of content, focus and editing are summarized in Table 1. It should be emphasized that we did
not take into account those features that were singled out by only one author, since the purpose of this grouping was
to represent the most common viewpoints.

The analysis of control classifications contained in the literature enables formulating the following conclusions.

Control is classified by a number of features ranging from one to four. For example, a number of authors propose to
classify control according to the time of business operation; at the same time, there is an opinion on the classification
of controls based on the timing of control actions; some authors define these types of controls on the basis of the form
of its implementation, as well as methods.

There is a group of authors who propose to classify the control according to the time-dependant amount, and at the
same time there are opinions on the classification according to the frequency of control measures and the duration of
control actions. A similar situation is observed in the identification of three features of the control classification which
do not contain any differences at all: the degree of coverage of the object; the size or complexity of the object; the
completeness of control.

The study of the proposed classifications indicates that the authors name the same characteristic differently. In
addition, there are cases when the authors review the same control on several classification grounds at the same time.
Yes, functional control is singled out on the basis of functional orientation, and at the same time, the control according
to the feature of the relation to the function of the subject’s activity has the same name. A similar situation occurs with
the selection of the control of the time of implementation of the economic situation. And the same name has control,
classified by methods of implementation. Usually the above-mentioned remarks indicate that there are many names

for one phenomenon, which complicates and makes the classifications irrational.
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TABLE 1
RESULTS OF THE ANALYSIS OF CLASSIFICATION OF CONTROL
IN THE SPECIAL LITERATURE |[3, P. 30-31]

Interval of the number
of varieties of the
. . Number of authors Number of o
Classification feature . control within the
that single out the formulated features A .
limits of the given
feature
feature
In relation to the object 3 2 3-3
In relation to the time of implementation of control
actions 26 4 2-9
In relation to periodicity 11 4 2-5
In relation to the sources of obtaining data 18 3 2-4
In relation to the degree of object coverage 11 3 2-6
In relation to the method of information processing 3 2 3-3
In relation to the character of relation to the object 3 2 2-2
In relation to the stages of implementation 2 1 2-2
In relation to functional direction 4 3 3-3
In relation to the constituents of control 3 3 3-8
In relation to the spatial aspect 2 1 3-3
In relation to the subjects 6 1 3-5
In relation to the interrelations among subjects 2 2 2-4
In relation to the stages of obtaining information 2 1 2-2
In relation to the intensity of implementation 2 1 3-3
In relation to the forms of implementation 17 3 1-8
In relation to the elements of the method 2 1 3-5
In relation to the target direction 5 3 2-4
In relation to the character of controlling activities 2 1 2-2
In relation to methodical techniques 2 1 1-3

Some features have not only several names, but also a large number of control names that are combined by a par-
ticular feature. For example, the classification for the time of the control actions has 4 different names and 9 names of
control varieties within this feature. In some cases they do not even differ by their names or, if they differ by the name,
they have similar content. This situation proves the significant number of not only features, but also the names of the
control according to the selected features. They are similar in essence but different in names.

Studies have shown that the vast majority of scholars recognize the classification of control in relation to the sourc-
es of obtaining data, the method of implementation and the method of verification. However, there are viewpoints of
some authors who consider such distribution inappropriate [5, p. 63; 5, p. 64]. The latter justify their position that the
distribution of control into documentary and factual contrasts them with each other. The paradox is that factual control
is not based on these documents, and documentary of various objects does not include factual actions [5, p. 63]. In
addition, there are researchers who divide control into documentary and factual, but point out that, in the exercise of
control, techniques and methods of purely factual control, as well as purely documentary, do not exist. But in their
view, such a division is necessary for a more substantive audit of the interdependence and interrelation of factual
and documentary controls. The division is also necessary for a focused work on improving methodology, defining
functional responsibilities of economic and technical services for the implementation of preliminary, current and
subsequent control. This contributes to the efficiency and quality of the inspections carried out [6, p. 14]. In general,
we support the position of the last author, but at the same time, in our opinion, the name of the classification feature

according to the sources of obtaining data is not accurate since factual and documentary controls are singled out ac-
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cording to this feature. More precisely, the distribution into these varieties of control is presented in the works of the
authors who distinguish it by the method of control procedures, without emphasizing the sources of obtaining data [4,
p. 88; 10, p. 73]. If one considers factual and documentary controls depending on the sources of obtaining data, he can
really agree with the opponents of this approach because it is known that the factual control widely uses a variety of
information, including documentary (for example, during the inventory), and therefore it can no longer be considered
to be a purely factual control. However, considering the methods of implementation, the practice shows that such a
division of control objectively depends on the techniques through which it is implemented. Both factual and documen-
tary controls, along with common techniques, have their own methodical techniques.

L.V. Napadovska does not recognize the division of control into documentary and factual. One argument for this
is that the recognition of such a division contrasts the documentary control with the factual one. On the contrary, these
two types of controls should complement each other [7, p. 64]. We believe that this rationale is not entirely accurate,
because to admit it is to acknowledge the fact that all selected controls operate in isolation without complement and
interpenetration. Each of the types of controls identified by the classification is more or less complementary, but this
is not yet the indication that they cannot be considered in theory in isolation.

Thus, we believe that the division of controls, depending on the method of implementation into documentary and
factual, is sufficiently substantiated and practically necessary.

Depending on the periodicity of control activities (in some sources, the periodicity of implementation of the con-
trol, the duration of the control actions), some scientists allocate periodic, systematic and episodic controls. Along with
this, there are opinions according to which only periodic and systematic controls are singled out, and some authors
add to them sudden control. From our point of view, it is inappropriate to single out sudden control according to this
classification feature. In our opinion, periodic control can be both sudden and expected, which makes it inappropriate
to consider and separate it in the classification scheme. A substantiated position of B.I. Valuev confirms this fact. He
notes that periodic control can be carried out in a scheduled manner and not be sudden for financially responsible and
other executives [5, p. 64]. At the same time he gives an example that the inventory is carried out periodically, but it
should be sudden. We believe that any of these types of controls can be sudden. On this basis, the selection in the clas-
sification scheme of sudden control does not introduce anything fundamentally new in the disclosure of the essence of
control, and therefore is inappropriate. In support of the position of the earlier scholars, we consider it appropriate to
allocate episodic control. The difference between periodic and episodic controls objectively exists and it consists in the
fact that periodic control actions are carried out at the intervals determined by the subjects, and the need for episodic
control arises when it is necessary to check certain facts of activities that occur infrequently (episodically) however,
controls are required at the time of implementation (for example, changes in the entity’s share capital). However, it
should not be confused with one-time control, as episodic control is not always one-time.

Summarizing the most similar classification features by their content, we can see that a significant number of
authors (11 from the studied economic sources) single out control depending on the degree of coverage of the object.
The number of varieties of control singled out according to this feature varies from 2 to 6, indicating, first of all, the
inaccuracy of the feature classification and confusion in the definitions. In our opinion, there are no fundamental dif-
ferences that could form the basis for the allocation in the classification scheme of a new sub-variety of control, in the
definitions of general (complete) and continuous control; thematic (specialized, local, partial) and selective control.
From our point of view, the emergence of a new sub-variety or a new classification feature should reflect the funda-
mentally new qualities that the control has acquired in order to more accurately reveal its essence. In this case, in our
opinion, the classification scheme is exaggerated, and the name of the same phenomenon in different words is not a
valuable scientific attainment. Therefore, without much loss, the classification based on the degree of coverage of the
object should only divide it into continuous and selective.

From our point of view, it is inappropriate to classify the control into a guiding and filtering control according to
the character of the relation to the object. Guiding control is carried out in the course of economic activity. Its purpose
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is to adjust the activity and technological process to achieve the intended result. Filtering control is a variety of a
process control. Its purpose is to check compliance of the production process with the established standards. In case
of deviations, the process stops until the deviation is eliminated [8, p. 11-12]. Thus, these two varieties of control are
different in the stage of their conduct, which is determined by the specific task and the specific conditions of control,
and their purpose coincides to some extent with the current control. Therefore, both varieties of control are relevant
to the current one, so it is unnecessary to distinguish it separately. The same holds for the control singled out by the
authors according to the stages of implementation. They are preliminary, intermediate and final [2, p. 34-35; 8, p. 11].
In the definitions of these authors it is difficult to trace the difference between the types of control they define from
previous, current and expected. Therefore, we think, in this case there is a change of concepts.

According to the spatial aspect, some economists distinguish input, process and output control [2, 8]. At the same
time, one of the authors notes that the input control is carried out while accessing the system, the process control is
carried out in the process of economic activity, the final control is applied to verify final results of economic activity. In
our view, this approach is based on the general theory of systems, according to which control, as a system, is inherent
in input, process and output. And system-specific direct and feedback relations may cause the output of one business
(production) operation to be the input for the other, and vice versa. In this case, we completely agree with the author’s
statement, which emphasizes that the inputs and outputs during the implementation of economic transactions are rath-
er conditional, and the production process has many inputs and outputs [7, p. 63]. Therefore, in order to avoid confu-
sion in the control process, we consider it necessary not to include these types of control in its classification scheme.

In our opinion, it is also unreasonable to distinguish control on unilateral and multilateral in relation to the way of
relationships among employees, which is identified by some authors [2, 8]. At the same time, one of the authors adds
the distribution of control over the nature of the relationship between the controlling and the controlled subjects on
the control conditioned by the relations of subordination and the control which is not conditioned by such relations
[2, p. 36]. In general, this distribution is based on the nature of the relationship between the subjects of the control
actions. The unilateralism or multilateralism of control depends, in the main, on the type of task and the conditions
for exercising control. The variety of situations that arise in practice make it impossible to anticipate and establish the
unilateral or multilateral nature of a task. Therefore, in our view, it is inappropriate to distinguish control to unilateral
and multilateral, as well as conditioned or unconditional by the relations of subordination.

It is hardly possible to recognize the classification of control according to the intensity of its conduct as normal,
intensified, simplified, especially since the authors do not substantiate their position [2, 8]. It is impossible to identify
the conditions under which each type of control, selected by the authors, works. It is also not possible to determine the
reasons for their choice. Therefore, we believe that this position is subjective, unjustified, and therefore inappropriate
to distinguish these varieties.

There is a point of view according to which the forms of control are divided by the methods of its implementa-
tion. At the same time economic analysis, audit, inspection, observation and review are distinguished [6, p. 10]. In
this interpretation, they are both a form and a method of control. The falsity of these concepts is substantiated by B.1I.
Valuyev, who believes that it puts economic analysis, inspection, audit and verification with such methods of control
as logical-analytical, statistical and others, which are used in their implementation, as one line. Methods in methods is
such a logical conclusion that proceeds from this concept [5, p. 65]. In addition, the author notes that inspection and
verification are one-line concepts that have the same meaning, and therefore their division into separate elements is
inappropriate. In support of his position, we note that almost always the elements of the method of other managerial
functions are used during implementation of any managerial functions, but this does not yet indicate that any of them
is a method of the other.

Another approach is traced in the view of the author, who considers the audit, verification, economic analysis,
accounting verification of reporting not by methods of control, but by its form [1, p. 51]. In our opinion, this author is

closer to the truth. I.A. Belobzhetskyi rightly points out that in interpreting the forms of financial and economic con-
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trol, one should proceed from the relation of the content and form as general categories, which reflect the interrelation
of two sides of any reality. Content is the defining characteristic of the subject, and form is a way of expression and
internal organization that are modified to reflect changes in content. Therefore, the forms of financial and economic
control should be understood as the ways of specific expression and organization of control actions aimed at perform-
ing control functions [1, p. 50-51].

Based on the philosophical interpretations of the form of control, most successfully, from our point of view, they
are presented in the work of the Russian author V.V. Burtsev [2, p. 25-26]. In support of this position and based on the
above-mentioned information, we think that internal audit and structural-and-functional forms of control should be
distinguished. The choice of the form of internal control depends on the complexity of the organizational structure,
legal form, types and scales of activity, the expediency of coverage by control of different aspects of the activity, the
attitude of management to the organization of control. The organization of internal control in the form of internal audit
is inherent to large and some medium-sized enterprises, which possess, in the vast majority, the following features:
complicated organizational structure (divisional, matrix, conglomerate; numerous branches, subsidiaries), variety of
types of activities and possibilities of their cooperation, persistence of governing bodies to receive a sufficiently ob-
jective and independent assessment of the actions of managers at all levels. In addition to purely control tasks, internal
auditors can address the challenges of economic diagnostics, financial strategy development, marketing research,
management consulting, and more. It should be added that the internal audit institutes are to a certain extent also the
audit commissions. Their activity is regulated by the current legislation (this institute is common in joint stock com-
panies) [9, p. 40].

V.V. Burtsev states that in many organizations there is neither a department (sector, bureau, group, etc.) of internal
audit nor an audit committee (auditor). The author raises the issue of what form of internal control should be selected
for such organizations. In his view, which we fully support, the very notion of “structural and functional form of inter-
nal control” reflects the necessary control interaction of organizational units that correspond to their control functions.
For example, exercising control is directly the responsibility of any manager and should be included in the responsi-
bilities of each responsible person. Obviously, this form of control along with more advanced forms, which correspond
to the initial stage of development of internal control, are applied by all organizations, including large ones [2, p. 26].

It should be emphasized that the forms of control such as internal audit and structural-and-functional form of con-
trol were distinguished by us. They are identical to the constituents of the internal control system according to several
classification features which are accounting control, administrative control and internal audit [7, p. 71]. In our opinion,
accounting and administrative controls are carried out precisely through the implementation of control functions by
individual employees of the enterprise, and therefore they are a structural and functional form of internal control. This
indicates that there is no need to divide control into such classifications as functional orientation or components of
control, since this generates duplication of concepts and introduces nothing new to the development of control theory.

The structural-and-functional form of control is reflected through the identification of the subjects of control. The
subjects of control are: upper management of the enterprise, middle managers, heads of responsibility centres, certain
employees, public organizations [7, p. 59]. Generally speaking, we do not reject this approach, but believe that it is
conditioned by relationships of subordination, and thus narrows the notion of the subjects of control.

The authors also state that control is needed not only in the control system, but also directly in the production
system, at each workplace [8, p. 8]. Most successfully, from our point of view, the definition of subjects of control is
presented in the work of the author, who divides them into several groups: entities of control whose functional duties
include only performing control activities; entities of control, that are responsible for performing both control and oth-
er functions; entities of control whose duties do not directly include the performance of control functions, but due to
the production situation and the production needs they also perform control functions; entities of control that perform

control functions for the purpose of implementing the control functions assigned to them [8, p. 8].
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Accepting the viewpoints of the earlier scholars concerning subjects of control, V.V. Burtsev distributes subjects
of control into 4 levels and adds another level in case of emergence of new forms of ownership in the market environ-
ment, namely they are subjects-participants (owners) of the organization, that exercise control directly or indirectly,
i.e. with the help of independent experts, including external auditors [2, p. 28]. On the whole, we support the position
of this author, but believe that the distribution of objects by level is not quite correct. The use of such a term as “lev-
el” indicates the importance of each subject. In our view, control of subjects at all levels is important, necessary and
meaningful. In such a situation, first-level subjects appear to exercise more control than subjects of level 4 or 3, which
is incorrect. Therefore, in this case, to avoid emphasizing the distribution of subjects by significance level, we suggest
using the term “groups”. Thus, the structural and functional form of internal control is expressed in the definition of
its subjects, which are divided into the following groups:

- group 1 includes subjects of control that exercise control directly or indirectly through the involvement of experts
and external auditors (participants (owners) of the organization);

- group 2 includes subjects of control that are responsible for performing both control and other functions (admin-
istrative and management staff, staff servicing computer systems, accounting, commercial, security);

- group 3 includes subjects of control, whose duties do not directly include the performance of control functions,
but due to the production situation and production needs also perform control functions (the employee operating
the equipment must control the quality of his work, as this guarantees that he will accomplish his task);

- group 4 includes subjects of control that perform control functions in order to implement those management
functions that are assigned to them (financial department, human resources department, etc.) [9, p. 42-43].

We consider it inappropriate to distinguish classification feature by methodical techniques. The problem is that
implementation of control actions involves many techniques such as general science technique, techniques of related
sciences and own empirical techniques. It will not be sufficient to distinguish only own methods of control, and to
mix them with the techniques of related and general sciences since it will not indicate the specificity of control as an
independent branch of knowledge.

Inventing or borrowing various “good” names and terms from foreign sources is not a scientific result. They dot
not improve the theory of control and retard its development by complicating the perception of the same concepts in
different economic sources.

In our view, these are general disadvantages of the existent classifications of control. But, at the same time, the
above-mentioned statements are not the evidence of our negative attitude towards the efforts of the authors to find
solutions in this field. A number of recommendations made by them can be used to develop control theory and practice.

Considering the subject matter of this article, it seems to us that the classification of internal control should be
carried out according to the features presented in Table 2.

In relation to the object. It is advisable to distinguish three groups: the system as a whole, its subsystems and in-
dividual elements. This approach will allow considering the control function in relation to objects of any complexity
and target orientation up to the time of indivisibility of a business transaction. The issue of assigning an object to the
system or subsystem has to be solved taking into account specific tasks.

Time of implementation of control actions. In our opinion, it is obligatory to separate the control into preliminary
(preventive), current and subsequent. Preliminary (preventive) control takes effect long before the start of any business
operation. It recognizes the need and ability to achieve the goal by performing the planned operation. Preliminary
control is a part of earlier management activities. During the preliminary control the correctness of the set goals, the
truthfulness and accuracy of the forecasts made, the feasibility of the planned operation and the possibility of provid-
ing resources are also checked. Preliminary control is a preventive regulation of the object, which largely character-
izes the control as a specific and independent management function. The current control is carried out directly in the
process of implementation of management decisions and is a way of preventing, timely detection and elimination of

violations or errors in the activities of management and financially responsible persons. It allows actively intervening
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in their course at any stage, thereby to prevent deviations. The next control is carried out after the financial and eco-
nomic transactions or actions have been completed. Its peculiarity is that it allows detecting those deviations that are
not within the scope of preliminary and current control. Its purpose is to assess the quality of the work performed, the
legality and expediency of the operations and actions performed. Exercising this control requires complete documents
of the transactions. In the management of both the economy as a whole and an enterprise in particular, preliminary
and current controls are crucial if they perform all their functions. Then the role, value and costs of carrying out the
subsequent control are significantly reduced.

TABLE 2

CLASSIFICATION OF INTERNAL CONTROL

Classification feature Types of internal control
. . System
Relation to the object Subsystem
Element
Implementation time Preliminary (preventive)
Current
Subsequent
. T Systematic
Implementation periodicity Periodic
Episodic
Implementation forms Structural-and-functional
Internal audit
Implementation method Documentary
Factual
Completeness of coverage of the object of Complete
control Selective

The periodicity of implementation. There should be distinction among periodic, systematic and episodic controls.
Periodic control involves performing control actions at intervals defined by the controlling entity. Systematic control
is carried out as a constant supervision throughout the whole period of operation of the object according to the facts of
economic activities, which occur constantly. Episodic control involves carrying out of control actions when it is nec-
essary to verify certain facts of activity within the term determined by the subject of control. In addition, it is carried
out on the occasional activity, but from time to time, however, it needs to be monitored.

According to the implementation forms of control, it is advisable to distinguish internal audit and structur-
al-and-functional form of control.

The implementation method should be divided into documentary and factual controls. Documentary control is the
verification of the activity of the object using documented normative and factual information. Factual control involves
the use during the control of organoleptic and other fixing methods of the true quantitative and qualitative state of
resources, processes and results of activities of economic entities.

Completeness of coverage of the object of control. The most reasonable and revealing control function is to divide
it into complete and selective. Exercising control involves performing a variety of control procedures, depending on
which complete and selective controls are distinguished. Identification of the extent of research on volume of control
of the objects in the process of organizing controls has a major impact on its effectiveness. There are entities that can
be methodologically verified only in a continuous manner (cash transactions, fixed assets, etc.), but there are such
economic processes that are traditionally verified in a selective manner. Identification of the sampling degree, locality,

and emphasis on control objects require high level of professionalism and technological support.
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CONCLUSIONS:

The study of the classification of internal control enables drawing the following conclusions. First, there is no fun-
damental difference among the classification features of control as a whole and internal in particular. This is natural,
since internal control is a part of the overall control system, and therefore it has evolved in accordance with the eco-
nomic laws of its theory. Secondly, the evolution of the classification of internal control has been taking into account
the influence of social, economic and political relations that determined its orientation and subjects. Thirdly, for the
whole period since the concept of control emerged, and until now, there is no universally recognized and generally
accepted economic classification of internal control, since the distinction of classification features depends on the
purpose of the study, the objective, the nature of control actions, the features of the object to which the control will be
directed. Fourthly, the overwhelming number of researchers distinguish from 3 to 8 classification features. Too small
or “artificially over-stuffed” number of features does not lead to the improvement of internal control theory.

The research made it possible to formulate the author’s vision of the classification of internal control on the follow-
ing features: in relation to the object, time, periodicity, form, method of implementation and completeness of coverage
of the object of control. The proposed classification does not claim to be the only possible recognition, as now the
control system is rapidly transforming, globalizing and constantly raising new requirements for its effectiveness, both
at the state level and at the primary focus of the economy;, i.e. economic entities. The presented authorial classification
of internal control can be useful not only at the theoretical level, but also in practical terms while identifying the strat-
egy of building internal control systems.

The prospects for further research are seen in the development of internal control methodology at all levels of man-
agement, improvement of organizational regulations and the definition of industry specificity that affects the content

and sequence of control procedures.
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ADMINISTRATIVE BARRIERS TO THE
DEVELOPMENT OF ENTREPRENEURSHIP
AND THE PROBLEM OF THEIR FORECASTING

ABSTRACT. The purpose of the article is to discuss those conceptual
aspects of the issue of administrative barriers to the development of entrepre-
neurship (including small), which, according to the authors, deserve priority
consideration. Objectives of the article: 1) to characterize the essence of admin-
istrative barriers; 2) discuss approaches to their classification; 3) to reveal the
possibility of predicting the occurrence of these barriers.

The article contains generalizations that are of certain importance from
deepening the scientific development of the problem of administrative barriers
in the field of entrepreneurship. In the process of its preparation, systemic and
integrated approaches, methods of analysis and synthesis were used.

The main points of view on the essence of administrative barriers in the
field of entrepreneurial activity are discussed. The choice of the most acceptable
interpretation is made. A three-level classification of these barriers, proposed
by R. Malikov and K. Grishin. Indicated on its advantages and disadvantages.

The main methodological materials are described, in which the key method-
ological provisions are formulated regarding the implementation in Ukraine of
the examination of normative legal acts and their projects.

The following conclusions were drawn: 1) administrative barriers in the
field of entrepreneurial activity should be considered as formal and informal
actions (or lack thereof) of the administrative bodies of state (municipal) author-
ities using the regulatory framework, as well as bypassing it, hindering the legal
activities of business entities on various stages of the business life cycle; 2) the
classification of these barriers should take into account the regional aspect; 3)
their forecasting should primarily be carried out in the framework of examina-
tions of normative legal acts and their projects; 4) the main tool for predicting
administrative barriers is the method of expert assessments; 5) in addition to this
method, the sociological method, approbation method, comparative legal meth-
od, experiment, as well as extrapolation of trends and factorial mathematical
models can be used in forecasting administrative barriers.

Keywords: administrative barriers, classification, entrepreneurial activity,
expertise, forecasting methods.

O6MBIBNY. LEdGb BoDobos 3gbadgmdal gobgomaemgdabogals
2@3060bGMs 300 dangmgdal Lo ombal 08 3mb(393@ oMo sb3g-
J89d0b gobboemas (3ocm BmEob 8(306g), MmMBmgdo(s, 53&™Mgdolb sbGoom,
30omG0@g@am aobbomaol 08Loby@gdl. b ool 8abbgda: 1) 5©30b-
abEMoommo doMmngmgdol sMbol @absbnsmgds; 2) domn 3mobogoge-
(309 © doamBgdn; 3) godmagmabmb 538 domngMmgdal sGbgdmdal 3Mma-
B DaMgdob gbadmgdmmda.

LEdG0odn Imzgdymos  3ob6DmMasgdgda, MmIgmbsi aoM3394-
mo 860336gmmds od3b 89Bom3gmdal bLygmmdo ©BnbabEMs0gmo
doM0gMgdal 3Gmmadal 893609 mma g96300m069d0lb MgarbsdHob-
oo. 3obo ImIBogdalb 3Mm39Ldn aodmygbgdmmon 0dbs LobGgdnmo s
0b@9a3G0Mgdmemo 8ngmdgdon, s6smobabes @s bobogbab Bgommgda.

06M35BNIAN I3MBMINGd RO 3960135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, N2, 2019



30060 393363M, N1IAN RAEM DR, HALYNA KAPLENKO, YURII DROZD 73

Entrepreneurship has a special role in the economic life of the country. Therefore, ensuring the removal of barriers
to its development is one of the priority tasks of the administrative and legal regulation of the national economy. The
key to a successful solution to this problem is its theoretical understanding, which determines the relevance of the
topic of this article.

Among the scientific papers published after 2010 related to the chosen topic, we would first single out the follow-
ing: [1; 2; 3; 4; 5; 6; 7, 8].

The author of [1], G. Filyuk characterizes administrative barriers as «legal restrictions on certain types of econom-
ic activity, as well as the establishment by state bodies of mandatory rules for its conduct, the implementation of which
is associated with significant costs for entrepreneursy [1, p. 23]. However, he states:

«All types of administrative barriers may be divided into the following groups:

- barriers regulating access to resources and property rights to them (registration of a business entity, changing its
status, etc.);

- Dbarriers to acquiring rights to conduct business (licensing, certification, licensing system, trademark registration,
regulatory requirements);

- Dbarriers providing control over the economic activities of the enterprise (checks, sanctions for violations, state
support, coordination)» [1, p. 23].

This statement contradicts another provision of the work [1], namely the statement that «there are two main groups
of market barriers: barriers to entry to the market and barriers to exit the market» [1, p. 21], since, as we see, barriers
to exit the market cannot be attributed to any of the three groups of administrative barriers identified by G. Filyuk.

According to G. Filyuk, among the institutional factors hindering the development of entrepreneurship in Ukraine,
the largest share falls on administrative barriers. He believes that the presence of administrative barriers in the Ukrain-
ian economy is due to the action of such specific factors:

1) the desire of state and municipal authorities to maximize the regulation of economic activity, and this is primarily
due to the desire to create a demand for corruption services of officials;

2) the existence of the problem of access to potential competitors to limited resources;

3) the widespread use by government officials of their power to create administrative barriers that allow them to
receive bribes;

4) aclan-oligarchic model of government and the Ukrainian economy, as a result of which competition is develop-
ing not for the consumer, but around the normative legal acts adopted, and the authorities are forcibly distributing
market niches, giving the most profitable segments to «their» firms, which, in their, in turn, they transfer in favor
of these bodies or individual officials part of the excess profits;

5) a high rate of return on investments in the creation of administrative barriers, which is distributed between the
official and the lobbyist company;

6) ahigh level of corruption, which has become the main real source of remuneration for the vast majority of offi-
cials, and therefore the purpose of their tenure. At the same time, corruption is the biggest problem for small and
medium-sized businesses, since the amount of bribes may exceed the starting capital;

7) the significant role of administrative barriers in ensuring the filling of state and local budgets;

8) the lack of clear «rules of the game» that every market participant must adhere to (this situation gives rise to the
problem of a lack of ethics and a culture of doing business, legal culture, which, in turn, entails raiding);

9) the absence in Ukraine of a real arbiter who can ensure the implementation of the formally declared principle
of the rule of law in Ukraine, such a state of affairs when the judicial and law enforcement systems are tools to

support public anomalies that block the development of Ukraine];
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10) a low level of competition culture, a lack of proper attention to competition policy, and a lack of understanding
of the need to assign an active role to it in state economic policy [1, p. 26-28].

In [2], an analysis of the dynamics of the level of indicators of administrative barriers in Ukraine in 2003 — 2017
draws attention in the first place. This analysis, in particular, showed:

1)  for the period from 200 to 2016, the level of administrative barriers to entry into the domestic market significant-
ly decreased. At the same time, in 2017, it increased slightly in two indicators compared to the previous year, and
in one it exceeded the level of 2015;

2) the barriers to exit the Ukrainian domestic market were stably high;

3) trends in the dynamics of indicators characterizing property registration were encouraging;

4) there were positive changes in the dynamics of indicators characterizing administrative barriers related to the
Ukrainian tax system;

5) aninstitution for enforcing contracts in the courts was the only administrative barrier, the characteristics of which
in 2003 — 2017 had a tendency to deteriorate, [2, p. 16—17].

According to the author of [2], the main measures to reduce the level of administrative barriers in Ukraine
may be:

1) reduction of state regulation of economic activity through its deregulation;

2) improving the quality and accessibility of public services, ensuring openness of data, optimization of administra-
tive and managerial processes through the introduction of electronic governance in Ukraine;

3) prevention and counteraction of corruption in state bodies and local authorities;

4) the development of economic activity and the strengthening of the competitive environment through advocacy
of competition;

5) ensuring stable, accessible for understanding and law enforcement legislation of Ukraine;

6) reducing the number of procedures, the list of documents, improving and unifying the requirements that are
necessary for the state registration of an enterprise, for obtaining a license or other authorization document for a
certain type of business activity;

7)  counteraction to raider seizures of business and private property;

8) reduction of the fiscal burden on enterprises;

9) ensuring the operation of the principle of the rule of law and its implementation by judicial and law enforcement
agencies in Ukraine;

10) providing equal opportunities for access to financial resources to all business entities;

11) simplification of the formation and reporting to state authorities;

12) providing access to international systems of Internet payments [2, p. 18]. As you can see, these proposals are
mainly aimed at eliminating or minimizing the role of those factors that, according to G. Filyuk is favored by the
administrative barriers present in the Ukrainian economy.

In the article Z. Kvasnia noted that along with «systemic» reasons, the development of small business is also
limited by existing administrative barriers, namely, obstacles associated with the implementation by business entities
of the mandatory rules and procedures provided for by legal and regulatory acts, as well as the arbitrariness of public
authorities at various levels, which interferes the creation and development of small enterprises [3, p. 257]. To these
barriers Z. Kvasnii relates registration problems; imperfection of the licensing system; a significant number of regula-
tory bodies and their duplication of functions; bureaucratic actions of state executive authorities [3, p. 258].

The work of A. Tolmacheva proposes a conceptual approach, which involves the rejection of the «barrier» nature

of state regulation of entrepreneurial activity and its replacement with a set of rules supported by both the state and
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other economic entities. According to this approach, the following are necessary: 1) transition to the maximum possi-
ble simplification of the access of economic entities to the market while increasing the responsibility (primarily eco-
nomic) of all market participants, including the state, for the real result of activities; 2) shifting emphasis from control
of availability and correctness paperwork on the current economic activities of business entities to monitor the activity
itself (products, services provided) and the actual behavior of entrepreneurs in the market; 3) the creation of mecha-
nisms for the responsibility of economic agents not only to the state, but, above all, to each other. At the same time, the
main emphasis should be on simple and radical measures, the maximum reduction of contacts between businessmen
and officials, strict regulation without double-digit interpretations of the law, and ensuring complete transparency of
all procedures [4]. Novelty of the paper [5] is the rationale for new approaches to the definition of the concept «admin-
istrative barriers» and the development of expanded classification of administrative barriers.

Among the recent works, which address issues related to the methodology of forecasting administrative barriers,
the most noteworthy, in our opinion, doctoral dissertations of L. Chistokletova [6] and 1. Onishchuk [7], as well as
article [8].

In the dissertation, L. Chistokletova proposed and justified the concept of increasing the scientific level of fore-
casting administrative and legal threats to the security of business entities, and (which is important for us) the negative
consequences of administrative and legal regulation for it are also attributed to these threats.

In the framework of this concept:a) it is argued that the scientific principles of forecasting administrative and legal
threats to the security of business entities are the principles of systemic, comprehensive, scientific, phasing, continu-
ity, cost-effectiveness; b) it is shown that the stages of forecasting administrative and legal threats to the security of
business entities are: 1) the pre-prognosis orientation; 2) collection and system analysis of data about the object of
forecasting and the forecast background; 3) building a forecast; 4) its verification; 5) forecast correction; 6) registra-
tion of forecasting results and their acceptance by the customer; ¢) it was found that the main role in the development
of forecasts of administrative and legal threats to the security of business entities belongs to the method of expert
assessments:

- method of comparative legal studies;

- sociological method;

- method of testing which consists in the consideration of the draft legal act for potential actors in the implementa-
tion of its provisions with the aim of identifying shortcomings of the project, analysis of possible problems that
could cause the application of its provisions, and to develop recommendations for addressing these issues;

- experiment. Using this method, an organ that takes (makes) the normative act limits its effect in time, territory or
to persons;

- extrapolation of trends and factorial mathematical model [6, p. 13, 278].

In our view, it does not require special proof that the reasons L. Chistokletova have a direct relationship to the
prediction of administrative barriers in the sphere of entrepreneurial activities.

In the dissertation research I. Onishchuk much attention is paid to the methodological aspects of the anti-corrup-
tion examination of legal acts. It also summarizes the foreign experience in the examination of these acts.

In the article [8] the stages of the procedure of legal examination of normative legal acts with the allocation of
tasks, participants, the contents of each stage are disclosed, and the issue of withdrawal is considered legal expertise
of a normative legal act.

The aim of our article is to discuss those conceptual aspects of the issue of administrative barriers to the devel-
opment of entrepreneurship (including small), which, according to the authors, deserve a priority consideration. This
predetermined the choice of such tasks of the article: 1) to characterize the essence of administrative barriers; 2) to
discuss approaches to their classification; 3) to find out the possibility of predicting the occurrence of these barriers.

The issue of the nature of administrative barriers continues to be a contentious issue. For V. Volchik, they represent

part of the institutional barriers to the development of entrepreneurial activity consisting of two groups. One of them
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is formed by formal institutional barriers, which are direct consequences of the interventionist state economic policy,
the other by informal ones, i.e., those associated with corruption factors that impede the creation and functioning of
entrepreneurial structures, and introduce serious distortions to market coordination mechanisms. Barriers belonging
to the first of these groups are called administrative [9, p. 56-57]" . At the same time, there is a point of view according
to which administrative barriers are those related to corruption factors. In accordance with this point of view, admin-
istrative barriers are obstacles to the organization and implementation of entrepreneurial activity of entrepreneurship
created by individual officials of the executive authorities. [12, p. 40-41].

In our opinion, both points of view are too restrictive. We believe that those authors who adhere to such interpre-
tations are right: 1) administrative barriers «can be defined as mandatory rules for conducting certain activities in the
market established by decisions of government bodies that introduce payments for passing bureaucratic procedures,
and in many cases these payments do not go to the budget [13, p. 3]; 2) «the concept of» administrative barriers «is the
behavior of power structures that impede the formation of an institutional competitive environment» [14, p. 9]; 3) «in
terms of their economic content, administrative barriers restricting the behavior and economic initiative of entrepre-
neurship are a set of institutions, formal and informal rules and norms for organizing and carrying out entrepreneurial
activity, and also a mechanism for enforcing these rules, which provides for the use of stimulating or discouraging
sanctions « [15, c. 8]; 4) «administrative barriers in the field of entrepreneurial activity is a combination of formal
and informal actions (inaction) of administrative bodies of state (municipal) government using the existing or enacted
regulatory framework, as well as bypassing it, limiting and inhibiting the legitimate activities of entrepreneurial struc-
tures at various stages of the business life cycle» [5, c. 58]. Moreover, we believe that the latter is the most complete.

Turning to the issue of classifying administrative barriers, we note first of all that R. Malikov and K. Grishin. They
proposed a three-level classification. This distinguishes their approach from the simplified approach to the classifica-
tion of administrative barriers, which involves the formulation of simple lists of groups of these barriers 2.

The first level of the three-level classification is based on the following criterion: the sphere of relations between
government and business, where an administrative barrier arises. In accordance with this criterion, seven groups are
distinguished, namely: 1) administrative barriers in accessing and dealing with state (municipal) property and land; 2)
administrative barriers in accessing state (municipal) financing (state support, state order); 3) administrative barriers
in access to engineering and transport infrastructure; 4) administrative barriers in obtaining state (municipal) services;
5) administrative barriers in the exercise by the state (municipal) bodies of permissive, regulatory and control and su-
pervision functions; 6) administrative barriers caused by the activities of state judicial and law enforcement agencies;

7) administrative barriers in the form of illegal seizure of assets (raider seizures).

There is a more thorough interpretation of administrative barriers as formal institutions. So, according to ~ D. Makushina,
«The administrative barrier should be understood as barriers established by the State for organization which impede their
activities and do not lead to improvements in the State operating » [10, p. 52]. More inclusive interpretation of such type was
suggested by Z. Saidov, who substantiated, that administrative barriers «it is regulatory prohibitions, constraints, discretionary
powers of officers, unreasonably hindering or impeding the implementation of economic activities, expressed in unduly col-
lected payments and (or) artificially complicate the bureaucratic process, disproportionate to the intended purpose (outcome)
of economic activities» [11, p. 19].

As we saw above, a simplified approach was followed by G. Filiuk. Here is another example of this approach: «Administrative
barriers can be grouped as follows:

- in obtaining access to resources and rights of ownership (business registration, registration of changes in the status of the
enterprise, its founding documents, the right to lease land or premises, access to loans, equipment leasing, etc.)

- if you obtain the right to carry out economic activities (licensing activities, registration of products, certification of products
and services, etc.)

- the current implementation of economic activities (sanctions for violations of the rules, the coordination of decisions with

regulatory organizations, to obtain various benefits, etc.) » [13, p. 3].
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At the second level of classification, the criterion «form of relations between government and business in which an
administrative barrier arises» is used. According to this criterion, group «1» of the first level corresponds to two forms
of relations between government and business, in which an administrative barrier arises: 1) registration of property
(property, land) (including privatization, re-registration of property rights and the right to pre-emptive redemption of
leased property); 2) rent (property, land) (including extension of the lease and the right to preemptive lease); group
«2» - also two forms:1) state support; 2) state order; group «3» - one form: connection of facilities to the engineer-
ing and communal infrastructure; group «4» — two forms: 1) state registration; 2) the provision of information, the
preparation and issuance of certificates, other documents,etc.; group «5» — six forms: 1) issuance of building permits;
2) licensing; 3) state standards; 4) fiscal load; 5) mandatory reporting; 6) inspections of regulatory authorities; group
«6» two forms: 1) law enforcement; 2) judicial activity; «7» group — one: assistance of state bodies to raider seizure
of business [5, c. 58-60].

At the third level of the classification under consideration, specific types of administrative barriers appear that
correspond to each of the above forms of relations between government and business. The «registration of ownership»
form covers six types of administrative barriers: 1) refusal to register ownership with reference to the current regulato-
ry framework; 2) unmotivated refusal to register ownership; 3) the provision of administrative pressure (explicit, hid-
den) in order to force refusal of the transaction; 4) violation of the competitive bidding procedure; 5) the presentation
of additional requirements (documents, certificates); 6) delaying the time for resolving issues, misleading information,
administrative red tape; The «lease (property, land)» form - seven types: 1) refusal to conclude (extend) a lease agree-
ment with reference to the current regulatory framework; 2) unmotivated refusal to conclude (extend) the contract; 3)
the provision of administrative pressure (explicit, hidden) in order to force refusal of the transaction; 4) violation of
the competitive bidding procedure; 5) the presentation of additional requirements; 6) delaying the time for resolving
issues, misleading information, administrative red tape; 7) overpriced rent; The «state support» form - five types: 1)
refusal to provide state support with reference to the current regulatory framework; 2) unmotivated refusal to provide
such support; 3) violation of the bidding procedure (including in favor of certain individuals); 4) the presentation of
additional requirements (documents, certificates); 5) delaying the deadlines for resolving issues, misleading informa-
tion, administrative red tape; «state order» form - six types: 1) refusal to gain access to state orders with reference to
the current regulatory framework; 2) unmotivated refusal to gain access to state orders; 3) violation of the competitive
bidding procedure (including in favor of certain persons); 4) the presentation of additional requirements (documents,
certificates); 5) misrepresentation, administrative red tape; 6) delaying the terms (or refusal) of payment for work
performed under the state contract; The form «connecting facilities to the engineering and communal infrastructure»
- five types: 1) denial of access to the engineering and transport infrastructure with reference to the current regulatory
framework or lack of additional capacity; 2) unmotivated denial of access to engineering and transport infrastructure;
3) unreasonably high cost of connection and excessive operating tariffs; 4) the presentation of additional requirements
(projects, documents, certificates); 5) delaying the connection time, misrepresentation, administrative red tape; «state
registration» form - four types: 1) refusal of state registration with reference to the current regulatory framework;
2) unmotivated refusal of state registration; 3) the presentation of additional requirements (documents, certificates);
4) prolongation of the terms of state registration, misrepresentation, administrative red tape; The form «providing
information, preparing and issuing certificates, other documents, etc.» also includes four types: 1) refusal to provide
information (certificates, other documents) with reference to the current regulatory framework; 2) unmotivated refusal
to provide information; 3) presentation of additional requirements; 4) delaying the time for the provision of infor-
mation (certificates, other documents), misrepresentation, administrative red tape; The form «issuance of a building
permity - five types: 1) refusal of a building permit with reference to the current regulatory framework; 2) unmotivated
refusal of a building permission; 3) the provision of administrative pressure (explicit, hidden) in order to force the
abandonment of construction; 4) the presentation of additional requirements (documents, certificates); 5) delaying the

issuance of building permits, misrepresentation, administrative red tape; «licensing» form - four types: 1) refusal to
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obtain a license with reference to the current regulatory framework; 2) unmotivated refusal to obtain a license; 3) the
presentation of additional requirements (documents, certificates); 4) prolongation of the terms for issuing a license,
misrepresentation, administrative red tape [5, p. 58 - 60].

Forms of «state standards»; «Fiscal load»; «Mandatory reporting» corresponds to one type of administrative bar-
riers. These are redundancy and inconsistency of the requirements of state standards, the lack of connection between
the requirements of state standards and ensuring security; excess fiscal load; redundancy of mandatory reporting. Two
types of administrative barriers are covered by the form of «verification of control and oversight bodies», namely:
1) violation of the law during inspections; 2) «custom» checks. Five types of these barriers correspond to the form
of «law enforcement activity»: 1) the refusal of law enforcement agencies to respond to illegal actions against an ap-
pealing entrepreneur, with reference to the current regulatory framework; 2) unmotivated refusal of law enforcement
agencies to respond to unlawful actions against the applying entreprencur; 3) delays in the timing of the provision of
information, misrepresentation, administrative red tape in the investigation of offenses; 4) unlawful interference by
law enforcement agencies in the business activities of a business entity, formal and informal pressure on the business;
5) «ordered» criminal or administrative prosecution. The form «judicial activity» covers two types of administrative
barriers: 1) the illegality of judicial decisions; 2) delaying the execution of court decisions. It covers two types of
administrative barriers and the form «assistance of state bodies to raider seizure of a business», namely: 1) assistance
to authorities in the deliberate bankruptcy of an enterprise in order to seize rights to assets; 2) raider capture with the
support of state (municipal) authorities. [5, p. 60].

In addition to the above classification, R. Malikova and K. Grishin we find a proposal to distinguish intentional (ar-
tificial) and unintended administrative barriers. The former are formed in order to provide preferences in the interests
of certain persons or in order to receive rent by the official (group of officials), who creates the creation of a particular
administrative barrier, the latter - due to excessive regulation and unreasonable burdensome current legislation gov-
erning the implementation of entrepreneurial activity, as well as low the effectiveness of the bureaucratic apparatus
[16, c. 58].

One of the drawbacks of the above approach to the classification of administrative barriers is the defiance of the
fact that there are administrative barriers to exit the market — factors that prevent firms from leaving the market with-
out significant losses. Regional administrative barriers are not taken into account in this approach.

Prediction of administrative barriers to the development of entrepreneurial activity should primarily be carried out
as part of the examination of regulatory legal acts and their projects. The methodological provisions regarding the
conduct of such an examination in Ukraine are formulated in the Methodological Recommendations for conducting a
legal examination of draft regulatory legal acts approved by the resolution of the Board of the Ministry of Justice of
Ukraine dated November 21, 2000 No. 41 [16]. These recommendations provide four types of expertise:

1) primary, i.e., that which is carried out for the first time in accordance with the procedure defined by the Meth-
odological Recommendations;

2) repeated. It is carried out for the second time, within the scope of the initial examination or in relation to a new
subject, in the presence of reasonable comments by the developers or other participants in the process of considering
the draft regulatory act. A repeated legal examination may be carried out by an expert or a group of experts who per-
formed the initial examination, by another expert or a group of experts;

3) additional. It is carried out if significant changes and additions are made to the regulatory legal act in the process
of its finalization, as well as in the event of a change socio-economic relations that make up the subject of legal regu-
lation of this project. Additional legal expertise is usually carried out by the same expert or the same group of experts
who conducted the initial examination.

4) control. It is carried out if there are significant disagreements between the conclusions of the initial and repeated
examination on the draft regulatory legal act. Control legal expertise is always carried out by a new expert or a new
group of experts.
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According to the named methodological document, the examination of the draft regulatory legal act in-
cludes the following stages:

1) determination of typical characteristics of a normative legal act (subject, regulation method, type) and the degree
of its compliance with the foundations of the legal system (conceptual assessment);

2) determination of the degree of accounting for the practice of normative regulation of this or a similar sphere of
public relations, the establishment of all substantive relationships of the provisions of the project with the norms
contained in other normative acts (systematic legal assessment);

3) determination of the degree of compliance of the normative legal act as a whole and its individual elements (legal
institutions, group of norms, individual norms, legal terms) with the requirements of legal technology (legal and
technical assessment);

4) generalization of individual assessments and the formulation of a general conclusion regarding the further pas-
sage of a regulatory legal act (expert opinion).

Over time, proposals appeared in Ukrainian scientific literature aimed at clarifying the methodological recom-
mendations under consideration. So, in the already mentioned work [8], the examination of a normative legal act is
considered as one of the stages of this examination® and includes six substages. These are: 1) conceptual assessment;
2) systemic legal assessment; 3) comparative legal assessment; 4) technical and legal assessment; 5) verification of
the object of examination using the hermeneutic method for compliance with the text of the object of examination
«the true content of the rule of law», which reveals the will of the legislator, with, if necessary, consultations with the
lawmaker; 6) drawing up an expert opinion [8, p. 60-62].

Serious help in predicting administrative barriers to the development of entrepreneurial activity in Ukraine should
be recognized as the document «Methodology for conducting anti-corruption expertise» (hereinafter «Methodology
...», approved by order of the Ministry of Justice of Ukraine on April 24, 2017 No. 1395/5 [17] In this document,
anti-corruption expertise refers to the activity of search in the legal acts, drafts of normative legal acts provisions that
alone or in combination with other norms may facilitate the Commission of corruption offenses or offenses related
to corruption. According to the «Methodology ...» during the examination, the following corruption factors are iden-
tified and evaluated: 1) fuzzy definition of the functions, rights, duties, and responsibilities of state authorities and
local self-government, persons authorized to perform the functions of the state or local government; 2) the creation of
excessive burdens for recipients of administrative services; 3) absence or vagueness of administrative procedures; 4)
absence or shortcomings of competitive (tender) procedures. To identify corruption-generating factors in a regulatory
act, a draft regulatory act, in the «Methodology ...» indicators of corruption genericity are established. The elimination
of identified corruption-causing factors can be carried out by: 1) specifying the provisions of a regulatory act, a draft
regulatory act; 2) inclusion in the normative legal act, draft normative legal act of reference norms stipulating the need
to use the provisions of other normative legal acts; 3) reflection in the regulatory legal act, draft regulatory act of the
expanded (full) procedures.

So, we can draw the following conclusions: 1) administrative barriers in the field of entrepreneurial activity should
be considered as formal and informal actions (or lack thereof) of administrative bodies of the state (municipal) govern-
ment using the regulatory framework, as well as bypassing it, which impede legal activity business entities at various
stages of the business life cycle; 2) forecasting these barriers must first be carried out in the framework of expertise of
legal acts and their projects; 3) the set of tools for obtaining predictive assessments regarding administrative barriers
includes the method of expert assessments, which plays the main role in this complex, as well as the sociological
method, approbation method, comparative legal method, experiment, extrapolation of trends and factorial mathemat-

ical models.

3 According to the authors of [8], the stages of the procedure of legal examination of draft normative-legal act are: 1) formaliza-

tion of relations between the customer and the examiner; 2) the preparation of its implementation; 3) expertise; 4) obtaining

and implementing the results of the examination by the customer [8, p. 60].
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SOME ASPECTS OF THE USE OF SYSTEM
METHODOLOGY IN THE CONTEXT OF CRISIS
MANAGEMENT AT THE CITY LEVEL

ABSTRACT. The article discusses the theoretical concepts that, in the au-
thor’s opinion, can serve as a basis for developing theoretical approaches and
practical recommendations for building a crisis management system at the city
level. The theoretical foundations of the systematic methodology methodology
for describing the city as a dynamic, open system, large non-equilibrium system
are analyzed. Since the XIX century.the countries of the western world entered
the era of the industrial revolution. The new way of life, the development of
science and industry have had a tremendous impact on all aspects of society.
At this time, the problems of social, economic and environmental nature have
sharply escalated in major cities of the world. Architects and urban planners of
the time began to propose various urban planning concepts that sought to solve
new problems arising from the development of technical civilization. Similar
theories and concepts continued to emerge later, throughout the XX century.
Note the main trends that characterize the development of cities in this period.

For better understanding, it will be convenient to divide all concepts into
two main groups: urban and anti-urban. Such a separation may seem rather con-
ditional, and for some concepts it can be applied with great tension, but it does
help to identify two different approaches. The difference is that the urbanist ap-
proach proposes to solve the environmental problems of the modern city at the
expense of population concentration, whereas in the anti-urbanist approach it is
done at the expense of the dispersal of people in the natural environment. In each
case, it offers its rational justification for choosing one or the other approach.

Factors that may contribute to the sustainability of such a system have been
identified. It is pointed out that the processes of self-organization of city res-
idents reduce the likelihood of crisis occurrence at the city level. And this, in
turn, increases the possibility of city development on the basis of sustainability.

Keywords: city, system, authorities, city development processes, crisis man-

agement, crisis phenomena, city management.
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Solution of the problem in general. The processes of political, economic and social transformation taking place
in Ukraine, the challenges of a turbulent and dynamic external environment have actualized the problems of introduc-
ing crisis management into the city system along with the spread of decentralization processes, the implementation of
democracy by public participation in the processes of local government self-government.The city is a complex mul-
tilevel system that has internal dynamics and is an essential element of the national economy. The economic system
of the city is characterized by a combination of social, economic, environmental, information and other components,
a large number of various elements and connections, the circulation of significant flows of material, financial and
information resources.

The urgency of putting into practice the activities of local self-government bodies at the city level of crisis man-
agement is conditioned by the absence of models, functions, competencies, mechanisms, systems of anti-crisis man-
agement in the city management system (except for specialized units for emergency management), which leads to
unpreparedness, lack of timeliness city government bodies on the emergence and overcoming of crisis phenomena of
different levels of scale and danger.

Analysis of recent research and publications. Crisis management issues have become the subject of attention of
many domestic and foreign scholars who study management, scientific and practical problems of regional policy and
management of the local economy and finances, etc. Today there are a number of theories explaining the causes and
development of crisis phenomena in nature and society, which have been reflected in the works of R. Akoff, V. Arnold,
0. Bogdanov, N. Kondratiev, J. Keynes, K. Marx, I. Prigogin, P. Samuelson, P. Sorokin, A. Toffler, F. von Hayek, J.
Schumpeter and other researchers.Some well-known scientists like Y.P. Bytyak, V.I. Bordeniuk, R.L. Brusak, V.M.
Vakulenko, G.O. Drobenko, S.S. Maksimenko, V.V.Mamonova, M.M. Mykolaychuk, Yu.B. Newlyweds, I.V. Na-
gornaya, V.I. Nudelman, S.E .Sakhanenko, O.F. Tkachuk, O.I.Cheban, I.A. Chikarenko and more. All this testifies to
the relevance of the development of theoretical and organizational foundations of anti-crisis management of the city.

Highlighting previously unresolved parts of a common problem. But despite the wide range of domestic and
foreign studies in the field of anti-crisis management, in the modern science of public administration has not been paid
sufficient and due attention to the complex study of theoretical and organizational principles of anti-crisis management
of the city. The problems of creation of a system of anti-crisis management of the city on which crisis management in
activity of local self-government bodies at the city level is based are insufficiently considered. The above, as well as
the need for research to improve anti-crisis management processes in the context of city governance, specific methods
that can provide risk analysis and crisis prevention at the city level, determine the relevance of the article.

Formulating the goals of the article.The purpose of the article is to analyze theoretical concepts of city consid-

eration in the context of directions of crisis management at the city level.
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Presenting main material. As determined by V.M. Babayev, in the management of a big city lies the main social
contradiction - between the processes of managing the functioning, on the one hand, and development management,
on the other, that is, between the present city (functioning) and its future (development), which is able to either stim-
ulate and ensure full development and vitality of the city system, or significantly slow them down, because in a situa-
tion of constant resource constraint (and even more so in the conditions of drastic changes in the political, economic,
social, cultural spheres of Ukrainian society) «m ybutnye “diverts significant resources today, but the desired result
can be far removed in time, in fact - is not always guaranteed [1, p. 9].

The city can be broadly defined as the place of compact living of people, which satisfies their needs for life support,
safety, communication and personal development on the basis of common cultural, social, national and other interests.

Analyzing scientific sources, one can define the essence of the concept of «city management» as a set of actions
undertaken by the city representative government and its executive bodies and intended to help create a comfortable
environment for living in the city, its functioning in the system of settlements of the state.

From the point of view of city management, this approach is typical, when using the city is considered through the
combined activities of managers and business structures. In this context, the main success factors are the development
of various urban development programs and forms of governance . For the builders and managers, the basic approach
is the engineering approach, which represents the city as a complex mechanism for ensuring the lives of citizens and
as a functional space for production activities. The city in this case is considered in the form of drawings and diagrams.
In this approach, the major factor in the development of the city is the change of generations of engineering systems,
planning structures of the city, which is reflected in the master plans, topographic plans, land cadastres, etc. In the
study of urban development management, the approach is often used to consider the city as a certain ideal object.

This approach is characteristic of economic-geographical studies. This approach explores and describes the city in
the form of graphs, tables characterizing the change in various parameters that are used as justification for city spatial
and economic planning projects, social policies and more.

For architects, the approach that describes the city as a form and making it a major task is closer. Valuable charac-
teristics in this case are originality, novelty, conceptualism. The history of the city is a change of principles of organ-
ization of urban space and demonstration of it in specific objects and complexes. City residents carry a whole range
of approaches.In our opinion, non-governmental organizations have a more specific approach that views the city from
the point of view of organizing life processes. In this context, the city acts as a kind of environment for the cultivation
and existence of “natural” urban organisms [2]. In this context, the main factor is the perception and understanding
of the city residents by the forms of organization and functioning of the city. In [3], it is argued that the city can be
seen as a place in which the rights of citizenship need to be constantly fought in the context of the need to create an
environment and new conditions for the development of public and public sphere. The development of the city, in this
case, should be understood as a result of the process of social innovation, in which all its inhabitants are involved [3,
p-141]. From the point of view of the city’s development, as a certain socio-economic integrity, it is first and foremost
a market settlement that emerged and developed as a result of social, territorial division of labor

It can be defined that the city is: a system of territorial division of labor, which is carried out through a constantly
existing market, diversification, cooperation and concentration of types of production; concentration of residents who
interact in production, consumption, housing, etc .; accumulation of material funds, buildings, structures, utilities,
green spaces, etc .; territory that has a statutory status. andcharacterized by a specific environment (social, industrial,
natural, architectural, political). A city may be considered a settlement on the territory of which there are industrial
enterprises, communal facilities, housing stock, a network of socio-cultural institutions with a population of more than
10 thousand inhabitants, the vast majority of which are employed in non-agrarian activities [4] .

The city can be considered as such a settlement that is formed historically or created on the state initiative, which is
categorized as a city according to the current legislation, within the territory of which a self-organizing and function-

ing urban territorial community has a corresponding economic, ecological, technical, social- cultural infrastructure,
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the organization of political and public life and the rights to resolve issues of functioning and development, defined
and enshrined in the Constitution, laws of Ukraine and the statute erytorialnoyi community.

The city as a complex dynamic system, which is developing by itself, can no longer develop today only on the
basis of administration and non-systematic monitoring of information coming to the city council. D. Forrester points
out that the city is a dynamic system that is sensitive to administrative innovation. The long-term (long-term) reaction
to any administrative innovation is often manifested in the opposite reaction to it [5].

But it is not even as information, because it is not the main obstacle to improving the efficiency of city manage-
ment. The obstacle is still the lack of readiness in the city-level management structures and the ability to analyze and
organize information in a form that reflects the structure of the real city system, willingness to cooperate with business
representatives and public organizations in solving important problems on the basis of partnership, participatory in-
teraction. To do this, first of all, it is necessary to increase the motivation of representatives of different subsystems of
the city to cooperate, to provide an opportunity to use resources of different sectors of the city community effectively
to solve problems [6].

The city can be attributed to complex, dynamic, adaptive systems that are characterized by synergistic develop-
ment. In the late 60°s in the work of J. Forrester “Dynamics of city development” the city referred to the systems of
the twelfth order, where the “order” of the system was determined by the number of equations of a certain level used
in the description of the system to which the city belonged [5, p.118]. Belgian scientist I. Prigozhin and Greek scientist
G. Nicolis present results that illustrate the dangers of city planning based on statistical methods of extrapolating past
experience directly. They propose a method of dynamic modeling of the city, when adaptation opportunities are the
main source of development of such a system as a city, which allows society to exist for a long time, to update itself
and to find original ways of development [7, p.93].

Today, cities are developing new subsystems and types of activity that are directly related to the city. A multitude
of functioning subsystems of systems, each with its own goals, objectives, conditions of operation and development,
combined by multilateral links, all located in one territory, constitute the system of a modern city.

Complicating the structure and processes of the city without proper improvement of management tools and meth-
ods leads to a decrease in the effectiveness of its management, unpredictable negative consequences. The lack of
holistic scientific approaches to considering a city as a large complex dynamic system causes its subsystems to lose
their integrity, cease to be effectively organized. This is manifested, first of all, in the development of master plans
of cities, comprehensive targeted programs of social and economic development, in the formation of a coordinated
impact on their development.

One example of the complication of city functioning as a system is the problem of agglomerations. As the city
grows and develops, it is difficult to maintain its size and at low rates it overcomes natural and territorial boundaries.
The dynamic growth of the industrial and economic complex, the resulting development of infrastructure, the increase
in the standard of living of the local population create conditions for the growth of the population in need of quality,
the level of management, and, as a consequence, requires the development of even more territory, which is generally
only possible at the expense of adjacent territories. n the current conditions of social development the city is a multi-
functional complex settlement. Number of functions [8, p. 31-32] performed by the city increases depending on the
size of the socio-economic, geopolitical potential of the city. As noted in their works M. Lesechko, A. Chemeris [9],
a large city is inherently a powerful information, transportation and energy structure. Big cities are agglomerations
with different levels of development. Taking into account the surrounding settlements, their population increases by
115 - 140% compared to the city’s own population [9, p. 194]. Typical for the development of large cities is a linear
arrangement along the thoroughfares, then filling the space and returning to a compact shape, but already in a much
larger area, that is, radial-annular filling.

Therefore, the city is a complex system whose management problems can be considered in various aspects. Urban
management remains one of the most complex and undeveloped problems associated with urban growth and trans-
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formation into urban systems [6]. City management is impossible without taking into account the requirements of the
laws of operation and development of systems. Of great importance is the law of necessary diversity, which results in
the conclusion that it is impossible to create a typical and simple management system capable of effectively managing
such a complex dynamic system as a city (especially a large and a large city). Taking into account the requirements of
the law of feedback allows on a scientific basis to manage the city, make informed decisions about various problems
of its development.

The most appropriate, in our opinion, is a combination of socio-economic and legal aspects of governance, ie a
systemic and economic-legal approach. The goals of the city governing bodies determine the main functions of these
bodies. Conditionally, management functions can be divided into the following groups: management, economic, eco-
nomic, environmental, socio-demographic and socio-cultural. Each of these groups contains functions of managing a
specific sphere of urban economy (city subsystem).

Therefore, according to the purpose of the study, the organizational structure of the city crisis management system
should provide:
® managing the city as a single economic complex (single system);
® managing the operation of the city’s subsystem
® prompt decision-making;
® widespread involvement of residents in urban governance through a partnership system.

The organizational management mechanism as a process should include:
setting goals;
determining the means of achieving the objectives;

management decisions;

monitoring the implementation of decisions and providing feedback.
With regard to the management of such a specific entity, which is a city, the following main groups of goals are
identified:
a) the first group of goals is related to improving the living standards of the city residents both in material and spir-
itual aspects;
b) the second group of goals is related to the exercise of powers delegated by the state;
c) the third group of objectives relates to the capitals of the states and cities with special status [11].

Considering the city as a system, it is advisable to turn to the ideas of V.G. Afanasieva, which names a number of
basic features by which systems can be described as integral entities: integral properties (systematic), that is, those
properties that are not possessed by any of the elements forming the system; the elements, components, parts of which
the system is formed; structure, that is, defined relationships and relationships between parts and elements; the func-
tional characteristics of the system as a whole and the characteristics of its individual components; communicative
properties of the system, which are manifested in two forms: in the form of interaction with the external environment
and in the form of interaction of the system with the sub- and supersystems, systems of lower or higher order, in re-
spect of which it acts as part (subsystem) or as a whole; historicity, or connection of the past, present and future in the
system and its components [12]. Management is carried out in systems in which there is a network of cause and effect
relationships that are able to move from one state to another within a given basic quality. This process ensures the
stabilization and development of the system, maintaining its qualitative certainty, maintaining a dynamic interaction
with the environment. As such systems operate under conditions of continuous changes of the internal and external
environment, the task of management is to respond as expediently and as quickly as possible to these changes, which
is ensured by timely restructuring of the functional and organizational structures of the system in accordance with its
inherent regularities and trends.

With the help of general system properties and features, we will describe the city that the dissertation belongs to

socio-economic systems. Like other social systems, the city is an open system because there is a constant exchange of
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people, energy and information between it and the external environment. In this context, the city is a dynamic system
because it functions in the conditions of dynamic changes of the external and internal environment (changes in the
internal states of such a system are caused by changes in the external environment). The process of functioning of the
city takes place in the context of changing strategic and operational goals, the emergence of new tasks, in accordance
with changes in the external and internal environment. The city’s subsystems and components emerge, form and op-
erate in accordance with defined goals, which contain a conscious need for city residents to improve their quality of
life, achieve political and economic stability, high levels of social development, etc. The target characteristics of the
system are essential features of systems with active behavior, which involves the transformation of the environment
according to existing needs and goals. Active behavior systems have been termed targeted [7]. These include the city
in the modern period of state development. The main difference between all purposeful systems, including cities,
from others is that they are inherently “multifunctional”. This means that in different external environments, both the
system itself and its elements and subsystems can alter goals and methods for achieving results. Due to the variability
in their actions and the results obtained, these systems can gain relative independence from the environment and the
environment.

Within purposeful and dynamic systems, the city can be classified as developing. This is because in the process
of social, social and economic development it is also improved and developed in structural, functional, historical and
other aspects. It is clear that the city as a system must function and develop not spontaneously. Changes occurring
within it must be orderly in nature through management. The orderliness of existing structural and functional compo-
nents, their integration and interaction with the environment should be ensured by the city itself and its management
mechanisms.

From the standpoint of system methodology, one can consider the process of city management as a process of or-
dering elements of the system in order to reduce uncertainties in the processes of functioning and development caused
by destructive influences on the elements of the system from the outside and from the inside. The result of such a pro-
cess depends on the quality of the system’s connections with the external environment and the connections between
the elements and components of the system. P.K .Anokhin emphasized that for the formation of the system, it is not so
much the simple interaction of any set of elements as their interaction in obtaining the integral, general effect, result,
purpose for which and through which the elements are organized into the system [13, p .143].

It is known that the same system object (in our case this city) can be viewed from different sides, it allows many
principles, principles and criteria for its division into elements. The choice of criteria for such distribution is usually
determined by the tasks and purpose of the systematic review, by certain conditions, or by the strategy for the devel-
opment of the system. When studying a city as a system, both the factor-forming factor and the initial and boundary
conditions of its functioning must be given at the same time. Since the city as a system is purposeful, all structural
transformations in it - composition, degree of participation in its activity of different elements, are determined primar-
ily by the extent to which certain elements and components contribute to the achievement of a certain result - the goals
of its functioning. Therefore, the functional aspect of city development must be taken into account when allocating
system-forming factors. The absence of such system-forming factors may lead to the replacement of one system by
another, which may consist of the same elements but will require consideration from another position.

To avoid such substitution when considering the city as a system, the choice of the system-forming factor can be
considered one of the important points. In the work [15] suggested such system-forming factors for considering the
city as a system: population, natural anthropogenic environment, space and economy. Presence of integrative prop-
erties, integrity, emergence are the features that distinguish social system objects from non-system ones. Depending
on the purpose, place in society, type of state and relations between citizens and the state, it is possible to determine
the following basic levels of consideration of the city as a system: the first level, the widest and the most difficult it
is concrete - the historical society, the totality of all elements of society, the whole complex of social ties. relation-

ships (economic, political, social, religious, national, cultural, spiritual, etc.); the second level of consideration is the
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association of smaller people (social and ethnic groups, social associations, institutions, industrial and communal
property, etc.). In any social system of appropriate complexity, at any level of organization, a person usually acts as
an individual who sets certain goals and seeks to achieve them; man is the main subject and object of management,
the main element of the social system.

The second group of components of the social system, which we consider the city, can be attributed to processes
(economic, social, political, spiritual, communicative, cultural, transformational, etc.), the totality of which is a change
in the states of the system as a whole, or some of its subsystems. These processes can be progressive and regressive,
but they are triggered by the activities of people, social and professional groups, organizations, and others.

The third group of components of the social system consists of objects, that is, such things that are involved in the
economic, social, political component of social life, the so-called objects of a second nature (structures, tools that are
created; residents of the city and used in the processes of activity). Social systems (to which we refer to the city) fit
the definition of tectological systems.The tectological mechanism of their functioning is the formation of a systemic
complex, that is, the combination of a set of elements in a certain ordering. Within this system there are processes
of regulating the interaction of the elements that comprise it. Such processes are aimed at developing and enhancing
adaptation to the external environment. It can be argued that adapting the city to the conditions of modern reform is
not just an adaptation, but always a development that goes the way of systematic differentiation towards maximizing
the city’s sustainability as a system by forming additional connections inside and outside it.

The fourth group of components of the social system are components of the spiritual nature (that is, social ideas,
theories, cultural, ethical values, guidelines, attitudes, beliefs), which are conditioned by the actions and actions of dif-
ferent social groups and individuals. In social systems, including in the city, conscious management is complemented
by self-organization, which is generated by natural influences on the processes that take place in the system. The city
system is an open nonequilibrium system. The processes of self-organization in such systems begin with random ex-
ternal influences or fluctuations, which are not suppressed in the nonequilibrium system, but on the contrary, intensify,
leading to the formation of a new dynamic structure.

When creating new systems through self-organization, cooperative processes based on the coherent interaction of
the elements of the new system play an important role. Self-organization, which can usually be done on the principle
of negative feedback, establishes a new spontaneous order in the system, since it is not created by external forces, as
in the ordinary system, but is created by other reasons. Equilibrium support in the new system will already be based on
the principle of positive feedback. Any social system, including the city, is prone to fluctuations or random deviations
from equilibrium. And when it is in an unstable state, through interaction with a dynamic external environment, these
fluctuations will intensify and, eventually, will change the existing structure and order.

Conclusions from this study. However, this destructive aspect is usually supplemented by a constructive one. The
content of this statement is that, as a result of interaction, the elements of the old system produce concerted, collec-
tive behavior, so that processes of cooperation emerge in the system and spontaneously form a new order and a new
equilibrium. Due to the interaction of a large number of random factors in open nonequilibrium systems, their mutual
harmonization occurs and new structures emerge. Taking into account the analysis of levels, social sections, structure
of components and subsystems of a city, as a social system, it is possible to determine its system-forming factors that
can increase the effectiveness of its sustainable development:
® overall strategic goal of city development;
® subordination of the goals of each component to the overall purpose of the city development and awareness and

understanding of the city by the residents of the overall purpose of its development;
®  cxistence of organization and coordination between elements, components, subsystems of the city.
The city can be broadly defined as the place of compact living of people, which satisfies their needs for life support,

safety, communication and personal development on the basis of common cultural, social, national and other interests.

06M35BNIMN I3MEMINId R 3360135/ INNOVATIVE ECONOMICS AND MANAGEMENT VOL. VI, Ne2, 2019



88 3360%X33660 R 39643380630 - MANAGEMENT AND MARKETING

These recommendations can be useful in developing urban development strategies that will enhance sustainable de-
velopment in a particular city and in the world.
Prospects for further research. In the future we plan to consider the organizational principles of the city crisis

management system in the context of the analyzed conceptual approaches to city development.
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CONCEPTUAL APPROACHES TO FORMATION
OF COMPANY’S ACCOUNTING POLICY FOR TAX
PURPOSES AND TAX ACCOUNTING ORGANIZATION

ABSTRACT. In the article the issues of determining the models of com-
pany’s accounting policy and tax accounting organization, peculiarities of their
functioning, formation of the information basis for the calculation of tax pay-
ments and making tax reports have been considered.

The principles of formation of accounting policy for the purpose of taxation
have been elaborated. The tasks of accounting policy for the purpose of taxation
have been characterized. Factors and problems which have influence on the pro-
cess of realization of this policy have been analyzed.

On the basis of summarizing the experience of the application of approaches
to construction the tax accounting in enterprises’ practical activities it have been
identified three models of its organization. Under conditions of using each of
the identified models it has been outlined the procedure of forming information
complex of data for the purpose of calculating tax payments and concluding tax
reports. The place and role of the primary documents and accounting registers
intended to systematize and accumulate information about the object of taxation
were studied. The approaches to construction of models of tax accounting organ-
ization under the current law have been defined.

Keywords: accounting policy, taxation system, taxation policy, tax account-

ing, information data set, accounting registers, tax payments, taxpayer, tax base.
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The purpose of the article is to determine: (1) the key parameters for the formation of accounting policy for
tax purposes, its tasks, factors and problems that affect the implementation of the accounting policy; (2) the models
of organization of tax accounting, the peculiarities of their functioning, the procedure of formation of the information
range of data for the calculation of tax payments and the compilation of tax reporting in the context of the use of ap-
propriate models.

Originality and value, problem statement: The procedures for the formation and use of tax accounting policy
which should be understood as a collection of taxpayer-selected tax accounting methods and the procedure for calcu-
lating tax payments, that is, accounting policy for taxation purposes have been substantiated. The need for the devel-
opment of scientifically substantiated recommendations for the formation and implementation of the “tax” accounting
policy of a company, its interpretation and adaptation in accordance with historically formed features of the national
accounting system have been grounded. It have been proved that we should consider the models of the tax accounting
separately for each tax, as well as for certain groups of financial and business activities and operations that require a
special mechanism for accrual and payment of taxes and therefore have an impact on the organization of accounting
of the entity and the formation of indicators for its financial statements. Generalization of the experience of applying
tax accounting approaches in the practical activities of a company makes it possible to identify three models of its
organization (“tax accounting”, “mixed tax accounting”, “absolute tax accounting’), which have certain features,
advantages and disadvantages of application. In the conditions of application of the relevant models the procedure
for the formation of the information data set for the calculation of tax payments and tax reporting is determined. It I
substantiated that the priority should be given to the model which ensures accurate, correct and timely definition of
the tax base and the amount of tax payments at the lowest cost.

Materials and methods, analysis of recent research:

In the article general scientific and special methods of research have been used, in particular, by means of the
analytical method the selection of scientific information have been made, and the conceptual apparatus have been
investigated by the logical-semantic method. The study was conducted applying methods of analysis, generalization
and modelling; the graphical representation method was used to illustrate the obtained results.

Modern conditions outline the main purpose of business entities which is to maximize profits, financial sustainabil-
ity, and business development. To achieve this goal, business entities perform strategic and ongoing business planning,
compile business plans and budgets. At the same time, a significant part of revenues is transferred by a business entity
to budgets of different levels and state trust funds in the form of taxes, fees and compulsory payments. Consequently,
in the process of financial planning it is necessary to take into account the tax factor in order to plan and optimize tax
payments.

In foreign practice tax planning is an integral part of financial management, its impact on performance results.
In the practice of national companies the issue of tax planning has so far been overlooked, which usually negatively
affects the amount of profit and business development opportunities. Indeed, the organization of effective tax planning

is oriented towards finding ways to minimize tax payments, one of which is the development of accounting policy.
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Highlighting unsolved parts of a common problem:

The normative document that would determine the procedure for the formation of accounting policy for taxation
purposes is currently absent. At the same time, general issues regarding the formation and change of accounting pol-
icy are regulated by the Law of Ukraine “On Accounting and Financial Reporting in Ukraine”. The latter determines
accounting policy as a set of principles, methods and procedures used by a business entity to compile and present
financial statements, that is, attention is concentrated on the formation of accounting policy for accounting purposes,
and nothing is said regarding the provisions for the formation of accounting policy for taxation purposes.

The divergence of normative provision for the formation of “financial” and “tax” results of company’s activity,
assessment of assets and liabilities led to the emergence of scientific discussion on tax accounting and tax calculations.
The main problems under investigation are: the definition and interpretation of the terms “tax accounting”, “tax cal-
culations”, the status of “tax accounting” (some scientists refute even its existence), the organization of accumulation
and systematization of information necessary for the calculation and payment of taxes based on the use of appropriate
tax accounting models. At the heart of the formation of tax accounting models is a subject of compliance and mutual
influence of the rules of the formation of financial (accounting) reporting and taxation rules.

In this regard, theoretical and practical elaborations require the formation and implementation of “tax” accounting
policy of a company and its application in the practice of economic activity, among which: the formation and arrange-
ment of the conceptual apparatus; development of the methodology for forming “tax” accounting policy of enterpris-
es; ensuring its documentary registration; determining the impact of different methods of tax accounting, provided by
the accounting policy on the amount of payments and the timing of their introduction into the budget.

Consequently, the necessity to develop scientifically substantiated recommendations for the formation and imple-
mentation of “tax” accounting policy of enterprises, its interpretation and adaptation in accordance with the histori-
cally formed features of the national accounting system, as well as the need to address a number of practical issues,
determined the relevance of this study.

In this context the problem of tax accounting is still complex both from the scientific and practical points of view,
despite the fact that in different periods of its development, both national and foreign researchers carried out the ration-
ale for the expediency of separating tax accounting as a single information system for tax payments, determination of
its role, principles, status, functions and methodology.

As a result, the most negative are practices that work according to the method of “attempts and mistakes” which
increases the risk of charging penalties for violations of tax laws and reduces the overall business efficiency. The prob-
lem of developing tax accounting were considered in the works of Geyer E. [3-4], Yefimenko T. [2], Zhurakovska 1.
[24], Konovalova L.R. [9], Lovinska L. [2; 7; 11], Malyshkin O. [12; 13], Sviderskyi D. [20; 21; 22; 19], Yaroshenko
F. [2-7] and others. However, the common concept of tax accounting and, therefore, well-established patterns of its
organization has not been established so far, which complicates the process of information support for determining the
tax base and the amount of tax payments which indicates the relevance of the study of this issue.

The objective of this article is to determine: (1) the key parameters for the formation of accounting policy for tax
purposes, its tasks, factors and problems that affect the implementation of the accounting policy; (2) the models of
organization of tax accounting, the peculiarities of their functioning, the procedure of formation of the information
range of data for the calculation of tax payments and the compilation of tax reporting in the context of the use of ap-
propriate models.

Presenting main material:

The accounting policy for taxation purposes is a document in which a taxpayer must prescribe all the rules and
methods that he intends to use to calculate and pay taxes and fees.

A company can identify one of two options for compiling a tax accounting policy:

- display separate issues for each tax paid by the company in the relevant sections of the single order on the ac-

counting tax policy;
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- draw up for each tax their separate accounting policy and approve them as annexes to the order of the accounting
policy for taxation purposes.

The accounting policy of a company for taxation purposes should address three main tasks (Figure 1).

FIGURE 1
THE MAIN TASKS OF A COMPANY’S ACCOUNTING POLICY FOR TAXATION PURPOSES

—— The main tasks of the company accounting policy for taxation purposes

Organizational and technical task includes organization of tax accounting, development of the
system of tax registers, development of a document circulation system for the formation of
indicators of tax registers, efc.

\ 4

The choice of the most suitable accounting methods for a company for which there are
alternatives stipulated by the tax law

A 4

Coverage of certain issues concerning the collection of tax payments on which there are
contradictions in normative acts or which are not regulated by the legislation at all

\ 4

Source: developed by the authors.

Solving these tasks is very important for the company in the process of its further relationship with the tax author-
ities. A well-designed accounting policy for taxation purposes will help to avoid many conflicting situations with tax
authorities.

When developing the accounting policy it is necessary to proceed from the circumstances in which the company
actually operates, to determine the immediate prospects for its development, and, on this basis, identify the issues that
really need to be reflected in the document being drawn up. Even if in the near future the company will engage in a
new type of activity, the tax accounting methods of which were not provided for in the accounting policy, the taxpayer
has the right to make appropriate changes and additions to this accounting policy.

At the same time, it is worth remembering that the development of the taxpayer’s own methods or methods of tax
accounting is possible only in cases where the norms of tax legislation are either not defined at all, or determined not
quite transparently, which does not allow them to interpret them unambiguously, and more often leads to a conflict
with the tax authorities. However, if some accounting issues are clearly and unambiguously defined in some legisla-
tion, then there is no alternative to the taxpayer, and he is bound to comply with such rules clearly.

Therefore, taking into account the above-mentioned, the tax accounting policy should be understood as the col-
lection of taxpayers chosen methods of tax accounting and the procedure for calculating tax payments. There is no
single procedure for drawing up an accounting policy for taxation purposes in the current legislation however based
on its separate norms we can draw up an indicative algorithm for the formation of tax accounting policy.

First of all, the tax accounting policy of a company should be approved by the corresponding order of the head
of the company. The approved form of such a document is not available, so it is in an arbitrary form. The very same
accounting policy can either be written in the text of this order, or approved in the form of applications.

Further, it is assumed that the tax accounting policy developed by the taxpayer should be applied from the mo-
ment of establishment of the company until its liquidation and to apply consistently from one tax period to another.
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Changing the adopted policy may take place under the following circumstances:

- change of accounting methods applied at the company;

- significant change in the conditions of the company’s activity;

- changes in tax legislation.

In the first and second cases, changes in tax accounting policy are implemented from the beginning of the new
tax period, that is, from next year. The third case is not earlier than the moment of entry into force of changes in tax
legislation. At the same time, the first two situations are a voluntary change in the accounting policy of the company,
and the latter requires a mandatory change.

It is not necessary to draw up a new tax accounting policy annually considering that the principle of consistency of
accounting policy is applied in the tax (as in accounting) accounting. Once adopted, the accounting policy is applied
until it changes, that is, theoretically - indefinitely long. However, in practice, this is almost impossible. The fact is
that national tax laws sometimes change so dramatically that it is often easier to adopt a new tax accounting policy
than to make changes to the current one.

Tax accounting policy should be unique for the whole company and mandatory for all its divisions both existing
ones and those that can be created in the future.

For the correct tax accounting a taxpayer must comply with the following rules:

1) the company chooses one of several ways that regulate the procedure for determining the tax base and calculating
tax payments among those provided for by the current tax legislation;

2) the chosen accounting methods are established for the company as a whole including all its structural units (in-
cluding those with a separate balance sheet), regardless of their location;

3) these accounting methods are established for a long time as a rule, for the reporting year. Often, the tax period for
tax payments is a calendar year, that is, the period from January 1 to December 31 inclusive. Within this period,
the tax accounting policy of the enterprise may change only in those cases, which are expressly provided for by
the tax law;

4) selected variants of tax accounting should be fixed by the relevant organizational and administrative document.

According to the structure, the tax accounting policy of a company should consist of two sections.

The first section (organizational and technical) reflects general issues related to taxation: the procedure for tax
accounting (which of the divisions of the enterprise will deal with this issue: accounting or specialized service) is
indicated; the system of registers of tax accounting, document circulation; the order of formation of indicators of tax
reporting; working plan of accounts; the procedure for calculations with the budget and state trust funds; the system
of internal control over the procedure of accrual and tax payments.

In the second section (methodological), those options for forming a tax base for specific tax payments paid by
the company which are the most acceptable for the company in order to minimize tax payments should be reflected
among all the existing alternatives stipulated by the current legislation. In particular, the main alternatives to the use
of various elements of accounting policy that affect the amount of tax payments include: accrual of depreciation of
fixed assets; accounting for intangible assets and their depreciation; stock valuation and calculation of the actual cost
of material resources in production; product evaluation; accounting for expenses of future periods; creation of reserves
of future expenses and payments; account of expenses for repair of fixed assets; grouping and deducting production
costs; method of determining the proceeds from the sale of products, works, services; accounting of doubtful debts;
accounting of market value of securities, etc.

In addition, in the same section of the accounting policy it is necessary to prescribe the procedure of the company
in those controversial issues of taxation in respect of which the tax legislation is either absent at all or which definitions
are not sufficiently clear and unambiguous.

In the direction of further development of tax accounting policy, it is advisable for the company to develop internal

standards of tax accounting, the main purpose of which is to prevent tax risks. The internal standards should detail
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each item of the organizational, technical and methodological sections of the accounting policy. Thus, for the purpose

of disclosing the methodological part of the accounting policy, the standards “Enterprise Profit Tax”, “Value Added

Tax”, “Personal Income Tax”, etc. can be prepared.

In the professional economic literature models of tax accounting are widely considered [9, p. 121].

The first model is based on the accounting information system without alteration of accounting indicators. This
is the so-called “tax accounting”. Taking into consideration the requirements of the national tax legislation, one can,
for example, set the fee for the first registration of the vehicle, payment for the land. Based on the peculiarities of tax
payments by business entities in Ukraine this kind of tax accounting is the most widespread, since traditionally the
Ukrainian taxation system was oriented towards the indicators of accounting, which proves its universality.

The second model is “mixed tax accounting” which involves the formation of indicators of tax accounting by
correcting accounting indicators. This model includes the tax on profit. In the development of this model there can be
three options:

1. Accounting uses additional analytical accounting to track deviations for the formation of tax information. In this
case, all tax indicators are formed on the basis of the data of the accounting information base and a separate tax
base is not created.

2. Two separate accounting bases are formed on the basis of primary documents. The main reason of the difficulties
in this case is the flexibility of software products. But it should be emphasized that everything is built on the
system of double recording.

3. Local segments of the separate tax accounting are created: accounting of fixed assets, accounting of the value
of material assets in warehouses, balance of work in progress and balance of finished goods. In this case, at the
minimum cost of accounting work, the most accurate accounting information is created.

Within the framework of this model we can apply the approach for calculating tax revenue by adjusting account-
ing profit (loss) for the amount of tax differences. In our view, in Ukraine, this approach could work only for a small
number of tax differences and for common economic conditions of their appearance. But in Ukraine there is a large
number of tax differences that makes it impossible to apply this approach. Another direction is the introduction of
methodological support for the continuous formation and accumulation of information on tax differences in account-
ing which will allow calculating the indicators of the income tax return on income and expenditure.

This trend was introduced for Ukrainian enterprises in 2007. Tax accounting standards prior to the adoption of the
Tax Code were set out in the Regulations on the procedure for calculating tax differences according to the accounting
data [18] and the Methodological Recommendations on the Formation of Accounting Registers for Tax Differences,
Gross Profit and Gross Expenditures [14]. Those documents determined, firstly, the methodological principles for
the formation of tax accounting differences in accounting for the determination of gross income, gross expenditures,
deferred tax assets, liabilities; secondly, the general requirements for compiling tax differences calculation according
to the accounting data were developed as Annex to the Notes to the annual financial statements [15]; thirdly, the order
of keeping registers by enterprises that are taxpayers.

Under the terms of the Tax Code of Ukraine, the approach to calculating income tax, taking into account permanent
and temporary tax differences was finally introduced into practice of the Ukrainian accounting and tax accounting.
Its analysis is described in details in the collective monograph “Information Management of Public Finances” (Vol.2
“Methodology for the Formation of the Financial Results of Entrepreneurial Activity in the Context of the Tax Code
of Ukraine”) [7] and is the subject of research by many scholars and practitioners [3; 4; 6; 20; 21; 22; 19].

The third model (tax accounting “in its pure form”, or absolute tax accounting) involves the calculation of the tax
base without accounting indicators, which, in our opinion, is, in our opinion, virtually impossible for any entity. From
the point of view of achieving the ultimate goal of accounting and tax accounting this approach seems correct, since
it permits to interpret the fact of economic activity in accordance with the norms and rules established by the law for

every system in each accounting system.
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The advantages and disadvantages of each model of organization of tax accounting are presented in Fig. 2.

FIGURE 2
ALTERNATIVE MODELS OF TAX ACCOUNTING
Models of organization of tax accounting
l Y
Absolute tax
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Source: developed by the authors.

The optimal, in our opinion, is a model of tax accounting, based on the benefits of the first and third approaches. Its
essence is as follows: during the month, the economic transactions carried out by the entity, drawn up by the primary
accounting documents, are reflected in the information base in accordance with the accounting regulations. Then,
based on the accounting data, analytical registers of tax accounting are formed according to the rules defined by the
tax law.

Tax accounting is a system of generalization of information in order to determine the tax base and the amount of
tax payments based on the data of primary documents grouped in accordance with the established procedure. A tax-
payer organizes the tax accounting system on his own, based on the principle of consistency of the application of the
rules and regulations of tax accounting. The procedure of the latter is established by the taxpayer in the tax accounting

policy which is approved by the relevant order of the head of the company.
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It is established legally that the confirmation of the tax accounting data is the primary accounting documents (in-
cluding accounting statements), analytical registers of tax accounting, calculation of the tax base, etc.

Analytical registers of tax accounting are intended for the systematization and accumulation of information con-
tained in the accounting primary documents, analytical data of tax accounting in order to identify and reflect it when
calculating the tax base.

These registers include consolidated forms for the systematization of tax accounting data for the reporting (tax)
period, grouped according to the requirements of tax legislation, without being reflected on the accounts of account-
ing. The forms of registers and the procedure for displaying them in the tax accounting, data of the primary accounting
documents (unless otherwise provided by the applicable tax law) in the taxpayer’s accounts, the taxpayer develops it
independently and includes it into the annex of the tax accounting policy of a company.

It should be noted that to determine the tax base a taxpayer can use the registers of accounting. If the information
contained in such registers is not sufficient, the taxpayer has the right to add additional information to these registers,

thus forming tax registers.
FIGURE 3
THE PROCEDURE FOR THE FORMATION OF AN INFORMATION DATA
FOR THE CALCULATION OF TAX PAYMENTS AND PREPARATION OF TAX REPORTING
WHILE APPLYING THE MODEL OF ABSOLUTE TAX ACCOUNTING
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Source: developed by the authors.

Analytical registers of tax accounting are compiled on the basis of data of primary documents grouped in accord-
ance with the procedure provided by tax legislation and represent consolidated forms of systematization of tax ac-
counting data for the reporting (tax) period. Tax accounting registers are formed for all transactions that are accounted
for tax purposes.

A taxpayer independently determines on which objects of accounting he needs to develop and approve forms of
tax registers which should contain all the data necessary for the correct determination of the indicators of tax payments
and their reflection in tax declarations.

The advantage of this model is that it provides a real possibility to obtain data to form a tax base directly from the
tax registers. At the same time, the mistakes in determining the tax base are minimized, or completely eliminated, as

indicators of tax registers are formed in accordance with the requirements of tax legislation and not accounting. The
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interaction of the two accounting systems when using this model is minimized. Only the data of primary documents
is general for accounting and tax accounting.

However, such “parallel” preparation of two types of accounting requires significant costs associated with the
need to create a business entity (sector) or tax group, attracting highly qualified specialists for the development of tax
registers, systems of document circulation and software products, modernization accounting process and computer
technology. When using a model of tax accounting by an entity, the information of tax accounting data is formed in the
accounting registers. In this case, if necessary, the registers of accounting are supplemented by the requisites necessary

to determine the tax base (i.e. create combined registers) (Figure 4).
FIGURE 4
THE PROCEDURE FOR THE FORMATION OF THE INFORMATION DATA FOR
THE CALCULATION OF TAX PAYMENTS AND THE PREPARATION OF TAX REPORTING IN THE
PROCESS OF APPLICATION OF THE TAX ACCOUNTING MODEL
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Source: developed by the authors.

However, in the cases where separate elements of the accounting policy and tax accounting policy of a company
do not coincide, the application of accounting registers for the calculation of tax payments and reporting is practically
impossible.

When applying a mixed tax accounting model registers are used for both accounting and tax accounting. In the
case when the procedure for grouping and accounting of objects and business operations for taxation purposes does
not differ from the procedure established by the accounting rules, it is expedient to apply accounting registers. Tax
registers in general may not be carried out (Fig. 5).

In the case when the accounting methods allow determining the volume of the tax base in the context of tax pay-
ments the entity is advised to choose (in the formation of accounting policy):

- to pay a minimum tax (while selecting such accounting methods which allow obtaining a minimum estimate
of assets and income);

- or to show users of accounting (financial reporting) (to sharcholders, creditors, potential investors) a high
degree of success of the activities, in connection with which the business entity should vice versa, seek to maximize
the assessment of assets, profits and income.

It is beneficial for any economic entity to achieve both of these objectives. But if the accounting and tax accounting
are combined, it becomes impossible.

If we separately form accounting policy and tax accounting policy as independent of each other (the first is for
accounting, the second is for tax purposes) the implementation of these goals becomes possible.
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We believe that accounting and tax accounting can not replace or substitute each other and must exist as part of a
single accounting system but not one instead of the other.
FIGURE 5
THE ORDER OF FORMATION OF THE INFORMATION DATA FOR CALCULATION
OF TAX PAYMENTS AND PREPARATION OF TAX REPORTING IN THE CONDITIONS OF
APPLICATION OF THE MIXED MODEL OF TAX ACCOUNTING
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Source: developed by the authors.

Scientists criticize the linking of tax accounting to only income tax. For example, Malyshkin O. emphasizes that
“anumber of articles and paragraphs of the Code requires the organization of information support of taxation to apply
special rules and norms that are related to the need of enterprises to conduct so-called tax accounting. Moreover, this
applies not only to the income tax, but also other taxes like VAT, fees for the use of subsoil, taxes under the terms of
the product-sharing agreement. In addition, separate accounting is required for groups of operations, i.e. operations of
a special type, hopeless and doubtful, space activities. Consequently, the scientist concludes that “the use of the term
“tax accounting” is associated with sections of the accounting process, such as income tax, value added tax, produc-
tion-sharing agreements, etc. Separate objects of tax accounting are also certain groups of transactions of taxpayers:
agreements on joint activity, property management, distribution of products, reorganization of legal entities, the use of
conventional prices, income of a non-resident in the territory of Ukraine, etc.” [13, p. 28].

Conclusions:

A clear regulation of the procedure for the formation and use of tax accounting policy which should be understood
as a collection of taxpayer-selected tax accounting methods and the procedure for calculating tax payments, that is,
accounting policy for taxation purposes will reduce the level of tax burden of the enterprise and prevent tax risks. The
need for the development of scientifically substantiated recommendations for the formation and implementation of the
“tax” accounting policy of a company, its interpretation and adaptation in accordance with historically formed features
of the national accounting system is obvious.

In our view, we should consider the models of the tax accounting separately for each tax, as well as for certain
groups of financial and business activities and operations that require a special mechanism for accrual and payment
of taxes and therefore have an impact on the organization of accounting of the entity and the formation of indicators

for its financial statements.
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An analysis of approaches to the preparation of tax accounting model makes it possible to draw the following

conclusions. Generalization of the experience of applying tax accounting approaches in the practical activities of a
company makes it possible to identify three models of its organization (“tax accounting”, “mixed tax accounting”,
“absolute tax accounting”). Each of the identified alternative tax accounting organizations has certain features, advan-
tages and disadvantages of application. In the conditions of application of the relevant models the procedure for the
formation of the information data set for the calculation of tax payments and tax reporting is determined. The priority
should be given to the model which ensures accurate, correct and timely definition of the tax base and the amount of

tax payments at the lowest cost.
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360m3 40386IL0L LOBIRILIBIR( HIBMHI0Ns
30H3IRIR0 JIRIBId0

PRIMARY RESULTS OF SMALL BUSINESS
TAX REFORM

O6MBOBNY. Logowsbobopm 356mbB3gdmmdal LENmymMys ©s
35856803985 Bg960 J39946abocmzal dnwsd sgd@momymas. bagswsbobaom
2@8060b@MnmMgdal Lob@g8sd Mbws Jgobmmmml mma 360d36g9mmmasba
0dm(3068 - DEN63gmymb doxg@ob gdmbagmagdal 8mdamadgds ©s
bgmo dgnBymb gbsmdgmdol gsbznmamgdsl. bbmEgo 93 mEn s3m 3060l
dgbEmmadobol g.6. ,mdMmb Igomgoob® 3mgbs Fnwdngn DMLzl Lo-
20605 Lo 3obmMb3gdmm (33mnmgdgdol abozoMgdabsb.

60653gdotg 6536imM3dn gobzabomagom gobmm Bgmb Rzgbl dzgysbo-
do gobbmMz0gmgdnm 33067 d0BbgLob Lagswabsbsmm Mgummdsl s
80l 30M39mo 390093 5dL, Mmam s doyxg@ob dg3mbogmagdal 8mdaemo-
Bgdab, 0by 8gBom3gms Logosobobam GgoMmnl 8gdLmdmdgdal mgom-
LoDFabom. Modwgbowss bogebmbdwgdmm (33mmamgds Ma8wgbndg mgab
60b 93md3gwms, 3x0dMmdm, 50bndbyma Lsgzombolb dgbbagms LonbE-
969bm s 360336gmmzob0s Mggm®mBals Jggabgdal 8nbbao.

bs33560m boBdygz98n: 83069 0bbgbo, Mgmm@mds, badgdmbagmm go-

obobown, 3ggaqda

ABSTRACT. IImprovement and simplification of tax legislation is always
relevant to our country. The tax administration system should fulfill two impor-
tant tasks - to mobilize budget revenues and promote entrepreneurship develop-
ment. That’s exactly what the two tasks do. Finding the “Golden Intermediate”
is the subject of constant care when initiating legislative amendments.

In this paper we will discuss the tax reforms of small business in our country
last year and its first results, as well as mobilizing budget revenues and relieving
tax cargoes of entrepreneurs. Since the legislative amendment has been launched
several months ago, we think it is interesting and important to evaluate the re-
form.

Keywords: small business, reform, income taxes, results

2018 Bemals 306390 03mobosb LagjeGmggmmb bagsmababs-
©m 3m9dLdo Igbmmo (33emomgdoo 360d36gmm3bor dgozzoms
L3gEnomNF0 sdga3Mal gHo-gfma Mgendals - 3306 dabbgLob
LEIG Lo 3Jmbg 3oFms adgazcol Bgbo. bs3obmbapgdmm (33-
momgdol 0boz00gdabsol bodeMmggmmb Gmagmmdalb dogH 3o-
ma396@8dn Bommggboem a063568gd0c daMomdn smbodbmmos,
3 3obmb3thimgd@ob domgdal 80bgba @s 3absbas dz06g dab-
Bgbob adgazMal Mgamms309d0b (33mamgds ©s o3 398 gamn-
ol go@sdbegmmsmngal bagsabsbswm @gzofmalb dgdbndadgds,
o3 dEgdomse 0dmJdggdl smbadbym 3ofmms Gabsbbym
3am3omgmdsady. 935Lmeb, BabsbBstn 3Mmabmbom Mgum@dol
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dgogasm go@ababomgdal Loboom dobomgdo Bram@o dgdmbogemn 3(30MEgdmes ©osbmmmgdoo 40 Imb.
Mmoo [4].

M95mc3ob 38md8gwgds8mg 5¢b0dbmmoa bGsGnbo gbodgdmms 356563y Gabogn® 306gdl, Mm3gmaos
9fmdmago dgdmbogomo 3omaboasmuma Bemnlb aobdogmmdodn o6 omgdsdgdmes 100 000 mamb. 3306y
30bbgbob abadgamn dgdmbegsmoa 0dgamgdms 3%-0m, o9y 33069 doDbgLob LGsGMLab 8dmby 39bsmdg
$0D0ge 306b 3Jmbrs gMomdmoaga d53mbagmnl domgdsbmseb ©s393806Mgdmma ghmmdemngn dgdmbeg-
mob 60 3Mm396@0L MmEgbmdolb bafmggdolb (3oMms ©odomseggdnmbdy aMobamoa bgmasbol bsdgalbs)
©53505L@NMadgmo M 3396@9d0, bbgs dgdmbggszsado 30 - 5%-00. 53sbmeb, Pma-b geedbgmew M-
930b@®Momgds LESGMLOL aoddgdal Logmdggmo agm. Ledgdmbsgmm asmsbabawalb ©gzmemamgds bog-
dms Bemon@n ©g3mema300b bomoanbolb gboom [9].

Lo 3obmb3Egdemm (33momgdol 98mddgmgdol dgdga d(30Mg dobbglbol LbEs@nbalb 8dmbg 3gbscdg
$B0D0gNeM 3060 obod3gdo DrgaMa aonbaMms Bgmobswdn 500 000 mamsdmy, abadgamn d5dmbagarmn
0dg9a6gds 1%-0m, 5bg3g, 8md3ggdLb 3%-0sbn gobs 33900, 09 93MbmMBa 3MHa bLogdnsbmdowsb domgdemmas
30b3s 9MMbm03ds Jgdmbogsemds 500 000 momb gomasdamds. oMo 88 3obs3zgmaom ndgatnds dgbsedsdabo
o030l (gPomdmogo 353mbsgmmab 500 000-msm0sbo Drmgcnl gomsgomdgdolb mogojbomgdabogal) obseby-
0b0Es6 Jomgboomma bermal ab&nmgdsdwy [1].

LEIGNLOL Babaggds brgds ©3sGgdnma oMmgdamadol gomsbobowol aosdbogmgdobmgabs(s.
dobo 80943900l bLoggdzgema 30 960b 500 000 momnsbo DrgHal goademdgds mMa 3omgbostmema Bl
dobgz0m (ngmmobbdgds mnmm jomgbostmm bymdn brmgmal gomademdgds).

90339 ©g3maM0cgdab Bgbom, bozgmem BrmonmMo @g3mecncgdobs, s0badbmmo b s@nbal djmbg
306930 39@gdmbo 56056 IMababmb ymzgmmgonma ggmomamgds sMomaznabgl Losbgsmndm mgob
3m3®936m m30b 15 Mosbzabe s 83039 3900530 gosbamb gsabobowon. sdsbmab, nbnbo dndwnbamyg ao-
©3bobEgmMgdL s abnsb.

3603369mm35608 50006036mL, MM Moash smbndbymo bs396mbdwmgdmm (33momgds dogmsdo dggnwme
2018 brob 1 0gemobowsb, 2018 Brob 0sbgfowsb 036abol Besmgmom 3g@ommadn domgdmmo dg8mbagemgdo
05943937356 dzgmo Bgboo ©sdgaszmabs s Bmoy® @agzmemamgdsb sMsnggznsbglb 2019 Bemob 1 8360-
eabo[1].

Lonb@ g gbms Bgrm®mdob dggagdolb 3gLBsgms dmzobobma 3Mad@nmmo dsgomomgdal boggwmdsge-
by, Gobogzobss g08mz04gbgdm Modwmgbndy gowadbogmob god@on®m Imbs3g3gdb.

30639 dgdmbggzedn gobznbommegm 396s63g 0DagnE 306b, MmM3gmbss 33069 doDbabab bLEsGLo
80gbogs 2018 Bemab 1 9330b@™M©E6 ©s Bobo Lyg80sbmdab bggg@ms LabGMdHmL dmBLobamgds (ab. sbHoemo
1.

Mmam& 3 Imbs(393980@sb Rsbl, 3mzgdmo 3963 (3067 d0bbgbob bagsmabsbomm Mgg0dolb s3m4d-
39009300056 1 m39d0 gobs sbndbyman b3gznomMa Mgg0dob LGsGMLEL dJmby. dgbadsdabaw 2018 Bemal
3oM39mo0 7 mgab dobgogoo dob Jogm domgdamo dgdmbegmgdo @ogd398wgdats badgdmbagmm gomababs-
©ob Rzgmmadcngo Mgyodom 869y gMommdmago 3gdmbegmgdabs s 3mmgdbom bgdosmmmmao asdmdznm-
39000 5bbgdL ImEnb Lbzomdol 20%-00 ©sdgazmsb.

LB MLAL oboggdal dg3waa ngn 8mygdse gmmdmagn 53mbagmal 1%-0m sdgazMob Mgg0ddo s 8
o30b 3g0ga530b 8obgozom bym Ledgdmbsegmm gomobsobawds dgemanbs 336 mama. BggmmadMozo sdga-
360 M 95030b dgdmbzg30da Jobn Logswabobawm 3ommadamads bLodgdmbagmm aosbsboda 83539 3gFon-
mEdo 3560bsbMzMgdmes 4749 mamom. 853sbowsdy, Mgxm®mdal dgogasm Im3gdmmo 3gbsmdol g3mbm-
3003 bo3gdmbogmm gowabobadn dgoanbs 4413 maoman. 3mb M@ M 398mbgg3530 gosdbgmads mabbob
BoBoemn 8mobdsms Lab@mdmmb bgHzobgdol gomdxmdgbgdsl, baboemo 30 - soemm magdal baboo.

3dgmeg dgdmbgggzedan aobgabomaego 3965639 BoDaznEa oGl Imbs39358L, Gm3mol Laddosbmdab
Lggems bg@basmom gagmmds (ab. (3bGamo 2).
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INTELLECTUAL-INNOVATIVE MECHANISMS
OF HOUSEHOLD EFFICIENCY IMPROVEMENT

ABSTRACT. In modern conditions, intellectual capital enhancement tools
obtain a special meaning. Development and implementation of such tools be-
comes one of the main tasks of increasing the competitiveness of economic en-
tities. This determines the relevance of the article.

The purpose of the article is to develop a general mechanism of the intellec-
tual-competitive game “Scientific-technical trial over idea” with an acceleration
function.

Research objectives. In the course of research, the following tasks were set:
to develop operations, which compose the mechanism of an intellectual-com-
petitive game with an acceleration function; to synthesize the mechanism of the
game, based on the systematic approach from the developed operations.

Methods. Systematic analysis and synthesis methods, psychological testing
and creative activity stimulation methods have been applied in the process of
work.

Conclusion. As a result of the research, the authors synthesized the mecha-
nism of the intellectual-competitive game “Scientific-technical trial over idea”
with an acceleration function.

Keywords: intellectual activity, innovation, innovative jurisprudence, idea,

creativity,intellectual and competitive game (ICG)
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LIFELONG LEARNING IN UKRAINE IN THE
ECONOMIC AND SOCIAL DIMENSION OF
INNOVATIVE MODEL OF ECONOMY

ABSTRACT. This paper highlights issues relating to lifelong learning, first
of all, its influences in economic and social development of economy’s country.
The factors, which influence of lifelong leaning are outlined.

It is noted that the participation of adult in lifelong learning in EU’s coun-
tries and the transition economies is differences. It is observed, that among the
four factors of influencing on the average wages (the Indicator of Lifelong learn-
ing, Higher Education development, Infrastructure and digital content and the
Indicator of Skills), the value of lifelong learning is rather significant, but less
than infrastructure and digital content. Emphasis is placed on strengthening the
concept of lifelong learning in the context of the diffusion of innovative process-
es in the economy.

It is proposed to strengthen measures within the Ukraine’s economy re-
garding the development of lifelong learning among of population, first of all,
the employees, in particular: developing criteria for assessing prior education,
mechanisms for creating, recognizing and approving non-formal types of ed-
ucation, determining basic skills and competencies, training personnel for the
established lifelong learning system.

Key words: lifelong learning, innovative economy, benefits, employees,

government, wages.
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The purpose of the article is to analyze the state of lifelong learning
of employees of Ukraine, to determine the main factors that influence
on it in the economic and social dimension of innovative model of econ-
omy.

Originality and value, problem statement: The processes of form-

ing and development of the innovative, progressive society in Ukraine
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are impossible without qualitative changes at different levels, in particu-
lar, starting from the quality of the employee’s work, ending with the
quality of the functioning of the state mechanism.

According to the experience of developed countries, the main factor
of development is the educational level of the population. The share
of workers with higher education is quite high, affecting both the rate
of economic development of the country and the significant proportion
of the population involved in professional development. However, the
researches have shown that in developed countries, the level of their
competitiveness is influenced by the indicator of life-long learning.

With regard to Ukraine, the situation is rather ambiguous, on the
one hand, in terms of enrollment - higher education - Ukraine is among
the top 15 countries in the world, but the qualitative characteristics are
inadequate to the needs of the labor market. At the same time, a number
of factors influence the professional development of workers, in particu-
lar, the quality of jobs, the level of remuneration, which slows down the
multiplier effect of those with higher education on the final development
of the national economy in Ukraine.

Materials and methods, analysis of recent research:

Lifelong learning is becoming more and more important for the
countries that want to be competitive in the global knowledge economy.

So the era of the 21st century is not only a new landmark development

but, above all, a transformational shift to the intellectualization as the process of the saturation of the information

environment by the intellectual assets[6].

A lifelong learning framework encompasses learning throughout the lifecycle, from early childhood to retirement,

and in different learning environments, formal, nonformal, and informal. Opportunities for learning throughout one’s

lifetime are becoming increasingly critical for countries to be competitive in the global knowledge economy [7].

Analyzing the Levchenko’s research, we can observe a positive tendency of increasing the indicator of lifelong

learning during the analyzed period. Under the influence of the 4th Industrial Revolution, the authors identified the

interdependence between the global competitiveness index and lifelong learning [7].

Besides, the countries which pay more close attention and implement the effective models of lifelong learning have

more intensive pace of innovation development of their economy [4].

The issues of role of lifelong learning and the process of its dissemination in Ukraine in the economic and social

dimension of innovative model of economy are quite relevant.

From standpoint of the methodology of our research in first phase of implementation, which are based on the re-

search of foreign and Ukrainian literatures and the analysis of the results of one’s own research. In our own research,
we used the method of analysis and synthesis. The relationship between total average wages, the Indicator of Lifelong
learning, Higher Education development, Infrastructure and digital content and the Indicator of Skills - representing
the indicators were analyzed using Pearson correlation coefficient and linear regression. These indicators have been
selected from OECD database, Eurostat Database, the Global Competitiveness Report, the Global Talent Competi-

tiveness Index, the Global Information Technology Report. The analysis has been carried out using Statistica Package.
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Presenting main material:
Lifelong learning crosses sectors, promoting learning beyond traditional schooling and throughout adult life
(post-compulsory education). This definition is based on Delors’ four ‘pillars’ of education for the future:
- Learning to know - mastering learning tools rather than acquisition of structured knowledge.
- Learning to do — equipping people for the types of work needed now and in the future including innovation and adap-
tation of learning to future work environments.
- Learning to live together, and with others — peacefully resolving conflict, discovering other people and their cultures,
fostering community capability, individual competence and capacity, economic resilience, and social inclusion.
- Learning to be — education contributing to a person’s complete development: mind and body, intelligence, sensitivity,
aesthetic appreciation and spirituality [2].

The need for the emergence of lifelong learning we can see in the Figure 1.
FIGURE 1.
THE NECESSITY IN LIFELONG LEARNING

Remedying/ Updating/ LABOUR Education and

Upskilling the Training for Adults
Participating FORCE
Wnrlfrrea -

Training for the
Unemployed
HIGHER EDUCATION
Formal Education Government Failure —
/ SECONDARY \ students out of school
/ BASIC EDUCATION \

Source: [7]

Formal education is not able to cover all population of the world throughout their life, it can give some basics
skills, abilities and competencies, on base of which a person can continue their professional development.

We must affirm, that education helps reduce poverty; if developing countries do not promote lifelong learning
opportunities, the skills and technology gap between them and industrial countries will continue to grow [7].

In today’s environment, the development of any economy in the world can not be imagined without stimulating
the innovation orientation of such countries. In such circumstances, the basis of the innovative development of the
countries of the world is high-tech production, which, in turn, causes an increase in the requirements to the level of
professional qualification of employees, in particular, the value of their intellectual component. In addition, intensive
detection in the process of production of technology-intensive technologies creates the need for continuous improve-
ment of the knowledge, skills and abilities of employees, which necessitates the creation of an effective system of con-
tinuous professional development and strengthening of factors that increase the motivation of employees to constantly
learn, acquire and acquire new skills.

Analyzing approaches to the implementation of the Adult Education Concept in foreign countries, we should focus
on its forms in Ukraine.

The forming of period is undoubtedly much later than abroad. And, as the preliminary analysis of the effectiveness
of implementation of the system of lifelong learning in Ukraine, testifies, it requires urgent solution of the following
problematic aspects, which continue to hinder the implementation of the system of lifelong learning development, in
particular:

- slowing down fundamental changes in education and the economy as a whole on the basis of innovation and integra-
tion transformation, especially in those sectors that need to attract intellectual resources;
- lack of legal framework regarding clear regulation of the state mechanism of its implementation;
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- increasing disparities between the needs of the labor market and graduates of educational institutions in the country;
- low level of participation of employers in the system of continuous education;
- reduction of expenditures on education from the state budget;
- reduction of qualification skills and professional knowledge of the teaching staff;
- lack of reliable information on the real employment of young professionals;
- lack of clear interaction between all stakeholders (enterprise, state, universities, public institutions) in the training of
young professionals and further constant updating of their knowledge and skills;
- increasing the tendency of unequal access to quality education;
- reducing incentives for students and the working population to acquire new knowledge and competences.
The increasing relevance of lifelong learning in today’s world is the need to increase the skills of employees in the
face of fierce competition in the labor market.
Raising the level of qualifications is becoming a necessity. Is the primary factor in the improvement of the quality
of human capital, which is the main condition for socio-economic development [1].
In the literature of subject the need for adult education is:
the need to supplement the qualifications,
the need for skills development,
the need for retraining,
willingness to participate in social life,
curriosity for the world,

Sk v =

innovation and the rapid development of science and technology [8].
Further, we consider it appropriate to analyze the adult participation in lifelong learning in some countries of the
world, in particular in the EU (Fig. 2).
As an example, Figure 3 shows the dynamics of adult participation in lifelong learning in the last 5 years in the

EU’s country.
FIGURE 2.
ADULT PARTICIPATION IN LIFELONG LEARNING
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Most countries have increased their coverage of lifelong learning over the past few years: from 7.6% to 12.5 %
(Ireland), from 6.2 % to 8.1 % (Italy), from 6.9% to 8.5 % (Belgium) etc. But the EU-28 in whole the participation in
lifelong learning is decreased.
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Before, in comparing with 2010 year we could observed the result of increasing too: from 5% to 18.7 % (France),
from 5.5 % to 9.8 % (Portugal), from 9.3% to 10.9 % (the EU-28 in whole) etc [3].

Unfortunately, we should note, that in “transition economies” lifelong learning is less popular. Most countries are
only beginning to develop the mechanism of its provision and conditions for its development. In such countries is
observed the adherence to the traditional education (the coverage of the population by higher education is the highest
in the world).

Economic factors such as income and employment play an important part in lifelong learning. They can provide
people with reasons for joining learning programmes, as well as featuring in policy decisions on financing provision.
The direct economic effects of lifelong learning potentially include impacts on earnings, on employability, and on the
wider economy.

As confirmation of the hypothesis of importance of lifelong learning we consider it appropriate to provide quanti-
tative data of calculations, in particular to carry out correlation-regression analysis.

Thus the authors calculated the relationship between economic benefits (personal, in wage) and lifelong learning,
using the variables of the average total wages, the indicator of lifelong learning, higher education development, infra-
structure and digital content and the indicator of skills. As result they obtained the following coclusions: the value of
the pair correlation is more than 0.5, which is evidence of a linear correlation between variables, namely: the strong-
est relationship is observed between the total average wages and the infrastructure and digital content (0.841), total
average wages and Lifelong learning (r = 0.777); total average wages and Skills (r = 0.739); (r= 0.8158) and notable
correlation between total average wages and HEd (r = 0.601). It should be noted that the correlation coefficient of the
relationship between total average wages and HEd is lower than the correlation coefficient of the relationship between
total average wages and Lifelong learning because of the process of complement and challenge to the traditional insti-
tutions, such as: private sector trainers, virtual universities, international providers, corporate universities, educational
publishers, content brokers, and media companies [5].

As we can observe the stated below scatter plots from the Figure 3, the relationship between all variables is linear,
there is normal distribution.

So, from the Figure 3, we can see, that mean value of Lifelong learning is 60,30. The lowest value of Lifelong
learning among the countries is 36,40 score (minimum), the highest is 80,55 score (maximum). The highest value is on
54,15 score higher than the lowest value (dimension). The standard deviation is 12,30 (12,30*2=24,6). Consequently,
the variance, the square of the standard deviation, is (10.01) * 2 =20.02. The asymmetry and the coefficient of varia-
tion are given with the corresponding standard errors.

The mean value of Readiness subindex (Skills) is 5,65. The lowest value of Readiness subindex (Skills) among
the countries is 4,40 score (minimum), the highest is 6,50 score (maximum). The highest value is on 2,10 score higher
than the lowest value (dimension). The standard deviation is 0,45.

The mean value of Global innovation index (subindex high education) is 5,25. The lowest value of Global inno-
vation index (subindex high education) among the countries is 4,00 score (minimum), the highest is 6,20 score (max-
imum). The highest value is on 2,20 score higher than the lowest value (dimension). The standard deviation is 0,54.

And the mean value of Infrastructure - Readiness subindex (Infrastructure and digital content) is 5,79. The lowest
value of Infrastructure - Readiness subindex (Infrastructure and digital content) among the countries is 3,70 score
(minimum), the highest is 6,90 score (maximum). The highest value is on 3,20 score higher than the lowest value
(dimension). The standard deviation is 0,92 [5].

Thus, among the four factors of influencing on the average wages (the Indicator of Lifelong learning, Higher
Education development, Infrastructure and digital content and the Indicator of Skills), the value of lifelong learning
is rather significant, but less than infrastructure and digital content. It could be explained through the process of com-
prehensive digitization of the all sphere of innovative economy and the inability to be engaged in lifelong learning

without infrastructure and digital content.
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FIGURE 3.
LINEAR REGRESSION MODEL
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Note: LLL- Lifelong learning, Skills- Readiness subindex (Skills), HEd - Global innovation index (subindex high

education), Infrastructure - Readiness subindex (Infrastructure and digital content)

As we can see from Figure 4, the value of the pair correlation is more than 0.5, which is evidence of a linear cor-
relation between variables, namely: the notable relationship is observed between the GDP/Labor force and the State
of Lifelong learning (0.697), that is, in terms of innovative model of economy the state of development of lifelong
learning influences on the level of GDP/labor force. It explains the fact that the developed countries are increasingly

focusing on the development of lifelong learning through the dissemination and implementation the lifelong learning’s

policy [5].
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FIGURE 4.
LINEAR REGRESSION MODEL

Matrix Plot
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Note: LLL- Lifelong learning, GDP/Labor force - Gross domestic product / Labor force (ages 15 and older)

CONCLUSIONS:
Thus, the analysis allows us to conclude that in the conditions of the modern information society, achieving human

life success is impossible without the constant replenishment of educational capital. In addition, the continuous profes-

sional development of workers has a positive effect on the socio-economic development of the country, contributing

to its competitiveness. Therefore, in the context of the formation of an innovative economy in Ukraine, it is extremely

important to support the concept of lifelong learning.

Lifelong learning in Ukraine at the national level should be defined as a full-fledged educational sphere, with

properly organized monitoring and quality control and ensuring the equal recognition of various forms of education.

It is urgent to develop an appropriate program in Ukraine for a lifelong education system for all segments of the

population, which included: developing criteria for assessing prior education, mechanisms for creating, recognizing

and approving non-formal types of education, determining basic skills and competencies, training personnel for the

established lifelong learning system.
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FEATURES OF THE PROCESSING TECHNOLOGY
OF THE PERSPECTIVE FORM OF THE FRUIT OF
THE PERSIMMON “HACHIA”
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ABSTRACT. The Georgian dried persimmon fruit, which is widespread
in our country, is characterized by its characteristic taste and aroma that signif-
icantly exceeds the similar products produced in other countries. But the fruit
processing industry is still weak in our country and according to the growing
demands of the external and internal markets, it is necessary to improve the
process of persimmon drying, so that the finished products have a long tradition
of forming and biologically active ingredients in it as much as possible. The
work deals with the drying processes of two breeds of Hachiya and Hiakume
fruit cultivated in Georgia by natural, convectional and lyophilic drying way and
the impact of the drying process on the quality of finished products is analyzed.

Key words: Subtropical persimmon, Hachiya, Hiakume, lyophilic drying,

convectional drying.
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by, BabgFomafn bogmagmMgdgdol, gxmgoabobs s Logom dgsg0sbmdal gd(30cigds.

ggbmma@mo 3m33mgdbo by@dob bagmazol dommmann@am sd@onma Bogmmgdal  360d36g9mmgzsboa
Bobamos, Gm3mals 393(339mmds 3okl Bagmezdo gobzomemgdol bydobdogd 9&e3dg dgoamgdom 390
300069 3003939b boymezgddn, dogmad gb d¢bgdMnga(zss, Mowasbsz 3shns byd@Emm3nmmo by@dab 36 3-
oM Bq %0398b 0g310369ds. Bog6183 M0z oLObmMAadal 6039353d0 6ogmeznl 3m3boggdal @MU, dsmn
MomEgbmds d339mMawm §(393s.
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®5658906m39 9893dg biyd@Mmm3n 3mmo bm@dob boagmegab IMmds abgo J39469330, HmamEozes 0o3mb-
05, A0bgmn, sbammn bgmebons, s3LE MmN s 8.d. Hmam (3 dnbadMogewm sbggg Msbsdgocmag 8 g4b03ncn
Lodmamgdgdom begds. 053mbgmgdo 3o, Mm3mgdas GMoEN(30Mmo 3MbLgMzoGMMgda 360sb s MomMg-
Lo gobznmemgdama badmmdo &qdbozs s Bgdbogncn Ladymomgdgdo sdzm, mgbsi N30 bmMdLL
bdbgdMogzom 30ddMmam by@dal oMb sbodgdgb.

B3960 33mg30L 80bsbl dgMAgymo Lyd@Mmm30zmmo bn@3olb x0dqdol dmbgdMogn dgommao asdmdd-
Momo Romab , 353993-bydmods oo (sbg momgam®n) s 3mbzgdommo 3gommmgdoc gs8m3dMaemon
3bs 3Om@nJ300b bgbbmEMma obobosmgdmadobs @s Labagdmbemm Lobab gEsMgds bomdmawaqbos.

33930L 30Dsbb bomImamanbrs sbggg gobbommo IMmdab 8gommmgdal dgmamgdoma s6smnbo org Mo
303 gbal sbq696 nbnbo 3bs 3GM@NJ300L bbgs bomabbmdmng 85R39690mgdby.

bomob d9bgdFngsm IMmdal 3Gm(39bdn, 860336gmmgsebas dgdmgan Lado gBod@mMal s@mbgdmds: - Jo-
960b Gommdoma §9bnsbmds, §93359MoGGs s Jomob boRjsmy. boemal 3GBMdslL bogbmmdn 56 sy
dgdmeam3sdyg sbgbgb ms ababgmgdmma god@mMmgdo 93 @MML gi3gd@nMos, 853688 LydG M0 gymo
b330l Bogmagal dGmds 30 33006 dg3meamdadg brgds, 88 @A™ dagMob &qbosbmds ndGgds s @3-
39 ms 93999, M3 PoMYmgBomsm sabobgds sMs oMGm dMmbab 3Mm(39Ldg s 8ol babg@mdmozmdady
5603900 3bs 3BMEYd(300L bamabbdg(s.

GbaNTN 2
LI3EMMINIIRN bIINL 3ME3IIGNITN 3MM3NL IJN3I30
3063993000 »30B05" »3093909"
9OHMdOL 359600, LoBJoGy/ | IOMdOL O™, | 35960, LoBsGg/ | OMIOL O™,
9703900 3993965GH60 fon. 99390560 foo.
1 1,5/36 °C 45-72 1,5/36 °C 43-66
2 1/43 °C 25-43 1/43 °C 21-42
3 0,5/54 °C 12-21 0,5/54 °C 9-19

3169386030 IMmMdabab 396g5(3emomo boagmazo 9939809306193 18-21% dodM0sbmdal dnmatg 3090630
2-3 byooo aygmgbgdal s 1,0-1,5 83-60 ¢xcgdal 3mbg dowgdom o 3mbGgobgmgdda (3696 9d-
0306 o(330L J0DBBom) dbgdMozoE IMMbab. dmbgdMagn dGMdal 3Mm(39L0 dgomadoom babamdmongas
©5 3om0sbs® odm jngdamoas dbgdmog 564 3madsG @ 30mmdgddy. 585Lmeb o gdnma 3Hmme @0l
R96M0 5 bybbmEYma Jobsboosmgdmgdn sMogMmazoMmzgeba s sMOLEGSdomYMas.

3M6399Gogc0 IOmdabsb 4-5 33 Lobjoo ogMomoa bogmgdo (Rogbgda) by@8abs dogbmegds 3mb-
3930 ndgmb dpymetg boMmegdo sdmgmgdal gotgdyg bowss 06gMobomgma bboggdoom 36, 43 wo
54 0C Lod Lbgosbbgzs §g33g@s@NEMm Mgynddn gobogboom MM, Jobmwgdama 3sgcab LoRdsmg
dgbododabo nym 1,5 38/63, 1 3/68 s 0,5 3/63. 3mb3qdz0ma 36mdabol Lamzgmgbm dgmaggda dngomgo
Gmam&z ggeob (babsgdmbemm Labg) sbggg 39dmb (bgbbmEema Jobsbosmgdmagda) asmzamobbobgdoo bod-
039 d59mbgg300.

3mM6399Gommo IGmdal 3Gm3gbl gogmbEHmmmadoom bamfgbo 8960l dgbadsdabsm ©s bagnmmgdal
d93mbggzedn agoman bogmaol bmdndmmob @edm3ngdmmgdsdn dMmdalb 30bgbonm gfm, m& 6 Lod
989350.

339690 g9ma bgmanmol gfm-96o msbsdgommag o boyzgmgbm dgomelb Bamdmewmggbl mom-
goa@o 364 303993-bydmndszanco Jgommom FMmds. smbadbymo 3Mmgbo 364 momgamadszas
a9mobbdmdl go8mbedmmda 339606 gmmo bgomgnmoal 6odndgdowsb 3o 39930b J3938 Bymab go8mmg36sb.
®30b9390L, sbgzg dommmgan@oE 548 o0m bagmmgdl.
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KURSHUBADZE, REZO JABNIDZE, SHOTA LAMPARADZE, NANA JABNIDZE, INGA GAPFRINDASHVILI, GIORGI JABNIDZE,

LIA.2. 3939T3-LIB3TN3IBNIAMN 3MMB3OL 3AHMBILO

08039 baboo 4-5 33 Lobodoo ogMama Bogbgda egs8daggo 0,5-1 Byomnl gs63s3mmmdada by@dab
bogmegznl dodM0sbmdalb Gme (18 %) ©s 63-72 °C §533gMs@n®a8my asaMamgdmm, 3omondob 3oMHmdo-
bymge@oo (joogoGoom 1a/0om-bg 3Gm3mE (3000 odMds39ds, MHmIgmag ndemgas 3o¢9060b mommgme
mo@mdg 50 3g. SO,-b) d4dsggdem 3o9063d0 s Imzgobobgm dsmo momgamufo FMmds mdmEsdm-
Bome 353998-b0mads3006 LodMmMdbg 16-18% boMhgb 8)96056mdsdwg (0b.LyM. 2 s 3).

LIA.3. QLNMVNNISHN IGHMBNL LIBM3MO3D

35 399998-bydmads (3060 86 momgomaEo MMl 3Mm(39L0 @SdMBSG™GoNE momgorn® badHmd-
by 306068mgor -40...+40 °C 068 930 dn, Mods(3 Lodmomgds 8maz(3s 3o4bodsmaFor dga3960mRmbgdabos
by©3ob Bodbgddo dommmaon@em og@&nmmo bagMmgdal Lo 3m33mgdLbob dgbsmRnbgds nby Hm3 baby-
0bo §q6056mds (3EMdab B0b) byomo boymaab Rodbgdobs 80,8-77,2 %-0s6 o30yzebgm 16-18 % bamBgb

(momgomamo dOmdob obEmmgdob 398maga) ©9b0sbmdady.
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3B 3AMRIIGNOL 396ILONV0IIBdTIBN

3OH@dOL 3O MEgLOL 6s®Bgbo 3gbo,% 35JM0m 35 90. bo®olbo 10 doem.
obbgEgds 30BLyG3530 d9539b9d00
0wbgdM0g30 18,9 UsFoMemgdl 7,5-8
30639d0mwo 17,1 56 Lo FoMHmgdl 8,5-9
WOMBOEHO 16,2 56 Lo FoMHMYOL 9-10

Gbea00 3

bdbgdmagns badngg dgdmbgggzeda Ggbob ao(3935L b sbagl bammmaoMaw sg&nncn bagMmgdal o
dom dmEob dogdmgdalb bMs(s, Moz 360336gmmmzbom dMmal dnmgdmma asddMama bogmgdal (Rndbgdal),
Amamm g bgbbmEem dobobosmgdmgdl sbggg 3mbbgMazaznnlb mgobgdgdl.

(3 dg9bgds bydab homal 3bedmmeyd00b Lobogmbemm Labgl, bow3gmgbm dgmgao dmage ogmo-
o (4-5 33. Lobgob Badbgdal Labom) Laboo by@3al Bogmazal momGamM3s M3, Mowasba(s 3sdmId-
o Rodbgdl ggod@nnmow dgbsmhnbgdnma 3dmbrs Labyobo bagmanlb bamobyrnbygfn-8mbomammm g9,
Logyggogbm bgbbmEmma dobsbnsmgdmgdo s ,bAHS3MBs* 3MBLALE Y6 30s (ob. (366.3).

Ro@ofgdymmads 33ma393 330h396s, ®mM3 RoMa Jogmmbzm3mos s sz0moE dnsbmgegh aomgdmoasb
&9bL. dgbsdsdabow dabo dggmzgs Mbos dmbogl d3mmogmamgbol 386 398d0. dbgdMagow go3m3dMaemn
Rofo 30 dggm3030y 53589800 Lagnmmgdl oMol 3nMac sdndszqdsl dobo 3mbLbgfazsznal 3gwg-
amdab gobMEal 80bbom. 3-;mgnsba dgbsbzal dgdwga IMmal badngg Igommom domgdym byy@dalb ool
6039330 0,5-07%-001 Im3o@qdeemo nym bo6hgbo &qbnobmds.

©obg3bs. Ro@omMmgdamon  33mg3g00lb  Babsbl Bomdmowagbos, LRdGHM3agnmo by@dal kz96d0
303639 gdmo g0dgdal: Johosbs o 3003939L Boymagol dGIMdal Mggodol 33mgss, Ramal 3bs 3Grm-
g0l Labagmbeam Lobal, 3obdn domemaanFsem sg@&0mEo bogMmmgdalb Jgbsdhnbads s dgbsbznbowdn
3909amdals s3ocmads.

d1bgdcagn IGmdal 3Gm(39Lobamgal Lagzgogbm 3gHomel BomBmomggbl smdmbsgmgomnl dgdme-
amdob Jofgdolb oamdol bLybdmba s IMMdoL 3Mm39L0L bobgmmagmds gscgdml Bod@mMEgdmsb (Jo-
950 boRdsmyg, §gd3gMaG s s 35960l GoMomdoma §gbnsbmds) gMmow ©sdm3ngdamos bsRgbo
&9b0b 3g3(339mmdadg (bLabyy@ggmos 18% -ob ggomamqdda).

36399300 3GMbabab Loy 3gmgbm dgmgagdo 8magse 4-5 33 bLobjom egMara bagmezal GBS mE
o6 Lod g@eda 43-45 °C 89339 Madyg, Mmogbss 30960l bs3o0b bohjemg 18/63 nym s gMon g@odab
boba@mdmogmds 30 21-43 byorb dgemaqbos.

Lom3gmgbm babsgmbmm Labg s dommmann@sew 59 0Ma bogmogmgdgdol dojbadsmyma d93(339mm-
35 3gmbs momgar®o sbgy 30 3993-bdmads oo dGmdom domgdae by@mdnlb Badbgdl. s3sbomsb 3bos
36mn @b dgbsthbgdmmo 3dmbms boymazol sdsboboomgdgma mygomamm-smabggdo.

Ro@oMgdgmmo 33m93900L sbomnbom @omaobes, Gm3d abomgda Labogmbem Lobol 3bs dom-3Gm-
@b a35dmag3L agMomon byy@3ol bagmeznl momgarrn@madtmdam domgdnmo hadbgda, 535bmsb dsbdn
Bod@oco dgbsmbabgdgmas yzgmos ob dommmmann@ae 3@ onca bogmngfgdgda, Gmdgmag IGmdab
606 0ym agfne Bogmezda.
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