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ABSTRACT

Aims: This paper was designed to identify the differences and similarities
between business travelers using low-cost carriers (LCCs) and full-service carriers
(FSCs) in the GCC region. Research on the characteristics of business travelers, who
are seen as an important market segment for both low-cost and full-service airlines, is
sparse and anecdotal at best. This paper represents an initial effort at developing
profiles of business travelers using LCCs and FSCs.

Study Design: Research paper based on survey data.

Methodology: The study employed a survey research design and collected
data on business travelers using LCCs and FSCs by means of a brief questionnaire.
Data analysis was conducted using the SPSS software package. A combination of
nonparametric tests such as Chi Square and T-Test for two independent samples was
employed to assess the extent of differences and similarities between the LCC and
FSC customer samples.

Findings: The findings lend partial support to the hypothesis that short haul
business travelers using LCCs form a fairly distinct market segment from business
travelers using FSCs in the GCC region. The two samples revealed substantial
differences in terms of organizational resources, respondents' demographic

characteristics, and perception of different service dimensions. While both
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groups displayed similar level of service satisfaction, they showed significant
differences with respect to other service elements such as ticket price, service quality,
in-flight service, comfort, frequent flyer programs and having access to business
lounge.

Conclusion: The study reveals several differences and similarities between
business people traveling by low-cost and full-service airlines in the GCC region.
The data presented in this study is timely and strategically significant and may guide
the marketing efforts of airlines using different service models.

Keywords: low-cost-carriers; network airlines; business travelers; segmen-

tation; airline market; GCC region.

1. INTRODUCTION

In recent years, the GCC region has witnessed a marked increase in the number
of low-cost carriers (LCCs) serving short-haul routes within the region. Following the
early success of Air Arabia, launched in 2003 by the government of Sharjah, several
other Gulf Cooperation Council (GCC) countries have introduced LCCs to tap into this
emerging market. Other major LCCs based in GCC that appeared over the past
decade include Flydubai (Dubai), RAK Air (Ras Al Khaimah), Nas Air (Saudi Arabia),
Jazeera Airways (Kuwait), and Bahrain Air (Bahrain).

The growing popularity of LCCs has posed a stiff competition to full-service,
network carriers in the Gulf region. In a short period of time, LCCs in the region have
acquired nearly 7 percent of the market share [1]. It is not clear, however, whether
LCCs have attracted most of their passengers from the legacy airlines or they have
created a new market segment comprising people who previously used other means
of transportation. The general opinion is that LCCs have attracted a fairly large number
of price-sensitive travelers from the legacy airlines, while at the same time, have
encouraged several new travelers to benefit from their low fares and reliable ser-
vice [2].

The LCCs in the GCC region are presently catering to the needs of a wide
variety of passengers, including in particular the expatriate workers traveling to nearby
countries to renew their residence visas, leisure travelers, students, and business
travelers. The network airlines have mostly concentrated on leisure and business travel

segments [3], offering occasional discounts to attract low-income expatriates. While it
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is generally recognized that the traditional target markets for both network airlines and
LCCs are changing [4,5,6], a more precise assessment of the characteristics of
business travelers has yet to be made in the context of the Gulf region.

In view of the changes taking place in the airline market, it seems strategically
important to identify the characteristics of business passengers using airlines offering
different product elements. Both FSCs and LCCs should find the outcome of this
research effort useful to enhance their understanding of different market segments
and, accordingly, develop products to effectively serve the needs of each segment.
The FSCs need this information to assess whether they are offering a proper product
mix and a competitive pricing structure to keep their current customers as well as
attract new ones. Similarly, the LCCs need this information to determine whether they
can benefit by more actively targeting the business travelers [7,8,9].

A better understanding of segmentation in the GCC airline industry takes on
special significance in the current environment surrounding the airline business
marked by intense completion and uncertainty [3,10,11,12]. Unfortunately, the seg-
mentation issue in the airline business has not received the research attention it merits
[13]. The present study fills this research gap by means of a systematic comparison of
business travelers using network and low-cost carriers on a set of important
demographic, behavioral, and attitudinal characteristics in the context of GCC

countries.

2. FULL SERVICE AND LOW COST AIRLINES IN THE GULF REGION

With a population of some 40 million people, the GCC region provides a good-
sized market for both the FSCs and LCCs. A large proportion of this population consists
of expatriate workers, mostly coming from other Arab countries, South Asia and China.
Their back-home destinations are approximately within 2 to 4-hour reach from most
GCC countries and thus make a perfect short-haul market. In fact, the size and growth
potential of this market served as a major impetus for the operators of LCCs to develop
the low-cost service [1,2]. As noted above, the LCCs have primarily targeted low-
income passengers including expats visiting their families on annual holiday trips or
making a short exit to a neighboring country to meet visa-change requirements, and
those traveling for leisure and business purposes. The success that some LCCs have

achieved in this market in a short period of time has put considerable pressures on the
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legacy airlines to review their target market, price structure and the products they offer
and reposition them in the expanding GCC travel market [1,6]. Likewise, the
relationship between airports and airlines are changing in most countries in that the
airports have come under pressure to cut their operating fees for LCCs to allow them
to maintain their cost structure [14].

Leading network airlines such as Emirates and Qatar Airways now more actively
stress service quality, reliability, business lounges, frequent flyers programs, and direct
links with other airlines and prestigious hotels in their promotion programs. To avoid
head-on competition with some established airlines in the region, Etihad Airways, for
instance, has positioned itself as a non-legacy, affordable airline. In 2010, the Emirate
of Ras Al Khaimah launched a new airline service, RAK Airways with an apparent focus
on the best-cost service model. In this growing competition, LCCs continue to build
their image as a much-needed service in the region to meet the travel needs of
common people looking for cheap, no frill travel. With rapid growth in the market share
of LCCs, most airlines in the GCC region must carefully delineate their market
segments to gain competitive advantage with specific travel packages.

With their initial success, LCCs have begun to take active interest in certain
specific segments such as the business travelers that have been historically served by
the full-service, legacy airlines. Some preliminary evidence suggests that LCCs in the
GCC region are gaining some ground against legacy airlines [1,6]. A growing number
of business people traveling to attend business meetings, conferences, and training
programs within the region are willing to give up the in-flight service and comfort
provided by legacy airlines for low fares. While the GCC-based LCCs are still heavily
focused on working-class people and expatriates with modest incomes, they now seem
to have a substantial share of business travelers. As noted above, whether these
business travelers are new customers or they are being drawn away from the legacy
airlines remains to be assessed. The present study intends to offer some initial insight
into this important question.

The legacy airlines have reacted to the success of LCCs in several different
ways. Most FSCs, for instance, have broadened the scope and quality of their service
offerings to justify the higher fare they charge. In certain cases, as with their
counterparts in the West such as British Airways, they have launched their own LCCs

to expand their market coverage and protect their territories from the possible attack
by LCCs [15]. Some commentators, for instance, attribute the introduction of Flydubai
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by the government of Dubai in 2009 as a response to Air Arabia [6]. It is seen as a sort
of counterattack by Dubai to maintain its leadership in GCC's airline market by offering
service to both price-sensitive passengers and those looking for comfort and high
quality in-flight service [16].

As with other LCCs that appeared in Europe and North America after the
success of Southwest, most GCC-based LCCs have designed their service around the
Southwest airline's low-cost model. The Southwest model is known for its simplification
of passenger processing procedures, offering point-to-point service, using mostly one
type of airplanes, and maintaining high frequency of flights [10,17]. Some low-cost
airlines have attempted to customize the Southwest model to fit their specific needs.
Bahrain Air, for instance, offers a separate premium class for travelers willing to spend
a bit more money. Flydubai charges slightly higher fare than some other LCCs in the
region. However, despite these variations, all LCCs are primarily competing with each
other and with legacy airlines based on fares, convenience, and several other service
elements [6,18,19,20].

3. RESEARCH HYPOTHESIS

The main hypothesis tested in this research may be stated in its null form as
follows:

On a short haul service, business travelers using LCCs do not represent a
separate market segment from business travelers using FSCs.

In order to test this hypothesis, the study will examine demographic and be-
havioral similarities and differences between two samples of business travelers, one
using LCCs and the other using full-service, network airlines [7].

If the data reject the null hypothesis, it will be concluded that business trave-lers
using LCCs and FCCs represent two distinct market segments. This will suggest that
business travelers using LCCs make up a new segment of travelers who may have
been using other modes of transportation before the availability of LCCs. Thus, the
advent of LCCs has opened the market to a new group of price-sensitive travelers, and
LCCs may focus their efforts on building and expanding this segment.

If, on the other hand, the null hypothesis is upheld, it will be concluded that short
haul business travelers using LCCs and FSCs do not constitute separate market
segments. This finding may be interpreted to suggest that LCCs have indeed
succeeded in attracting away some business travelers from the network airlines,
especially those travelers who do not attach much value to the frills offered by FSCs
on short-haul routes.
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Implications of these findings in terms of possible market strategies that LCCs
and FSCs might use will be explored in the study.

4. METHODOLOGY

Data reported in this study were obtained through a brief self-administered
survey instrument implemented at the following two airports in the United Arab
Emirates (UAE): Sharjah International Airport (SIA) and Dubai International Airport
(DIA). Data on business travelers using LCCs were collected from SIA, the home base
of Air Arabia, a pioneer LCC in the Gulf region. In addition to Air Arabia, SIA also has
several other low-cost or budget airlines operating from its premises, including Nas Air,
Air Blue, Air-India Express, and Shaheen Air International [21]. Data on business
travelers using network airlines were collected from DIA. Over 125 international
network airlines fly from DIA's Terminals 1 and 2, while its new Terminal 3 exclusively
serves Dubai's flag carrier, Emirates Airline [22].

A team of six graduating students taking marketing research and strategic
management courses at a local university implemented the survey. It took four weeks
to collect the data. The respondents were given the option to self-administer the survey
or answer the survey questions and let the interviewer record the information. The
survey was administered in the check-in and arrival areas in November-December
2012.

The participation in the survey was voluntary. A total of 308 business travelers
provided the requested data. Of these, 176 (57%) were travelling by FSCs and 132
(43%) by LCCs.

The survey instrument used in the study was designed to cover a range of
demographic and attitudinal dimensions [7,8,18,23]. Several items such as service
quality, safety, and comfort, level of satisfaction, and individual culture values such as
individualism and uncertainty avoidance were included in the survey. Since most
questions were straightforward and clearly worded, the respondents were quite

forthcoming in answering the survey.

5. DATA ANALYSIS AND RESULTS
To test the null hypothesis stated above, business passengers using LCCs and
FSCs were compared on a number of demographic, attitudinal, and organizational

variables. A combination of statistical techniques, including in particular, Chi Square,
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ANOVA, and Two Samples Means Test was used to determine the degree to which
the two samples were independent or related to each other. Since the null hypothesis
assumes that the two samples are related to each other, Chi Square is considered as
one of the most appropriate non-parametric statistical techniques to test the null
hypothesis. In view of the categorical nature of the variables, we also used ANOVA to

examine the relationship between the key study variables.

5.1 Demographic Profile

Table 1 presents demographic data on business travelers for both network
airlines and LCCs. In terms of gender, while both samples had a larger proportion of
male business travelers, the proportion of women was higher in the sample of network
airlines' business travelers than the LCC passengers (13.6% vs. 8.3%). This gender
distribution reflects the general demographic pattern in UAE where male expatriate
workers have predominant presence in the labor market [24]. However, both the Chi
Square and F values do not support the null hypothesis.

With respect to age distribution, over one quarter (26.5%) of the business
travelers using LCCs were under 31 years of age, while the corresponding figure for
FSC travelers was 6.8%. Nearly one-third (32.4%) of FSC passengers were 50 years
or older. The mean age for the LCC sample (40.83) was significantly lower than their

counterparts' mean age using network airlines (51.81; p<.001).

Table 1. Profile of business travelers using low-cost (LCC)

and full-service (FSC) airlines

Gender LCC Sample FSC Sample
(N:132) % (N:176) %

Male 91.7 86.4

Female 8.3 13.6

Chi Square=2.10; df=1; P=.147
Eta: .08; P=.133; F=2.10; P=.148

Age

Under 31 26.5 6.8
31-35 18.5 12.5
36-40 17.2 20.5
41-45 9.8 14.2
46-50 9.1 13.6
51 and older 18.0 32.4

Chi Square=29.28; df=7; P=.001
Eta=.29; p=.001; F=29.57; P=.001
Occupational background

Self-employed 26.1 12.5
Professional 19.4 53.4
Administrative 35.6 26.7
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Skilled/Technical 18.9 7.4
Chi Square=41.32; df=3; P=.001

Eta: .09; P=.102; F=2.88; P=.090

Position in company hierarchy

Top management 9.1 39.8
Middle management 37.1 26.7
Lower management 35.7 21.0
Non-management 18.1 12.5

Chi Square=37.26; df=3; P=.001
Eta: .28; P=.001; F=26.31; P=.001
Company size (humber of employees)

1-24 37.1 6.2

25-99 26.5 12.5
100-999 17.4 27.3
More than 1000 18.9 54.0

Chi Square=71.85; df=3; P=.001
Eta: .47; P=.001; F=90.27; P=.001

Data on survey participants' occupational background shows that most business
travelers using LCCs worked in administrative jobs (35.6%) and held middle
management positions (37.1%) while those using network airlines had a larger pro-
portion of professionals (53.4%) and mostly worked as part of company's senior
management team (39.8%). The LCCs' business passengers also included a larger
proportion of self-employed (26.1%) than users of network airlines (12.5%).

Except for gender, differences between business travelers using LCCs and
FSCs in terms of age, occupational background, position in the company, and size of
their work organizations are relatively small. Statistical results based on Chi Square

and F values support the null hypothesis.

5.2 Company Travel Policy and Internal Resources

Table 2 provides data on company travel policy and internal resources in the
form of having a travel manager or a specific department to assist employees in the
process of purchasing and booking tickets with different airlines. As would be
seen, a larger number of organizations represented by business travelers using full-
service, network airlines (74.4%) had a corporate travel policy than organizations
represented by LCC users (54.5%). Also, a larger proportion of business travelers
using full-service airlines reported to have a travel department or a travel manager than
the LCC business travelers (26.7% vs. 18.2%). While a large majority of respondents
from both samples said that their companies encouraged the use of LCCs, the
proportion of LCC business travelers was much higher than the proportion using FSCs
(81.8% vs. 54.0%). Only a small proportion of travelers using FSCs (19.3%) said that
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their companies prevented the use of LCCs. The Chi Square results on corporate travel
policy and policy on the use of LCCs support the null hypothesis while results relating
to having an in-house travel manager or department slightly fall short of supporting the

null hypothesis at .05.

Table 2. Company travel resources and travel policy

In-house Travel Manager (TM) LCC Sample FSC Sample
Travel Department (TD) % %
Company has neither TM nor TD 72.7 60.2
Company has either TM or TD 18.2 26.7
Company has both TM and TD 9.1 13.1

Chi Square=S.22; df=2; P=.073

Eta=.12; P=.032; F=4.30; P=.038

Corporate travel policy

Yes 54.5 74.4
No 45,5 25.6
Chi Square =13.27; df =1; .001

Eta: .20; P=.001; F=13.78; P=.001

Travel policy on low-cost airlines

Encourages use of low-cost airlines 81.8 54.0
Prevents use of low-cost airlines 0.0 19.3
Holds no opinion on low-cost airlines 18.2 26.7

Chi Square=36.74; df=2; P =.001
Eta: .21; P=.001; F=14.71; P=.001

5.3 Travel Purpose, Booking Process and Channels

Table 3 summarizes data on flight purpose, flight selection, booking process,
and booking channels. In looking at the purpose of travel, the data indicate several
differences between the two samples. Most business travelers using LCCs were more
likely to make sales and marketing-related trips compared to users of network airlines
(26.5% vs. 14.2%), while those using network airlines were more likely to travel to

attend conferences or take part in exhibitions than users of LCCs (25.6 vs. 9.1%).

Table 3. Travel purpose and booking behavior

Purpose of travel LCC Sample FSC Sample
% %
Sales/marketing 27.5 14.2
External meeting/visit 25.4 26.7
Internal meeting/visit 19.1 19.9
Emergency/problem solving/training 18.9 13.6
Conference exhibition 9.1 25.6

Chi Square=18.30; df=4,; P=.001
Eta:.18; P=.001; F=10.91; P=.001
Flight selection

Traveler 64.4 59.1
Secretary 18.2 27.3
Company TM/TD 17.4 13.6
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Chi Square=3.72; df=2; P=.156
Eta:.01; P=.602; F=.03; P=.860
Flight booking

Traveler 37.1 20.5
Secretary 18.9 38.6
Travel agent 35.6 27.8
Travel department 8.3 13.1

Chi Square=20.27; df=3; P=.001
Eta =.09; P=.132; F=2.68; P=.105
Booking channel

Airline website 26.5 20.5
Call Center 19.7 13.1
Travel agent 447 46.6
Travel agent site/company intranet 9.1 19.9

Chi Square=9.10; df=3; P=.028
Eta: .14; P=.006; F=6.58; P=.011

As may be seen, a large majority of business travelers from both samples
selected their own flight. This may be attributed to an increasing use of the Internet to
obtain travel information, and most travelers seem to prefer searching for such
information on their own. The proportion of travelers using secretarial assistance in
flight selection was higher for passengers of network carriers (27.3%) than those using
LCCs (18.2%). With respect to flight booking, the data suggested fairly clear
differences between the two samples. Most users of LCCs did their own booking
(837.1%) or they went through a travel agent (35.6%). By contrast, most users of
network careers depended on their secretary for booking flights (38.6%). The two
samples also showed substantial differences among business travelers in terms of
channels used to book travel. A relatively larger proportion of LCC travelers (26.5%)
used airline's website than users of network airlines (20.5%). Use of travel agents as
a booking channel was fairly higher in both samples of business travelers. Chi Square
results relating to flight selection support the alternative hypothesis suggesting

independence of the two samples of business travelers.

5.4 Usage Behavior

Table 4 presents data on usage behavior of business travelers using LCCs and
network airlines. The data revealed sizable differences between the two samples on
the variables displayed in Table 4. While all users of network airlines have used this
service before, a sizable number of LCC passengers (28.0%) never used the network
service before. These are perhaps the new travelers who began traveling by air with

the availability of less expensive LCCs and may be seen as evidence of LCCs
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generating new business-related travel. A majority of the LCC users had used this
service in the past year (69.5%) and had traveled by LCCs for business purpose
(81.8%). Sixty percent (60.2%) of the business travelers in the FSC sample used LCCs
in the previous year, and 40.3% used the LCC for business purpose. The LCCs need
to pay some attention to nearly 60 percent business travelers in the FSC sample who
have not used LCCs for business purpose as a potential market to penetrate into with
their low fares. However, these figures may also be interpreted to suggest that these
travelers are fairly satisfied with the service provided by network carriers and are less
likely to consider switching to LCCs. In any event, there is an opportunity for LCCs to
more aggressively pursue this market segment.

The respondents were further asked whether the network carriers offered value
for money in business class for short-haul travel. As may be expected, the proportion
of business travelers who perceived some value in the business class was higher
among network airlines' travelers than users of LCCs (33.5% vs. 17.4%). However, in
both samples, a larger proportion of respondents believed that business class did not
offer value for money for short-haul travel. The LCCs may target these travelers of
network airlines who do not see much value in business class travel. It may also be
noted that a larger proportion of network airlines' travelers (81.1%) expressed their
willingness to use LCCs for business travel in future. This supports the possibility of
these travelers considering the LCC option somewhat more seriously in their future
business travel plans.

The survey also assessed the possible impact of a reduction in travel budget on
business passengers' travel behavior. A little over one-third of the LCC travelers
(36.4%) said they would reduce the amount of travel in case of a budget cut compared
to 13.1% of the network airlines' passengers. Most of the passengers using network
carriers (38.6%) said that they would take as many trips but switch to LCCs. In addition,
a fairly substantial proportion of passengers travelling by network airlines also
indicated that they would take few business class flights (13.6%) or downgrade to
economy class (34.7.0%). Consistent with previous research [9], these findings
suggest that a large number of business people using network airlines would be
inclined to switch to low-cost travel and LCCs may consider this segment for their future
marketing efforts.

On the whole, the Chi Square results relating to usage behavior are consistent

with the null hypothesis.
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5.5 Importance Rating of Service/Product Elements

Finally, the respondents were asked to rate a set of ten product elements in
terms of their importance on a 10-point rating scale where high scores indicated greater
importance. The results generated by a two-sample means test are shown in Table 5.
The data revealed several interesting differences and similarities between the two
samples. As would be seen, business travelers in both samples gave similar rating to
the following two service elements: service frequency and safety. The LCC travelers
placed significantly more importance on ticket price than the network business
passengers. They also give significantly higher rating to ticket flexibility than users of
network airlines. The remaining six product elements, namely, service quality, punc-
tuality, in-flight service, comfort, frequent flier (FF) schemes, and the availability of
business lounge received significantly higher rating from business travelers using full-
service, network airlines than those using LCCs. However, the overall low rating of FF
schemes and business lounge would suggest that these services are perhaps losing
some of their traditional appeal to most travelers, including the passengers of network
airlines. Despite this change, business travelers using network carriers still belonged
to more FF schemes than LCC travelers. In the present survey, on average, they
belonged to 1.7 FF schemes while those using LCCs, on average, belonged to .5 FF
schemes. In addition to ten product elements, the survey participants also rated their
overall level of satisfaction with the service. Both groups of business travelers showed
a fairly high and comparable level of service satisfaction. These findings do not support

the null hypothesis investigated in this study.

Table 4. Use of low-cost (LCC) and network (FSC) airlines

Use of low-cost and network airlines LCC Sample FSC Sample
% %

Used a network, full-service airline before

Yes 72.0 100.0

No 28.0 0.0

Chi Square=56.06; df=1; P =.001

Eta: .42; P=.001; F=68.10; P=.001

Used a low-cost airline in the past year

Yes 69.5 60.2
No 30.5 39.8
Chi Square=16.58; df =1; P=.001

Eta: .23'P=.001; F=17.41; P=.001

Used a low-cost airline for business

Yes 81.8 40.3
No 18.2 59.7
Chi Square=53.31; df=1; P=.001

Eta=.41; P=.001; F: 64.05; P=.001
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Will use a low-cost airline for business in future

Yes 100.0 81.1
No 0.0 18.9
Chi Square=29.61; df=1; P=.001

Eta: .31; P=.001; F=32.55; P=.001

Business class offers value for money

Yes 17.4 33.5
No 82.6 66.5
Chi Square=10.0; df=1; P=.002

Eta =.18; P=.001; F=10.27; P=.001

In the event of a cut in travel budget you would

Reduce travel 36.4 13.1
Take few business flights 9.1 13.6
Downgrade to economy 0.0 34.7
Same number of flights but on low-cost airlines 54.5 38.6

Chi Square=69.04; df=3; P=.001
Eta:.10; P=.597; F=3.50; P=.062

Table 5. Importance rating of service elements

Service elements LCC Sample FSC Sample tvalue* Level of
Significance
_ Mean Mean
Quality 7.73 8.47 13.41 .001
Punctuality 8.16 8.73 9.81 .001
Frequency 8.37 8.43 1.09 121
Price 9.36 7.59 27.35 .001
Ticket flexibility 8.74 8.40 6.21 .001
In-flight service 5.35 8.45 31.89 .001
Comfort 6.83 8.51 30.92 .001
Safety 8.89 8.78 1.82 .101
Frequent flyer scheme 3.52 5.08 10.56 .001
Business lounge 2.90 5.66 26.97 .001
Overall satisfaction with service 8.51 8.60 1.46 .67

*Degree of freedom (df) for all 11 variables shown in this table is 1

The survey asked respondents whether they would be willing to pay for certain
additional services such as gaining entry into a business lounge or having a special
meal, etc. Most travelers were not willing to spend on these extras. The proportion of
LCC travelers (83.3%) who were unwilling to spend on such frills was higher than
business passengers using network airlines (56.3%). Asked whether their companies
would be willing to pay for such extras, a small number of respondents answered
affirmatively. The proportion of network airlines' business passengers who said that
their companies would pay for such frills was higher than the LCC passengers (31.3%
vs. 8.3%).
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6. FINDINGS IN REVIEW

The comparative survey data on business travelers of LCCs and FSCs reported
in this paper have generated a set of valuable findings. To recap, business travelers
using LCCs tend to be relatively younger, holding administrative jobs in middle
management positions, and mostly working in smaller companies. They also tend to
be different in terms of the booking process and the channels used for booking flights.
They make fairly extensive use of airline websites while a large number of passengers
of network airlines consider travel agents as a major booking channel. With respect to
rating of key service elements, the LCC passengers place more importance on fares
than the usual frills offered by network airlines such as FF schemes and in-flight
service. Business travelers using network airlines, by contrast, tend to be somewhat
older; they hold professional jobs, and work for larger companies in executive
positions. Unlike their counterparts using LCCs, they place greater importance on in-
flight service, comfort, business lounge facility, and FF programs, and are willing to
pay higher fares for these product elements.

However, it must be emphasized that in the current financial situation both
groups of customers (i.e., LCC and FSC customers) seem to look for better value for
the travel price they are willing to pay. They do shop around on their own or with the
help of their secretarial staff, in-house travel managers or departments, and travel
agents to maximize the return on their travel expenses. Most travelers using LCCs or
network airlines see little value in business class travel and would like to consider LCCs
in future. In case of reduction in travel budget, several users of network airlines would
prefer to use LCCs rather than reducing the frequency of their flights.

The differences between two groups of passengers seem to lend some support
to the claim that LCCs have created a new segment of passengers who either did not
travel much or travelled using other modes of transportation before the LCCs became
available. The fact that most travelers from both groups have used LCCs and FSCs
before makes it easy for them to change their preference for better value. With personal
budgets becoming more important in people's travel decisions and the consequent
popularity of LCCs, the network carriers might lose some business travelers to LCCs
in the GCC region. There is some indication that LCCs have achieved initial success
in attracting some passengers from the network airlines. Several current LCC

passengers in the sample have used network airlines before the emergence of LCCs.
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Likewise, several users of network airlines showed willingness to use LCCs for
business purpose in future.

As implied by these findings, the management of LCCs can certainly benefit by
building closer and meaningful ties with the corporate world. Most large-sized
companies have extensive purchasing facilities, separate travel departments or
managers, and LCCs can exploit such resources to reach the key personnel rep-
resenting senior managers who frequently travel to address routine organizational
problems or attend corporate meetings and conferences. Traditional channels such as
travel agents can play a vital role in reaching this target group to enter the corporate
world of business travelers.

Use of web-based booking is gradually increasing in the GCC countries and is
likely to increase further since the region is one of the most IT-connected regions in
the world [16]. However, most travelers still feel uncomfortable with Internet-based
transactions. In fact, some survey participants, especially the LCC passengers, felt
forced to go through the company's website as most LLC-operated travel agencies
rarely attend telephone calls (always busy signals!) and their call centers usually direct
the customer to their websites. It seems perhaps too hasty for LCCs in the GCC region
to promote web-based booking too aggressively at this early phase of the low-cost
service model [6]. As noted above, this may further de-emphasize the traditional
marketing role of travel agents, who are known for playing a central role in promoting
their sponsoring airlines. Most GCC travelers are accustomed to the service offered by
travel agents and will need considerable time to make transition to Internet-based

booking channels, which they find somewhat impersonal.

7. CONCLUSION AND IMPLICATION

The findings of the present study indicate a number of differences and simi-
larities between business travelers using LCCs and network airlines. On the whole, the
data reveal more differences than similarities between the two groups in the GCC
region and thus we may partially reject the null hypothesis in favor of the alternative
hypothesis. The findings support the conclusion that business travelers using LCCs
form a fairly distinct market segment from travelers using FSCs in the GCC region.

Since market segments in the airline business tend to change very swiftly

[10,11,25], it is important to periodically monitor the salient features of the segments
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served by LCCs and network airlines. As travelers' economic and social circumstances
change, their preferences for network airlines or LCCs are likely to change. Further
research is clearly needed to generate periodic data to review the profiles of business
travelers using LCCs and network airlines and assess the nature and extent of change
in their preferences. Such data are important to guide marketing strategies of both
LCCs and network airlines in the present competitive environment facing the airline
business in GCC and other parts of the world.

With growing popularity of LCCs in the GCC region and several Asian countries
such as China and India, the number of both business and leisure travelers is likely to
grow. This will further stimulate the competition in the regional and global airline
market, which may lead to the emergence of new LCCs or even the extinction of some
less competitive airlines. It is perhaps important to note that in early 2014, RAK Airways
stopped its operations after just about three years in business. In 2010, Sama Air, a
Saudi Arabian LCCs grounded its service. However, despite these failures, the
success of some LCCs such as Air Arabia and Fly dubai may attract new LCCs in
the region. For instance, in 2010, Qatar Airways announced its intention to introduce
a low-cost service [26]. While this decision is still pending, there is, however, always
the possibility of other potential competitors entering the low-cost air service in the Gulf
region where the population of expatriates is rapidly increasing.

Research on the competitive strategies of low-cost and full service airlines is an
important area that merits special attention in future studies of the airline business in
the GCC region. Another issue that future research may address is the changing nature
of the relationship between the airlines and airports as a result of low-cost airlines'
pressure on airports to renegotiate operational costs in order to sustain the low-cost
model [14].

The phenomenal growth of LCCs has caused major changes in the profile of
airline customers in almost all countries around the globe. The implications of the
findings explored in this paper are not confined to the GCC region per se. It will be
useful to replicate the present study in other countries and regions to develop a better
understanding of the strategies that may enhance the performance of both low-cost

and full service airlines in the current highly competitive airline industry.
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ABSTRACT

It is a challenge for most developing countries, especially in Africa,
to mobilize domestically enough capital to meet their extensive investment
needs because of two main reasons: the undeveloped nature of their financial
system and the low rate of access of households to basic financial products. This
study analyzes the impacts of persistent savings (S)-investment (I) gaps on
economic growth using a sample of 5 developing countries in Africa - Egypt,
Céte d’lvoire, Ghana, Kenya and Nigeria. The methodology of this study is based
on a Ramsey model within a general equilibrium framework where consumption
and savings are the determinant factors in a typical household’s utility function.
Calibrations and simulations indicate significant gaps between optimal and
actual levels of savings and investment. Furthermore, the findings point out that
these gaps are associated with relatively lower growth rates of actual output
compared to simulated output, with the notable, but limited, exception of
Nigeria until 2019. It accordingly becomes appropriate to suggest policies addres-
sing both the structural and non-structural factors that limit the ability of these
developing countries to effectively bolster households’ deposits.

Keywords: savings-investment gap; economic growth; developing count-
ries; Africa; JEL Classification: E27, O11, O55.

1. INTRODUCTION
Emerging countries in Asia have bolstered the long-established paradigm

that identifies domestic savings as the backbone of any sustainable development
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process. This stylized fact has generated lots of interests among academics and
development partners as attested by the extensive body of theoretical and
empirical studies that exists on the impact of domestic savings on real output.
Another stylized fact is that developing countries in general, and the ones in Africa
in particular, present a picture dually characterized by (i) low domestic savings in
volume and as a share of gross domestic product (GDP) and (ii) the absence of
both tangible and adequate policies to promote domestic savings.

With a financial system that lacks depth and breadth, let alone the absence
of strong and effective regulatory institutions, African countries face challenges
when attempting to mobilize capital domestically to meet their massive investment
needs. It is critical that these countries explore in earnest means and ways to tap
into their domestic markets in light of their limited access to international capital
markets. Such an approach is viable and has the merit of making these countries
less dependent on international capital markets. It also reduces the uncertainty
associated with the collection of funds to finance the development of infrastructure
systems or support other macroeconomic policy priorities. Indeed, the twofold goal
of generating sustained economic growth and making a dent in the level of poverty
is unattainable for African countries unless substantial direct investments in the
creation, expansion and maintenance of infrastructure are made. In other words,
domestic direct investment through domestic savings or domestic capital markets
must be the centerpiece of the much-needed infrastructural transformation in
African countries.

According to the World Bank’s African Development Indicators [1], gross
domestic savings as a fraction of GDP across Africa is relatively low. It roughly
stood at 20, 17 and 21 percent in the 1980s, 1990s and 2000s, respectively.
Comparatively, these figures were 28, 32 and 32 percent respectively for Asian
countries over the same periods [2]i.

This paper endeavors to investigate through a dynamic simulation exercise
the impacts of persistent and large savings-investment gaps on economic
growth. It will derive in the process the costs associated with these low savings
rates in terms of economic growth forfeited.

The literature abounds in papers pertaining to savings, capital accu-

mulation and economic growth in both developing and developed countries.
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It is impossible to entertain a substantive discussion about savings, capital
accumulation and economic growth without referring to the pioneers of economic
development and growth models of the likes of [3,4,5,6,7], among others. The
common denominator of all these studies remains the indispensable nature of
both savings and investment in achieving sustained economic growth.

As elaborated by [8], a country that does not generate enough savings to
fund investment must find external sources of funding or incur a cost at the
macroeconomic level in the form of “slow progress in [economic] development”
Ultimately, such a cost will impact income distribution in a given country.

Many Asian countries (China, Japan and East Asian Tigers) have been
renowned for higher rates of savings comparatively to other regions of the
globe. These high rates have prompted some scholars such as [9] to examine
the optimality of savings, more specifically, as it applies to China. Using an
open economy Ramsey model with both perfect and imperfect world capital,
they uncover that savings in China are excessive. This finding implies that
current generations forgo higher consumption, which leads to a sub-optimal level
of consumption in the economy, at equilibrium.

On another note, [10] focuses on India to explore whether or not domestic
savings cause economic growth. Their methodology mainly utilizes two well-known
estimation techniques in the literature: co-integration and maximum likelihood. In
accordance with the neoclassical and post-neoclassical models of economic
growth, they establish that savings have long-run effects on income. Furthermore,
they find out that growth impacts savings as well-establishing thereby that
there is a bidirectional cause and effect relationship between savings and
growth. [11] comments on the relationship between the balance of payments of
the United Kingdom (UK) and the savings gap. Through a careful analysis of
trends in UK’s investment-savings gaps from 1960 to 2007, she reaches the
conclusion that the balance of payments deficit experienced by this country is
proportional in size to the investment-savings gap. To promote savings and
reduce this gap, she proposes among other policies the imposition of taxes on
consumer credit and mortgages and the subsidy of savings.

In explaining both low savings rates and large savings-investment gaps
in developing countries, [12] point to the scarcity of formal financial intermediaries

in these environments where informal intermediaries have flourished. For instance,
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there exist systems such as the Caja de Ahorros in Panama, Susu in Ghana
and Ton Ton in Sierra Leone and Islamic banking, among others. Using
macroeconomic identities, they determine, in the case of the latter, that savings-
investment gaps are worsened as it promotes higher consumption.

This paper is organized as follows. The next section presents some
perspectives regarding savings and investment in Africa. Section 3 discusses the
macroeconomic model used in this study. In section 4, calibrations are made
and results of simulations are shown and commented. Concluding remarks are

made in the fifth section.

2. AFRICAN HOUSEHOLDS: SAVINGS PATTERNS AND HABITS

From their independence until the beginning of the 218t century, most
developing countries in Africa heavily relied on overseas development assis-
tance (ODA) to fund the bulk of investment needed to prop growth and create
a sustainable economic development path. Consequently, the domestic and
regional financial markets - as sources of funds - were neglected considering
that no or few viable policies were actively implemented to shore up domestic
savings, especially households’ savings.

For the sample of African countries considered in this study, the average
savings rates have hovered between 6 and 23 percent of GDP since 1980. Ghana
for instance reached average savings rates of 6.2, 7.3 and 5.6 percent in the
1980s, 1990s and 2000s, respectively. These rates have remained modest,
especially in the most recent years. Such a situation has underscored the heavy
reliance of the country on foreign sources of capital to address its domestic
investment needs. It is important to emphasize that all modern economies vie
to create a competitive environment to attract foreign investment. However, one
cannot stress enough the fact that foreign investment or foreign sources of
capital should not be a substitute for domestic investment or domestic sources of
capital, which is essential to sustain economic development and create a balanced
growth path less subject to external factors or shocks.

On the other hand, Nigeria has exhibited higher rates of 19.6, 24.7
and 23.9 percent respectively in the 1980s, 1990s and 2000s" These rates,

although moderate, pale in comparison to those of a developing country such
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as China, which boasted rates of 35.4, 41.1 and 47.3 percent, respectively, over
the same periods (Fig. 1).

In sum, it appears that domestic savings rates are relatively low in most
African countries, except for countries like Nigeria where these rates are
moderate. It is noteworthy that the lion’s share of domestic savings by African
households is in the form of nonfinancial assets [13]. This fact compounds the
existing challenges encountered in the mobilization of resources by drastically
reducing the pool of resources available through the domestic financial capital
market. A natural consequence of such an environment is a rampant savings-
investment gap.

Furthermore, the bank access rate remains low in our sample of countries
in particular and African countries in general. The latest figures obtained in 2011
show that these rates are below 50 percent for all countries in our sample (Fig. 2).
Diligent efforts to improve the bank access rate will expand a great deal the pool of

funds that can domestically be tapped into.
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3. MODEL
The methodology of this project is based on a Ramsey model within a
general equilibrium framework. We assimilate each African developing country

to a small-open economy with three sectors-household, firm and government. The
model follows [14,15].

3.1 Household Sector

The representative household’s lifetime utility depends on savings and
consumption, which use up her entire income at each time period. The preferences
of a typical household are captured by a (utility) function U (.) that exhibits
intertemporal dependency in consumption, through habit formation, and

separability between consumption and savings. As a result, U (.) can be defined as

U(Ct, St) = alog(Ct-vCt-1) + (1-a)log(St), (1)

where Ct and Ct.1 represent spending on consumption goods at time t and

t-1, respectively; and St is savings. We assume that both Ct and St are

nonnegative, and the former is also nonzero. a is the fraction of household’s
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income spent on consumption, while v captures habit formation or any aspect of
past consumption patterns subsequently carried over. More specifically, the past
refers to the previous period, t-1, only. 0<a<1 and v>0.

v is relevant in this formulation considering that a typical African household
is more likely to adopt a rather conservative approach as far as consumption
is concerned. Two main rationales could support this fact. First, the average
size of a typical African household or “family” is large, and its definition is
culturally different from the one prevailing in Western countries. Second, there is
a relatively high poverty rate and a dominant rural population. Thus, it is likely
that v will carry a relatively high value.

Optimality for the representative agent is reached when she maximizes
her lifetime utility with respect to Ct and St subject to the budget constraint:

wilt + rtSt-1 + Tt = Ct + St, (2)

where, at time t = 1, 2, 3,..., wt and r; are the remunerations of labor and
capital respectively. St is savings and Tt accounts for government transfers

received.

3.2 Firm Sector

Output production is characterized by a Cobb-Douglas function:

Y = A KO Li,"’ (3)

where, at time t = 1, 2, 3,..., Yt stands for output; At captures the state of
technology and Ki is a measure of capital stock. Additionally, a is the partial

elasticity of output with respect to capital — the capital share of output — and (1-a)
indicates the partial elas [ticity of labor with] respect to output — the labor share of
output. The optimization problem for the typical firm sums up to choosing the
appropriate levels of Kt and Lt that maximize its profit. That is:

Max AK, L -rK, -w,L K, L, (4)
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3.3 Government Sector

The government of any representative economy has two sources of
revenue: tax and borrowing. The latter is achieved through bonds issuance,
while the former applies essentially to consumption in the form of a value added
tax (VAT). The revenue collected serves two main purposes and is entirely spent
at each time period. On the one hand, it is used to retire previous debt and it
helps finance, on the other hand, a variety of social programs and the provision
of public goods through transfers to households. Based on these premises, the

government budget constraint is set up as follows:

1C + b, = T, + Rb,4, (5)

where, attime t =1, 2, 3..., bt is borrowing (in the form of bonds issued) and

R denotes the world interest rate that applies to borrowing contracted by the
government on international capital markets".

Following the definition of the model, we proceed to solving it by deriving
the first-order conditions and steady states that will serve as the basis for
simulations.

The first-order conditions associated with the representative firm yield:

_ a-1,1-a
r=aAK, "L

and
W (:1 —G)A t Kt Lt.a (7)
Equations (6) and (7) can further be expressed on a per capita basis:
r=0Ak" ()
and
we = (1- a)aAtkt, (7)

where, att =1, 2, 3,..., kt represents capital per unit of labor.
The transition law of capital can be written as:

K (=18-)K, 4 +; (8)

where lt is investmentatt=1, 2, 3,...
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Lemma: S:is not different from | as government’s savings does not exist, or

is assumed negligible. In other words, S, = It.Vi

Using Equation (1) and lemma 1, Equation (8) becomes:
St =Ki— (1-5)Kt-1. (9)
Therefore, the final form of a typical household’s budget constraint is:

Wil + riSeq+ Ty = Gt + Ky — (1-0)Kt1
(10)

The Lagrangian resulting from the optimization problem is written as follows:

L:Zsf[a log(C,-vC, )+(1-a)log(s )]+ ZEH eh,[ +K -(1-8)K -w -RS -T7] .

(11)

Using Equation (11), the first-order conditions are derived as follows, after
rearranging:

}\‘ _ o + av e
‘" Cc-vC, C,-vC (12)
[y + XDy s, 1= By (1-9) (13)
£(1-0) =5 Bl R, (14)°

t

The parameters of the model are a, a, 5, v and E and the identified exogenous

variables are Ry, A;, wy and r; and T;.

3.4 Parameterization and Calibration of the Prototype Model

After deriving the solutions to the economic problem, the simulation pro-
cesses for the paths of savings and investment, and savings-investment gap,
and output can be completed for Egypt, Cbte d’lvoire, Nigeria, Ghana and Kenya.
This step requires the parameterization of our model that is summed up in
Table 1.
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Table 1. '_I'he parameter values

Parameters Source Values

EGY Clv GHA KEN NGA
a WDI, AfDB 0.6 0.7 0.7 0.69 0.7
a WDI, AfDB 0.8 0.85 0.83 0.7 0.65
0 WDI, AfDB 0.08 0.095 0.086 0.081 0.045
v Authors 0.6 0.65 0.65 0.65 0.65
€ WDI, AfDB, IFS 0.891 0.95 0.814 0.842 0.887

In a second step, the prototype model is calibrated for each country using
the year 2010. Simulations are conducted from 2010 to 2040 using the method
by [16, 17]. As far as the data generating process is concerned, an AR (2) model
is used for Céte d’lvoire and Ghana.

For Nigeria and Kenya, an ARMA (2,3) is considered, while an ARMA
(3,1) is found to be appropriate Egypt""

4. RESULTS™

Fig. 3 reports the outcomes of simulations for Cbéte d’'lvoire (CIV) when
the Sl gap is contained and reduced. Indeed, from 2010 through 2040, the
simulated gap remains on the average 52 percent lower than actual values. More
specifically, this figure hovers around 46, 55 and 54 percent for the 2010s, 2020s
and 2030s, respectively (Table 2). On the other hand, it appears that such a
reduction in the gap for this country generates a substantial boost in output. This
boost ranges between 10 and 13 percent over the period of interest through
2040, with an average of 12.5 percent. In other words, the country’s real output
level is expected to be about 12.5 percent higher than actual (real) output, on the

average, if it were to diligently implement policies intended to halving the SlI gap.

Table 2. Reduction targets in Sl gaps (in percentage)*

PERIOD Clv EGY GHA KEN NGA
2010-2019  46.8371932 19.5196052 75.4863834 74.17878333 -

2020-2029 55.03938464 19.25681193 66.45335995 48.74071509 70.24448219
2030-2040 54.80382436 18.64896329 66.90283 30.54222683 73.04731857

Average 52.2 19.1 69.6 51.1 40
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As far as Egypt (EGY) is concerned, Fig. 4 reveals that the simulated S| gap
is about 19 percent lower than the actual one from 2010 to 2040 (Table 2). By
curbing this gap, the study points out that EGY will be able to reach a level of
output about 2.7 percent greater than its actual level, on the average, over the
period aforementioned. This figure is relatively small compared to the one of CIV.
However, it is noteworthy that these simulations find out that EGY will cross the
$1 trillion landmark for RGDP in the vicinity of the year 2035.

As reported in Table 2, the simulated S| gap is found to be 69 percent below
its actual level for Ghana, on the average. This is the largest decrease for the
5-country sample considered in this study (Fig. 5). This figure reaches a peak of
75 percent in the 2010s. Over the period of interest, the analysis shows that
simulated output is about 8 percent higher than actual output once the reduction
target of Sl gap is achieved.

For Kenya (KEN) and Nigeria (NGA), the simulations reckon reduction
targets of 51 and 40 percent, respectively, in S| gaps (Figs 6 and 7). These targets
in turn bring about an additional real output gain of 4.5 percent for Kenya and
2 percent for Nigeria. For the latter country, the real output will cross the $1 trillion
mark around 2025, approximately 10 years before Egypt.

Moreover, a peculiarity is noteworthy. Indeed, until around 2019, simulations
results indicate that savings surpass domestic investment. As a result, one
notices that simulated output globally trails actual output over that time period.
This finding is unique to NGA. However, from 2019 onwards, it appears that the
trend is reversed as savings lag behind domestic investment.

This fact transpires as well in the comparison between simulated and actual
output with the former outpacing the latter.

Overall, this simulation exercise for CIV, EGY, GHA, KEN and NGA has
highlighted that a reduction in the Sl gap is associated with a faster expansion of
real output.

To reduce this gap in practice, concrete steps to reverse the low access
rate of households to financial institutions could be taken to grow the available
pool of domestic fund to finance domestic investment. Among other measures that
could be impactful, a framework should be implemented to drastically reduce or
eliminate altogether fees charged to individuals to open and/or operate a bank

account - savings or checking. Indeed, these fees prove exorbitant in an
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environment where tens of millions live with less than a dollar a day.
Furthermore, paperwork must be slimmed down to the minimum, as obtaining
certain documents, namely identity cards, can prove challenging for many [18].
Another approach that could be contemplated is the introduction of a well-thought
subsidy scheme for savings, as advocated by [11].

Moreover, to increase the access of households to financial outlets,
para-financial institutions and new technologies should be introduced and
expanded. For instance, post offices and other microfinance institutions could be
part of the solutions. It is also imperative that authorities develop safeguards that
protect all depositors, especially the small ones, as confidence in the financial
system is indispensable. This is crucial as illiteracy rates are still high in these
developing countries. Indeed, it is unlikely that an illiterate farmer in some
remote area will harbor enough confidence to deposit his hard earned income
with any institution. As far as new technologies are concerned, the prevalence of
cell-phone users in most African countries can be an asset in promoting

mobile banking based on the experiences of countries like Kenya and Nigeria.

5. CONCLUSION

This paper has endeavored to investigate the relationship between Sl gaps
and output using a Ramsey model within a general equilibrium framework.
Simulation exercises for a selection of 5 developing countries in Africa are
conducted. Within our framework and the 5 sets of calibrations performed, results
seem to conclusively point to positive impacts of reductions in S| gaps on output
expansion. This finding suggests that the implementation of effective policies to
decrease the Sl gap could be considered as a viable option by decision-makers in
their attempt to boost economic growth in their respective countries.

All in all, developing countries in general and African countries in particular
should earnestly open a new chapter regarding the mobilization of resources to
finance their vast investment needs. Mobilizing and relying on - their own -
domestic resources should henceforth be front and center of that new chapter,

which will usher in the beginning of a new development paradigm in Africa.
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Notes
'The Asian countries considered are China, South Korea, Philippines, India, Indonesia, Malaysia and Thailand.
"The years 2000s are extended through 2012 to include the most-up-to-date data in this study.
iData from Nigeria were collected from the African Development Bank Socio-economic database [19].
“For member states of the West African Economic and Monetary Union, data were unavailable for Céte d’Ivoire and Cape Verde
in the WDI database. For other countries in this Union, data show Burkina Faso with the highest rate at 13.4%.
"These include as well borrowings from bilateral and multilateral partners - World Bank, International Monetary Fund, African
Development Bank, and so forth.
ViThis lemma, which is commonly derived and used in the macroeconomics literature, does not depart a great deal from a stylized

fact in most developing African countries, as public savings is by and large marginal.

vii

The intertemporal Euler Equation is (] —Q ) o oOVE It is obtained by deriving E:
. _ T ]

- 8Rt+l [
S t Ct+1 -V Ct Ct+2 -V Ct+1

from Equation (12) and substituting in Equation (14).

Viii

These models provide the strongest econometric results with White Noise residuals and lowest AIC and SIC values.

Furthermore, approximations methods for all solutions were developed following synthesis presented by [20].

*For each figure, the third exhibit represents the average percentage increase (or change) in simulated outout — above actual
output.

XIn the 2010s, savings exceed investment by about 19 percent for Nigeria. This explains the low average for this country over

the entire simulation period.
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ABSTRACT

Namibia became independent in 1990. Since then, the democratic
government has pursued various development policy tools to empower Namibians
economically. The 4th National Development Plan identified four strategic economic
growth enhancing activities, namely agriculture, manufacturing, logistics and tourism.
Agriculture remains the largest employer while manufacturing, logistics and tourism
are growing, but slowly. This paper is premised on investigating whether or not there
is a causal and long term relationship between agriculture and manufacturing
sector growth over the period 1981-2012.

Ascertaining the direction of the relationship is part of the objectives. Analytical
methods that were used include unit root, correlation test and a Granger Causality
model. With the use of time series data, the results confirmed stationarity of
the data. With 31 observations, no causal relationships were established between
agriculture and manufacturing in Namibia. Appropriate policy interventions are
required to influence how the two sectors should benefit from each other. Such holds
potential for both sustained employment creation opportunities and economic growth
in Namibia.

Keywords: stationarity; causality; correlation.

1. INTRODUCTION

Namibia is an upper middle income country. The main quest for Namibia is to
reduce poverty by means of creating employment opportunities for its citizens. For
historical reasons, Namibia became independent in March 1990, making it one

among the latest countries to achieve independence in Africa. The country is
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sparsely populated and it has a human population size of 2.1million. The economy is
modestly growing but it has not created many jobs over the years. The slow worker
absorption by the economy has led to a high unemployment rate which currently
stands at 27 percent.

Over the years, Namibia's primary sectors have largely exported commodities
in raw form. Value-addition is only being emphasized in recent times. Thus the
economy is heavily dependent on exports from mining, fisheries and agriculture. This
dependency holds very little prospects in a long run which suggests the need to
diversify the economy from being mainly an exporter of primary products to one that
produces finished goods. The biggest employer among the primary sectors is
agriculture while other sectors trail behind it. Mining is the biggest foreign currency
earner while tourism is the fastest growing sector. All the sectors are interrelated by
the network of logistics. As outlined in the 4th National Development Plan, logistics
is one of the crucial sectors that need special attention [1].

It is common knowledge to think that sectors of the economy work together.
This means that there should be some interrelationships across various economic
sectors. Since agriculture provides raw material to manufacturing, intuition suggests
that testing for an existence of a relationship between the two sectors may shed
more light on policy interventions needed in the medium and long term.

The objectives for this paper are: to study whether or not there is a causal
relationship between growth of agriculture and of manufacturing, and also to
determine the direction of the relationship if it exists. The hypothesis that was to

be tested is that 'there is no relationship between agriculture and manufacturing'.

2. LITERATURE REVIEW

There are various studies that have tested the relationships between
economic variables. Some of the studies applied the methodological approaches that
come closer to what was used in this paper. In a study by [2] about financial
intermediation and economic growth in Sudan, unit root and cointegration tests were
applied. Although his paper did not focus on agriculture and manufacturing, the
manner in which the two tests that were mentioned earlier were applied provided
some insight for the current paper.

While studying how the agricultural sector is linked to other sectors in
Romania, [3] found that industrial growth had a harmful effect on the future course of

agriculture, while the service sector stimulated the development of agriculture. [4]
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assessed the relationship between exports and economic growth in India using a
Granger causality test. The results points to a directional causality which runs from
economic growth to exports and vice versa.

In attempting to establish the causal relationship between tourism and
economic growth in Sri Lanka, [5] ran a unit root test and applied the Johansen
Cointegration test. These two tests were helpful in establishing for stationarity and
cointegration. A decomposition test was conducted. The findings are that general
economic growth is caused by its own and by tourism, while tourism is only caused
by economic growth at home and abroad.

When investigating the causality between exports and economic growth in
South Africa, [6] applied a linear granger and found no significant relationship
between the two variables. In another study, [7] studied the causality between
agricultural output and economic growth in Libya. The granger causality test, together
with other techniques was employed in the study. It was found that there was a
unidirectional causal relationship between agricultural output and economic growth
but only in a short run.

In another study of the relationship between total exports, manufacturing and
agricultural output in which the Granger causality model was applied, [8] found that
industrial growth caused both growths of exports and of agriculture. Further, growth
of agricultural output did not lead to higher growth rates of exports or industry.

When studying to establish the causal relationship between gross domestic
product (GDP), agriculture, industrial and services sectors, [9] revealed that
equilibrium relationships existed between the sectors. It was found that growth of
GDP granger-caused growth of agriculture and vice versa. Industrial sector growth
granger-caused GDP growth and vice versa. The same was observed for industrial
and services sectors. An unidirectional Granger causality was found to occur from
industrial sector to agriculture and also from GDP to the service sector.

Closely similar to [9,10] studied the causal relationship between GDP,
agriculture, industrial and service sector growth in North Cyprus and achieved
interesting results that point to the fact that agriculture is the back bone of that
economy. It is agriculture that feeds the industrial sector with raw materials.
However, agriculture in that economy does not stimulate growth of GDP.

Agriculture was found to be an engine for economic growth in various studies
in certain countries and those includes studies done by, among others, [10,11].

In  developing countries, agriculture was found to be declining in terms of its
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contribution to economic growth. A more robust role for agriculture in terms of
economic growth was observed across Asian states. The conclusion is that by
increasing value addition in the agricultural sector, general economic growth can
benefit [11].

A study by [12] to determine whether or not there was a long-run relationship
between agriculture and economic growth in Thailand used among others, a Granger
causality model. The findings are that economic development stimulated agriculture.
It also enlightens that long-term stable agricultural growth is necessary to allow
economic development to occur. In Iran, [13] evaluated the relationship between
tourism industry and economic growth. Applying a granger causality test proved
that there is a mutual causal relationship between the tourism sector and economic
growth. Still in Iran, [14] also investigated the relationship between tourism industry
and GDP. In this case, a granger causality test was used and it was found that there
existed a bi-directional causality between income earned from tourism and GDP.

In India, it was found that agricultural output growth causes imports and
exports to grow, while import growth also caused agricultural output to rise. With
regards to manufacturing, it came out that growth of manufacturing output and of
imports jointly caused exports to increase. Exports and imports jointly caused
manufacturing output to rise [15]. This study, however, did not ascertain the
relationship between agriculture and manufacturing directly but only via their relations
to imports and exports.

An interrogation of Mellor's Law comes to mind here. Mellor's Law provides
that as the agricultural sector grows faster, its relative size declines. This notion
comes about due to the fact that technological know-how is seen as being more
imperative to addressing the challenges of a growing population [16]. It is a
contestable argument to have to believe that agriculture will decline after it has grown
faster. While this Law is useful, its applicability will vary depending on the country's
strategic sector growth priorities.

The literature presented ushers in a schematic view of the various economic
components that links well with agriculture and manufacturing in the Namibian
economy. Focus is not on all of the arrows but the following: 1, 3, and 5 while other

arrows 4, 6-12 only show a wide relationship in the mainstream economy.
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Fig. 1. An overview on the possible causal relations between GDP and its sectors

In Fig. 1 above, the Namibian economy is multifaceted in terms of its
economic drivers. Growth in various drivers is imperative to the aggregate growth of
the economy which has been referred to as GDP growth. Thus, agriculture and
manufacturing are also vital players in Namibia's economic growth path. Existing
interrelationships among various drivers which are presented in web-type

connections are important in studies of causal relationships.

3. MATERIALS AND METHODS

3.1 Data and Analytical Procedures

The study used annual GDP time series data for the period 1981 to 2012 at
2004 constant prices for both agriculture and manufacturing. The data was obtained
from Namibia Statistics Agency. In order to determine whether or not the data is
stationary, unit root test was undertaken by means of applying the Augmented
Dickey-Fuller (ADF) test. [17,18] used the ADF test in their studies that applied time
series data when testing for stationarity. The ADF proved to be a useful tool in that
regard. The ADF test was founded by Dickey and Fuller in 1979. In this case,

stationarity was confirmed and thus cointegration test became unnecessary.

3.2 Model
Due to lack of empirical evidence which could conclusively indicate

sequencing from either direction between agriculture and manufacturing output
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growth rates the Granger causality test was performed on the data. The following
equations were constructed to establish the growth linkages between the agricultural

and manufacturing variables:
AgGR Zn;b,.AgGR ) Zn;ylManGR 1o

ManGR . Y b.ManGR .. 3, y,AgGR , e,

Where:
AgGRis is agriculture's growth rate variable,

ManGR represents manufacturing sector's growth rate variable, and

& is the error term.

4. RESULTS AND DISCUSSION
Using the correlation test (Table 1) to show the association of GDP growth in
the agricultural and manufacturing sectors, the results reveals a positive correlation

between the two sector GDP growth rates with an R2=0.79%.

Table 1. Correlation matrix table

_AgGR _ManGR
AgGR 1 0.7921
ManGR 0.7921 1

Unit root test

The ADF test was applied to test for stationarity, but it should be noted that
this test provides a test of the null hypothesis of non-stationarity. Table 2 below
shows the ADF test results for both Agriculture and Manufacturing output growth
rates series. In this case the null hypothesis is rejected with an understanding

that the variables are stationary. This carries that the data is integrated in order.
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Table 2. The Augmented Dickey-Fuller test results

Augmented dickey-fuller (ADF) test statistic

Variable ADF(L) CcV
Level -5.354670 (0) -2.960411
First Difference -6.704914 (1) -2.967767
AgGR Second Difference -5.693543 (4) -2.986225
Level -5.928171 (0) -2.960411
First Difference -6.491467 (0) -2.967767
ManGR _Second Difference _-5.489849 (7) -3.004861

Note: L denotes the lag length selected using SIC, and CV denotes critical values at 5%

significance level

Due to the existence of stationary that was confirmed in the ADF unit root test,
co-integration test could not be done as the time series data were integrated in order.

However, the next step was to test for causation using the granger causality test.

4.1 Granger Causality Tes

Table 4. Granger causality re sults of data for 1980-2012

Null hypothesis: Lag Obs. F-statistic Prob. Decision
Manufacturing does not 1 31 0.10133 0.7526  Accept
Cause agriculture 2 30 0.09740 0.9075  Accept

3 29 0.29970 0.8252  Accept

4 28 0.39859 0.8072  Accept
Agriculture does not Granger 1 31 0.25854 0.6151 Accept
cause manufacturing 2 30 0.14695 0.8641 Accept

3 29 0.25381 0.8578  Accept

Causality test results (Table 4) for the data of 1981 to 2012 confirms that the null
hypothesis which states that the growth in manufacturing GDP does not granger
cause the growth in the Agricultural sector (from lag 1 to 4) was accepted. This
means that growth of manufacturing output occur without a direct influential cause on
economic output in the agricultural sector. In the same way, it was found that growth
of agricultural output does not granger-cause manufacturing output to rise. This came
from an accepted null hypothesis which purposed to test whether agricultural growth
does not granger cause manufacturing (i.e. lag 1 to 4). Thus there is no causal

relationship between the two sector variables.
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These findings reflect that although the Namibian economy is spearheaded by
relevant policies however, sectoral linkages between agriculture and manufacturing
are not that effective to have strong impact on each other. The findings also points to
the fact that despite conducting an investigative study of a long term causal
relationship among the two sectors, convergence was not found and is thus lacking.
Therefore, existing policies are not driving the relationship to an extent of inculcating
a multiplier effect on each other. This lack of causality between the two sectors can
be attributed to existing policy weaknesses that undermines development in these

sectors.

5. CONCLUSION

Literature review has shown that several countries have managed to create
positive sectoral feedback sloops, and that agriculture can be a dynamizing sector.
As years pass, the principle of Mellor's Law may apply but robust policy measures to
strengthen the role which the agricultural sector may play in supporting
manufacturing and vice versa will highly be needed. Given the empirical evidence
that there is no causal relationship between the growths in agriculture and
manufacturing sectors, Namibia has to work on ensuring that sectoral economic
policies are coordinated in a manner that national economic growth is stimulated.

Since agriculture comprises of both crop and animal production, it is expected
to contribute more raw materials to manufacturing than it does currently.
Manufacturing should also be structured in such a way that it does not only draw
more on the production resources from agriculture but that it should also become a
supplier of needed inputs to the agricultural sector. Going it this way can offer better
scope for proper economic planning and attainment of reasonable sector growth,

holding all other things constant.
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ABSTRACT

This study aims at investigating the impact of Zakat on aggregate consumption
and poverty alleviation in Egypt. To achieve this, the study presents the concept of
poverty and the strategies of poverty alleviation in a conventional economy, and then
discusses the concepts of poverty in Islam and the ability of Zakat to eliminate
poverty in the Muslim community. The most important results are the potential Zakat
collection in Egypt cannot eradicate poverty from the Egyptian economy and the
other types of charities may play an important role in eradicating poverty in Egypt.
The study recommends the need to pass legislation that requires the collection of
Zakat from different sectors, organizations and institutions as well as individuals.
Finally, the study emphasizes the need to voluntary charities as complementary tools
in poverty eradicating. The study recommends also the Egyptian government to
monitor and control the processes of collecting and distributing Zakat where the more
directed to the poorest eligible (first of the eligible categories), the greater the effect
on consumption then on poverty.

Keywords: Zakat; aggregate consumption; poverty alleviation; Egypt.

1. INTRODUCTION

At the 2002 Johannesburg Summit, the report of the Secretary-General of
the United Nations indicated that 15% of the world s population consume 54% of
world production, while 40% of the poor in low-income countries consume 11% of the
total world production, and that the poverty rate reached 23 percent in 1998 on the
grounds that the minimum income to the poverty line equals to one dollar a day, and
that there are 1.2 billion people living below the poverty line, and there are nearly
1.1 billion people do not have access to safe drinking water, 2.4 billion people have
no access to proper sewer system services, and that 113 million children in developing

countries, more than 60% of them are females, and finally in some of the poorest
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countries, one of every five children dies under the age of five. In some countries with
high human development, the life expectancy at birth reached rates 79.6 years, 78.5
years, and 74.5 years in Norway, the United Kingdom and Bahrain respectively, while
the same indicator stands at 56.5 years, 56 years and 43.3 years in Sudan, Senegal
and Nigeria respectively, and school enroliment rate recorded 100% in Norway and
39.4% in Senegal [1]. Human development report shows that HDI value for Arab
states, East Asia and Pacific, Europe and central Asia, and least developed countries
are 0.588, 0.643, 0.702 and 0.386 respectively. It reports that dropout rate in Arab
states, Latin America and the Caribbean, and South Asia are 9.5, 17.8, and 24.1
respectively through the period 2005 — 2008 [2].

Poverty is a global phenomenon prevalent in all countries of the world, but with
varying degrees, however, economists, socialists and politicians always tried to
define the meaning of a poor person, by identifying the so-called poverty line, and
then the person is said to be poor if his income level falls below the income level of
the poverty line. Fig. 1 shows the percentage of people who get less than two dollars
per day, assuming that the poverty line is two dollars per day. The table Records that
about 93% of the population of East Asia and the Pacific region received less than
two dollars a day in 1981, but this percentage decreased gradually during the period
1981 to 1996 to roughly record 69% in 1981 in low-and middle-income contries, and
kept declining to reach almost 58% in 1996. The same ratio fluctuated in the Africa

sub-Saharan countries during the same period.

100 M East Asia and the Pacific
90 (developing countries only)
80 - | West Europe and middle Asia
20 (developing countries only)
60 - M Latin America and Caribbean
50
40 -+ m low-and middle-income
30 countnes
20 -~ m Middle East and North Africa
10 - (developing countries only)

0 m Africa sub-Saharan
1981 1984 1987 1990 1993 1996 1999 2002 2005 (developing countries only)

Fig. 1. Percentage of population who get less than US$ a day (1981 — 2005)
Source: UNDP, Human Development Report 2006
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As for the Arab countries, the study carried out by the social sector in the
Secretariat of the League of Arab States found that the total number of poor below
the poverty line (two dollars a day) is about 78.6 million people in twelve countries
namely Jordan, Tunisia, Algeria, Djibouti, Sudan, Somalia, Palestine, Lebanon,
Egypt, Morocco and Yemen [3]. With regard to human poverty in the Arab, such
countries could be split into four main categories: countries with low human poverty
like Bahrain and Jordan; countries with medium human poverty like Syria, Lebanon,
Libya, Tunisia, Saudi Arabia, Kuwait, Qatar and the UAE; countries with high human
poverty like the Sultanate of Oman only and, finally, countries with very high human
poverty which include Egypt, Sudan, Yemen, Morocco and Iraq [4]".

In sum, poverty is a phenomenon afflicts the majority of countries around the
world, and despite the large number of studies and researches that have been made
to explain this phenomenon and provide strategies to eradicate it, but these solutions
have failed for various reasons. Now, does Islam offer a viable solution to eliminate
poverty? On this basis, the objectives of the research are to show that for the Muslim
community to conduct Zakat as was commanded by God the almighty would put an
end to poverty in the community, which was failed to be done through policies and
practices adopted by governments and nations in the conventional economies. The
current study consists of seven sections. After the introduction, the author reviews, in
details, the literature related to Zakat, macro consumption and poverty and Zakat
issues. In sections three and four, the study shows the concept of poverty and
strategies to fight poverty in the conventional economy. Section five is devoted to
present the concept of poverty in Islam and shows the role of Zakat in eradicating
poverty in the Muslim communities. In section six, the consumption function in Egypt
is formulated and estimated to analyze the effect of Zakat on consumption and
poverty. Finally, in section seven, the author displays the conclusion and policy

implication.

2. LITERATURE REVIEW
In this section, the study focused on the previous literature that related to

Zakat and poverty alleviation.

1 Some people decide that the spread of corruption and marginalization in the Arab countries are key factors in
the spread of poverty and inequitable distribution of income and wealth in those countries, see [7].
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2.1 Zakat and Poverty Alleviation

Ahmed [5] investigates the role of Zakat and Awgqaf institutions in poverty
alleviation at the macro-level and explains the appropriate institutional framework of
Zakat and Awgaf to achieve the potential funds of Zakat and Awqaf collections. The
study estimated the potential of Zakat collection and resources required for poverty
alleviation for a sample of 24 IDB member countries. The study divided the sample
into two groups and used a simple approach for estimating the required Zakat
collection for poverty alleviation. The study assumes that transferring US$ 1 per day
to a poor person in group 1 will move that person beyond the poverty line and US$ 1
transfers to people with an income above US$ 1 will bring them out of poverty
according to S2 measure of poverty. Transferring $1 to people whose income is less
$1 will move them up the $1 poverty line but still keep them in group 2. Shirazi, and
Amin [6] drew two shortcomings on Ahmed's [5] study, i.e., first, the study assumes
that every poor person has an income of zero and this is not true, where some of the
poor people have money but is less than $ 1. The study used the poverty gap index
instead of the poverty line for estimating Zakat and Aqwaf amount required. Second,
the study did not make distinction between Muslim and non-Muslim population for the
estimation of potential Zakat. To calculate the total amount required for poverty
elimination for a country, the study first calculated the poverty gap index then
secondly, the study rearranged the calculated poverty gap index to get the absolute
resources shortfall of a country. The study estimated the resource required by 38
OIC member countries and the potential Zakat collections for poverty alleviation after
dividing Zakat into the three categories conducted by Kahf [8] who estimated Zakat
collection for eight Muslim countries by using National Income Accounts. Hassan [9]
presents a model for integration of Zakat and Awqaf for poverty alleviation as a micro
finance tools. The study started by defining poverty in a conventional economy. Then
the study classified the anti-poverty programs into two strategies: (1) Indirect
strategies, which deal with macroeconomic policies for enhancing economic
growth, reducing unemployment, increasing per capita income, and achieving
the objective of eliminating poverty. (2) Direct strategies which deal with policies for
assisting the poor in the economy through providing assistance to ensuring credit
access, improving education and health. The study distinguishes among three
approaches for poverty eradication in Islam: (1) Positive measures which inclu-

de income growth, functional distribution of income, and equal opportunity.
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(2) Preventing measures through controlling over ownership and preventing
malpractices. (3) Corrective measures by redistribution of income and wealth in favor
of the underprivileged population through compulsory transfers (Zakat), reco-
mmended transfers (charity), and state responsibility. The study shows how Zakat
can be used to alleviate poverty. The study also classified Awqaf into three types:
religious Awqaf, philanthropic Awqaf, and family Awqaf. He explains the weakness of
traditional Zakat and Awgaf management. Hassan briefly discussed nine
weaknesses of conventional micro finance then introduced the full framework of a
model of integration of Zakat and Awgaf to eliminate poverty in an Islamic
community. Mahmud et al. [10] investigated the role of Masjid Council for Community
Advancement (MACCA) in Bangladesh in alleviating poverty. They showed full
description of MACCA objectives and its programs. To assess the impact of MACCA
programs on the living standard of MACCA's beneficiary, they collected data
by questionnaire from the beneficiaries of Hasana program. They focused on three
factors of the living standard: income, expenditure, and saving. The authors results
stated that the amount of Zakat provided to MACCA beneficiary failed to create
significant effect on the household income, expenditure, and saving. Febianto et al.
[11] analyze the impact of Zakat programs in Indonesia. Patmawati [12] studied
the role of Zakat in reducing income inequality and poverty in the state Selangor,
Malaysia. She used Lorenz curve and Gini coefficient for this purpose. The results
showed that with Zakat Lorenz curve moved closer to the perfect equality line
compared to the Zakat Lorenz curve before. Nuraman [13] examined the utilization of
productive-based Zakat experimental program conducted by Zakat organization for
poverty alleviation in Indonesia. He used United Nation Agency for Development
index which is known as Human Development Index (HDI) to measure the utilization
of the program. The main result of his study is that the average HDI Zakat-receiver is
lower than the average HDI both in Jakarta and at the national level. Yaumidin [14]
uses the methodology employed by Ahmed [5] to estimate the resources needed for
poverty alleviation and potential Zakat collection for Malaysia and Indonesia.
According to Mohamed and Rahim [15] Zakat acts as a unique measure vouchsafed
by Islam to abolish poverty. In a descriptive study, they investigated the role o
Tabung Baitulmal in reducing poverty through Zakat in Sarawak, Malaysia. They
recommended that the Zakat recipients must be informed about the aspirations of

Zakat as a socioeconomic tool and held accountable for accepting the funds.
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2.2 Zakat, Poverty and Income Inequality

Bourguignon [16] investigates the dynamic of poverty in the macroeconomic
context in terms of the triangle of “poverty-growth-inequality”. His analysis
emphasized the relationship between poverty and income distribution on one side,
and the effects of growth and distribution of income and its changes on poverty on
the other. Improving distribution of income leads to poverty reduction. The economic
growth may affect the primary distribution of income. He formulated the change in
poverty as a function of growth, distribution, and change in distribution. The
hypothesis of Poverty-Growth-Inequality Triangle (PGIT) is examined by Grammy
and Assane [17]. Their sample consisted of 66 countries and three time periods of
1970-79, 1980-89, and 1990-98. The results showed that improvement in income
distribution reduced the absolute poverty. However, growth and distribution reflect
insignificant effects on poverty reduction. But using variable capturing the interaction
between growth and distribution, the effects become significant and positive. That
means growth accompanied by improvement in income distribution works better than
growth and distribution alone. Ahmed [18] investigates the role of macroeconomic
factors and Zakat in affecting income distribution and poverty alleviation by using
some simulations on Bangladesh. He analyzes the macro and micro dimensions of
poverty then he formulated the income sources. He distinguishes between productive
Zakat which is for investment purposes and non-productive Zakat which is for
consumption purposes. He showed the micro and macro strategies of poverty
alleviation. His methodology stands on putting some assumptions and running some
simulations. Results stated that Zakat is an important tool for poverty reduction in
Bangladesh. The impact of Zakat on poverty can be more effective if: (1) Zakat is
complimented by macroeconomic policies that enhance growth and redistribute
income in the favor of the poor and (2) larger amount of Zakat funds should be

transferred to productive purposes.

2.3 Zakat, Consumption and Consumption Function

Khan [19] starts his derivation of the macro consumption function in an Islamic
framework by dividing the consumer expenditures into consumer s own worldly
spending, E1, and consumer's spending in the way of Allah, E2. Based on the
Muslim behavior and rational spending according to Islamic instructions, Khan put
the consumer total spending equation to include both spending then he derived the
consumer utility function as, U = F (E1, E2), with the income constraint Y = E1 + E2.

He assumed that the utility function has the following properties: 1 - The marginal
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utility of E1 is positive, 2 - The marginal utility of E1 declines as its volume increases,
and 3 - The marginal utility of E2 is positive constant for an individual with a specific
God-consciousness. E2 will be done by people who can afford it. In Islamic
terminology, this part will be spent by the owner of Nisab (the rich) to those who not
the owner of the Nisab (the poor). This leads to two types of consumers in the Islamic
society according to giving or taking the Nisab: the receiving and the payable
consumers of the Nisab. The consumption of the first consists of his lower income
and the transfers he is receiving (E2) as CL = YL + E2, where E2 = F (a, Yu), a =
F(T) and E1 = Cu + S, where Yu is income of the upper level income (transfers
payer), Cu is his consumption and S is his savings. The consumption function of the
transfers payer can be written as: Cu = (1 - o) F (E1), where oD= G(T). Tagel-Din
[20] reported that the two types of spending should be treated in commodities rather
than money values, so that the income function should be written as Y = P1 E1 + P2

E2 instead of what Khan has done.
Tagel-Din reported as well that assumed assumptions of the second part of

spending, E2, should be different than those for the first part, E1. Tagel-Din
introduces the utility function with his assumed assumptions as: U = F (E1) + a E2.
Then Tagel-Din concludes that the utility function represented by Khan as a base of
macro consumption function does not reflect the behavior of a genuine Muslim
consumer for several reasons, but the main one is assuming higher levels of taqwa
are inconsistent with spending in the way of Allah. Finally, Tagel-Din did worry about
the possibility of transferring Zakat-receiver to Zakat-givers and mentioned that this
possibility depends on “substitute effect" and “income effect" and asked to future
research to clarify this point. But from our side, | think the treatment is in short-run
and is under the static analysis, and this transformation would need longer time to be
done. Hasan [21,22] did mention some pertinent weaknesses of Khan constructed
macro-consumption function. The most important weaknesses are: the first is related
to the concept of a rational consumer, stating that the consumer rationality means
that the consumer will distribute his income among various uses in such a way to
maximize his satisfaction. Second is related to the concept of hoarding. In the
modern economics, the rational consumer will not hoard his wealth. On contrary, the
Muslim consumer can hoard his wealth after paying the Nisab every year. The Nisab
will spur the Muslim to push his hoarding back into the circular flow of money. Hasan
contradicts reversing the two positions in secular and Islamic situations by Khan.

Third, Khan stated that paying Zakat will induce Zakat-payers to put the major part of
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their saving into investment. Hasan reported that spurring a Muslim to invest his
savings is the anti-hoarding injunctions of Islam not the Zakat institution. Forth, Khan
states that, under the same circumstances, the consumption basket of a Muslim will
be smaller in general and the savings will be larger, than that of a secular consumer,
which is accepted by Hasan; but Hasan has doubted about Khan's elaborate
structure to reach the said conclusion. Hasan counts three factors affect the
division of a Muslim's income between E1 and E2 uses, and between consum-

ption and savings for E1.

These are (1) obligatory Zakat, Z, additional charity, Z1, and the fear of Allah,
T. The first two factors affect exclusively on E1 whereas the third has a dual role in
both E1 and E2. If T encourages E2 spending, it must reduce savings out of a given
income. On the other side, if T helps shun israf, it must enhance the components of
saving in E1. That means T pulls savings in the opposite direction and their net
cannot be predicted. In his paper, Hasan [22] added two important issues related to
the macro consumption function. First, he stated that if the marginal propensity to
consume of the rich people in the Islamic consumption function is equal to the
marginal propensity to consume in the secular consumption function, consumption
under Islamic allowance would tend to rise at the cost of savings. Second, he
concluded that Zakat or tax as a charge on income of the people leads to raise the
marginal propensity to consume in any economy. However, considering the marginal
propensity to consume constant with imposing tax or Zakat is understandable for the
short-run perspective.

Mahdi [23] also worried about the concept of rationality as pointed by Khan.
Mahdi also commends about Khan's distinction between E1 as spending to achieve
satisfaction in this world and E2 as spending for earning reward in the hereafter.
Mahdi stated that a Muslim is always a Muslim, when he spends on both E1 and E2.
Consequently, he rejects the relationship between God-fearing and total spending on
E2 as Khan pointed in. Mahdi emphasizes that the spending in the way of Allah
depends on many factors like income size, family size, personal and family needs
and it does not depend on the God-fearing. Mahdi criticizes as well what may be
understood from Khan's discussion that the Muslim should earn more money to
increase his spending on E2 and Zakat and charity are the only ways to earn reward
in the hereafter. Igbal [24] introduced a review of some of the writings in the
consumption function and Zakat area. To do so, he advised to not start with the same

equation of consumption in a secular economy as: Cs =a+ b 'Y, and then bifurcate
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it for Islamic economy because this equation includes one marginal propensities to
consume of both groups: Zakat-payer and Zakat-receiver. Instead, he first divided
the consumer in an Islamic economy into two groups: Zakat-payers (group 1) and
Zakat-recipients (group 2). The marginal propensity to consume for group 1 is
different from that for group 2. The consumption function in Islamic economy,
therefore, becomes: C,=a+b[DY-D YJ+c[(1-D)Y + D Y)J, where b and c are
marginal propensity to consume of group 1 and 2 respectively. DY is income of
group 1, (1- D) Y is income for group 2, and DY is the amount of Zakat paid. From
this equation, Igbal assumed that a Zakat-receiver is able to save out of his/her
income, one more issue is Igbal assumed, incorrectly, that is payable on Y but in fact
it is payable on D Y. The consumption function should be correctedto: Cl=a+b [D
Y DDY]+c[(1-D)Y + D D Y)] [22]. Igbal accepted the two assumptions that are
assumed by Metwally [25] which are: 1 - marginal propensity to consume of the
Zakat-receiver is higher than that of the Zakat-payer. And 2 - there are enough poor
in the Islamic society to receive Zakat. Igbal correlated between the positive effect of
Zakat on aggregate consumption and marginal (and average) propensity to
consume and degree of inequality in the income distribution and stated that if
the Zakat is transferred to absolutely poor persons, the effect on aggregated
consumption be considerable. The effect of Zakat on aggregate consumption can
be calculated by the difference between marginal propensity to consume of the
Zakat-receiver and marginal propensity to consume of the Zakat-payer, multiplied by
the amount of net transfer to the poor. The author concludes that in the short-
run, Zakat has a positive effect on aggregate consumption even if by a small
magnitude which is rejected by Darwish and Zain [26].

In the long run, marginal propensity to consume may or may not decline
because of increasing income due to the effect of Zakat on investment. To find the
effect of moderation on aggregate consumption, Igbal considered f refers to israf
(extravagance) and tabdhir (squandering) and he finalized that the effect of both
Zakat and moderation on aggregate consumption depend on the values of (d-c) D
and cf (D D) and stated as well that the net effect of Zakat and moderation on
marginal propensities to consume of Zakat-payer and Zakat-receiver depend on
these values as well. Igbal has made the same error of considering zakat to be
payable on Y not on D Y. In his paper about the general equilibrium and
macroeconomic policies in an Islamic economy, Metwally [25] analyzed the effect of

Zakat on consumption and formulated the consumption function for that purpose.
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There is no big difference between his analysis and what are written beyond. The
main point in his paper is starting an analysis assuming that marginal preponsity to
consume of Zakat-receiver is higher than that of Zakat-payer, and he formulated the
consumption functions in two ways: once as a linear function and as a non-linear
one. He concluded that Zakat affects consumption by increasing both the intercept
and the slope of the function. His paper is critizied by many writers [26, 27, 28, 29].

The main contribution comes in Abdellah’s comments [29] which is related
to dividing the population into only two categories; Zakat-payer and Zakat-receiver.
Abdallah explains that there is a third category of people who neither receive nor pay
Zakat because they are not eligible to, which makes them neither receiver nor payer.
Abdallah suggested that people should be divided into the three classes.
Consequently, income and marginal (and average) propensities to consume should
also be divided into three for the three categories. He introduces a new consumption
functionas:C=a+sxY+bY (1-x m)+hmY +bnmY, where a is the intercept,
s refers to the marginal propensity to consume of the category neither receives nor
pays Zakat, b is the marginal propensity to consume of Zakat-receiver, h is the
marginal propensity to consume of Zakat-payer. Where b D s D h, mY is the Zakat-
payer income, nmY is the Zakat amount, xY is the income of the category neither
receives nor pays Zakat, and Y (1- x m) is the income of Zakat-receiver. Among their
comments on Metwally's paper, Darwish and Zain [26] stated that Zakat may affect
consumption function by increasing its slope with the constant of the intercept.

From the above discussion, consumption function in an islamic economy and
the affect of Zakat on consumption and then on Islamic economy can be concluded
in the following points:

1 - The Islamic community population should be divided into three categories;
Zakat-payer, Zakat-receiver and niether Zakat-payer nor Zakat-receiver.

2 - The national income in the Islamic community should also divided into
three parts of the three categories mentioned above.

3 - Marginal (average) propensity to consume affected by two opposite effects;
zakat and moderation (avoiding israf) and they work in the opposite direction of each
other. So, in the short run, Zakat may increase or decrease but in the long-run, its
statutes can not be predicted.

4 - Zakat has an effect on poverty and this depends on the net transfers of

Zakat funds to its eight categories with a very high priority to the poor and needy.
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5 - Literature is using the static analysis. Consequently, they do not deal with
the possibility of transferring of some Zakat-receiver to Zakat-payer or even to the

third category neither payer nor receiver of Zakat.

3. THE CONCEPT OF POVERTY IN CONVENTIONAL ECONOMY

There are many concepts of poverty. The objective definition of poverty means
establishing the level of income or expenditure that separates the poor and non-poor
and is called the line of income, which is the minimum level of income necessary to
spend on food and non-food items to the individual or the household. The self-
definition of poverty measures poverty from the perspective of the poor themselves.
The World Bank defines poverty as the inability to provide a minimum standard of
living [30]. In spite of the difference between the concept of poverty and the concept
of income distribution, but both affect each other significantly, as weak mechanisms
for the equitable distribution of income inevitably leads to increase the number of the
poor and the spread of poverty. Absence or reduction of poverty has a positive

impact on income distribution [31].

3.1 Strategy to Fight Poverty in Conventional Economy

Countries practice many policies to affect poverty. Those policies include a
package of price policies, income and wage policies, labor market and production
policies, as well as a package of policies that are characterized by specific programs
and strategies such as structural adjustment programs and economic stabilization.
Those policies exercise their impact on poverty directly and indirectly. Direct impact
comes through government's use of employment policies, and subsidies to influence
the income of workers in the formal sector. The indirect impact of these policies
comes through the use of policies affect demand and supply. The World Bank
provides three approaches to fighting poverty [30,32]: the first is to strengthen
economic growth, which calls for procedures and policies that increase employment,
especially for the poor.

Those policies include encouraging small and medium businesses, support
rural development and the agriculture sector and increase the flow of investment in
the poorer areas, but experience has shown that effects of such policies has been
limited. The second approach is through human development, which means
increased investment in human capital to enhance the production of the poor in the

economy; this requires increased spending on education, training and health and
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requires the provision of adequate food and health for the poorest. Such policies aim
at reducing dropout rates, increase the efficiency of public spending in the field of
literacy, support infrastructure in the area of health, extend health insurance to
include the poor areas, provide clean water and sanitation to poor areas, support
civil society institutions, increase decentralization and participation in political life. But
those policies conflict with the deflationary policies that form the pillars for the
economic reform programs supported by the international monetary Fund and the
World Bank, as well as low public investment in general in these countries due to
lower public revenues available. The third approach is through social welfare,
which depends mainly on the transfer payments for the benefit of the poorer classes
in society, which aims at providing support to include all needy groups with
guaranteed access for support. Again, this approach is contrary to policies of
economic reform programs.

In sum, the strategies proposed by the World bank - internationally responsible
to fight poverty - are marred by a lot of shortages and even conflicts with each other,
they are demanding an increase of government spending to support the poor,
increase transfer payments, follow the policies of price discriminations in the health
sector and increase public investment to push the economic growth, particularly in
rural areas. All those strategies are contrary to the general characteristics of the
capitalist system which control the economic reform programs imposed on the
countries required to follow strategies for fighting poverty. Consequently, the final

results confirm the weaknesses of those strategies.

3.2 Concepts of Poverty in Islam
In this part, the concepts of poverty in Islam, and then how the Zakat, as one

of the pillars of Islam, can eliminate poverty [33].

3.2.1 What does poverty mean in Islam?

Islam urges people to go for the legitimate (HALAL) productive work and
consider that the best way to make money, as God almighty said, and when the
Prayer is finished, then may be disperse through the land, and seek the Bounty of
Allah. And celebrate the Praises of Allah often (and without stint): that may prosper.
(Al-dumaa, verse 10 as well as many of the prophet's sayings (Hadith) that urges
people to work, like "the best earning for a man is what he makes with his hands

and whatever a man spends on himself, his sons and his servants is charity" (way of
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Sunan Ibn Majah, chapter of motivation to gain, Ne 2137). Also the Holy Prophet said
that "the best food eaten by a man is from the work of his hands, and that Prophet of
God David was eating from the work of his hand" (Fath-albari to explain Sahih Al-
Bukhari, Ibn Hajar, book of sales, chapter of earning of the man, section 9, p. 154).
The basic principle in Islam is for the man to eat from a legitimate productive work to
fulfill his needs through the exploitation of his energy and potential no matter how
modest they were.

Islam forbids beggary, except for three cases: extreme poverty, or the debtors
or those fined due to blood money. Begging without an urgent need is illegitimate
(HARAM) in Islam. The Prophet (peace be upon him) said “he who ask people for
their money to grow his money is just asking a firebrand, so he might ask for more or
less", (Muslim Saheeh, the chapter of hatred of Begging, section 2, p. 720).

However Islam acknowledges poverty and considers it a danger to the family
and the society as a whole, Islam also considers poverty as scourge and we should
seek refuge in Allah from its evil. The Holy Prophet used to seek refuge saying “O
Allah, | seek refuge in You from the trials of fire, torment of the grave, and seek
refuge in You from the temptation of wealth, and seek refuge in You from the trials
of poverty also the Prophet" (peace and blessings be upon him) used to pair
seeking refuge from poverty and disbelief saying “O Allah, | seek refuge in You from
disbelief and poverty, | seek refuge in You from the torment of the grave, there is no
god but You". (narrated by Abu Dawood). Poverty in Islam means need or want, God
Almighty says “O mankind, you are those in need of Allah" in the sense you are in
need of God. God also said "and God is rich and you are the poor who need him"
in the sense of the need for the necessities of life. Islam differentiates between the
poor and needy, the poor is who have what is not enough, the needy is who have
nothing to take shelter with. Islam also distinguishes between different types of
poverty, relative poverty means variation of people's income which is recognized as
a universal norm due to the varying capacities of individuals and the amount of
efforts they put in their work, God almighty says, "And it is He who has made you
successors upon the earth and has raised some of you above others in degrees [of
rank] that He may try you through what He has given you" (165, al-Anaam), also
God almighty says, "Do they distribute the mercy of your Lord? It is We who have
apportioned among them their livelihood in the life of this world and have raised

some of them above others in degrees [of rank] that they may make use of one
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another for service. But the mercy of your Lord is better than whatever they
accumulate" (32, Zukhruf).

The goal behind the variation in livelihoods is tribulation, dedication of work
and order to set life straight, people vary in their abilities, their skills and efforts, and
then their works, revenues and incomes. Then there is class Poverty which
means the inability of the individual to satisfy his needs, in other words, the
inability to achieve sufficiency. Sufficiency means the necessary money to provide
the basic needs of the individual, to set his life straight and live according to
the prevailing living standards, hence sufficiency is a dynamic concept that
changes from one society to another and from time to time within the same
society. For the Muslim community to live in harmony, peace and security Islam
imposes many forms of mandatory and redundancy worships to reduce poverty in
the Muslim community on the one hand and to ensure full security between rich
and poor on the other, in order to ensure minimum standard of living for the

poor, which guarantees them sufficiency.

3.2.2 The role of Zakat in eradicating poverty
In this part, the author tries to demonstrate that Zakat is an important tool, if

performes as it should, can eliminate poverty in Muslim societies.

3.2.2.1 The objectives of Zakat

God almighty imposes Zakat, as He says "So establish regular Prayer and
give regular Charity; and obey the Messenger that ye may receive mercy", (Al-Nur,
verse 56). From Zakat many effects are resulted on the individual and society, it
cleanses the heart of the one who performes Zakat and removes rancor and hatred
from the heart of the one who deserves Zakat, and then establishes security and
tranquility in the community, and addresses many other social problems. In addition,
Zakat blesses and develops the money and increases the merits of the performer.
God almighty said, "The parable of those who spend their substance in the way of
Allah is that of a grain of corn: it growth seven years, and each ear Hath a hundred
grains. Allah gives manifold increase to whom He pleases: And Allah cares for all
and He knows all things". (Al Bagara, verse 261). Objectives of Zakat are many;
those can be summarized into moral, social and economic objectives. The moral
objective is visualized in cleansing of the Zakat funds; the social objective is

visualized in the redistribution of income in favor of the eight social groups especially
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the poor and needy. The economic objectives is visualized in fighting hoarding and
moving the cash flow to support the necessary expenditure at the expense of luxury
spending, fighting consumer loans and encouraging non-usury loans for those in
bondage or heavily indebted (AL GHARMEEN).

3.2.2.2 Compulsory Zakat
Islam identifies Zakat as one of the five pillars. Muslim must pay Zakat as

long as its two conditions: the required amount of money/wealth (Nisab) and the
time period the money/wealth existed (Al Hawel). The Holy Qur an determines the

certain ratios of Zakat on different types of assets and incomes.

3.2.2.3 Can Zakat eradicate poverty?

Zakat plays an important role in reducing the problem of poverty in the Muslim
community, in addition to its vital and influential role in its development through
redistribution of income and wealth for the benefit of the poorest. The main important
issue is that, Zakat will not be accepted by God unless they were from a good
legitimate source (halal), the Prophet (pboh) says: “God the almighty only accepts
charity from good money, and a charity from a good source given by a man would
be accepted and developed by God as if someone is developing and caring for his
foal.

But the important question now is: is performing Zakat alone in the manner
intended by God Almighty sufficient to achieve these two objectives: eradication of
poverty and the achievement of equal distribution? We try to answer this question

through the following points:
First of all, The Zakat - If performed as imposed by God Almighty - would be

enough to eradicate poverty in Muslim societies. It is sufficient to note that the
financial assets in banks for the wealthy Arabs their number is estimated at two
hundred thousand - is more than 1190 billion dollars [34], and then value of Zakat
levied on those amounts is 29.8 billion dollars. These amounts are capable of
eradicating poverty in Arab countries, and create employment opportunities for the
unemployed in all Arab countries. Therefore following the principles of Islam through
one pillar only (Zakat) can guarantee the eradication of poverty and then income and

wealth inequality in Islamic communities.
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Islam has exclusively determined the eight groups to whom Zakat funds could
be given, and it is noted that these groups are the poorest in society, consequently,
expenditure on necessary consumption increases thus increasing the aggregate
demand in the community. Employers respond to this increase by increasing
employment and production in the next stage which increases income. Depending on
the income, a new cycle of increased demand and employment, production and
income starts and so on. Due to spending multipliers in the community, income will
be multiplied accordingly, and the national economy will be revived. On the other
hand, the marginal utility of money for the rich is lower than that of the poor, and
therefore the latter will be keen to spend Zakat funds received to purchase
the necessary goods only as already mentioned. Also increased spending leads to
increased marginal propensity to consume in the community, thereby increasing the
value of the multiplier, and then increase the strength of its effect on the national
economy.

One of the forms of giving Zakat is to the indebted (AL GHARM). AL GHARM
is a person who cannot meet a debt he has which is not the result of sin or wrong
doing, this form also include a person who lost his business, his factory or his goods.
Hence the direction of Zakat to them means to re-integrate them into the production
process, and hence the community will continue to benefit from them and the
production is not affected by their circumstances?.

Since Zakat was imposed on saved money, the lack of investment of such
money leads to erosion year after year which is an irrational behavior that Islam does
not approve, so 'Umar ibn al-Khattab said (Do trade in the property of orphans so as
not to be eaten by Zakat)®. Also holding the money and not performing Zakat on that
money is forbidden in Islam. Thus, the saved money would move into investment
which would benefit the community, through the revitalization of demand and
production and then employment and income. Metwally [25] stated that because of
Zakah, the demand for investment will always be higher in an Islamic economy than
in a non-Islamic one at any level of expected profit rate. Investment in an Islamic

economy can take place even if the expected profit rate is zero and positive. The

2 Mujahid said - a Mujahid bin Jabr Al Imam Sheikh of readers and commentators - in share of debtors: "debtors
are Three: A man flood wipes his money, a man fire went away with his money, and a man with children and no
money, he is indebted and spends on his family" and this year we don't exempt someone lost his investment and
lost his money, or someone who borrowed for investment business and lost for one reason or another".

3 "See Imam Malik bin Anas al-Muwatta, number (588), (10312), the Arab Book House, Beirut, 1988" [35].
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expected profit rate isas: r=D | (D 1) where D is the rate of Zakat on idle assets
and D is the rate of Zakat on net returns.

Zakat-payer must go to where there is Zakat-receiver to give him his due, and
here is where the greatness of Islam is shown, this consolidates in the owner of the
money that there is a due to be paid and he needs a Zakat-receiver to give him this
right, on the other hand, it saves the face of the person entitled to Zakat. And
economically, this means the absence of evasion from payment of Zakat as is the
case of tax, and also eliminates the expenses of collection.

Zakat may be required to pay when needed, for example, the payment of
Zakat may be asked to pay in the case of economic recession, which will help to
avoid recession through payment of debts, production, employment and income. It is
also allowed to pay the full Zakat in one of its eight forms to ensure the achievement
of its objectives.

Zakat does not remove once you do it for one time, but it remains mandatory
as long as its two conditions: the required amount of money and the time period
exist. Also the diversity in Zakat forms means that it could be performed throughout

the year.

4. ZAKAT AND POVERTY ALLEVIATION IN EGYPT

In this part, the study displays the poverty in the Egyptian economy, estimation
the potential Zakat collection in Egypt, formulate the consumption function in Egypt,
then uses some simulations to find the impact of Zakat and consumption on poverty

alleviation in Egypt.

4.1 Poverty in the Egyptian Economy

Table 1 records poverty headcount of 19.37%, 18.46% and 15.43% of total
population in years 2000, 2005 and 2008 respectively. Poverty level is defined as an
income level of US$2 per day. These figures will change to 1.81%, 1.99%, and
1.69% in the same years respectively if the poverty income level decreases to US$1
per day. The share of the lowest 20% people of total population in total income rises
from 8.95% to 8.96% then to 9.24% during the same period of time [36].
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Table 1. Poverty in Egypt 2000-2008

Year GDP per Income Share held by Poverty headcount
capita (% population)
Uss Second Third Fourth Highest Highest Lowest US$2 US$1.25
20% 20% 20% 20% 10% 20% /day /day
2000 1476 12.47 15.83 20.65 42.1 28.34  8.95 19.37  1.81
2005 1209 12.64 16.05 20.89 41.64 27.62 8.96 18.46 1.99
2008 2079 13.02 16.37 21.03 40.34 26.58 9.24 15.43 1.69

Source: World Bank [36].

4.2 Estimation the Potential Zakat Collection in Egypt

Egypt's population consists of Muslim and non-Muslim population. There
is no formal information about the exact number of non-Muslim population in Egypt.
For estimation of the potential Zakat collection, we divided the population into three
groups; Zakat-payer, Zakat-receiver and neither Zakat-payer nor Zakat-receiver. We
consider any individual in the highest 20% of total income bracket as Zakat-payer,
people under poverty line of US$2 per day as Zakat-receiver, and the others as
neither Zakat-payer nor Zakat-receiver. The study calculated headcount of each
group by multiplying the correspondent ratio of a group by total population. Then the
study calculated the Zakat amount can be collected by multiplying the total income of
Zakat-payer by Zakat rate. The estimated potential Zakat were US$ 1050.8 million,
933.6, and 1642 million for years 2000, 2005, and 2008 respectively. The potential
Zakat as percentages to GDP were 1.05%, 1.04% and 1% for years 2000, 2005 and
2008 respectively. Zakat-receiver is determined as a poor, whose income falls within
poverty line of US$ 2 per day and a Zakat-payer belongs to the highest 20% of total
income bracket. Both people are not included in the previuos two groups and
Non-Muslim people are included in niether Zakat-payer nor Zakat-receiver group.
From Table 2, Zakat does not enough to eradicate poverty in the Egyptian economy
(as shown in the last column in the table). Zakat contributes by US$ 0.233, 0.196 and
0.387 per day in years 2000, 2005 and 2008 respectively and this not due to transfer
the poor to be non-poor. In this situation, voluntary charities may play an important
role in alleviating poverty in Egypt.
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Table 2. Contribution of Zakat in eradicating poverty

Year group share in total population Potential Zakat Per capita Per capita
(million) Zakat Collection Zakat Zakat
Zakat- neither Zakat- Zakat- collection % of GDP received received
payer payer nor receiver (million (US$) per day
Zakat-receiver US$) (US$)
2000 12.77 38.95 12.37 1050.8 1.053 84.95 0.233
2005 14.15 43.86 13.06 933.63 1.041 71.4 0.196
2008 15.05 48.9 11.61 1642.02 1.009 141.43 0.387

Source: calculated by the athor based on data from World Bank [36].

4.3 Consumption Function for Egypt

The study thus divided national income into three parts: Y4 for Zakat-payer,
Y, income of Zakat-receiver, Y3 income of Muslim neither pays nor receives Zakat
and non-Muslim people. Y =Y, + Y, + Y3, where Y; = (D;y Y D D;Y) where D is
Zakat rate and D D4 Y is the total Zakat collection, Y, = [(1- Dy D) Y] + [(D DY)
D] where D is the Zakat amount goes to Zakat-receiver and Y; = (0, Y). By the
same token, total consumption is divided into three parts representing the same
three categories. Each category has a different marginal (and average) propensity
to consume. Finally, we assume that a part i.e. D of total Zakat funds i.e. D 04 Y
will be received by the Zakat-receiver. Consumption functions of the Egyptian

economy one without and one with Zakat are considered below:

4.3.1 Consumption function without Zakat

Cno=a+01(01Y)+02[(1-01 02) Y]+ 03(02) (1)

where 04, 0,, and 03 are marginal propensities to consume of the three
categories respectively. 0, o 03 o 04, a is the intercept, 04, 0,, and 03 are income

share for each category.

4.3.2 Consumption function with Zakat
The total consumption function with Zakat can be written as:

Cves=a+0:(01Y DOyY)+0, [(1-01 02) Y+ (DO4Y)D]+03(02) (2)
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The difference between consumption with and without Zakat is the net
transfers to the poor multiplied by the difference between marginal propensity to
consume of the Zakat-receiver and the marginal propensity of Zakat-payer as
follows:

Cves-Cno=[(D01Y)D][02 -04] ()

The effect of moderation on consumption can be captured by adding the

moderation effect or avoiding israf coefficient in the consumption function as:

Cves=a+(1-s5)0:(04Y DOyY)+0, [(1-04 02) Y+ (DO;Y)D]+03(02Y) (4)

where s is israf coefficient and it ranges from zero to one. The marginal and

average propensity to consume are as follows:

APC = alY +(1-s)0,0,(1 D)+ 0, (1-04 0,)+0,D04 D+030; (5)

MPC = (1-s) 0104 (1 D)+ 0, (1-04 0,)+0,D 0y D+ 030, (6)

The affect of Zakat on consumption depends on net transfer Zakat collection

to the poor, the marginal propensities to consume of the groups, and the
moderation magnitude. The study used three different simulations to find the effect of

Zakat on consumption as shown in Table 3.

Table 3. Simulations

Simulations 04 0, 03 0 S
Simulation 1 0.8 1 0.9 0.3 0.05
Simulation 2 0.7 0.9 0.9 0.25 0.1
Simulation 3 0.6 0.8 0.8 0.2 0.15

Results of the above simulations for year 2008 states that the consumption of
Zakat-payer and of neither zakat-payer nor Zakat-receiver group with zakat are less
than those without Zakat. However, the consumption of Zakat receiver with zakat is
more than that without Zakat. The total consumption with Zakat is less than the total
consumption without Zakat. This is because of the opposite effects of high
marginal propensity to consume and moderation. The negative effect of moderation
is relatively higher than the positive effect of the marginal propensity to consume.
Increasing net transfer to the poor and decreasing moderation lead to increase the

total consumption in the economy (see Table 4).
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Table 4. Simulations results for year 2008

Consumption Values Without Zakat

Simulations A 04(0,1Y) 0, p101Y Total
[(1- 04 — 0,)Y]
Simulation 1 54917.17 54837.17 79780.92 13041.74 202577
Simulation2 54917.17 47458.25 74088.79 11429.84 187894.05
Simulation 3 54917.17 39408.52 73671.98 4037.89 172035.56
Consumption Values With Zakat
Simulations A (1-s) 01 p2[(1-01-02) Y 0302Y TOTAL
(01Y-001Y) +(001Y)0]
Simulation 1 54917.17 50792.93 80295.02 12317.2 198322.32
Simulation 2 54917.17 41632.82 74474 .37 10159.86 181184.22
Simulation 3 54917.17 32623.27 73946.16 3785.52 165272.12

We assume that the value of (a) is a lump-sum of the amount of US$ 21day multiplied
by 365 multiplied by population in year 2008.

5. CONCLUSION AND POLICY IMPLICATION

The research aimed at showing that the problem of poverty is a global
phenomenon. Despite the attention of researchers and politicians to discuss and
suggest policies to alleviate it, they failed to achieve the desired results. The study
explained how can the third pillar of Islam "the Zakat" can contribute in eradicating
poverty in Muslim communities. The study estimated the potential Zakat collection in
Egypt and stated that Zakat collection cannot eradicate poverty from the Egyptian
economy alone. The study estimated the effect of Zakat on aggregate consumption
in the Egyptian economy. Finally, the results stated that the more net transfers to the
poor, the greater the effect will be on consumption, then on poverty. The study
recommended the need to pass legislation that requires the collection of Zakat from
different sectors, organizations and institutions as well as individuals. The study
emphasized the need to voluntary charities as complementary tools in poverty
eradicating. The Egyptian government should monitor and control the processes of
collecting and distributing Zakat where the more directed to the poorest eligible (first

of the eligible categories), the greater the effect on consumption then on poverty.
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ABSTRACT

Our paper synopsizes our empirical research over the past twenty
years on the components of success across the organization. While many
articles detailing multi-dimensional models of success have been published, few
of these articles have studied success across all structural levels — the project, the
business unit and the corporate levels. While there are clearly some differences
at the varying levels, some common themes have developed. Our framework
covers a time spectrum from short-term measures (e.g., financial and efficiency
measures) to long-term (e.g., investing for the future). This framework could
provide a foundation for many organizations to develop success measures
throughout its structural levels. We especially note the importance of the role of
the human capital and the investment in creating future opportunities. Our
research provides guidelines for management on each success dimension.

Keywords: success dimensions; performance measures; organizational
effectiveness; human capital, human resources management; eadership;

efficiency; customer’s benefits.

1. INTRODUCTION

What does organizational success mean? Is it the organization’s profits,
its sales, or cash flow? Is it the current level of growth, or something else? And if
success is measured by the company’s market value, how could a firm sustain and
grow its value year after year? Even prior to the recent series of financial crises,

most in the business world realized that financial measures alone do not provide
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a sufficient basis for measuring organizational success. ‘Managing’ quarterly
results, only emphasized the inadequacy of financial measures such as profit,
revenue, and even growth. This is not new. Over forty years ago, Hayes
and Abernathy [1] claimed that one of the dangers to the American economy is
the pervasive short-term myopia. Executives with financial and legal skills, who
know little about their firm’s products, markets, and production processes,
usually rely on quantitative short-term financial criteria.

Today, many have realized that long-term aspects of any organization's
effectiveness are equally critical [2]. Technology-based firms, which operate in
markets and environments that evolve rapidly, have to manage with longer-term
horizons. Hamel and Prahalad [3], in their bestselling book “Competing for the
Future” advocated new ways to look at the modern organization that is facing
continuous change. These firms must have the vision to capitalize on emerging
opportunities by investing for the future in their core competencies and thusly
help shape the future of their industries.

This article represents twenty years of empirical research on the elements
of sustainable success throughout an organization. Our journey began looking at
the outcomes of discrete business decisions; it became apparent that present
business success was the result of decisions made years earlier. Consequently,
looking forward, many of today’s strategic decisions will only have an effect five
or ten year from now.

Thus, in addition to current performance and short-term activities,
organizations must focus their attention on decisions and plans dedicated to
tomorrow. We concluded, as others, that organizational success should be viewed
in multiple dimensions, and focus on different time horizons.

In our quest to understand organizational effectiveness, we explored
different structural levels within the organization. We looked at different data
samples, and at different times. Our empirical studies addressed separately, the
corporate level, the strategic business unit level, and the individual project level.
Our previous published research looked at success at the corporate and project
levels [4]. We have benefited from important existing concepts such as the
Balanced Scorecard [5], but sought to go a step further, by empirically pursuing

the critical elements, which constitute success at distinct levels.
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We found that organizations would benefit from adapting a multi-
dimensional framework, which would be used to scan their entire success
landscape at different time horizons-from very short-term to very long-term. Such
framework will serve as a basis for the development of specific success measures
for each organizational level. While major differences may be found among
hierarchical levels, we also found that some common themes extend across all
levels. The most important is the human capital element. As many would agree,
leading people is perhaps the most critical part pertaining to organizational
success; yet, it has been largely missing as a stand-alone dimension in previous
frameworks. The second theme that is recurring across levels is ‘preparing for the
future’. As in the people dimension, in today’s rapid world, preparing for the future
or in other words, creating future opportunities, must be addressed at all levels
and almost by all managers. The purpose of this article is to summarize the
lessons we learned from our combined studies on success dimensions, as well
as to discuss the critical role of the human and future dimensions at each
organizational level.

The next chapter begins by describing the process of studying the entire
multi-dimensional success assessment framework. We then devote specific
chapters to each level — the corporate, the business unit, and the project. We
then specifically address the role of people and their leadership, as well as the
role of preparing for the future and how can this part be nurtured by selecting the
right measures. We conclude with several organizational and managerial

implications.

2. THE DYNAMIC MULTIDIMENSIONAL SUCCESS FRAMEWORK

Perhaps the most important work in recent years about organizational
success measures is the Balanced Scorecard, which was developed by Kaplan
and Norton [6,7]. Kaplan and Norton’s assertion is that traditional financial
accounting measures (e.g., ROI, EPS) can give misleading signals for continuous
improvement and innovation, and are out of step with the skills and competencies
needed by today’s organizations. The Balanced Scorecard is a multi-
dimensional framework that translates a company’s strategy into specific
measurable objectives. This includes a combination of financial measures,

indicating results of actions previously taken, and operational measures that
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are drivers of future performance. Typically, 15-20 measures are developed in
four major dimensions, which address different perspectives—financial, customer,
internal, and innovation and growth. These dimensions manifest themselves in
various forms for different organizations. For example, innovation is treated as an
internal perspective measure, while developing new technologies is part of the
growth perspective.

The Balanced Scorecard represents a critical step in understanding
organizational success, and while it has a substantial impact on strategy
formulation and implementation, some limitations and difficulties have been
noted. While Kaplan and Norton [6] did provide a “learning and growth”
dimension, the broader role of managing the human capital was not specifically
discussed. For example, Atkinson et al. [8] suggested that The Balanced
Scorecard model was incomplete because it fails to adequately highlight the
contributions that employees and suppliers make to help the company achieve
its objectives. The argument is that learning is only one part of managing
people; other aspects such as motivation, retention, should also be considered.
Similarly, Smith [9] noted that The Balanced Scorecard fails to account for the
role of “motivated employees”, a critical issue especially in the service sector.
And Edvinsson and Malone [10] suggested that the Balanced Scorecard is
only part of what they call the Intellectual Capital of the firm, which consists of
the human capital and the structural capital.

While the Balanced Scorecard is widely accepted in a broad range of profit
and non-profit organizations; e.g., financial services [11], higher education [12],
and health care [13], during our research interviews, many managers frequently
mentioned the lack of a people component in The Balanced Scorecard. The
most notable problem in The Balanced Scorecard’s view of organizational
success is therefore the lack of focus on the company’s human resources
dimension. Many managers frequently mentioned during our research interviews
the need for people orientation. For example, Best Foods (now part of Unilever)
[14] has been using The Balanced Scorecard for years; however, the company
felt it necessary to add a fifth dimension, “People Development” to address this
critical issue.

Similarly, European firms (e.g., Nokia) have emphasized the importance of

human resources management and the way they treat their employees as a
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critical component to their success. These realizations have prompted
companies to include specific assessment of management training, slack time,
knowledge worker retention, and issues relating to the company’s global
employee population. Consequently, these observations have motivated us to

look further into the human dimension in assessing organizational success.

2.1 Toward a Dynamic Model of Success

Management still struggles with the entire domain of performance
management, and is provided with an overwhelming deluge of performance
data. As a result, it is difficult to determine which data is critical to the
organization. As a result, many firms continue to focus on short-term financial
criteria such as sales, revenue and net income.

Traditional models of accounting alone are no longer sufficient.
Corporate financial statements are proving to be only static representation of
what goes on in the modern organization — or rather, what “happened”. The
creation of new technologies, ventures, and skills and are only apparent much
later in the future. However, their presence in organizational success
measures is seldom observed. Rogers and Ghauri [15] posited that while
measurement at the project level yields great insights and lessons for New
Product Development success, assessment is also needed at the firm-level.
Success at the project level, does not always improve the firm’s
competitiveness. The difficulty in defining organizational success was evident
in the Conference Board’s concerns which was reported in “New Corporate
Performance Measures” [16]. This report discussed the increasing corporate
focus on performance, along with the inadequacies of traditional financial
measures in the dynamic turbulent environment of today.

Once the idea that organizational success is multi-dimensional has been
recognized, it is the role of the researcher to identify the specific dimensions,
with which an organization can monitor itself. Any framework for success
assessment should look, however, not just at different dimensions, but also at
different time horizons, from the immediate, short-term view, which relates to
months or quarters, to the very long-term, which is focused on years to come.
In the three studies that we conducted and are summarized here, we have taken

this view. We tried to identify what are the specific dimensions, which are typical
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to various organizational levels, and what time frames are associated with each
dimension.

From our studies, a dynamic view of organizational success developed,
with multiple dimensions representing temporal horizons — from the short to
long-term. An organization needs to perform well across these dimensions to
sustain their success. Performing well in the short-term does not assure long-
term success, and likewise, poor short-term performance does not
necessarily long-term failure. We call our model the “Dynamic Multidimensional
Success Model” or DMDS, and it will be described more fully in the following
discussion.

Taken together, the success of most organizations can be divided
into five major dimensions, each consisting of several specific measures (see
Table 1). These dimensions represent different time horizons. Furthermore, at
each organizational level we found the human element to be critical at different
times. The emergence of the human dimension, however, was not clear at the
outset of our studies. Only after integrating all levels were we able to place the
people’s issues across levels (the shaded areas in Table 1).

Analogously, we found that the “preparing for the future” dimension
provides a significant role in looking at long-term organizational success. We
thus summarize these two dimensions in separate chapters toward the end of

this paper.

Table 1. Overview of “dynamic multidimensional success model”

Success 1 2 3 4 5
dimension
Time horizon Very short Short Mid-term Long Very long
Organization level
Project Project People Impact on Direct Preparing
efficiency skills customer business the future
success
Business unit Profitability Orders People New Future
and Development opportunities infrastructure
marketing
Corporate Financial Market/ Process Human Creating the
performance customer capital future
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Our studies do not imply that there are universal success measures for all
projects, strategic business units or corporations. We do suggest that our results
act as guidelines as an organization develops its strategic plans and develops its
measures for sustainable success assessment and growth.

As each organization is different, we would suggest that the various
measures and dimensions would be utilized with varying degrees of importance.
However, the DMDS model provides a fair basis with which to start the journey
of success assessment for most organizations. In the next chapter we begin by
discussing the first level, the corporate level.

The details of our research methodology can be found in Appendix A.

3. THE CORPORATE LEVEL

The corporate level represents a collection of business units and
centralized units such as IT, Human Resources, central R&D, Financial, and Legal
services. The corporation exists to create and increase value for the
shareholders, offsetting the cost of this centralized overhead. Transferring and
exploiting competitive skills across the business units and using them to gain
competitive advantage defines the core competency concept, representing the
sum of learning across individual organizational units [3]. The corporation’s
effectiveness therefore depends on activities and synergies across the various
business units — some will have immediate visibility, other will be evident in the
long-term. The resulting synergies have to be measured from several vantage
points. It has to reflect the company’s short-term (financial) performance, and
importantly its success in establishing the vision, direction, and foundations for the
future.

Our research at the corporate level [17] of 180 U.S. firms have resulted in
the following five dimensions (see Table 2 above).
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3.1 Financial Performance
This is the traditional short-term dimension of organizational success. It
provides recent period results such as sales, margin and revenue growth on

current services and products resulting from strategic decisions made years ago.

3.2 Market/Customer
Key measures in this dimension include customer satisfaction index, cus-
tomer retention rate and service quality, as well as company’s reputation and

image.

3.3 Processes

This dimension represents the company’s set of core competencies and its
ability to deliver these competencies to its different collection of businesses
while exploiting them as fundamental customer benefits. Process measures
included ‘time to market for new products and services’, ‘quality of new product
development and project management processes’, ‘quantity and depth of
standardized processes’, ‘quality of manufacturing processes’, and ‘quality of its

innovation processes’.

3.4 People and Leadership

Much research has linked the management of the firm’s human
resources to its performance, highlighting the criticality of a ‘People
Development’ dimension. Crook et al. [18] indicated that theory at both the micro
and macro level predicts that investments in superior human capital generate
better firm-level performance. Specific measures that were found significant in
this dimension include ‘retention of top employees’, ‘quality of professional/
technical development’, ‘quality of leadership development’, ‘encourage
employees to suggest and test new ideas’ and ‘employee skills training’.
However, theory and research during the years tend to be focused at the
organizational level of analysis. How human capital and social capital are created
through HRM practices or how they are related to group or individual behavior are
not explained or demonstrated explicitly [18].

The role of project team leadership has been studied extensively in recent

years. A wide-ranging literature review on leadership style as a success factor
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on project success was provided by Turner and Muller [19]. Project leadership
was one of the strong predictors of success [20] for large capital projects
Surprisingly, a few studies have indicated a mixed result on project performance.
Belout and Gauvreau [21] while finding a link between the personal factor and
project success (non-significant) they have indicated that this link does exist
according to life cycle stage. Project success is also effected by the industry,

project complexity and the age and nationality of the project manager [22].

3.5 Preparing for the Future

This final and longest-term dimension is aimed at its ability to see the
future prior to its competitors and customers and to define new needs that no
one has been able to define previously. Its ability to prosper depends on its ability
to make a difference to customers, by creating unimagined products, and ex-
ceeding the expectations of customers and competitors.

Numerous measures could be utilized for this dimension. Is there an
explicit process for identifying and exploiting new opportunities beyond the
boundaries of existing business units? Are we providing investment in new
technologies? Does the company’s opportunity horizon extend beyond existing
product markets? Are there processes to identify new and unarticulated needs

for customers, which are not presently met?

3.6 Baseline Measures

In addition to defining the Success Dimensions at the corporate level, our
research shows that one set of measures cannot fit all organizations. Rather,
different types of organizations should employ different measures of success.
Specific industries may have their own key metrics. For example, ROl may be
a critical measure for investment firms, while market position can be critical to
firms in competitive markets. Individual firms would look, among other things, at
their industry, technology and strategy, and would perform a sensitivity analysis
as to the applicability of these measures to their own unique requirements.

To begin with, a company may use a set of “Baseline Measures” that was
identified in our research (shaded area of Table 2). Based on the specific
company type, a number of suggested refined measures can then be added for

the individual firm. For example, a high-technology organization may consider



368

adding ‘customer benefits from products or services’, ‘cycle time’, ‘quality of
innovation processes’ and ‘employee skills training’ to their performance
metrics. Similarly, a firm with a relatively long product life cycle may consider the
addition of ‘quantity and depth of standardized processes’, ‘company’s reputation
and image’ and ‘employee skills training’ to their measures. The final set of
measures would depend on the firm’s strategy, technology, and the particular

industry and environment that a firm competes.

3.7 An Example from a Study of U. S. Corporations

To demonstrate the effectiveness of the multidimensional dynamic
framework and its ability to address longer term business concerns, we have
included in (Fig. 1) the relative ranking of five companies among the 76 public
companies that were included in our study, in each of the five dimensions:

Company a is a software services provider. It fared rather poorly across
four of the five dimensions. One of its major businesses has collapsed during the
time of this research as a result of an invasion of new technology. Its financial
positions as well as future prospects looked weak. In fact, with its stock price
so low, the company’s management considered going private as a way of
reducing expenses.

Company b is a successful licensed clothing manufacturer with high relative
rankings in all dimensions except the ‘Customer’. At the time of the survey they
perceived some issues with a major customer, which has since been resolved.
Their processes, people and future measures were strong. The company was
sold with its stock price increasing more than 350% over three years.

Company c is a major engineering firm with relatively poor rankings in all
dimensions. It has endured major reductions in staff over many years, and has
recently replaced its CEO with an outsider. This company is in survival mode.

Company d is a leading financial services organization with high rankings
in all dimensions. They are a leader in developing new products and understand
their customers and markets; they are building a future.

Finally, company e serves a unique niche in the global technology market.
Although their short-term financial ranking was low (they were investing for the
future), their longer-term rankings were very high. As a result of their future

potential, this relatively new company was acquired for a very significant price.
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Fig. 1. Corporate level success dimensions

Developed from: (17) Maltz, A.C., Shenhar, A.J., Reilly, R.R.: Beyond the Balanced
Scorecard: Refining the Search for Organizational Success Measures. Long Range Plann.
36, 187—-204 (2003)

4. THE BUSINESS UNIT LEVEL

Organizational success at the business unit level rests upon the
aggregation of results achieved by different projects and products. Typically
businesses are measuring success in terms of gross sales, profit, return on
investment and gross market share. Some of these measures may have longer
time-horizons than others - for example, meeting backlog targets. While a few
companies are using additional longer-term measures such as the percentage of
sales from new products, a comprehensive framework of the business unit
success is needed. Our studies [23,24] of business units in the high-tech industry
found that business unit success measures could be based on the following five

dimensions (see Table 3).

4.1 Profitability

The first dimension addresses the issues of how well does the business
unit meets their financial and profit objectives and do present sales generate
enough cash to insure the smooth operation of the business? It reflects results
of actions taken in the past that have generated recent sales. This dimension
involves the traditional measures of sales and profits. However, the business
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should also ask, how its profit margins are doing relative to similar businesses in
the industry and compared to its own profitability goals.

Table 3. Business unit success measures

Success dimension Specific typical measures
1. Profitability e Sales, profits
e Cash flow
e Margins
2. Orders and Marketing e Projected sales objectives
e Back log
e Market share
3. People Development e Developing technical skills

e Managerial skills
e Human resources utilization
e Administrative services
4. New Opportunities e Sales from new products
e New markets
e Customer satisfaction
e Customer loyalty
5. Preparing for the Future e New technology
e New product lines
e Infrastructure for the future

Developed from: (24) Duvir, D., Shenhar, A.: Measuring the success of technology-based strategic
business units. Eng. Manag. J. 4, 33—-38 (1992)

4.2 Orders and Marketing

This dimension involves the next step of success in the market. It
includes measures indicating prospective revenues from existing orders
scheduled for delivery in the near future. It addresses the question of how
successful is the business in achieving sale objectives and in creating additional
orders. Is there a continuous flow of orders and what is the current level of
backlog? Of particular interest is the question how are these orders going to

influence future cash requirements.

4.3 People Development

This dimension highlights the critical role of people in the business units’
success. Measures such as the quality of professional development and
management skills are essential to a successful operation. It may also include
utilization of skills across projects, placement of people, growth potential, and
quality of administrative processes. These are elements that take perhaps 2-3

years to develop but contribute to the business unit success for many years.
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4.4 New Opportunities

This dimension is focused on a longer range. It measures outcomes that
influence longer-return results since exploiting new opportunities may take time. It
addresses the question of how successful is the organization in opening up new
opportunities for new products and new services and new markets. What are the
prospects of entering into these markets in the foreseeable future? This dimen-
sion also includes assessing customer satisfaction and loyalty. Are customers
happy with the quality of the products and services of the business unit and are

they willing to come back for additional purchases?

4.5 Preparing the Infrastructure for the Future

This very long-term dimension addresses the question of how well is the
business prepared for future opportunities and changes. It reflects past and
future investments that may determine the business unit's results in the years
to come, and sometimes may even hurt business in the short-term. Had the
business identified and made the necessary strategic decisions on future
technologies and future types of products? Had it invested enough in developing
skills required for future markets? Does it have enough long-term programs,
whose goals are beyond two or three years from now; and is it working on next
generations of technology and products which are focused on five, seven, or ten

years away?

4.6 Specific Measures for Each Business

While most organizations are using the first and second measures (profits
and backlog), only a few are formally looking at longer-term dimensions. Many
companies are currently using frameworks such as the Balanced Scorecard and
some pioneering companies such as Hewlett-Packard and 3M have instituted a
longer-term perspective for many years. To focus their businesses on continuous
innovation they are assessing, among other things, the percentage of sales from
new products developed within the last few years (part of the fourth dimension-

opening the window for new opportunities).
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4.7 Using the Framework for Predicting Future Business Success

The multi-dimensional framework of business unit success was used in
a study of 76 business units in the electronics and computer industry in Israel
[23]. The results indicate that the success of a business unit may be divided into
two parts. One encompassing the first two dimensions (profitability level and
orders) and reflecting the short run economic success; while the other including
the last two dimensions and reflecting the prospects for the future.

The difference among the four dimensions and how short-term success
differs from long-term success is demonstrated in (Fig. 2). At the time of this
study, we examined only four dimensions. It exhibits the performance achieved
by five business units and their relative ranking among the group of all

businesses studied along the four success dimensions. A high rank means high

performance.
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Fig. 2. SBU level success dimensions

Developed from: (24) Duvir, D., Shenhar, A.: Measuring the success of technology-based
strategic business units. Eng. Manag. J. 4, 33-38 (1992)

Unit a was one of the best units in terms of short and very short-term
success (measures include profitability, orders and marketing). However, it was
one of the worst in terms of longer-term success such as preparing for the
future. Obviously, such a situation requires immediate corrective action for
preparing the unit for future challenges. Without such action, the situation might

rapidly deteriorate, and then affect its short-term results as well. In fact, three
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years after the study was conducted, unit a went into severe financial problems
and previous sales levels has significantly declined.

In comparison to unit a, the position of unit b is quite strong regarding long-
term measures. Its short-term measures, however, are rather poor. It is likely
however, that due to its good technological infrastructure and its new product
and market opportunities, that it will soon recover and present good performance,
regarding profitability and orders as well. And in fact, three years later this unit
proved itself as a very successful one.

Intermediate cases have also been observed. Unit ¢ was ranked high in
terms of profitability. Regarding other dimensions, however, its ranks were quite
low. Although this unit has good profits at the moment, there are no orders to
provide time for reorganizing and opening new opportunities. Furthermore, it
seems that management has not taken the right steps to establish the
technological and human infrastructure, nor has it taken the steps for getting new
orders. Obviously, this unit is on its way to decline and so indeed happened later.

The data on unit d supports, as well, the predictability of our framework. Its
profitability level is quite low, while all its longer-term scores are higher. As can
be anticipated from the data exploiting the new opportunities, using a strong
technological infrastructure might improve the profitability situation. That is exactly
the course that unit d has taken, and in fact, their profitability returned to an
acceptable level.

The data on unit e presents probably the last moment before con-
solidation. Prior to the study, unit e reduced its workforce by 50% and during
the study’s course it had actually taken desperate actions which proved to be too

little and too late.

5. THE PROJECT LEVEL

Projects are initiated for many purposes; e.g., establishing new business
and manufacturing processes, develop new and upgrade existing products and
to expand facilities. The ability to assess project success has always been
difficult, depending on WHO and WHEN the questions are asked. Classical
measures such as meeting time, function and budget are the so-called ‘triple
constraint, and are widely used. However a seemingly troubled project, with

significant schedule delays and budget overruns, can develop into a very profitable
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venture. Consider, the construction of the Sydney Opera House. The cost of this
project was almost ten times higher than planned, and it took three times longer
than projected. However, it quickly became Sydney’s most famous landmark,
and no tourist wants to leave Australia without seeing it. Similarly, Microsoft's
launch of its first Windows operating system suffered substantial delays and
required a continuous flow of resources and additional people. However it is
clear that years later, Windows has been a major cash-cow for Microsoft and is
widely used in desktops globally.

Shenhar et al. [25] have suggested that projects in the future will be
managed more and more as strategic endeavors, not just as operational activities.
Projects should be focused on achieving business results and winning in the
market place, and project management and teams will spend a great deal of their
time and attention on activities and decisions that will improve business results in
the long run. Projects, therefore, must be perceived as powerful, strategic
weapons, which are initiated to create economic value and competitive advantage,
and project managers must become the new strategic leaders, who must take-
on total responsibility for project business results. In today’s rapid changing world,
there is no time to share this responsibility in the old way, where project managers
were concerned with “getting the job done”, while other managers were respon-
sible for business aspects. One can no longer distinguish between project success
and product success. It is all part of the same game and projects can no longer be
seen as just operational tools for executing strategy, but rather the engines, and
the drivers of strategy into new directions. Project success therefore must focus on
all aspects, the short-term of meeting time and budget, but also the longer-term
factors of business and future. Our studies on project success have resulted in the

following framework of five dimensions [26].

5.1 Project Efficiency

Our first dimension is the short-term measure expressing the efficiency
with which the project has been managed. It specifically measures whether the
project has met its ‘triple constraint’ of time, budget and function. However, does
this imply that the product will be a commercial success? With ever increasing
competition and shorter product life cycles, time to market becomes a critical

competitive component.
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Table 4. Typical project success measures

Success dimension Specific typical measures

1. Project Efficiency Meeting schedule goal
Meeting financial goal

Project Vision

Team motivation

Team morale

Collaboration

Trust

Meeting functional performance
Fulfilling customer needs

The customer is using the product
Customer satisfaction
Customer loyalty

Commercial success

Sales and profits

Project net present value
Market share

Business improvement
Creating a new market
Creating a new product line
Developing a new technology
e Building new infrastructure

Developed from (28) Shenhar, A.J., Dvir, D., Levy, O., Maltz, A.C.: Project Success: A Multidimensionsal
Strategic Concept. Long Range Plann. 34, 699-725 (2001)

2. Team Leadership

3. Impact on the Customer

4. Business and Direct Success

5. Preparing for the Future

Therefore, some organizations may find it beneficial to consider additional
measures of efficiency. For example, the efficiency and vyield of production
ramp, the number of engineering changes before final design freeze, and the
cost of materials and tooling. However, one must realize that all of these
measures only relate to successful implementation of project execution and do

not necessarily imply product success.

5.2 Team Leadership

This is the project “people management” dimension; it represents the
investment and skills of the project manager in leading, organizing, and
motivating the team members. It also represents the team’s “spirit” — the internal
culture that was nurtured among team members, and the excitement and energy
that often characterizes great projects. Our research [27] suggests that project
spirit is enhanced by creating a vision, and cultivating the norms of behavior,
values, the team internal interaction and mutual support and the social bonding of
team members.

Team leadership has been widely studied in recent years. For large capital
projects, project leadership was one of the strong predictors of success [20]. A
few studies have indicated a mixed result on project performance. For example,

Belout and Gauvreau [21] while finding a link between the personnel factor and
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project success (non-significant) they have indicated that this link does exist
according to life cycle stage. Project success is also effected by the industry,
project complexity and the age and nationality of the project manager [22]. Turner
and Muller [28] provided a wide-ranging literature review on leadership style as

a success factor on project success.

5.3 Impact on the Customer

Understanding the “real” needs of the customer is extremely important and
reflects the basic notion of success. This dimension addresses the importan-
ce to the customers’ requirements, and to meeting their needs. This dimen-
sion also includes the level of customer satisfaction, the extent to which the
customer is using the product, and whether the customer is willing to come back
for another project or for the next generation of the product. In a study of the
relative importance of success dimensions, Previous research [27] has found
that project managers perceive this dimension far more important than the

other success dimensions.

5.4 Businesses and Direct Success

This dimension addresses the direct impact the project may have on
the performing organization. Were the sales, income, and profits as expected, did
it help increase business results and gain market share?

This dimension may also apply to non-profit organizations and internal
projects. For example, organizations may need to assess the success of their re-
engineering projects, or the developing of new manufacturing processes. It will
include measures of cycle time, yield, and quality of the process; all of them will

assess the direct impact that the project had on the organization.

5.5 Preparing for the Future

The last dimension addresses the issue of helping prepare the
organizational and technological infrastructure for the future. Did the project
develop new technologies or markets or other innovations? Has our organization
developed new skills that will be critical for future endeavors?

Can a project really be successful if the Product is a failure? It can, if

the failed project served as a foundation for another project. Consider Apple’s
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‘Newton’, by all accounts a commercial disaster. But this effort led Apple to the
development of the iPad, which is incredibly successful.

5.6 Project Success over Time

Project success should be considered as a dynamic concept, with
different dimensions playing a role at different times and with varying degrees of
importance over time. Project success also varies with project type [25];
depending on the level of technological uncertainty at the time of the project’s
inception. The project efficiency (first) dimension can be assessed during project
execution and right after project completion. The third dimension (Impact on the
Customer) is assessed after the customer has used the project's product.
Business success can be assessed after reaching a significant level of sales; this
may take several years, depending on the industry. Typically several years may
pass before the fifth (Future) dimension can be judged. The people dimension
manifests itself across the project lifecycle and even after a project is completed.
Project team members are typically assigned to new projects and continue to

exploit their experience and knowledge gained during previous projects.

6. THE CRITICAL ROLE OF THE HUMAN CAPITAL

There is no question that the human element has a critical role in the
success and competitiveness of the modern organization. This becomes even
more important with the acceleration of knowledge creation and the increased
reliance of companies on knowledge management, knowledge assets and
intellectual property. Many authors have emphasized the importance of the
human element to the success of today's organization. For example, Ittner and
Larcker [29] view human resource management practices as one of the key
elements of process based performance improvements. They suggest that
a firm’s management and its employees can affect its financial performance as
well as provide a valuable source of competitive advantage [30, 31]. Project-
oriented organizations have unique human resource management issues [32],
they are better at providing organizations with competent people, but do not do
as well as caring for their employees; many of these companies realizing the
critical need for these people are providing career development opportunities to

improve morale. Firms have embraced the notion of human capital as a
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competitive advantage that enhances higher performance [33]. Similarly,
Edvinsson and Malone [10] claim that “without a successful human dimension to
a company, none of the rest of the value creations activities will work”.
Furthermore, organizations in the Silicon Valley have coined the term “wetware”
representing the human input into economic activities; this human activity can
never be “owned”, only “rented” and it is critical to any firms’ success [34].

In our study of success dimensions across different organizational levels, we
have witnessed the importance of human capital again and again. Almost every
manager that we interviewed has stressed the importance of human resources
to the success of his or her company. Statements that we heard included the
following quotes [35]: a chairman of an engineering services firm asked: “Is staff
morale higher than last period? This is critical to our success”. A defense
contractor president suggested that, “The morale of employees is very important.
Unhappy employees will affect product quality, customer satisfaction and
sales and profitability”. And a general manager of a telecommunication equipment
manufacturer said, “‘Employee skills, talent, and experience are the primary
differentiator for high-tech firms today”. When we looked at specific dimensions in
our research at the corporate level, we found that ‘retention of top employees’
was the second most frequently selected measure among all measures (second
only to sales). It was rated as important or very important by 76.7% of all res-
pondents.

Yet, when it comes to actual measurements, only a few organizations
were found to be using a formal explicit framework to assess the company's
success in treating its employees, its employee morale and satisfaction, or their
skills and productivity. The conclusion is clear: adding the assessment of the
human element as an indicator for performance is critical to short-term success,
but perhaps even more important to long-term success, and alternatively
may serve as a pre-warning for trouble. For example, if a growing number of
people are leaving the organization and the turnover rate is increasing, clearly,
something is wrong.

Integrating the results of our three studies, we concluded, that the human
element could indeed be measured. Furthermore, while different people issues
should be looked-at different organizational levels, there is a common element

across all organizational levels that should be measured in order to guarantee
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sustainable success in the long run. Starting from the lowest level, the human
element at the project or team level should be focused on team leadership, team
morale, and team spirit. An individual project is a temporary organization that
only exists as long as the work toward the project goal continues [36]. When
the goal has been reached, the project ends and the team members are assigned
to other projects or commitments. Thus the short-lived nature of projects suggests
that dealing with people on the project should be focused on creating the
immediate motivation and spirit that is needed to get the job done. However, great
project teams are characterized by high team spirit, extensive morale, and mutual
support among team members. Leaders of great projects are distinguished by
their ability to make the team function as one, to support team members in their
personal issues, and create a unity and community among team members so that
they will feel that they are part of a unique excellent team. Typical measures at
the project level may include how people feel about being part of this team, how
proud they are to be on the team, how much they are supported by their peers,
and how much are they challenged by the goals and tasks of their project.

At the business unit level the people issues are moving to a higher level.
Business units are more stable, and the people issues may have a longer term
perspective. Therefore, success in the management of the human capital will
be determined by how well does the organization deal with their professional
development, work assignments, placements in positions, and perhaps the
development of management skills.

Finally, at the corporate level, the human capital management should be
focused on the longer-term issues. One of the most important issues is the
retention of top employees and professional workers. Another one would be the
organizational culture and how well it supports the creativity, the innovation,
or the quality of the customer focus that the organization is trying to achieve.
And yet another issue may be the quality of developing leadership skills and
growing people to prepare better for their next assignments on a long-term basis.
One may also include tracking company statistics about the average age of
employees, the average tenure of employees with the company, investment in

training, and the average training days per year per employee [37].
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7. PREPARING FOR THE FUTURE

Just as the human issue extends as important throughout the spectrum
of organizational levels, preparing for the future appears a common theme in
all levels. This measure emerged from previous frameworks, which dealt with
learning or investments in R&D. Naturally, this is the longest-term dimension,
and success in preparing for the future is perhaps the most important dimension
for sustainable on-going success. Yet short-term pressures are often preventing
organizations from investing in the future or even assessing the way they are
operating for achieving sustainable success.

Our multi-level studies have shown that this issue is in fact on many
managers' minds, yet when implementing a formal framework of success, only
a few organizations made this dimension part of their assessments structure.
Here too, we found different specific measures to be relevant for the dimension
of preparing for the future. Once again, starting with the project level, preparing
for the future means that the project is being managed to achieve more than just
immediate business and profit related goals. In many projects, an effort is made
to build new technologies [38] or to prepare infrastructures and abilities that would
be used in the future for other projects and by other product lines. Typical
measures indeed include developing new technologies, creating new markets
and developing new organizational capabilities.

At the business unit level, preparing for the future means creating next
generation products, investment in new technologies, and creating infrastructure
and methods for future product lines. At this level, one looks at the ability of the
business to combine the efforts across projects into a coherent view of the future
where the business is focusing on strategic goals and imperatives that will shape
the business and its environment in the long run.

Finally once again, at the corporate level, what is important for the future is
the ability of the company to create leadership in the industry, to define the
foresight for the future of the industry, and to invest in creating new businesses
while identifying opportunities that are outside of the territory of existing
businesses. The corporation should also assess its total investment in R&D, in
creating partnerships with potential allied companies, and its investment in
infrastructure such as IT, global markets, and international outreach.
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8. IMPLICATIONS AND CONCLUSION

The need for a comprehensive view of performance management has
been widely discussed in the popular and scholastic press. The capital markets
emphasize quarterly earnings reporting and significantly punish those compa-
nies not meeting earnings expectations. As a result companies often practice
financial engineering; and much of this comes at the expense of investing for the
future. Consequently, it is crucial that success measures provide organizations
with tools to build their future. That entails measures that are indicative of
investing in people issues as well as in building long-term resources, facilities,
and capabilities, to adapt to the fast pace of today’s changing environments. We
believe it is also critical that any prescription for performance measurements
would be simple, dynamic, and flexible over time, foster improvement, and be
linked to the organization’s strategy, goals and objectives.

In conclusion, perhaps the need for a new dynamic framework can be best
described by two observations from the recent corporate literature. We defined
a new view of corporate strategy. Their premise is that competition for the
future will be to create and dominate emerging opportunities—to stake out new
competitive space. Companies that are too focused on today’s issues and not
preparing for the future will simply not be competitive. Also, Collins and Porras [39]
emphasize that one of the fundamental attributes of organizations that have
endured for years are the “envisioned future”. They specifically define this term
as setting a “big hairy audacious goal” that truly stretch an organization’s resolve
and resources but has the potential to shape the future. This may take the firm
from ten to thirty years to achieve — clearly a long period of corporate life, and
clearly indicates the need for long-term success assessment methods.

The “Dynamic Multidimensional Success Model” (DMDS) provides another
step towards a practical framework to the domain of organizational performance
measures. It looks at the organization as a “whole’ from the project level up
through to the corporate level and gives managers a practical starting point for
effectiveness measures over multiple timeframes. By adding the Human Capital
and Preparing the Future dimensions to their success scorecards, our hope is that
this framework may help companies to constantly examine themselves and
improve the chances for sustainable and stable success.
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APPENDIX

APPENDIX A-Notes on Research Methodology

As described in the text, we chose to perform a two-stage study, which
involved a combination of qualitative and quantitative methods and two data sets.
The first stage involved a case study research on 15 projects, and the second a statistical
analysis study on 127 projects. The fifteen case study projects were part of the larger
sample of 127 projects, which seem to add only an insignificant bias to our findings.
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All projects we studied were either completed within the recent year, or they were
in their last quarter before completion. Data collection was performed in Israel, in the mid
1990s, in firms operating in the military, or the commercial market. The projects studied
were in a wide variety of industries (e.g., electronics, aerospace, computers, chemical),
had significant range in budget (from $40,000 to $2.5B), project duration (from 3
months to 12 years), markets served, and project purpose.

Caution should be exercised in generalizing the results of this study, since the
projects studied here were not randomly selected and may not be representative of all
projects in general, or in other parts of the world. However, Israeli industry is closely
coupled to Western culture, either in Europe or the US; many of the organizations involved
in our study are subsidiaries or partners of American companies, and there is no reason
to suspect that the study was biased in any significant way.

Data collection for the first part (case study) was multi-faceted, and included
in-depth interviews, which were conducted by teams of two or three, and involved at
least three people from each project. In addition to the project managers, we interviewed
members of the project management team, functional team members that were involved
in the project, project managers' supervisors, and customer representatives. To
strengthen our research validity, and as is often required by qualitative studies, we
insisted that investigators interact with their subjects on their own turf, namely at the project
site.

Interviews involved open questions on the project mission and objectives, the
motivation and the expectations from the project of the different parties involved: the
contractor, customer, and user. Data were also obtained on success of the project, as
perceived by the different parties, and as compared to their initial expectations. Finally,
we obtained data on specific goals and achievements such as meeting time and budget
goals, meeting technical and functional requirements, fulfiling customer needs, and
achieving various business-related results.

The qualitative case data of this study were processed through a method of
cross-case comparative analysis, and as required by this method, it was highly iterative,
with continuous comparison of data and theory. This method as described by Eisenhardt
(p. 533) “forces investigators to look beyond initial impressions and see evidence through
multiple lenses”.

During the case study part of our study, and based on the experience gained in
previous studies, we prepared a list of thirteen specific measures to account for the
interests of various parties (see Table 3). This list formed the basis for the structured
questionnaire, which was used during the quantitative part. During this phase, res-

pondents were asked to rate the importance they place to each of these measures
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on a seven-point assessment scale, from “very low” to “very high”. They were also asked
to use a seven-point scale to rate the degree of success they perceived in each of these
thirteen measures, as well as in a fourteenth measure, which involved an assessment of
the project overall success.

Data analysis in this part, involved calculating the descriptive statistics and
Pearson Correlation coefficients between the fourteen measures we studied. We also
performed a factor analysis on these measures to identify whether they can be clustered
as groups of typical measures, which are strongly related to each other, and thus can
be described as separate success dimensions. The statistics can be found in our
other paper "Project Success: A Multidimensional Strategic Concept" by Aaron J.
Shenhar, Dov Dvir, Ofer Levy, and Alan C. Maltz.
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condition and perspectives

Abstract: The study examines the place of behavioural economics in the
structure of economic science and the practice of state regulating. The thesis that
neoclassicism is an appropriate normative approach for analysing human behaviour
is defended but the comparative advantages are on the side of behavioural
economics in the answers of escriptive, diagnostic, prognostic and perspective
questions. It tracks the historical roots, the ideas of behavioural economics for the
limited rationality, will and egoism are presented in short as well as the contribution of
behavioural approach to the state intervention’s ideology and practice. The libertarian
paternalism idea and its role for the transformation of “state of wealth” into the
gaining clearer and clearer outlines “new paternalistic state” are presented.

Keywords: behavioural economics, libertarian paternalism, nudge.

Introduction

There is consensus existing in the behavioural sciences that three types of
questions need theoretical explanation. The first is the normative question ,How
should people act‘. The second type of questions are directed towards three
problems: the descriptive ,How do people actually act®, the diagnostic ,Why they act
this way“ and the prognosis ,What results their behaviour would lead to“. The third
type of questions is the perspective question ,How to achieve that the people act the
way they should act”. Although desirable, a theoretical construction is not able to give

answer to all three types of questions. (Thaler, 2016).
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Undoubtedly, the neoclassical idea for ,Homo Economicus” is successful in
finding normative answers for the ideal we should strive for. ,Homo Economicus® is
rational, possesses unlimited possibilities to acquire and process necessary
information, reacts in a predictable way to the stimuli created by the market and
public institutions, pursues his own interest and has the will to realize his goals. The
assumption for rationality is altogether simplified, powerful and precise enough tool,
with which one can quest for descriptive answers and prognosticate wide range of
economical phenomena. However, there are phenomena and facts that are in
contradiction with the fundamental assumptions for rationality.

We difficultly estimate the possible outcomes and the probability of their
occurrence. We overestimate ourselves and act with prejudice towards the others.
Our optimism is unduly high and at the same time, we exaggerate the damage of
possible losses. We use mental models that frame information the way we often
interpret it incompletely and wrongly. Our choices depend on the context and we
show tendency for anchoring to useless and unspecified information. We stick to the
status quo, follow our previous behaviour or the others, show conservatism and avoid
changes, even when they are urgent. We are led by reciprocity and often turn our
back to our own interests: we are ready to allocate resources and efforts to
encourage those, who behaved fairly, and to penalize injustice.

In general, most of the people do not succeed in maximizing the expected
usefulness and apply simplified but wrong strategies for decision-making and make
better choices when having limited number of alternatives. They often act against
their own interest: they postpone important things such as prophylactic examinations,
qualification and saving for retirement, they stick to the option implicitly even if it is
not the best choice of theirs, invest unreasonably, tend to accept tricky advices and
to vote for unreasonable political projects, etc.

All these are examples of behavioural failures, which cannot be integrated in
the picture of neoclassical economics. They are manifested particularly strongly at:
time discrepancy between decisions’ benefits and losses (savings and insurances,
consumption of alcohol or other problems of self-control); need of expert knowledge
(choosing a leasing plan or another financial product); low repetition of decisions and
impossibility to learn from experience (family binding, purchase of home and car, how

many children to have and the choice of a career); bad feedback (healthcare,
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education and savings); choosing among unknown alternatives (working place,
medical procedure, school or vacation package); experience accumulation is
damaging (the negative dependences). (Thaler & Sunstain, 2014). The list practically
means that there are behavioural failures in almost all situations and activities,
except the repeating simple deals. Besides, they are universal. Despite his
intelligence, education, experience, wealth or influence, at certain circumstances and
regarding certain issues, each one of us is limited within his rationality, self-control
and egoism. (Mullainathan & Thaler, 2001).

Not considering the limitation of rationality, self-control and egoism and the
resulting behavioural failures prevents neoclassical economics from presenting
correct descriptive picture of human behaviour and forces for its idealized
understanding for ,Homo Economicus® to be corrected. A new stream in the theory of
economics that became popular as behavioural economics’ tries to put the real
human and the behavioural failures in the centre of the economic analysis attention
in the last forty years. Its goal is to improve the reality and quality of economic
analysis, which would result in better prognosis of the real humans’ behaviour and in
formulating better recommendations for the followed policy. (Camerer, et al., 2004).

The present article aims to summarize the achievements and challenges
ahead of behavioural economics in achieving its purposes. It would track the sources
and the logic of its development, would present its main achievements worldwide and
at home and would outline its role and perspectives within the frame of modern
economic sciences and the state governing practice.

Sources and Development

The roots of the behavioural economics’ methodological approach are in the
remote 1759. Then the 35-year old teacher in Ethics in the University of Glasgow
Adam Smith publishes his first big work, Theory of Moral Sentiments. There he
uncovers some features of human behaviour that cannot be integrated in the idea for

the “economic person”. (Ashraf, et al., 2005). Among them are the over-confidence

" Some authors (Angner & Loewenstein, 2012) consider that the more correct name is ,cognitive”, not ,behavioural ” economics.
Our opinion coincides with this position. The term ,behavioural ” is not correct because of two reasons. First, it is not
informative as far as all economic streams’ subject is human behaviour and in this sense, they are all ,behavioural”. Second, it
is tricky. behavioural economics’ methodological fundament is the cognitive psychology, not the behaviourism. Behaviourism
in psychology is not only a counter point of cognitive psychology, but it is also the stream, on which the foundations of
neoclassicism are constructed — the economic paradigm, which is the main object of critics by the behavioural economics.
When introduced in 1958, its authors Harold Johnson and Kenneth Boulding perhaps did not consider these two arguments,
may be because of the cognitive psychology condition at the time, too. Then traditionally the mistake is repeated and as much
as it is repeated, the less noticeable it becomes. This demonstrates how the behavioural economics itself is victim of the
deformations it is called to uncover and neutralize.
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(,the haughty self-reliance on the own capabilities that most of the people possess®)
and the lack of foresight at choices that regard the future (,the pleasure we will get in
ten years is interested for us much less compared to what we can enjoy today®).
Adam Smith also reasons for the first time about avoiding losses, pointing that we
suffer more when we fall from good to worse state than we enjoy it when the state
changes from bad to better. He admits that we possess the natural trend to take care
of ourselves because prudence dictates so. However, as far as we are also social
beings, we are gifted with natural sympathy with the others, with striving towards
justice and virtues like involvement, self-control, self-criticism and conscience. In the
process of taking many of our decisions, we do not need to think, but we are led by
ethic rules and norms. Despite our passing emotions and interests, the raised by
them “sentiment of duty”, proud and shame help us observe the principles of moral
and unpremeditatedly to contribute to the others’ happiness and to the public peace.
For Adam Smith legal penalties and encouragements may be aim the same results
but they could never be so consistent, immediate and effective as conscience and
moral rules dictated by nature and society.

Psychology and sociology do not exist as independent behavioural sciences
in the first years of economic theory development and economists pay considerable
attention to moral, sentiments, human impulses and emotions. Their theoretical tools
like the Law of Diminishing Marginal Utility for example, use psychological
arguments. Despite the proclaimed respect to Adam Smith, since the 70° of the 20t
century, influenced by the works of William Jevons, Karl Menger, Leon Walras and
Francis Edgeworth, economic theory takes away from his intellectual heritage. Then
the emerging neoclassical paradigm starts referring more and more critically towards
the hedonistic assumptions of Jeremy Bentham’s Ultility Theory, economy gains the
image of a natural science that explains human behaviour as rational and relies
fundamentally solely on the behaviourist stream of psychology. The human act itself
becomes its problem, not the motives behind it; the results, not the processes that
caused them; what people do, not why they do it; what the problems in the relations
between the separate agents are, not the problems in each one of them. (Camerer,
et al., 2004).

The neoclassical models of rational choice dominate in economics until the

end of the 20™ century. Economics and the other social sciences use them to explain
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in logic and convincing way not only the behaviour of the market and how the
companies stimulate their employees and the consumers react to the changes in
prices. Neoclassical economics’ application field considerably broadens in the course
of years and includes such issues as voting at elections, family behaviour, education
and healthcare, dependencies, criminality, terrorism and armament.

Neoclassical stream attracts numerous researchers but the searches of some
of them lead to results that contradict the neoclassical theories that had inspired
them. Strong is the critics coming from other sides, too. In his General Theory of
Employment, Interest and Money John M. Keynes uses many times as arguments
,animal instincts”, “spontaneous optimism”, ,money illusion”, ,tendency for
stubbornness in making mistakes” and other social-psychological characteristics that
cannot be attached to the understanding for the optimizing ,Homo Economicus®.
Fr. Von Hayek also emphasizes that Rational behaviour is not a precondition in
economic theory although it is often presented to be. The theory’s main statement is
rather that competition would make people act rationally in order to make their own
living.“ (Hayek, 1998, p. 98). Enough evidence appears in the second half of the 20"
century that the principles of rationality are unrealistic and that the economic theory
evolution anticipates considerably human evolution. This gradually restores the
connection of economics with the rest of the behavioural sciences, directing
researchers’ attention towards actual behaviour and psychology new achievements
in fields like thinking, problems solving and decision making.

In the middle of the 50% Herbert Simon (1916 — 2001) proves that economic
agents, even if they want to maximize their wealth, they do not have the necessary
information, cognitive capacity and time to process the available information and
instead of following the postulates of rationality, they find “satisfying” solutions. As far
as they are not able to catch and make sense of all the available information, they
react consciously to only a small part of it and act in a way different from the way
they would follow at the availability of all the information.

In the beginning of the sixties Vernon Smith (1927 — ), also awarded Noble
Memorial Prize in Economic Sciences in 2002, brings into question some of the basic
assumptions of the rational choice model, which concern markets functioning.
V. Smith conducts experiments to simulate markets functioning. This sets the

beginning of the so called ,experimental economics“ and results in a remarkable
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discovery: although the participants in the experiments do not have full information
and are not always rational in their behaviour, market equilibrium is anyway
achieved. This means that in methodological aspect we do not need rational
individuals to explain the rational market result.

In 1967, the German-born American psychologist Ulric Neisser (1928 — 2002)
published his work of Cognitive Psychology, with which he gave the name to this new
branch of psychology. He develops it as inter-disciplinary stream that unites intuitive
models of classical philosophical thinking with the experimental psychology’s empiric
approach.

A year later, in 1968, Howard Raiffa published his book ,Decision Analysis:
Introductory Lectures on Choice Under Uncertainty“ and sets the beginning of
modern decision making theory. The same year he, John Hammond and Ralph
Keeney publish an article that describes seven psychological traps, which could
negatively influence the way of decision making, namely the traps of: (1) anchoring —
giving disproportionate weight to unessential incidental information; (2) status quo —
sticking to the present choices even if better alternatives exist; (3) the sunk cost —
binding and consecutive repetition of mistakes from the past; (4) confirming evidence
— looking for status quo confirming information and discounting opposing information;
(5) overconfidence — overestimating the accuracy of own forecast; (6) the prudence —
over-caution at estimating uncertain events; and (7) the recallability trap — giving
undue weight to recent, dramatic events.

The ideas of Herbert Simon, Vernon Smith, Ulric Neisser and Howard Raiffa
are the base for a huge jump for the economic agents’ behaviour understanding. It
was carried out by the Israeli cognitive psychologists Daniel Kahneman (1934 — )
and Amos Tversky (1937 — 1996) in the last quarter of the 20" century. They
discover number of features of human thinking that offer natural explanation of
observed reactions and anomalies in the made decisions.

The first important conclusion out of Kahneman and Tversky’s studies is that
thinking is dual and is predominantly automatic, not rational. (Tversky & Kahneman,
1974). Automatic thinking resorts to what comes to our mind without efforts. In great
part of the time, instead of making complicated calculations and thinking over all
possible ways of acting we prefer simple decisions and use “short mental paths” or

“heuristics”. Our ability of elaborating intuitive assessments plays the main role in this
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way of thinking and acting. It has formed long before logic thinking developed and is
common for humans and animals. Intuition is characterized by speed and
automatism necessary for surviving. It is based on the accumulated knowledge and
experience from the past but often has no answer to the more difficult issues we face
in our social interactions, in professional field or in economic relations. Then intuitive
system consults rational thinking. It is slower, is managed by formal rules, has a lot of
knowledge and this makes it flexible, but at the same time is way lazier and tend to
save its efforts.

The last fact is easily explained. Brain is very powerful tool for assessment
and decision-making. However, it is much ineffective. Typical human brain is just two
percent of the total body weight but consumes 20% of the body energy. More, its
energy ineffectiveness does not even allow its full capacity to be used. Brain cannot
set in simultaneous operation more than two percent of its neurons. If it exceeds that
limit, the reserves of the used fuel — glucoses — exhausts so rapidly that the person
loses consciousness. (Medina, 2011). Because of these restraints, each economy of
intellectual efforts and time is much desirable. That is why, when possible,
consciousness always acts intuitively and processes automatically sensuous signals
as well as the information about gains and losses, wealth, prestige and social
hierarchies. Intuitive system quickly and imperceptibly pre-formulates the received
information into its abstract representation and leads to the relevant act.

The second revolutionary contribution of Kahneman and Tversky comes in
1979 with their article Prospect Theory: Decisions Under Risk. (Kahneman &
Tversky, 1979). Here they present evidences for number of animalises that contradict
the Expected Utility Theory and offer an alternative theory, based on several
principles: separate estimating of each possible outcome toward particular reference
point, losses exceptive avoidance and asymmetric estimation of benefits and losses,
different attitude towards the risk at gains and losses. Their article is published in the
renowned magazine of Econometrica and is one of the most cited publications of the
magazine — more than 40 000 times.

When Daniel Kahneman summarized his ideas in his book Thinking in 2011
(Kahneman, 2012), the Economist magazine compared the scholar's achievements
with the ones of Copernicus and Darwin: ,As Copernicus removed the Earth from the

centre of the universe and Darwin knocked humans off their biological perch,
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Mr Kahneman has shown that we are not the paragons of reason we assume
ourselves to be“. (The Economist, 2011). Actually, Kahneman’s position is a way
more moderate. According to him, ,The main feature of agents is not that they reason
wrongly, but that they often act intuitively. And that their behaviour is not guided by
what they are capable to calculate, but what they happen to see at the certain
moment®. (Kahneman, 2003). Said in other words, the problem behind the often lack
of rationality is not that people are fool of undereducated but that they are driven by
intuition and emotions, i.e. that they are humans.

The collaboration of Kahneman and Tversky’s in the 80s of the 20t century
with the then young American economist Richard Thaler (1945 — ) results in the
occurrence of behavioural economics as a separate stream of economic theory.

Behavioural anomalies that cannot be explained by the traditional economic
models become motive for progress and main object of research in the first steps of
behavioural economics. It is revealed they are natural and systematic and this allows
them being studied and being predictable. To analyse them, behavioural economics
integrates the newest theories and hypothesis of economics and the latest
achievements of cognitive psychology, social psychology, psychophysiology,
evolutionary economics, sociology and even neurology. Within this integration,
behavioural economics takes from traditional economics the interest towards
decision’s results, from the cognitive psychology and neurology — the interest
towards the very process of decision making, and from sociology — the interest
towards environment and norms impact. It is already interested in not only what
choice people make but also why they do it and what processes define their
ratiocinations, estimations, decisions and actions. Thus understanding about human
behaviour is achieved, where the assumption for rationality is corrected.

Behavioural economics ideas do not exhaust with the explanation of human
behaviour and behavioural deviations from rationality. Predictability of behavioural
failures allows them not only being recognized and reported but also being
overcome. (Ariely, 2012). Two articles published in 2003 — Libertarian Paternalism
(Thaler & Sunstein, 2003) and Regulation for conservatives: Behavioural Economics
and the Case for the Asymmetric Paternalism (Camerer, et al., 2003), point the
intellectual connection between the condition, in which people make behavioural

mistakes and the questions whether, when and how these mistakes to be corrected.
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The conclusions turn behavioural economics into political doctrine that gives the
grounds of new responsibilities and new scope of tools for the state to intervene,
which change the context of individual choices the way that they: (1) increase
individual wealth and help people achieve their own normative preferences and (2)
do not limit the individual rights and freedom of choice. In 2008 this doctrine gets its
own popular name — ,nudge®) (Thaler & Sunstein, 2014), although the authors of the
book bearing the same name prefer it to be called ,Liebratrian Paternalism®.

Nudging as Contribution in the Ideology and Tools of State Regulating

.each form of intervention in individual choices, if it contributes to the effective
removal of the problems with behavioural failures” is desired and acceptable for
behavioural economists. (Rizzo & Whitman, 2009). Thus, in contract to neoclassical
paradigm, an extensive state intervention is allowed including the cases, when the
decisions regard only the ones, who take them (even at the absence of failures and
distribution problems).

The scope of tools and methods of governmental intervention is extremely
wide. On one hand, behavioural economy re-estimates many of the traditional plans
and regulatory tools, suggesting conceptual frame for ones and has serious doubts
on the effectiveness of others. On the other hand, it introduces new, non-standard
tool of ,behavioural” policy in society’s agenda. Their character is paternalistic and
they may have impact upon: (1) the results, without disturbing people’s actions or
opinions (automatic transfer of additional mandatory insurance payments from
private funds into the National Insurance Institute); (2) the actions, without changing
the beliefs (the fines for exceeded speed limit); (3) the beliefs, aiming influence on
the actions (educational campaigns on the damage of overweight); (4) the
preferences, no matter if it changes beliefs (the warning signs on the cigarette boxes
and commercials).

However, not all tools of paternalistic intervention are equally preferred for the
behavioural approach. (Sunstein, 2013).

First, the preferred is the paternalism that affects the means, not the goals. For
example, if you would like to save funds, you'd better use energy-saving and reliable
appliances. Directing your choice towards such type of appliances through
information on the labels on the electric power consumption or through imposing

standard of power effectiveness does not disturb your goal, but helps you achieving
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it. Navigation systems integration in the automobiles has the same effect. You decide
where you would like to go and the navigation system helps you do it with the least
expenses of time and fuel. ,Smart“ pedestrians with inscription ,Look right* or ,Look
left“ are also an example for tools paternalism. Focusing the attention on the correct
direction, they just help the pedestrians to do safely what they themselves had
decided to do — to cross the street. The same is with the regulations for mandatory
belts in automobiles and helmets for motor-bikers, the labels containing the
ingredients of food and the standards for their production. Paternalism of tools
respects the individual goals — you to save, to move safely, to make informed
decisions of your own interest — but considers that people’s actions are not always
complied with them, and directs their actions in the correct direction.

Second, behavioural approach prefers the ,soft” forms of paternalism. These
forms affect without imposing high expenditures. Examples are the small and
moderate fines, the warnings, the educational programmes, the requirements for
information about products, including the energy effectiveness and the fuel expense,
the regulations on the place, time, packaging and way of selling of products, the
options by implication and the automatic inclusion in a saving or insurance plan.

Behavioural economists support the ,hard” forms and the paternalism of goals
in two cases. The first is when they bring much bigger benefits than expenses. An
example is the imposing of energy effectiveness and fuel expense standards, the ban
for drug use, the frightening pictures on the consequences of smoking upon the
cigarette boxes that overexpose problems, etc. Paternalistic interventions are
asymmetric in all similar cases: ,... they do great good to the ones, who make
mistakes, and at the same time, impose little or no expenses on those, who are
completely rational. Such regulations are relatively harmless for the ones, who make
decisions that correspond to their best interest, whole, at the same time, are
favourable for those making non-optimal decisions®. (Camerer, et al., 2003). The
second one is when they are demanded by John St. Mill's harm principle. However,
essentially such constraints are not purely paternalistic, because they are not
grounded on protection of people’s own interests, but on the principle that everyone
is free to do what he wants under the condition not to disturb anybody else’s rights. In
these two cases, if the decisions are left to the people themselves, then they would

strive for getting insignificant short-term benefits and would neglect the much bigger
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long-term expenses for them as well as the damages they cause to the others with
their own behaviour.

Third, libertarian paternalism prefers open, public and directed to rational
system tools for ,nudging“. They are meant for taking out of the automatic mode and
for alarming the rational systems through drawing the attention and focusing upon
the action, that is taking place at the moment. The ,nudged ones” are aware with
these aims before undertaking action and if they do not accept them, they can follow
another type of behaviour, too. Not opened, hidden and directed towards the
automatic system ,nudging” works the way that the ones towards whom it is directed,
cannot uncover neither the intentions nor the means, by which behaviour change is
sought. No matter whether they cause unconscious or conscious reactions, their non-
transparency does not allow people even to understand they are subject to correcting
influence, and this means that practically, they do not have the freedom and cannot
avoid it. As a result ,nudging“ may easily turn into manipulation of others’ choices
and behaviour and open the door to their unconscious in order thoughts, desires,
fears, worries or model of behaviour to be put inside to lead them to actions that are
not of interest for them. And, as far as this happens non-transparently, ,nudging*
would stay unnoticed and “the ones who initiate the nudging” would avoid the control
on their actions and the responsibility for them.

The pointed three characteristics contain the contribution of libertarian
paternalism to state regulation’s ideology and the practice. It extends the boundaries
of admissible state intervention in people’s lives compared to neo-liberalism, but the
position it proclaims is much more balanced, prudent and moderate than the one of
traditional paternalists. However, critics are not few. Radical opponents of
neoclassicism consider it too soft and inconsistent. Neoclassicism supporters
consider it form of manipulation of civilians and of state directing them towards
actions they have not agreed and cannot avoid. (Easton, 2014).

Critics and Reactions

The main critics are fed by the possibility for paternalistic manipulations.
(Bovens, 2008). Limited rationality and will do not mean people are fool. They might
be aware of their own deficit of self-control when they choose chips instead salad but
consciously and certainly to prefer the first if they are not on diet. Why should

someone intervene in their choice and change it? If ,nudging” is premeditated
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attempt to influence others’ behaviour and decisions, which is based on certain
values and has certain goals, what is the guarantee that these values and goals
comply with own values and goals of the nudged ones? How to guarantee that
“nudging” is “for good” and how to avoid ,evil nudges“? What makes libertarian
paternalism’s moral different from the one of traditional paternalism if, in the long run,
it also forces people without their agreement and often without them being aware, to
act in certain direction? How can the ,initiators of nudging“ uncover ,the real®
preferences of others if the latter, being rationally limited, are not aware of their own
preferences and do not even think about them. If people cannot achieve what they
would like to, because of their deformations, what prevents the ,initiators of nudging®
from the same deformations they should save the others from?

Libertarian paternalism faces critics also because of the effect upon stimuli
and responsibility of people. It establishes the relations between state and civilians
after the model of the relations between adults and children. “Nudging” children is
much easier than adults. That is why most often the ,nudging“ ones behave in
infantile manner with the “nudged” ones. In most cases their behaviour uses
arguments, symbols, words and intonation as if speaking of children with
impediments in their growth or mentally ill. Manipulative potential of that is dangerous
and should be taken into consideration. If someone behaves with a person this way,
as if he is unconscious child, then his reaction would be lack of critical estimation and
the desired behaviour and choices would be easier achieved. (Chomsky, 2016).

Infantilization of civilians is a problem because of yet one more reason. It
creates danger of state intervention escalation: the more infantile and deprived of
stimuli to develop their good decision making potential the civilians are, the more
care from the state they need; but the greater these cares are, the bigger civilians’
irresponsibility and dependency grow. (Furedi, 2011). Thus, practical application of
“nudge” tools may result in self-performing prophecy: decreasing ability of people to
learn from their mistakes and to make good decisions would lead to more people
making wrong decisions, which, on its part, justifies new interventions through
,hudges”. (White, 2013).

Not the last, libertarian paternalism is also criticized for it uses peripheral
mechanisms for influence and can achieve only shallow and short-term changes.

(Cialdini, 2005). As far as it avoids the main way of influence, it does not provoke
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long-term transformation of attitudes and is not able to lead to long-term changes in
behaviour. (Salazar, 2012; Goodwin, 2012).

All these issues are serious and behavioural economics agrees they have their
grounds. It admits they cannot be overcome solely through greater attention towards
the selection, expert background, moral and motivation of the “choice architects”.
Two more types of measures are necessary. The first one is to use predominantly
the forms of soft paternalism and transparent nudges that are directed towards the
rational system, and to avoid hard paternalism and non-transparent nudges,
particularly the ones using the automatic system of thinking as a channel for
influence. Second, emphasis should be put on enhancing personal responsibility of
people for their own present and future well-being as well as on the formation of
knowledge and skills in everyone to be able himself to “nudge” his own behaviour in
the desired direction, to understand the techniques and methods used to be
manipulated and controlled against his will, and to prevent himself from undesired
and ,evil nudges”. The latter means to pay serious attention to study and increase
critical weight of factors that raise the rationality level, for example education,
specialized training on the reasons for behavioural mistakes and techniques for
prevention from them, building public values and norms, construction of self-control
supporting infrastructure, etc. (Prentice, 2015).

New Theories and Recognition

Despite these critics, behavioural economics gains new territories in the recent
years. The main reason is that it works, where the others fail. While the economic
processes surprise the adherents of traditional approaches in the first decade of the
new century, behavioural economists succeed in prognosticating them. Robert Shiller
with his book Irrational Exuberance (2000), Hersh Shefrin, author of Beyond Greed
and Fear: Understanding behavioural Finance and the Psychology of Investing
(2000), Andrei Shleifer and Meir Statman, authors of Inefficient Markets: An
Introduction to behavioural Finance (2000) have significant contribution to that.

All those give some of the behavioural economists grounds for direct attack
against the dominating neoclassical economic theory. ,We pay awful price for our
blind faith in the power of the invisible hand®, Dan Ariely considers. ,Neoclassical
theory is inaccurate. It does not allow us to understand why economy progresses at
leaps.“ — Nobel laureates George Akerlof (1940 — ) and Robert Shiller (1946 — )



400

diagnose in their book Animal Spirits. And explain ,how economy actually functions,
when people are really human®, they present ambitious programme: ,To achieve
what existing theory have not been able to realize®.

Behavioural economy adherents gain bigger and bigger recognition within the
economic sphere since the beginning of the new century. In October 2004 Eugene
Fama, the founder of effective markets theory, admits for Wall Street Journal: Shares
prices could become irrational to a certain extent. Even Alan Greenspan, who serves
as pillar of neoclassical ideas for many years and leads United States Federal
Reserve between 1987 and 2006, notes that behavioural economics does not
enervate completely neoclassical approach but plays crucial role in the process of
investors’ decision making: September of 2008 is turning moment for all analysts,
including me. It forces for our macro models to include animal instincts, which
dominate finances.

Symbol of the recognition of behavioural approach achievements and
possibilities is the prizes of the Swedish Central Bank in memory of Alfred Nobel,
awarded to Herbert Simon in 1978, to George Akerlof in 2001, to Daniel Kahneman
in 2002, to Thomas Schelling in 2005 and to Robert Shiller in 2013, as well as the
John Bates Clark medal for Andrei Shleifer in 1999 and for Matthew Rabin in 2003
and the bronze medal of the French National Center for Scientific Research (CNRS)
for Davis Masclet in 2012.

Cognitive deviations referred to as ,curio” by traditional economists, are
studied already in details in respected academic editions. The number of their
publications and quoting increase exponentially. The three specialized editions in the
field of behavioural economics — Journal of Economic Behaviour & Organization,
Journal of Economic Psychology and Journal of behavioural and Experimental
Economics (former Journal of Socio-Economics) — are prestigious and have a high
rating.

Today behavioural economics is taught and developed in the most prestigious
American universities — Harvard University, the Massachusetts Institute of
Technology, Stanford University, Berkeley, University of California, the University of
Chicago, Columbia University and Princeton University. Leading in this field in
France is the Group for Economic Analysis and Theory (GATE) in Lyon and in the

Toulouse School of Economics. In Canada — this is the University of Toronto. In



401

Great Britain — it is the London School of Economics and the University of Warwick.
The Institute for New Economic Thinking — a brain trust, founded in 2009 thanks to
the fifty million dollars donated by George Soros — also puts behavioural economics
in the centre of its researches.

The application field of the stream is also extending. Similarly to the
neoclassical approach ,economic imperialism®, it gradually embraces the traditional
territories of many other social sciences. behavioural Law and Economics (Jolls,
Sunstein & Thaler, 1998; Sunstein, 2000), Behavioural Finances (Shleifer, 2000),
Behavioural Economics of Development (Mullainathan, 2010), Behavioural Public
Finances (McCaffery & Slemrod, 2006), Behavioural Theory of Games (Camerer C.,
2003) and behavioural Macroeconomics (Akerlof, 2003) develop as separate
branches. All of them are on their way up and not only extend the influence of
behavioural economics, but also enrich its core, supplying it with new ideas,
examples and arguments.

Behavioural economics enjoys up going success yet among the wide
audience. Readers buy as hot cake books like Blink by Malcolm Gladwell, Nudge by
Richard Thaler and Cass Sunstain, Influence: The Psychology of Persuasion and
Pre-Suasion of Robert Cialdini and Dan Ariely’s Predictably Irrational, being thirsty to
understand why they take ,wrong” decisions so often and how to avoid them.

Even film industry turns directly to behavioural economics. The film that got
five Oscar nominations in 2016, The Big Short, presents not only the understanding
of behavioural economics about the world financial crash of 2008 and how human
ignorance, stupidity, thoughtlessness, negligence and carelessness, combined with
greed and arrogance, can collapse economy and civilization for a day. The film uses
also behavioural economics’ advices how pretty complicated financial terms and
operations should be communicated — the explanation should be simpler and should
be made by liked people, who dominate media space.

Within the last decade behavioural economists increase considerably their
political influence, too, and applications of their suggestions can be found in fields
like healthcare, savings, finances, traffic safety, employment, discrimination, envi-
ronmental protection and consumer protection. (Sunstein & Reisch, 2017).

Lasting interest towards the behavioural economics’ ideas exists in Great

Britain, too. The first in the world specialized team — behavioural Insight Team, BIT,
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functions to the prime minister’s office since 2010. BIT work gives practical results
and its ideas for improving safety, education, social protection, healthcare, tax and
fines collectability, energy efficiency, alcohol and cigarettes consumption reduction
among young people, consumer protection and organs donation registering are
already in operation. Only for the period 2011-2012 BIT work has brought benefits
that exceed the expenses for its functioning 22 times. According to current data, the
savings from the group’s introduced recommendations within the next five years
would make up more than one billion pounds. In 2014 the group consisting of 14
members working in London is partially privatized. Its members are about 100 people
now. They are based in London, Manchester, New York, Singapore and Sidney and
fulfill tasks of the governments of USA, Great Britain, Australia, Canada, the
Netherlands, Mexico, Moldova, Poland and other countries.

As president of the United States, Barack Obama also refers to behavioural
ideas many times in his speeches. In addition, he states that he ,grounds his policies
not upon abstract models... but upon real fact about how people act®, i.e. cleared
from the delicacy of the expression that is led not by the neoclassical but by the
behavioural economics. The Time Magazine calls the group of his 29 close advisers,
among whom Richard Thaler, Dan Ariely, Cass Sunstein and Daniel Kahneman,
,behavioural dream team”, which goal — ,to transform the state®, is pursued with the
behavioural economics recommendations. (Grunwald, 2009). Since 2014 a
subcommittee to the National Science and Technology Committee functions in the
White House — Social and behavioural Sciences Team, https://sbst.gov/. The group
works actively and publishes annual reports and many of the behavioural
economists’ suggestions are already realized in practice — the ideas for health
insuring and retiring plans 401(K) reforms, attracting of servicemen to the TSP saving
plans, greenhouse gases reduction, organs donating organization, tax return system,
the obligatory information about energy efficiency, fuel expense and the products
contents. (Social and behavioural Sciences Team, 2016).

Great Britain and the USA are not the only ones interested in the behavioural
approach. ,Nudge” mechanisms are applied in more than 150 countries (OECD,
2017), and in many there are functioning formal structures that elaborate, suggest
and introduce initiatives based on behavioural economics. An Innovation Hub to the

Privy Council Office consultative committee is established in 2015 in Canada. The
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Hub collaborates with Canadian universities and scientists interested in behavioural
approach for conduction of its experiments. In 2016, the Australian government
establishes Behavioural Economics Team, which functions as part of the prime
minister’s office. Centralized consultative structures exist also in Chile (Laboratorio
de Gobierno), in France (Secretariat-General for Government Modernization), in
Germany (Staff of Policy Planning Unit, the Federal Chancellery), etc. The approach
in the Netherlands is different, 11 ministries and regulative bodies are included in the
network behavioural Insights Network, initiated in 2014. The Ministry of Economics is
assigned the role of network’s secretariat, which connects the groups and experts
from various ministries and ensures the collaboration and knowledge sharing.
European Commission uses the behavioural approach yet in 2008. At first,
behavioural ideas develop within the Commission’s research center, Joint Research
Centre (JRC). Specialized part is set in JRC since 2014 — Foresight and behavioural
Insight Unit (FBIU), and since 2015, one more section functions to the EC — the EU
Policy Lab. In 2016 FBIU analyses the progress of the behavioural approach
application in the member states and publishes its conclusions. (European
Commission, 2016). The reports Green Behaviour (2012) and Nudging the Lifestyle
for Better Health (Piniewski, et al., 2011) are among the EC publications, again full of
behavioural recommendations. The analysis and recommendations in these and in
other publications follow accurately the behavioural economics approach. Even the
World Bank dedicated its report for the world development for 2015 to the
behavioural economics. (World Development Report 2015: Mind, Society and
Behaviour).

Unfortunately, behavioural economics is little known territory at home.
Although the most significant western works are already translated in Bulgarian, the
efforts for complete presentation of behavioural ideas by Bulgarian authors exhaust
by two theoretical studies — my own Architecture of Choice. The Advices of
behavioural Economics (2016) and the student book by Atanas Atanasov from
University of National and World Economics, behavioural Economics (Atanasov,
2013). There are also few interesting and promising progress studies in the fields of
cognitive psychology, organizational relations and behavioural finances. Among the
examples are the works of Georgi Karastoyanov in the field of cognitive psychology

and particularly his book Psychology of Premeditated Influence (Karastoyanov, 2012)
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and the study of Marin Paunov in the field of organizational behaviour, Human
Emotionality in Behavioural Sciences and the Practice of Management (Paunov,
2015).

More quality scientific products are seen in the field of behavioural finances.
Standing out among them is the book of Boyan Ivanchev, Everybody Can Invest
Successfully if Avoids lllusions and Irrational Behaviour (Ilvanchev, 2013), also two
articles by Teodor Sedlarski and Gergana Dimitrova from Kliment Ohridski University
of Sofia — Basic Concepts in the behavioural Finances Theory (Sedlarski &
Dimitrova, 2014) and The World Financial Crisis and the behavioural Finances
Perspective (Sedlarski & Dimitrova, 2016); few publications of Alexander Apostolov
from the University of National and World Economics — Key Concepts in the
behavioural Finances Theory (Apostolov, 2015), Projection of Profitability of Stock-
Traded Assets with Considering Investors’ behavioural Characteristics (Apostolov,
2015) and behavioural Approach for Projection of Financial Assets Profitability
(Apostolov, 2016) as well as Tsvetan Pavlov’s article, Application of behavioural
Finances at the Modelling of Bulgarian Shares Risk Premium (Pavlov, 2015) stand
out. Nevertheless these positive trends and the increasing interest towards
behavioural problematic among the Bulgarian scientific community, the field is still
little researched.

Conclusion and Perspectives

Behavioural economics is still in the beginning of its development and
regarding the methodological aspect, it still does not offer neither systematized
knowledge, nor even ,standard number of terms and classifications® (McAuley,
2008). It is early to pronounce it new economic school, yet less pronounce it radical
counterpoint of neoclassical paradigm and kind of “revolution”. (Tomer, 2007).
Libertarian paternalism considers governmental intervention tool for drawing closer
the observed behaviour of the rationally limited individuals and the theoretical ideal
for complete rationality. In this sense, it does not part from the usual notions of
rationality. Just the contrary, it appeals for their most consistent practical application:
»1he irony is that, attacking ,Homo Economicus® as empirically false description of
decision making process, (the libertarian, author’s note), paternalism presents it as a
model people should strive for. Or rather — as model of a person, the kind

paternalists themselves would like to exist.“ (Leonard, 2008). Even though being
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engaged with the positive and perspective issues, behavioural economics does not
exchange but corrects and returns neoclassical theory back to its classical roots,
supplementing it on one hand, and on the other hand makes some of the
assumptions about human behaviour more realistic. (Thaler, 2016). The perspectives
theory, the avoiding losses concept and hyperbolic discounting are examples for the
first. The ideas for the two mental systems, the heuristics and deformations, limited
will, social influences and concern about justice are examples for the second one.

Although deep and long-term consequences of the behavioural approach are
still in germ, they manifest brighter and visibly. According some researchers, we are
even witnessing already the transition from traditional ,state of prosperity” to a newly
structuring model of “new paternalistic state“. (Saint-Paul, 2011). Of course, it would
be naive to believe that the formation of “state of new paternalism” results directly
from the occurrence of behavioural economics, the persuasiveness and the widely
spreading of its ideas. However, it would be wrong to underestimate behavioural
economics’ role. It gives theoretical grounds and intellectual support to many,
elemental until recently, and imposed without any theoretical grounds, forms of
governmental intervention and it is this way rationalizing and justifying them. At the
same time, it suggests many new, improved paternalistic policies. In the words of
J. Saint-Paul ,thanks to it the last bastion of rationality in social sciences, what until
recently was economics, fell“. (Saint-Paul, 2011). By all that, paternalistic economics
contributes to strengthening the paternalistic trends in the functioning of modern
states. Is that trend useful? Future will answer.

Has, as a whole, behavioural economics succeeded giving an adequate
picture of human behaviour and explaining the choices we make? Here the answer is
rather negative either. First, because its conclusions are not final and many more
studies are necessary in order to be completely confident of their rightness. Second,
many more and more different points of view are necessary to solve social problems.
behavioural economics increase the possibilities of economic analysis and succeeds
there, where others fail, because of its wide frame, which crosses the borders
between behavioural sciences and unites their scattered pieces into united new
integer. But, as it is with putting frames regarding personal choices, the behavioural
economics’ frame is not perfect either and is not able to give a complete picture of

human behaviour. It is only one of the tools that allow to solely get closer to the truth.
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Abstract: The material reviews the essential characteristics of the social
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two lines of meaning — one, where control is critical social attitude and the other,
where control is a basic managerial function. Both inceptions’ tracking creates
possibility for the control being accepted as a key factor for society’s development
because of its possibilities to impose norms, to introduce results analysis and on this
ground, correctives in the behaviour of all socially active subjects to be introduced.
The chronology analysis of the development of the idea for control predetermines the
establishment of complete and systematic notion about the fact that a phenomenon
of a long history possesses high potential for wide application, which can be thought
and worked on in the future. Uncovering the characteristics of the social
phenomenon “control” proves this is not easily achievable goal and, because of that,
the tasks are limited in a way concerning number and volume. The presentation is
grounded on the predominant use of analytical methods and proves the society and
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Tep3uee BeHenuH Kpbcmes,

rnpogheccop, AOKMOP 3KOHOMUYECKUX HayK, OOKMOP 80€HHbIX HayK,
PycceHckul yHusepcumem um. AHzena KbHyesa,

7000, boneapus, Pyce, yn. ,CmydeHuyeckasi” Ne 8,
HauuoHarnbHbIlU 80€HHbIU yHUBEpcumem umM. Bacura Jleeckoeo,
5000, boneapus, Benuko TeipHoeo, 6yn. ,boneapus” Ne 76,
Bbicwas wkona mefnekoMmyHuUKayul u rnoYymeil,

1000, bonzapus, Cogpus, yn. ,Akad. CmeghaH MnadeHos” Ne 1,
CmosiHoe Ege2eHul Hukornoe

rpogheccop, AOKMOP 3KOHOMUYECKUX HaykK,

yHUsepcumem azpobusHeca u peauoHarbHo20 pa3sumus 4003,
boneapus, nosdus, 6yn. ,[lyHag” Ne 78,

Hu4ee Hukonau boHes,

MO/IKOBHUK, QOUEHM, kKaHOuUdam 3KOHOMUYECKUX HayK,
HauuoHarnbHbIlU 80eHHbIU yHUBepcumem umM. Bacuna Jlegckozo,

5000, boneapus, Benuko TbeipHoego, byn. ,bonzapus” Ne 76

PyHKUUOHasIbHasi xapakmepucmuKa u pazsumue

udeu KOHMPOJIsi

AHHOTaumA: MaTtepman paccmaTpuBaeT CYLWHOCTb XapakTepa counanbHOro
ABNEHNS ,KOHTPOMb“. AHaNM3 OCHOBaHUSA ANA BO3HUMKHOBEHUSA KOHTPOMS OTKpbIBaeT
ABE CMbICMOBbIX NMUHUN — NepBasi, NPU KOTOPOW KOHTPOSb SIBASAETCH KPUTUYECKUM
06LLEeCTBEHHbLIM OTHOLLEHNEM, 1 BTOPasi, NPU KOTOPOW KOHTPOSb SBMSIETCS OCHOBHOMN
ynpasneHyeckon gyHkumen. OTcrnexmBaHne 3TUX OBYX NMHUN CO3daeT BO3MOX-
HOCTb BOCMPUSATUS KOHTPONSA B KA4YE€CTBE KIHOYEBOro dpaktopa And passutusa obuie-
CTBa M3-3a €ro BO3MOXHOCTWN YCTaHaBNMBaTb HOPMbI, MPOBOANTL aHanNu3 pesynbra-
TOB N Ha €ro OCHOBE BHOCUTb KOPPEKTUBLI B NMOBEAEHNE BCEX COLMASIbHO aKTUBHbIX
cybbekToB. AHanNn3 XpOHOMNOMMK PasBUTUS UOEN KOHTPONs npegonpenensder co3ga-
HWE MOSIHOrO U CUCTEMHOIO NPEACTaBIIEHNS O TOM, YTO Takoe sIBfIEHME C LONTON uUc-
TOPMEN MMEET BLICOKMI NOTEeHUMan Ans LWMPOKOro NpUMEHEHNS, U MO BOMPOCY KOTO-

pOro MOXHO AymaTb M paboTtaTtb B 6yayuwem. PackpbiTne ocobeHHoCTeN counanbHo-
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ro ABneHus ,KOHTPOmb* AoKa3biBaeT, YTO OHO npeacTaBnsieT cobon Henerko AocTu-
XUMYIO Lienb, N NO3TOMY ero 3agayun, B onpeaerieHHoOM CMbICie, OrpaHnYeHbl 1 no
KOnM4ecTBy, 1 No obbemMy. [lJaHHasi Bblknagka OCHOBLIBAETCS MNPEVMMYLLECTBEHHO Ha
MCMNOMb30BaHUN aHANUTUYECKNX METOOO0B M [OKa3biBaeT, YTO OOLEeCTBO U ero pas-
BUTME 6e3 KOHTponsa mornun 6bl 4OCTUrHYTE ropasao 6onee cnabble U HeyoOBNETBO-
puTenbHble pe3ynbTaThl BO BCeX chepax.

Knroyeenbie crnoea: KOHTPOIb, HOpMa, obpaTHas CcBA3b, pe3ynbTaT, KpuTuye-

CKO€e OTHOLUEeHune.

OBornouusa yenoseyeckoro obuiectBa umMeeT OBBLEKTUMBHYIO MOTPEBHOCTbL B
KOHTposne. Ero 6oratas uctopmst gokasbiBaeT 00LLECTBEHHYH 3HAYMMOCTb KOHTPONS,
Kak Heobxogumoro atpmbyTa coumanbHon cpenpbl. [osiBneHne KOHTPOns CBA3aHO C
Ha4yanom 4efioBe4YeCKon COo3HaTesNlbHOM OeATenbHOCTU. PasButne n coBepLleHCTBO-
BaHME KOHTPOMS CBSA3AHO C AOCTMXXEHUAMM YErlOBEYECKOro reHmsi B obnactn couu-
anbHOro passutnda. B cBs3M C 3TUM CYLLHOCTb KOHTPOMS ABMNAETCA Hay4yHO 0B6OCHO-
BaHOW 151 NEPEOCMBbICIIEHNS N AKCMOHMPOBAHNA B €CTECTBEHHYIO Cpee coumarnbHO-
ro OKPYXXeHus, KoTopoe pa3BmBaeT M oboraliaeT KOHKpPeTHble POpMbl NPOSIBNEHUS.
CyTb KOHTPONSA ABNAETCHA BblpaXXeHWeM Hanbonee BaKHOM U CyLLECTBEHHOW CTOPO-
Hbl, ONpeaensaoLWwen BHYTPEHHIOK OTHOCUTENBHYH YCTOMYMBOCTb U rMyOMHY npouec-
COB, SIBMIEHWW, OTHOLUEHUA, KOTOPblEe MPOABMAKTCA C MOMOLLBbD POPM N METOA0B
BO34ENCTBUS.

OnpepgeneHne MoHATUA ,KOHTPOMb” U €ero uccriegoBaHne MoxeT OblTb OCy-
LLLECTBIIEHO C Pa3NU4YHbIX TOYEK 3peHusi. B Teopum ynpaBneHus BCTpevaeTcss MHO-
KECTBO OonpeaeneHnn CyLHOCTM KOHTPONs, KoTopble, B Npeobnagatrolmnx cnyyasx,
TONbKO KacalTCs BHELLUHMX QOPM €ro NposABrEHNA U KOHKPETHOro crnocoba ero cy-
LLecTBOBaHUS. BONbLUMHCTBO aBTOPOB pacCcMaTpuBaldT ero B KadecTBe (yHKUUK
rocy4apCTBEHHOrO yrnpaBreHus, TO4Hee Kak U opraHusauumio B cCUCcTeMe rocygapcrsa
N COBOKYMHOCTb (PYHKLMIA, B NPOOOITKEHNE rOCYyAapCTBEHHLIM (DYHKLUAM, KOTOpbIE
NPOCMEeXnBaT N3MEHEHNA NapaMeTpoB cuctembl 1 T.4. [locnegoBaTenbHOCTb MHE-
HUN MOXET BblirMaaeTb ewe 6onee BHYWNTESNbHO U NOAPOOHON, HO 3TO HE MeHSAeT
obwmin BbIBOA: rocygapcTtBeHHasi OyHKUMSA, ynpasrieHyYeckast OyHKUMK, cuctema
ynpaBneHus u 1.4. BCE 3TO BHELUHWE CTOPOHbI U MPU3HAKN KOHKPETHON (bOpMbI Cy-

LeCTBOBaHUA KOHTPOIA. B M3noxeHHbIX Bbille N B OPYrmx MHEHUAX OTCYTCTBYET
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BHYTPEHHAS CTOPOHA, foruka rnpoucxXoddaLmx npoueccoB, YCTOMYUBLIX XapaKkTepu-
CTMK OOLEeCTBEHHOrO OTHOLUEHUS, MOTOMY YTO KOHTPOSib MOSIBNSIETCS OO rocyaap-
CTBEHHOro yCcTpouctea u ero ¢opm ynpasrieHns, o hopMUPOBaHUSA CTPYKTYpP, CU-
CTeM U PYHKUMUIN B HUX.

[Mpn ocyLecTBNEHUM KOHTPOSIS B KaXO0WN 3KOHOMUYECKOW CUCTEME OYEeHb MNO-
KazaTenbHOW ans adhPEKTUBHOCTM NpoLiecca SABMSIETCS BO3MOXHOCTb perMcTpaumnm m
aHanusa ypoBHs onpeaeneHHblx daktopoB. Bo-nepsbix. PakTudeckass cteneHb pe-
anbHOW 3aMHTEPEeCOBaHHOCTU U yYacTue OTAeSbHbIX MWL U rpynn B CTPOroM BbINOSI-
HEHUW OenernpoBaHHbIX UM (PYHKUMIA M 3agad. Bo-BTopbiX. KayecTBO BbINONHEHUS
Npu OTCYTCTBUU KOHTPOSNSA. B-TpeTbux. KayecTBO BbIMNOMHEHUS B MPUHYOUTENBHOM
nopsiake NPoBeAEHNA KOHTPOSTbHBIX MEPONPUATUMN.

Mpn dbopMMpOBaHUN MHEHUSA O NMOCNEACTBUAX KOHTPONS Bcerga Heobxoanmo
y4uTbiBaTb TOT (PaKT, YTO peanu3aumsa NpomM3BOACTBEHHO-TEXHOMOMMYECKON Lierneco-
0bpasHoCTM - 3TO pesynbTaT, Kak AUCUMMNMHMPAHOro NOBEAEHUS NMIMYHOCTEN U UX
rpynn, Tak n TBOPYECTBA, aKTUBHOCTN N NX MHULMATMBBI NPU OCYLLECTBNEHUN CBOUX
dyHKUMI B opraHm3aunn. CoaepxaHme KOHTpONsA onpeaenseTcss HeNoCcpeaACTBEHHOM
CBSA3bI0 N NOCTOSAHHBbIM B3aUMOAENCTBMEM MexXay OObekToM n CyObekToM, X Mnpo-
ABNEHNAMUN B pasnnyHbiX popmax obuiectBeHHOro ynpaenexus. OT pasButnsa coum-
anbHOW cpedbl, OT ero COBepLUEeHCTBA 3aBUCUT N OTHOLIEHWE cybbekTa K 0bbekTy,
BHYTPEHHME MEXaHU3Mbl BO3OENCTBUA N B3aUMOAENCTBUSA. HecoMHeHHO, obLuecTBo
N ero CTpykTypbl [1] HyXOalTCH B KOHTPONMPOBaHUK. TakoM KOHTPOSb NOMOraeT co-
BepLUeHCTBOBaTb 0O EeCTBEHHbIE OTHOLUEHUS, AOKYCMPOBaTb CUIYy BO3OENCTBUA Ha
noBefeHe NMMYHOCTU UMK rPYNnbl MYHOCTEN, OObeAMHEHHbIX B AOCTUXKEHUN KOH-
KpeTHOW uenwu.

CoumanbHbIl pe30HaHC KOHTPONS W YyBCTBa pas3ovapOBaHUA B HeM onpe-
AenseTca UCTopnyecknmMm 0H6bEKTUBHO N KOHKPETHO OOYCHOBMAEHbIMU KYSbTYPHbBIMA
pasnuumMsaMmn  opraHuMsaumin, o006pas3oBaBLUMXCA W3 HaUMOHAasbHbIX  KyNbTYPHbIX
0COBEHHOCTEN N OPraHU3aLUMOHHON NMOEHTUYHOCTU. KOHTpPONb, KOTOPbLIA OCYLLECTB-
naeTca oT MMeHu obuiecTBa B OTHOLLEHUW COCTaBASKOLWMX ero MHAUBMAOB, COUM-
anbHbIX rPynn 1 opraHn3almin, N3BECTEH Kak coumnanbHbl KOHTponb. OH onnpaeTcs
Ha aBTOpUTET BCeEro obLliecTBa M OCYLLECTBIISIETCA C NOMOLLBIO annapaTta, KOTopblIi
OHa MMeeT BO3MOXHOCTW, U B T.4. BO3MOXHOCTU TOCMOACTBA U MNOOYMHEHUS CO

CTOPOHbI rocyaapcTBa.
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B kauyectBe obbekTa couManbHOro KOHTPOMs onpefensieTcs cobniogeHue
0OLEeCTBEHHbIX HOPM 1 NpaBus, KOTopble obecneymBaloT LENOCTHOCTb U YCTONYM-
BOCTb 00LLeCTBa, UHTErpaumMm MHAMBMAOB, rPYNN U coumanbHbIX OpraHM3aunin B HEM,
obecneunBatoT pelleHne obLLECTBEHHO MPUHATBIX Lenen u 3agad. AT HOpMbl, Lenu
n 3agayun npruobpeTaroT 3HaYeHune ,coumanbHOro nopsagka” unm ,,00WecTBeHHOro Ao-
roBopa”. Cam hakT oBLenpuHATOCTN ABNASIETCS pe3yrnbTaToOM KOMMPOMUCCA C LiENbIO
n3bexatb KOHGMKTOB U COXPaHEHUTb yCToM obuiectBa. B aTOM KOHTEKcTe couu-
anbHbI KOHTPOMb MNpWU3BaH WUrHOPMPOBATL W perynupoBaTb NpoTMBobGoOpcTBa OT-
AenbHbIX NUL, N coumanbHbix obpasoBaHmit. OH ABNAETCA NPOAYKTOM O6LLECTBEHHO-
ro KOHCEHcyca, K KOTOPOMY HYXXHO CTPeMUTbCs, YTOObl nsbexarb KOHQNMKTOB. 3a-
Aadven coumanbHOro KOHTPOIs SABMSETCA PerynmpoBaHne OTKITOHSHOLWEroca nosege-
HUA [2], 4TO, B OTNNYME OT FOCNOACTBYHOLLEro obpasa XM3HM U HapyLlaeT npaBoBbIe,
HPaBCTBEHHbIE, MONMUTUYECKNE, PENUTMO3HbIE, ACTETUYECKNE U OpYyrMe counaribHble
HOPMBbI.

Ha onpegeneHHOM 3Tane CBOEro pasBuUTUSA OOLLECTBO CO34aET CTPYKTYPbI U
opraHusauumn ynpasfeHusi, Kak CBOW BHYTPEHHUN MexaHu3M aenctsus. Pasnnuna B
OTAENbHbIX 0OLWEeCTBEHHO-3KOHOMUYECKMX dhopmaumax (o06pa3oBaHUsIX) SBMAKOTCA
pe3ynbTaTtoM M3MEHEHHbLIX COOTHOLIEHMI B cnocobax npousBoacTBa U notpebne-
HUSA, NPOTMBOPEYNN, BbiPaXXEHHbIX B BUAE BNACTU U ynpaBneHus. JBOMOUUSA Yero-
BEeKa SABNSAETCS pes3ynbTaTOM CTPOUTENLCTBA U MOAEPHU3ALMU  KOHKPETHON
CTPYKTYypbl obLiecTBa, Basupylowenca Ha onpeaeneHHoM obbLeKTUBHOM, Heobxoam-
MOM, NIMYHOM Yy4aCTUM B KOHKPETHOW CTeneHn obLLeCcTBEHHOro NpoM3BOACTBa. Takas
CTPYKTypa pUKCMpyeT ANHAMN3M, NOABUXKHYIO CTOPOHY OOLLIECTBEHHOIO Pas3BUTUSA, U
npegonpeaenseT ero BO3MOXHOCTU ONsl peanusauun onpeaeneHHon uenu. B Teo-
pun ynpaBneHus CyLeCTByeT MHOXECTBO ONpeneneHnin nNoHATUS ,ynpaBneHune”, Ho
He XBaTaeT y4OoBMeTBOPSIOLLEN BCEX TOYKM 3PEHUSI.

OnpefeneHHble  TEOPETUKM  UHTEPNPETUPYIT  MNOHATME  ,ynpaBreHus”,
CpaBHMBasi €ro ¢ couunarnbHbIMM NPeobpas3oBaHMUS MU, N NPU3HALOT, YTO: ,yrpaBneHne
- 9TO 0cobbIN BNA, AEATENBHOCTM, KOTOPbLIA NpeBpaLlaeT HEOPraHN3npaHHyo Tonmny B
3 PeKTUBHYIO NPOM3BOANTENBLHYO rpynny” [3].

Apyras rpynna cneuvanuctoB, paccMmaTpuBas 9BOSMOLUIO YeroBeyeckoro ob-
LLIeCTBa, CBA3bIBAET €r0 C pas3BMTMEM N COBEPLLEHCTBOBAHNE onpeaeneHHbIxX obLue-

CTBEHHbIX OpraHM3auuii U CTpyKTyp, npeanaraeT crneayollee onpeaeneHne: ,ynpas-
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neHuve - 3TO LeneHanpaBneHHbI N 3PEKTUBHBLIN NPOLIECC JOCTUXKEHUS Lenen op-
raHM3aumm NocpeacTBOM MiaHMPOBAHUS, OpraHM3auumm, MOTMBALUN U KOHTPONSA Haja
pecypcamun opraHmsauun” [4]. CylLeCTBEHHbBIM MOMEHTOM B 3TOM Crlydae sBfisieTcd
CoYeTaHMe OCHOBHbIX YyMNpaBreHYeckux YHKUUA - MAaHUPOBaHUSA, OpraHu3auuu,
MOTUBALMN N KOHTPOIS C 9PMEKTUBHBIM N paunoHarnbHbIM OCTUXKEHNEM peanbHbIX

Luenen opraHmsauuu.

DYHKLMK yNpABNeHNA
MNaHKpo B aHKE:
Brifop ugned 1
ONpegeneHHe My TH PezyneTatel
CpraHuzauMoHHEIE M MOCTHAEHWA OEeATENEHOCTH
peCypCEl KaHThone: O FEHMZELM A * NOCTHHEHKHE
* JENOEEYECKH H&E Mo EHME PRCIPERENEHME Lenei
* PMHAHCOERIE COEERD W AEMBbL OTEETCTEEH- % ¥ ToEapkl
* MaTEpHankHEIE V] ASMETEMM HOCTEM MEHAY * YLy
1 KOPPEKTHMEEI
* TEXHONOIHYECKME kR ”;EEE::TS'Z”’:‘:” * NPOWZB0L M-
* MHPOPMALMOHHEIE Y ——— P A TENEHOCTE
LA . * afipeKTMEHOCTE
M ap. OKE3EIEEHME BOSLEHET BMA
C LENEH MOTHE ALAM Ha nAap.
MCAOHKHTENER
lMcToyHmk, Dafl: R. L., vanderbilt University, "Management”, Bh edition, Thomson, USA, 2005, p.35

Puc. 1. ®dyHKuum ynpaBneHus

YnpaBneH4yeckme yHKUMKN Kaxgoro obuiectBa B gMHAMMKE BblpaXakT BO3-
MOXHOCTU OTAEeNbHbIX CTPYKTYPHbIX €AdVMHUL, C LUeribio OKasblBaTb ynpasBfieHue U
ynpaBnatbca. Cam xapakTep ynpaBfieHYeCKMX PYHKUUA (PUKCUPYET BO3MOXHOCTU
KaXkOoW CTPYKTYpbl CTaBUTb LN, OpraHM3oBbiBaTb, NPOBEPSATb U perynupoBaTtb MX
BbiNnonHeHne. CTpykTypa, Npu HEOBXOOUMOCTU, COOEPXKUT KOHTPONbHYIO OYHKLMIO,
KoTopas onpegenseT noBegeHUe CUCTEMbI U ee BO3MOXHOCTb pa3BuMBaTbCs B CTPOro
onpefeneHHbIX napamMeTpax A0 OOCTUXKEHUSA uenu. B 3TOM KOHTeKCTe, BO3MOXHO,
Hanbonee yaayHbIM siBRsieTCa onpegeneHve: YnpasneHne MoxeT ObiTb onpeaeneHo
Kak yCTaHOBIEHNEe KOHKPETHOW CUCTEMbl 3Ha4YeHun, onpeaeneHme Hopmbl Xi1,X2... XN
napamMeTpoB (PYHKLUMOHUPOBAHNA YNpaBngeMoOn CUCTEMbI, KaKk CUCTEMA 3HAYEHUN,
Y1,Y2...YN napamMeTpoB (PYHKLUMOHUPOBAHUA €€ MOACUCTEM, MOCTUXKEHUE KOTOPbIX

NpPUBOAUT K peanunsauumn aHadveHum X1, X2... Xn [5].
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YNPAENEHHE, KAK BEOJL CMCTEMEl ZHAYEHWA ONA By HKUWOHMPOESHHA
YNPAENAEMOM CHCTEMEL W B8 NOACHCTEM

Puc. 2. YnpaBneHune Kak cuctemMa sHa4eHUm

B Teopun ynpaBneHus n3BecTHoO, YTO HOPMa-3TO peLLeHne napameTpoB, B KO-
TOpbIX pa3BMBaETCA CUCTEMA, €€ LeNb U Lenu Angd Kaxaon NoacucTeMbl, KaXKaoro
anemMmeHTa u npouecca. KOHTponbHaa (PyHKUMS NPOSBASETCA He TOSMbKO Ans TOro,
yTOObLI OnpegennTb 3PPEKTUBHOCTL HOPMbI, HO W YTOObI OLEHUTbL Ka4ecTBO
NPUHATOro pelweHna [6]. 34ecb MOXHO OTMETUTb, YTO HOpMa He SIBMNFETCA KaHOHOM
NN JOrMOW C KOHKPETHbIM OrPaHNYNTESNbHBIM XapakTePOM, a TOYHbIM BblPaXXEHNEM,
MaKCMMarnbHO YAOBNETBOPSAIOLMNX 3HAYEHUIN NMPUHATONO PELLEHMNS, YTOUYHSAIOLEro ero
3Ha4YMMOCTb M NoTeHumarn. YnpasneH4yeckoe pelleHne B OTHOLEHUN COBOKYMHOCTU U
3Ha4YeHnsa cuctembl 3HadYeHuUn napameTpoB X1,X2...Xn W Y1,Y2...Yn nogpasymeBaeT
HanM4ne HEeCKONbKMX KOMMOHEHTOB.

Kaxxgaa Hopma, oTpaxkasi KOHKpPETHOE yrnpaBrfieHYeCcKoe pelleHne cBsidaHa C
coyeTaHnem onpefenieHHoOro AuanasoHa 3HadYeHWn, ynpasfseMblXx W Heynpas-
ndemblx napameTpoB. Knaccudukauus napameTpoB OCYLLECTBASAETCS Ha OCHOBE
OOBbEKTMBHOM BO3MOXHOCTM CyObekTa HOPMbl OKa3blBaTb BIIMSAHME HA HUX, W
0COBEHHO BaXXHO OTMETWUTb, YTO W Heyrnpaefsiemble Ofs YKa3aHHOW HOPMOW napa-
MEeTpPbl OKa3blBalOT BIMSIHME Ha ero hopMyiMpoBaHue.

B npouecce dopMunpoBaHWA YrpaBreHYeCcKoro peLleHusi, aHanu3upyrTca
BO3MOXHbIE€ BbIXOAbl, MyTEM COMOCTABKM CO 3HAYEHMUSIMU pe3yribTaTHbIX NapameTpoB
n opMMPYIOTCS HECKOSNbKO BO3MOXHbIX BbIXOA0B, obecneumBaromnx ycroBust ons
yCTaHOBIEHUS KpuTepues ans Boldbopa. OnpeneneHHbl BbIGOp CBA3aH C BO3MOXHO-
CTbl0 AOCTMXKEHUSA XKefaeMblX 3HaYeHUn pesynbTaTuMBHbLIX napameTpoB. [Ona ero
peanu3aunn HeobxooMmo Hanuvme, No KpanHem mepe, AByX BapnaHToB KOMOMHaLNN
3Ha4YeHun ynpaensieMbIX NapamMeTpoB, BeAyLMX K NpMeMrnembiM Ans cybbekTa pe-
lWweHnam pesynbtatoB [7]. [pouecc ycTaHOBAEHNA HOPMbI NMPU NPUHATUN ynpaBrieH-

YeCKUX peLLIeHI/IIZ MOXXHO paccMaTpuBaTb B ABYX aCleKkTax B OTHOLLEHUN KOHTPOSIA:
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Bo-niepebix. KOHTpOnb NposBMASEeTCS B OTHOLIEHUM peanbHOCTU BblOpaHHOM
HOPMbl, €e MNpPaBUIbHOWN CTPYKTYPHOM  YMNOPSLOYEHHOCTM BO BPEMEHU U
NPOCTPaHCTBE, €€ NPUrOAHOCTN K BO3MOXHOCTSM CUCTEMBbI, €€ COOTBETCTBUS C Jyu-
LWMMWN JOCTUXKEHNSMN B Opyrmx cuctemax. OueHka HOpMbl CUCTEMbI C NO3ULIUN yCTa-
HOBMEHHbIX KpUTEepmneB M TpeboBaHUN BedyLMX AOCTUXKEHUA B MUpE CTaHOBUTCHA
00BHEKTMBHON HEOOXOAUMOCTbBIO NSt pas3BMTUSA U 0b6a3aTenbHbIM YCNOBMEM AN BO3-
AEeNCTBUS Npu NPOBEAEHNN KOHTPOSS.

Bo-emopbix. KoHTponb genaeT OLEHKY HanuMyus KONUYECTBEHHbIX U Kade-
CTBEHHbIX U3MEPEHU B COOTBETCTBMU C HOPMOWN, TOYHBIMU XapaKTepUCTUKaMU, KOH-
TponupyembiMu1 napametpamu. Hopma, B KOTOPOW HET BpeMeHW U MPOCTPaHCTBA,
KONMNYECTBEHHbIX U Ka4eCTBEHHbIX U3MEPEHU, 0BA3aHHOCTEN U CTUMYIIOB, HE Noa-
paetca KoHTponto. OHa nuwaeT ynpaBneH4Yecknin Nnpouecc OT HOpMarnbHOro passu-
TV NPSAMON 1 0b6paTHOM CBA3M, €ro CyLLHOCTUN N COAEPXKaHUS.

lMpeaHa3HayeHne KOHTPONS, Kak OYHKUUKN ynpaBreHusl, 3aknovaeTcs B obec-
neyYeHMn peanusaumm N akTyanusauuu 3agaHHoOM LeneBon oyHKUUKM ynpasrisiemMomn
CUCTEMblI Ha OCHOBe nMpuHUMna obpaTHoW cBA3WM. B cooTBeTCTBMM C 3TUM
NPUHLMNOM, ynpaBneHne MoXeT ObiTb NpoBeAeHO TONbKO TOrAda, Koraa ynpasnsio-
Wwue nonyyarT UHGOpMaLMo O Xo4e AOCTMXKEHUS 3a4aHHOro coctosiHus. Hecoot-
BETCTBME (PaKTUYECKOro COCTOSHUA C 3aJaHHbIM SBMNSETCA TEM KOPPEKUMOHHbIM
CUrHanoMm, KOTOpbIN Bbl3blBAET U3BMEHEHME B YNpaBreHUn 1 HaxoauT CBOE Bblpaxe-
HWe B HECKOSbKMX hopmax:

" MOBbIWEHUS NPOU3BOAUTENBHOCTU, MPUHATUE perynupylowmx Mep Ong
Bonee cTpororo cobnogeHns ykasaHHbIX CTaH4APTOB onepauun no peanusauum;

" M3MEHEeHUs B CTaHAapTax OesTenbHOCTU C Luenbld ux Gornee nonHown
afeKBaTHOCTU N COOTBETCTBMSA NOCTaBNEHHbIM LeNsM;

" KOpPpPEeKUMsa 3adaHHbIX 3HAYeHWW, BKMOYEHHbIX B LeneByl QYHKLMIO
ynpaBnseMblX NepeMEHHbIX;

" N3MEHEeHUA B CTPYKTYpe 3aaHHOM LeneBon OyHKUMEN.

B nepBom cnyyae cyuectByeT oTpuuatenbHas obpaTHas CBA3b, KOTOpas
obecneunBaeT peanusaumio 3anfaHUPOBAHHbLIX 3HAYEeHUN UeneBon GYHKUUN U
obecneynBaeT BbINOSHEHWE onpefeneHHblx aencteuin [8]. B octanbHbIX crydasax

dopmupyeTcst nonoxuTenbHas obpaTHas cBsi3b, koTopasi obecneumBaeT UHGopMa-
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LMo 0 HeOBXOANMMOCTU M3MEHUTb BblOpPaHHbIN cnoco® OYHKLMOHNPOBAHUSA OpraHu-
3auuu, ee Leneun u 3agad B COOTBETCTBMM C USMEHEHUSIMUN B CEPEONHE.

MMyTem peanusauun npuHuMna obpaTHOM CBA3N ynpaBrneHne CTPeMUTbCS, He-
CMOTPSA Ha BNUsiHME BO3MYLLAIOWNX N MeLLaLWNX BINAHUA BHELUHEN U BHYTPEHHEN
cpeabl, YMEHbLUUTb pasnuumMe Mexagy CyWeCTBYHLWWM U 3adaHHbIM COCTOSIHUEM.
O6paTHble cBA3M ABMASTCA CNOXHBIMU MPUYNHHO-CNEACTBEHHBIMU 3aBUCMMOCTSAMM,
KOTOpble XapaKkTepusylTcsa TeM, YTO pes3ynbTaTbl Npeablaywmx OeNcTBUN, BO3OEN-

CTBYIOT Ha nocneaytouiee OyHKLUMOHMPOBaHNE yNpaBisieMon CUCTEMBI.

Feandzauua Ueneeod fiyHELMH OpraHM3amndd NpM MakeMMansHoR NOTHOCTH
0B paTHEX CEAZEN

Ll,eneaaﬂ CTaHaapTel \BbII'IEI.I'IHEH YR——
EIJ'_-,-'HKLIIHH .D.EFITEﬂbHDCTH AeATeNEHOCTH y

OTPHUATENEHAA NaNa#HKMTENEHAA
ofipaTHad cEask ofipaTHaA cEAsk

Puc. 3. Cxema peanusauum ueneson (pyHKLUM OpraHn3saumm

lMpouecc peanu3aumm KOHTPOMBHOM OYHKLUMN NPOXOOUT Yepes ABEe OCHOBHbIE
cTagun, U B HAX PEMMCTPUPYIOTCHA HECKOSTbKO OCHOBHbIX aTanos [9]:

MNogrotoBuTEnbHbIW dTaM:

" QOUEeHKa NIIaHMpyeMoro COCTOAHUS;

* yCTaHOBIEHWe CTaHOapTOB AN AOMYCTUMbIX OTKITOHEHUN.

CywectBeHHbI aTan [10]:

" nU3MepeHne PakTU4eCcKoro COCTOAHNS;

= conocTtaBneHne gakTM4eckoro ¢ nrAaHUpyeMbliM COCTOSIHUEM W OnarHo-
CTUKa OTKNOHEHWUM;

" perynupoBaHue.

XoA4 KOHTPOMbHOro npouecca B OpraHusaumm perynumpyetca € MnoMOLLbHO
BHYTPEHHEro cTaHgapta KOHTpoSisa. OTOT CTaH4apT oxBaTblBaeT KakK TexHOo-
nornyeckue npouenypbl peanu3aumm KOHTPOSIbHbIX MepPonpuaTur, Tak n obssaH-
HOCTU Ha pasnuyHbIX MepapxXu4ecKknx noppasfeneHnsx U BPeMEHHbIX FOPU3OHTax

yNpaBnsoLLEro BO3AENCTBUS.
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Analytic overlook of methodology of synergetics
in postnonclassical science

Abstract. This article reveals main definitions of synergetics and methods that
are being used in synergetic research. The differences-characteristics of classical,
nonclassical and postnonclassical science and their schematic illustration are
described. There are criteria, by which the main methodological principles of
synergetics are being chosen. The reasons that have caused an appearance of
synergetics and its methodological apparatus and the framework of this apparatus is
considered. The special aspects of nonlinearity of complicated systems, which, in our
opinion, include the economic ones.

Keywords: synergetics, postnonclassical science, methodology, paradigm,
system.

Problem statement. During the last decades, dialectic method of thinking and
investigating has given place to brand new — synergetic approach that is based on
the principles of global evolutionism — the combination of sciences about wild-life and
inanimate nature, sciences about social development. In field of economic research,
this becomes a brand new level of cognition and provides brand new decision, which,
in their turn, provide the optimization of economic processes’ development and the
effectiveness of economic growth and, in the last analysis, human well-being.

Effective development of Ukraine’s national economy is as of today extremely
current and complicated task. Systematic-synergetic aspects and methods of
analysis of interrelation between economic processes and phenomena intend to
protect the country’s economy and increase the society well-being. They also will
allow to consider the problem of effective development of country’s economy not only
as relatively separate system, but also as one that has synergetic relations with
various subjects of systematic hierarchy of the country (political, organizational etc.).

There is a real opportunity of understanding and solving the tasks, which are
connected to the processes of globalization and internationalization, given that
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synergetics studies the regularities of appearance, formation, development and the
functioning of the systems that are self-organized, nonlinear and open, Economic
synergetics, as of today, is on the upswing and ground nonlinear processes of social
development.

Analysis of the latest research and publications. Such domestic and
foreign scientists as Korikov, A.M., Erohina, O.A., Surmin, Y.P., Pukhtaevich, G.O.,
Myasnikov, O.0., Zang V.B. have used methodological apparatus of synergetics in
modern science.

Article concept. To determine the principles of using the synergetics as
methodological approach in economic research.

Exposition of main material of the research. From synergetics’s
perspective, the economy is a self-organized, nonlinear, open and dissipative
system. This system is characterized by multilevel various interactions of its
components, the combination of negative and positive feedbacks, interrelation of
variability and selection of components, alternation of attractors and homeostasis.
These systems are the real structures in open, nonlinear environments, which place
the evolutionary processes.

New science is an economic synergetics, which has appeared in the last
decades, it forms its own methodology that is based on the laws of general
synergetics and determines its categories and definitions.

Based on the above, we have defined the main definitions of synergetics’s
methodology and methods that are being used in synergetic research.

However, our research would be incomplete without an analysis and
estimation of scientists’ views on the synergetics as a picture of the world, on
synergetics as a research methodology and on synergetics as a science. Such views
have originated in different schools of synergetics’s scientists and, as it turned out to
be, are a force and sense of their investigation and development. They complement
the general picture and knowledgebase about the synergetics — new postnon-
classical research way of investigations of complicated phenomena and objects by
dint of complicated modern means and methods etc.

Synergetics as a quite young view of the world has originated due to the
necessity of finding adequate, reasonable, calculated and forecasted by science
answers to global challenges that civilizational human development makes. Methods
of synergetics, as stated above, are based mostly on the regulations of «immortal»

science — mathematics.
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Methodologically synergetics is open for those new conceptions that are being
formed in certain disciplines. Synergetics is inheritable, because it falls into
interdisciplinary sciences and is based on methodological framework of mathematics,
cybernetics, philosophy etc. In addition, synergetics is self-applicable, because it
describes complicated processes and phenomena etc., basing on modern view and
cognition of the world. Synergetic methodology is a methodology of interdisciplinary
communication and modelling of modern reality, is open for new views, knowledge,
methods of research and world cognition — adaptive methodology of establishment
and forecast of the most complicated processes and phenomena.

As a rule, in methodology of synergetics the scientists try to minimize a
multivariable set of equations to small number of significant equations, that allows to
hereafter analyze nonlinear dynamics by significantly shortening (compacting) the
information.

It can be understood by synergetics:

1. Developmental systems theory (by V.S. Stepin) [1].

2. Theory of systems that are composed of many subsystems (by H.Haken)
[2;3;4].

3. Theory of systems that go through the condition of instability and imbalance
(by D. Chernavskii) [5].

Anyway, mathematic methods of synergetics create a multitude that grows
and is a base of the methodology of synergetics.

At this date, synergetics is quite fast integrating in the field of liberal sciences,
there are approaches of sociosynergetics and evolutionary economy. Methods of
synergetics are being used in medicine, pedagogy, linguistics, psychology, history
etc.

According to I. Prigogine and |. Stengers’ ideas, right before our very eyes the
new worldview is being born — dialogue of human and nature, where human has to
realize his role and responsibility in his «community» with the nature laws [6].

For the day, fundamental science pays more and more attention to
supercomplex systems, directs its development path into the field of high
technologies, economy, forecasts, risks, which forces it to become on the one hand
interdisciplinary, on the other hand — extremely precise and supercomplex, this

science is called postnonclassical.
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Postnonclassics as a science approach has originated in the end of XX
century in tasks of the description of complicated, evolutionary systems and
processes that evolve and self-organize, they can quite differently interpreted. Thus,
the one, who interpret these tasks, becomes a surveillance subject of the process or
phenomenon etc. He is provided not only with surveillance devices, but also with
certain level of knowledge, with culture, psychology and society (social aspect’s
impact on his life perception and view of life).

Humanity has traveled the way to such understanding over the last century.
From Newton’s deterministic physics and Darwin’s idea in biology through the
principles of relativity theory (A. Einstein) to surveillance facility in quantum physics
and hereafter through the modelling of development of the Universe, opening of the
role of dynamic chaos and appearance of evolutionary natural science to modelling
of historical systems that evolve. Quintessence (center, core) of these processes is a
synergetics. However, it does not mean that its methods can and have to be
commonly used, the methods of synergetics do not work where there is no
development of the system (systems).

Postnonclassics is mostly pronounced in tasks of optimal making decisions,
ecologic tasks including human’s impact on the nature, economic tasks of
determining human needs considering his psychology and society’s possibilities.

Let us briefly describe the differences-characteristics of classical, nonclassical
and postnonclassical science by the scheme of philosopher Stepin, V.S. [1].

Classical paradigm lies in the fact that human raises a question to the nature

or any object and the object (nature) answers:

y

Subject Methods of study | Object (phenomenon,

A
v

process)

Investigator

Fig. 1.5. Schematic illustration of classical paradigm’s core

The investigation revolves only around the object. The impact of level of

researcher’s life perception does not count.
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Nonclassical paradigm — investigator raises the question to the nature and
receive an answer from it, but in that answer the object’s aspects and the ways that
his question’s raising are considered.

The principle of the ratio of experiment’s result to studying (surveillance)
facility is emerging, i.e. there is an impact of surveillance act on the system (object),

which cannot be neglected. It can be schematically illustrated in this way:

A
y

Subject Methods of study |« Object (phenomenon,

A

(necessarily) process)

Investigator

Fig. 1.6. Schematic representation of nonclassical paradigm’s core

Express condition of nonclassical paradigm is the consideration of ways and
methods of posing the questions and object’s aspects.

Postnonclassical paradigm lies in the fact that the investigator raises the
question to the nature, which gives an answer, but now the answer depends also on
quality and characteristics of the investigator, object, ways of investigation, methods

and level of understanding of the subject-investigator.

Subject (features) |« Methods of study |« Object (phenomenon,

A
y

(features) process)

Investigator

Fig. 1.7. Schematic representation of postnonclassical paradigm’s core

As of today, such approach is considered the newest, objective and giving the
ample opportunities of studying the complicated phenomena and processes that are
the object of synergetics’s studying.

The modelling of complicated systems, which evolve, not only of natural and of
technical, but also of liberal and economic, becomes mainstream and

interdisciplinary direction of science in XXI century. That is why it is necessary to
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distinctly present the principles and methods (technologies) of approaches to such
systems’ modelling.

Main methodological principles of synergetics are being chosen by several
criteria:

1. The principles of methodology of synergetics can and mostly have to be in
such dependence that they could be expressed one in terms of another. For
example, the definition «gene» cannot be defined without such definition as
«organismy, which part it is.

2. Systems of complicated phenomena and processes can be modelled and
built in various coordinate systems of various measurements. Then the problem of
conversion of such systems from one coordinate system to another appears.

3. The number of principles has to be enough, but not too big. Person, who
uses them, will not have an opportunity to simultaneously keep track of their
maintenance in real modelling.

4. Systemacity, systematic approach to study of complicated processes,
phenomena etc. This is an express condition (principle) of methodology of synergetic
investigations in any field of their use as of today.

Professor Budanov, V.G. has studied the methodological principles of
synergetics from a critical point of view of their really practical use in economic tasks
of modernity.

Any evolutionary process is presented by range of changes in conventional
conditions of order and chaos in systems that are linked by phases of transition to
chaos (system’s destruction) and way out of chaos (self-organization). Only one of
above said stages we call a homeostasis of the system. This is a stage of stable
existence of complicated system as it was called Existence by prof. Budanov [7]. I,
as a rule, is the longest and has stable characteristics, the rest of stages of existence
of conditions of existence of complicated systems, phenomena, processes are called
the colostral stages and crisis stages. Such classification is somewhat conventional,
because even in steady state condition of system’s existence, there is an element of
chaos and the element of order may be found in chaos (crisis). The problem is in
degree of their blend, i.e. correspondence of one small part to another. Nature, as a
rule, evolves by «baby» steps, so the condition of Existence is inherent to it. The

principle of this condition are: 1) homeostatic and 2) hierarchical pattern. They
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characterize the phase of order, stability of system’s functioning, clarity and
description’s simplicity. For example, in nature it is a day-night biorhythm, circle of
seasons etc.

Prof. Budanov has distinguished also other five principles of colostral stage:
1) nonlinearity; 2) imbalance (instability); 3) nonclosure; 4) dynamic hierarchical
pattern; 5) surveillance (observance) [7].

These principles characterize the transformation stage, system upgrade,
passing successive steps by this system by old order’s destruction and chaos of
change of alternatives and eventually the inception of new order.

Herewith first three principles are the principles of methodology of synergetics
that give birth to the colostral stage of new system of order. And the last two of them
are constructive, they provide the new system with its compilation of corresponding
details and constructions (characteristics-aspects) and also give investigators the
opportunity to understand, observe and describe «the new order» and they give him
its coexistence with the environment.

Let us have a closer look at above said principles and estimate them from a
perspective of using the economic systems in synergetic methodology.

Ultrastability of the system is a phenomenon, which has to keep the system’s
functioning within bounds — limits that allow it to have a sense of purpose (goal).
According to N. Wiener, any system has a purpose (goal) of its existence, according
to which the systems’ motion is being corrected [8]. Such correction is being provided
by corresponding signals, characteristics, features and aspects, which hold any
negative impact from outside under. For example, this is exactly how homeothermal
creatures behave in nature, when for survival as a goal they maintain the stable body
temperature despite any temperature variations in the environment.

The purpose (goal) — the program of system’s behavior in the condition of
homeostasis (ultrastability) is called an attractor in synergetics. In space of system’s
conditions, the attractor is a certain variety of characteristics of phenomenon,
process etc. which in due course the closest system’s conditions that are being
drawn to.

Area (field) of attractor’s attraction is called his basin. It is worthy of note, that

attractors exist only in open dissipative systems, i.e. systems that dissipate the
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energy, material and information and describe the final behavior (condition) of the
system, which usually is simpler than transient process.

Examples of simple attractors in mechanics is a pendulum that attenuates in
the lowest point of motion, or a ball at the bottom of the hole. These are the attractors
of equilibrium.

Nevertheless, more complicated attractors are possible too, for example, the
flight of an eagle in the air blasts, the air on the one hand moves from the ground and
on the other hand — downwind. If there is no such motion, then the eagle will not be
able to hover (fly). Such structures that exist only until they contain the additional
flows of energy or material are called dissipative (those, which dissipate the energy)
— are far from equilibrium and stability.

Living systems of existence are exactly such systems-structures — they die
without a constant inflow (flushing) of energy or material through them, i.e. without
the metabolism. This principle unites the ideas of cybernetics, system analysis and
eventually — the synergetics.

1. One more important principle is a hierarchical pattern of the systems-
structures. Main hierarchy’s matter in nature is the fact that constitutive nature is the
highest level in relation to lower ones that are structureless element of chaos, i.e. just
a construction material.

For example, hierarchical system «society» is the highest level, which consists
of the lowest — people that form this society; atoms of material consist of cores,
electrons etc. These are words, phrases, texts etc. in language; these are
understanding, views, ideologies etc. in world of ideas (science). These levels are
hierarchical structures (ladders) that exist everywhere around us.

Always, when elements are being united in structures, they pass them the part
of their characteristics, which become the characteristics of the system itself. Such
system’s characteristics are called «the order parameters» and their functioning
nature is called the principles of submission, i.e. the variation of parameter of lowest
order, by giving its characteristics to the general system, submits the generalized
characteristics of the system (structure) of highest order.

Phenomenon of their specific, i.e. mutually agreed coexistence is called self-
organization. It is worthy to lay emphasis on circular causality in phenomena of self-

organization, interdependence and interconditionality of the behavior of elements of
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two neighboring orders. For example, in the stream (flashy flow), there is a water
motion (main one) that sucks the small substances (sand, leaves etc.) in and forces
them to move along with the water. These substances, in their turn, gives their
characteristics, in this case - pollutions, to the water.

Important characteristic of such hierarchical systems is the impossibility of full
reduction (junction of its components) — reduction of characteristics of structures of
more complicated orders to the language (motion, features) of structures of more
simple (low) orders of system.

Specific role in systems’ hierarchy is time, because the synergetic principle of
submission if described and defined by H. Haken exactly in time — temporary
system’s hierarchy [2; 3; 4]. Such closest level in systems’ investigation are micro,
macro and mega levels.

Above said principles of existence need their supplement with colostral
principles, which are the driving force of evolution.

Methodological principles of synergetics that cause the «colostral» principles
are nonlinearity, nonclosure and instability.

Main principle — rule of nonlinearity is a contravention of principle of superoffer
in certain phenomenon (process): the result of adding the impacts on the system is
not the adding these impacts’ results. The causes’ results cannot be added. This
means that the result of adding the causes does not equal to union of causes’
results. Customary borshch can be an example, it consists of n-number of
ingredients and in the same time, it is not a simple union of its components, but it is
the new quality of these components under the influence of heat treatment of these
ingredients.

The principle of superoffer does not extend to nonlinear systems, when two
factors’ effect on the situation causes an effect, which has nothing to do with the
results of certain effect of each factor. The development in nonlinear systems is by
nonlinear laws that lead to the multivariance of ways of selection and of alternatives
of exit from the state of imbalance and instability.

In nonlinear systems, the processes, phenomena etc. can be of deeply
threshold nature, when there is their slip-and-stick transformation to another feature

during the gradual change of external conditions. Herewith, the old structures are
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being damaged, sometimes there is their full destruction and they transform to
qualitatively new structures.

Unbalanced, open nonlinear systems constantly create and maintain the
inhomogeneity in the environment. There some unexpected consequences can
appear between the environment and the system, because there the relations of
positive feedback appear, which strengthen system’s equilibrium deviation.

In the processes of analysis and synthesis of nonlinear systems’ components
that self-organize, the resulting deduction (the answer) can be determined not by
simple adding of each component, but by synergetic method - generalized
synthesizing impact not only of each component separately, but also of their
generalized effect in a greater degree.

Such approach in economic research is extremely necessary, but
unfortunately as of today, it is not commonly used even in scientific research. In
actual fact, it is the newest approach to study the economic processes, which is
debatable, but extremely necessary for modern insight and generalization of
processes of society’s economic growth.

Today, in conditions of accelerated and instable development of the world and
economic processes, the synergetics and its methodological apparatus have, in our
opinion, the defining role. This is an attempt to realize, describe, solve and forecast
the principles of evolution of economic systems, phenomena, processes etc., to
consider the causes of economic recoveries and recessions.

Overwhelming majority of macroeconomic models that were developed and
described earlier and as of today are the axioms or close to them for one economic
process or the other, contain assumptions and are based on the postulate that the
economy is a closed-loop system. However, it means that the processes that occur in
the closed-loop systems according to second law of thermodynamics are being
drawn to the equilibrium and in due course, these processes attenuate and stop.
Therefore, supposing that economic processes are being described by closed-loop
system, it is logical that these attenuating processes will lead to their edge state — the
equilibrium.

However, the economy and its processes are the closed-loop system that falls
under influence of various external and internal factors. Professor V. Nusratulin [9]

has proved that the economy is instable and closed-loop by its core and nature.
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The special aspects of nonlinearity of complicated systems, which, in our
opinion, contain the economic ones, lie in these facts:

- nonlinearity causes indignations and agitations of the systems (fluctuations)
and can strengthen or reduce them. For example, the investment in one economic
process or the other, even quite insignificant increase of financial assets (financial
investment volume) causes significantly bigger GDP growth;

- nonlinearity causes threshold sensitivity to the changes. For example, in
economy the demand decreases when the production price raises and conversely;

- nonlinearity provides the suddenness of changes in course of processes in
the system, because many various factors have a significant impact on it;

- nonlinearity’s special aspect is the fact that under certain number of changes
in the environment, the transformation to another feature may not happen. True and
reverse thesis — qualitative change of the environment causes the appearance of
new opportunities — system’s components, which will lead to the change of the
system itself.

The impossibility to neglect the external and internal conditions’ impact on the
system is a specific principle of methodology of synergetics that is according to
nonclosure (openness) of the system.

All living systems as well as society are open systems, they consume the
material and energy. It is the openness that allows such systems to evolve from
simple to complicated one, to open a program of organism’s growth from cell-embryo
to highly organized grown organism. This means that hierarchical level might develop
and be complicated only during the exchange of material, energy and information
with other levels.

Inanimate nature, dissipation (system’s transformation of energy, which is
arriving to the system to thermal energy) can also lead to regulation of the structures.
For example, the evolution of solar system. The synergetics has originated of the
description of such systems in chemistry, physics and theory of laser. The most
interesting the homeostatic structures are — the structures that are not in equilibrium
with the environment, in other words such systems, which do not have maximally
possible entropy.

Of course, any process, when the system transforms from one condition to

another, occurs that way that it is impossible for this process to be in reversed
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direction for system to experience identic intermediate states and in such event for
the surrounding bodies not to experience any changes. Herewith the energy
dissipation will certainly occur at the expense of emission, abrasion etc. Therefore,
almost all processes (phenomena) in nature are inconvertible, part of energy is being
lost in them. The concept entropy is being introduced for characterizing the energy
dissipation.

Therefore, the entropy is a function of system’s condition, when very
insignificant changes in reversible process are equal to ratio of very small amount of
heat that was added in this process to the temperature, which was there, when this
heat was added.

The entropy can be constant only in closed-loop systems, i.e. such systems,
where there is no energy exchange with external conditions (bodies). The word
«entropy» in Greek (entropia) means the turn, transformation. This concept was
introduced to determine the measure of energy dissipation during the reversible
processes in thermodynamics, this is a measure of probability of any macroscopic
state in physics, the measure of indeterminacy of certain research that can have
various results — in information theory. Entropy as a sort of «measure of chaos
degree» in systems is an extremely important characteristic in synergetic research
about complicated open systems.

The majority of objects that we are interest in and which are being investigated
in this work are economic structures and processes, ecologic and natural
phenomena, enterprises, social phenomena etc., are the open systems, instable,
imbalanced, open and are being managed by nonlinear laws.

The principle of nonclosure (openness) of the systems by hierarchical levels
lays emphasis on two extremely important circumstances:

1. Processes’ self-organization becomes possible, - the openness of
processes, structures and systems of macro level will lead to the possibility of
existence of same phenomena on micro level.

2. Analogous phenomena might also occur at the level of structures (systems)
of macro level and the mega level of managerial parameters of the systems that
change.

During the transformation from one system’s condition to another, the system

becomes in a mandatory manner open in point of imbalance (instability).
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One more methodological principle in research about synergetic systems is an
instability, disequilibrium, imbalance. The system is instable, if there are conditions
that cause any small variations of its parameters, which change the system’s
condition. Such systems’ characteristic was considered their disadvantage for a long
time and bifurcation points — points of system’s transformation to another condition
were considered the points that manage the systems.

The significance of bifurcation points also lies in the fact that influence on the
system’s behavior, its further development and condition can be made only in them.
It is also worthy of consideration that such circumstances as unpredictability of
bifurcation points’ impact on the behavior and hereafter on the development of
systems’ condition.

R. Thom [10] and Volodimir Arnold’s [11] catastrophe theory is sometimes
called the bifurcation theory, because it is able to forecast the process, which can
occur in the future.

There are two cross-functional pre-crisis symptoms of system’s behavior, i.e.
two «premonitory symptoms» of catastrophes. First one is called «the lull before the
storm» or the pre-crisis slowdown characteristic rhythms of the system. The second
one is an increase of noise fluctuations in the system near the bifurcation point, i.e.
increase of chaotic variation of system’s characteristics from their average values.

Conclusions and perspectives of further research. Synergetics can and
even has to study such systems by constructive principles. Constructive principles
are the principles that give the investigator the opportunities to unite, coordinate and

accumulate the principles of synergetics.
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AHHOTaumuA. lVccnegoBaHue MNPOLECCOB HAKOMMEHUS, pasBUTUS U TpaHC-
doopmaL MM YerioBe4eckoro KanuTtana Ha Makpo- 1 Me303KOHOMUYECKOM YPOBHSAX He
TEPSAIOT CBOEN aKTyanbHOCTU B TeYeHWe nocrnegHux gecatunetun. Ha ocHose amnu-
pudeckoro matepmana POCCUINCKOro MOHUTOPUHIa 3KOHOMMYECKOrO MOSOXEHUS U
300pOBbS1 HAceneHust NoATBEPXKAEH PS4 MMNOTE3 O BANAHUM HAKOMNIEHUS OTAENbHbIX
SNEMEHTOB YEeNIOBEYECKOro Kanutana Ha 3apaboTku paboTHMKOB NPOMbILLIIEHHOCTU
B 29 pernoHax Poccuun. lNoareBepxaeHO MNOMOXUTENbHOE BIWMAHME HAaKOMMEeHHOoro
obpasoBaHnAa Ha NOBbILLEHME ONfaThl TPyAa B POCCUMUACKUX YCMOBUSX, CTaHO4apTHas
rmnoTesa o6 yctapeBaHMM YenoBEYECKOro KanuTtana ¢ BO3pacToM, BbISIBIIEHO BNUS-
HMe POpPMUPOBaHUSA crneuunanbHbIX KOMNEeTEHUMN (3HaHWe s3blka, BriafeHne KOMMb-
IOTEPOM) Ha N3MEeHeHMEe 3apaboTKOB B TEYEHNE BCEN KUIHM.

Knroyeeble croea: 4yenoseveckuin kanutarsn, 3apaboTtHasa nnata, ypaBHEHue

MI/IHLl,epa, PErnoHbI Poccun, O6p33088Hl/Ie, cneunarnbHble KOMNETEHLUUNN.

BBepeHue. 3yyeHne npoLeccoB HAKOMMEHUS U UCMNOMb30BaHUA YenoBeye-
CKOro Kanurana, uamepeHus 1 oLeHKN apPEeKTUBHOCTN MHBECTULIMIN B YeroBeYeCcKni
KanuTan akTyanuanpyeTcs B YCIOBUAX MOBbLIWEHWS PO UHTENNEKTyarnbHbIX paboT-
HUKOB B 9KOHOMMYECKOM pa3BuTUKN. B HacTosLee BpemMs TEpPMUH YeroBeYeCcKUn Ka-
nMTan Ucnonb3yeTcsl MOBCEMECTHO — KaK B COLUMAnbHbIX, TaK U B HEKOTOPbIX yMaHu-
TapHbIX UCCNeaoBaHUsAX, OQHAKO €ro SKOHOMUYECKOE 3HAYeHME Ha MPOTSKEHUN YKe
bonee, yem 60 neT octaeTca HeM3MEHHbIM W He NoABepraeTcs CyLleCTBEHHOW
TpaHcopmauum, B TOM 4Ynucne n B pabortax poccumnckmx uccnegosatenen. Nog ye-
NoBEYECKUM KanuTarioM NOHMMalT COBOKYNMHOCTb 3HAHWA, YMEHUA N HABbIKOB, KOTO-
pble NPUHOCAT NX obnagaTtenam 4OoX0o4 B TeYeHne onpedeneHHoro nepmoaa, To ectb
MOryT OblTb 3(P(EKTUBHO NPUMEHEHbI Ha pbiHke Tpyda [1]. TeopeTuko-meTo-
aosiornyeckMe B3rnsgbl Ha NPUPOAY YerioBeYecKoro kKanutana B Tpydax npea-
cTaBuTENen HeoKlacCcMYeckon 3KOHOMUKM Tpyada npegnonaratT ero BpeMeHHoe U3-
MepeHue: 3aPPEKTUBHOCTb WUHBECTULMWN B YerioBeYecKUn kanutan onpenensercd
pasHuLen B 3apaboTkoB Yy pabOTHUKOB C pasfnnyHbIM YPOBHAMMU HAKOMSIEHHOMO Yeno-
BEYECKOro Kanurtana, BbIpaXeHHOro B rogax obyveHnsa mnu npou3BOLACTBEHHOMO
onbiTa [2, 3]. OnpegeneHne BnNUsiHUS NapaMeTpoOB HaKOMMEHUS YeroBEeYeCcKoro Ka-
nuTana Ha goxoAbl paboTHUKOB OCTaeTCHA NEPCNEKTUBHbIM HanpaBfeHneM 3KOHOMU-

YeCKOro aHanmaa, Nnockonbky Nno3BonsieT cpopmmupoBaTth rnybokoe npeacTaBneHve
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06 adh(heKTMBHOCTN NPOLLECCOB BOCMPOM3BOACTBA YEITIOBEYECKOro KanuTana u o cte-
NeHN ero UCNonNb3oBaHNA Ha MaKPOIKOHOMMUYECKOM YPOBHE.

TpaguuMOHHbIE KaYeCTBEHHbIE XapaKTePUCTMKN YeNoBEeYeCKoro kanutana, Ta-
KMe Kak ypoBeHb obpasoBaHusi, NPOU3BOACTBEHHOIO OMbiTa U KBanudukaumm, pac-
npegeneHne paboyen cunbl N0 BUAAM 3aHATURN, €ro pornb B obecnevyeHnn MHHOBA-
LMOHHOWN OeATeNbHOCTU U HEeKOoTopble o0wue nokasatenn gMHaMWKM MHBECTUPOBA-
HUSA B pabouyto cuny ncnonb3ytoTcs B BOMbLIMHCTBE COBPEMEHHBIX MCCNeaoBaHUM.
OnpepneneHve apEeKTUBHOCTN NPUMEHEHUSA YeroBeYeCKOro kanuTtana scerga npu-
BSA3aHO K BbISBIIEHNIO U3YYEHHbIX KayeCTBEHHbIX MoKa3aTefnien Ha ero CTOMMOCTb
(Npn obLWenpunHATOM NoaxoAe onpeaenseTca Yepes3 ypoBeHb A0X0O0B HaceneHus).
Kak npaBuno, AeHexHas oueHka, Aaxe npoBogMMas no NpuU3HaHHOW METOLOMOrmu,
He JaeT AOCTaTOYHOro NpeAcTaBfieHUs O BIIMSHUM OTAENbHbIX KONMMYECTBEHHbIX W
Ka4yeCTBEHHbIX (PAaKTOPOB Ha MokasaTenb OTAayu OT 3arnacoB YerioBe4YecKoro Kanu-
Tana, NoaTomMy ntobyto AEHEXHYI0 OLEHKY YenoBeYeCcKoro kanutana cnegyeT 4onon-
HATb MCCrefoBaHNEM 3aBUCMMOCTEN pe3yrbTUPYHOLLEero nokasartens OT OTAeNbHbIX
drakTopoB. MIMEHHO C 3TOM Lenblo ANs U3y4eHna nNpoLeccoB (hopMmpoBaHNAa 1 pas-
BUTUA YeNOBEYEeCKOro Kanutana Hamu UCNosib3yeTcs TpaguuuoHHas MeToLonorns
9KOHOMETPUYECKOro MOAENNPOBAaHUSA HA OCHOBE PErPECCUOHHBIX YPaBHEHUN.

MeToponorua wuccnepoBaHus. [lapameTpuyeckun aHanms 3aBUCUMOCTU
onnaTbl TpyAa OT ypoBHS obpas3oBaHMsA M aHanu3 ypoBHSA OTAayu oT obpasoBaHus
ANS pasnnyHbIX cneumanbHOCTEN U KBanUUKauun BbINOSTHAETCS C NPUMEHEeHUeM
perpeccuoHHoro aHanmsa. TpaguuuMoHHbIM UHCTPYMEHTOM A1 BbISIBIEHUSA YPOBHSA
oTAaum oT obpas3oBaHuA ABMASAETCA ypaBHeHWe, npeanoxeHHoe [x. MuHuepom [4].
YpaBHeHVe npeactaBnsieT cobon pyHKUuo norapudma 3apaboTHON nnatbl B 3aBU-
CMMOCTU OT HECKOSbKMX MapamMeTpoB; B COCTaB CTAHOAPTHOrO ypaBHEHWA BXOOAT
Takue nepemMeHHble, Kak YMCIO HaKoMnSeHHbIX neT obpa3oBaHUsa N YMCNO NeT Npouns-
BOACTBEHHOrO onbITa:

INW = Bo + B1s + Bax + Bax? + u, (1)

roe W — 3apaboTHas nnaTa, AeHEeXHble e AUHULbI;

Bo; B1; B2; B3 — KOIPDULMEHTBI YPABHEHUS PETPECCUN;

S — YMCMO HaKONMEHHbIX NeT obpasoBaHus, NeT;

X — rogbl NPOU3BOLCTBEHHOrO onbiTa (hakTnyecknin obopoT YenoBeveckoro

KanuTana Ha pbiHke Tpyaa), NneT;
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U — BenuYMHa owwmnBbKKN, yYMTbIBAKOLLAA He BKMOYEHHble B MoAeNb dhakTopbl,
Hanpumep, TakMe Kak BPOXOEHHble CMOCOBGHOCTM, KOTOpble BAVSKOT Ha MHAMBUAY-
arnbHYy NPOU3BOANTENBHOCTb.

OTmeTnM, 4TO B pasnunyHblie MoaUMUKaLMM YpaBHEHNA B 3aBUCMMOCTU OT Le-
nen aHanusa MOryT BKNHOYATbCS nokasatenun ypoBHsa 6e3pabotuubl (4ns aHanusa
KpnBon dununca), 3aHATOCTU HaceneHus u 1.0. P. k. Bunnuc otmedaeT, 4To KOad-
PULMEHT ypaBHEHMSA perpeccumn B1 B ypaBHEHUN 1 nnu koadpdpmumeHT obpasoBaHms
OoTpakaeT HOpPMYy AOXOOHOCTM OT obpas3oBaHus, NokasbiBas yBeriM4eHne oTaaunm oT
Kakgoro OOMNOMHUTENbHOrO roga nony4vyeHHoro obpasoBanus [5, c. 526]. [JaHHoe
ypaBHEHME Nydlle BCEro annpoKCUMMMUpyeT peanbHyto yHKLMIO 3apaboTKoB, oTpa-
XarLwyr a(pdekTUBHOCTbL MHBECTULUIM B YErlOBEYECKU KanuTasl, UMEHHO NO3TOMY
AaHO CMeLllaHHoe, KBagpaTU4HOe U NIMHEeNHoe NpeAcTaBfeHne nokasaTtens Hakon-
NEHHOro Y1cna neT NPou3BOLCTBEHHOrO OnbiTa. ECTECTBEHHO, YTO BaXHenLwen npo-
Gnemon npu onpegeneHnn napameTpoB ypaBHeHuss MuHuepa aBnsietcs cbop pene-
BaHTHbIX CTATUCTUYECKUX AaHHbIX, NPU 3TOM AN OOCTOBEPHOCTU AOSMKEH coxpa-
HATbCA 3Ha4YMMbI 0O6beM BbIGOPKM. C TOYKM 3pEHUS SKOHOMUKM Tpyaa, PyHKUMS,
annpoKCUMuUpyoLwas BenmyYnHy 3apaboTkoB B 3aBUCMMOCTM OT YpOBHSA 0Bpa3oBaHusA
N YPOBHSI NPOU3BOACTBEHHOrO OMNbITa MOXeT ObiTb NpeAcTaBneHa Kak YacTHbIA Cry-
Yyaun refoHUCTUYeckon pyHKUMM Po3eHa, oTpaxada TeM caMblM paBHOBECHE cnpoca n
npeanoxeHns Ha paboTHUKOB C onpedesieHHbIM ypoBHEM obpa3oBaHMs U onbiTa. B
ANHaMKKe YpOBEHb Crpoca Ha ornpefesieHHOe KayeCTBO 4YesloBeYecKoro kanurana
MOXeT BbITb OTpaXeH B TemMnax npMpocTa 3apaboTHOM NnaTtbl U1 COOTHECEHUS YPOB-
Hen 3apaboTHOM NnaTbl B pasfiMyHble Nepuoabl.

MpumeHeHne ctaHgapTHon mogenu MuHuepa ona aHanusa rno3BosiseT nosy-
YNTb BECbMA OrpaHUYEeHHble pe3ynbTaTbl, MO3TOMY BOMbLUMHCTBO COBPEMEHHbIX UC-
cnegosaTenen npegnaraT MoaANUUUPOBaHHbIE (POPMbI PACCMOTPEHHOIO YpaBHe-
HKUA (1), BKMOYasi B €ro CocTaB JOMOMHUTESIbHbIE KONMMYECTBEHHbIE U KAaYeCTBEHHbIE
nepemeHHble [6]. BkrovyeHne B cocTaB ypaBHEHUS] KAYECTBEHHbIX NepeMeHHbIX MN03-
BONSET yBENUYUTb KOIMUUMEHT AeTepMUMHaUUK nNpu cobniogeHnn yaoBneTBopu-
TenbHbIX 3HAYEHUN CTATUCTUYECKUX KpuTepueB. [Ansa yrnybGrneHHOro aHanuMsa Hamu
ObIV NpeanoXeHa fNMHeNHaa Modesnb C Y4eTOM  KOJNIMYECTBEHHbBIX U Ka4eCTBEHHbIX

nepeMeHHbIX:

(2)

i=1

n k
an:ﬁo +ﬂ1S+ﬂ2X+183M+§1Ge +§2Bo +§3])r +Z‘§4iRei +Z§5j1nj’
J=1
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roe  InW — HaTypanbHbI niorapmudm 3apaboTHOM nnaTbl;

B, ¢ — KoadPULMEHTbI ypaBHEHNSA PErpeccun KOSIMYECTBEHHbIX U Ka4eCTBEeH-
HbIX NepPEeMEHHbIX COOTBETCTBEHHO;

S — paccunTaHHoe 3MMMPUYECKUM NMyTEM YUCINO HAKOMMEHHbIX NeT dopmMarb-
HOro o6pa3oBaHus;

X — 4ucno net NPov3BOACTBEHHOrO OMblTa, pacCYMTaHHOE TeopeTUYECKU Mo
crnocoby MwuHuepa, ¢ y4eToM TOro, YTO CpefHU BO3pacT Hayarna MnornyvyeHns nep-
BUYHOro obpasoBaHus paBeH 6,5 ner;

M — yncno neT crneunanbHOro NPOM3BOACTBEHHOIO OMnbITa Kak KONMYecTBO He-
NpepbIBHOIO TPYAOBOro CTaXa no MecTy paboTbl, akTyanbHOMY Ha8 MOMEHT Uccneno-
BaHWUA, paccyMTaHHOE 3MMUPUYECKY;

Ge — Ka4YeCTBeHHasi NnepeMeHHas, yunTbiBaroLasa non (Myxckon = 1);

Bo — KayecTBeHHas nepeMeHHas, y4uTbiBaloLWas nNpuHagiexHoCcTb K KaTero-
pun pykoBoauTenen (MmeeT NogyvnHeHHbIX 6onee 1 = 1);

Pr — kavecTBeHHasi MepeMeHHasi, y4uTbiBawoLlas ypoBeHb COBCTBEHHOCTU
npegnpuaTus (rocygapcrBeHHas cOOCTBEHHOCTL = 1);

Re — KauecTBeHHas NepemMeHHas, oTpaxaroLlasi perMoH 3aHsAToCTy;

N — KONMYEeCTBO PErMOHOB, AN KOTOPbIX NPOBeAEeHO uccnegosaHue (n=29);

In — Ka4ecTBeHHas nepeMeHHas, yunTbiBaroLas oTpacb NPOMbILLIIEHHOCTY;

k — konnyecTBO 0b6CrefoBaHHbIX oTpacnen NPoMbILLNEeHHOCTHN (Kk=6).

N3yyeHne gMHamukm 3apaboTHOW nnaTkl N0 MOAENV NPOBOAMIIOCHL B NEPUO C
2003 no 2013 rogpl, no sBTopon mogenu — ¢ 2006 no 2013 B cBA3M C OTCYTCTBMEM
HEKOTOPbIX KINOYEBbIX NepeMeHHbIX B aMnupunyeckon 6ase nccnegoBaHus.

Ha ocHoBe Kpocc-CeKUMOoHHbIX AaHHbIX 3a nepmog ¢ 2003 no 2013 rog Hamu
BbINY NOCTPOEHbI YPaBHEHWSI PErpeccMn Ha OCHOBE ABYX UCXOAHbIX Mogenen. [Ans
pac4yeToB UCMNONb30BaNMCb CTaTUCTUYECKNE JaHHble Ba3bl POCCMMCKOrO MOHUTOPUH-
ra 3KOHOMWYECKOro MosIoXeHUs 1 300poBbs HaceneHns (PM33).

PesynbTaTbl perpecCMoHHOro aHanuaa, NpoBeAeHHOro Ans UCXO4HOW BbiGop-

Kn, NpuBegeH B Tabnuue 1.
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Ta6nuua 1. Pe3ynbTaThl perpecc
WOHHOro aHanusa Ans npeanoxeHHon mogenu 2°
2013 2012 2011
MepemMeHHbIe Koad. Koad. Koad.
B, € t-cTar. B, € t-crar. B, € t-ctar.

(KoHcTaHTa) 8,481 157,0 8,534 178,6 8,433 170,6
HakonneHHoe yncno net
oBpasosaHits ,073* 22,8 ,064* 21,2 ,063* 19,9
Mpon3BoACTBEHHbIN OMbIT ,001 1,3 ,002 3,4 ,002 4,0
CneunanbHbIn

. ,008* 9,5 ,006* 7,2 ,005* 5,9
NPOVN3BOACTBEHHbIV OMbIT
Mon myxckow ,275* 20,7 ,315* 24,2 ,302* 24,0
HavanbHukm ,263* 16,2 ,297* 19,2 ,280* 18,2
"ocynapcTBeHHas
COBCTBOHHOCTL -,078* -5,7 -,085* -6,2 -,118* -8,9
[MeH3eHckas obnacTtb -,359* -6,8 -,451* -8,5 -,458* -9.1
AnTanickui Kpaw -,275 -7,2 -,255* -6,5 -,458* -8,6
Kanyxckas obnactb -,075 -1,4 -,079 -1,6 -,225** -4.9
Bonrorpaackas obnactb -,279* -5,9 -,223 4,7 -,264* -5,8
KabapanHo-bankapus -,254** 4.0 -,239 -3,2 -,425* -6,1
TamboBckasa obnacTtb -,131 -2,9 -219 -4.9 -,253* -5,7
Amypckas obnactb -,073 -1,6 -,204 -4,3 -,093 -2,0
CraBpononbckun kpam -,159 -3,3 -,182 -3,9 -,232** -4,8
YyBalumsa pecnybnuka -,200** 4.5 -,215 -4,8 -,242* -5,3
Yamyptusa pecnybnuvka -,128 -3,1 -,145 -3,5 -,137** -3,4
CapaTtoBckas obnactb -,080 -2,2 -,094 2,7 -,150** -4,3
OpeHbyprckas obnacTb -,002 0,0 -,086 -2,0 -,081 -1,9
KypraHckasi obnactb ,062 1,3 ,046 ,9 ,037 .8
TBepckasa obnactb ,017 0,4 -,041 -9 -,017 -4
Mepmcknin kpan -,001 0,0 -,070 -1,7 ,009 2
KpacHogapckuin kpa ,203** 42 ,152 3,3 ,156** 3,6
Jluneukas obnacTtb -,031 -0,7 -,098 -2,6 -,003 -1

' Ilpumeuanue k Tabnune 2: * — 3HaunM Ha 1% ypoBHe, ** — 3HaunM Ha 5% YpOBHE.
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YenabuHckas obnacTtb ,075 2,1 ,012 3 ,017 5
CmoneHckas obnacTtb ,134 2,6 ,095 1,7 -,025 -5
TaTtapcTtaH pecnybnuka ,(127** 3.1 ,(116 2,8 ,126™* 3,0
Tynbckast obnacTb ,099 2,2 , 206 42 ,128 2,7
Hoeocnbupckasn obnactb ,206™* 43 ,080 1,6 ,(170** 3,5
KpacHosipckum kpan ,365* 8,3 ,209 4,6 ,295* 6,6
Hwxeropoackas obnactb ,(197** 4.5 ,158 3,5 ,130 2,9
Tomckasi obnacTtb ,204** 4.9 ,(180 4.3 ,(144 3,5
JleHnHrpagckasa obnactb ,452* 12,5 ,405* 11,6 ,404* 12,1
Mprmopckun kpaw ,491* 10,0 ,371* 7.4 ,418* 8,0
Komu pecnybnuka ,541* 15,2 ,524* 15,0 ,509* 15,1
MockoBckasi obnacTtb ,620* 22,1 ,615* 22,5 ,618* 22,6
Jlerkasi NPOMBbILLNEHHOCTb ,024 0,9 ,015 ,6 ,031 1,2
"paxpaHckoe
PaxA -,002 -0,1 ,005 1 ,050 1,4
MaLUWUHOCTPOEHME
BOEHHO-NPOMbILLITEHHbIN
,113 2,5 ,073 1,7 ,021 5
KoMMJiekc
HedTerasosas
,302* 8,1 ,381* 9,9 ,362* 9,7
NPOMbILLUNIEHHOCTb
Tskenasi NPOMbILLIIEHHOCTb ,(137** 4,0 ,139** 41 ,134** 41
OHepreTu4yeckas
,(107 2,6 ,152 3,6 17 2,8
NPOMBbILLUNEHHOCTb
R? 0,354 0,308 0,311
CKoppeKTUpoBaHHbIN R? 0,350 0,306 0,306
F-ctatnucTuka 98,780 59,851 62,521
Fe (p=0,01) 1,59 1,59 1,59
Cratuctuka OunHa-
Hyp 1,852 1,785 1,998
YoTcoHa
Yucno HabntogeHnin 7626 7845 8852

Kak BMOHO M3 NpuMBEOEHHOro aHanusa, npu BKNKYEHUW Bonbllero 4ucrna
akTopoB B HESNIMHENHYIO MOAeNb MNPOUCXOAUT NoBbiLeHWE KO3ddhpuumeHTa
AeTepMuHauuKn, OOHAKO, BHOBb BBOAMMbIE MEPEMEHHbIE HEe 3HayuMbl B OOrMb-
LUMHCTBE Crfy4aeB, YTO OTpaxaeTcd Ha nokasatene F-ctatuctukn. B cpegHem B

paccmaTpunBaeMoM nepmoge rno rnpomMbilneHHbIM OTpaciidaM oTaada oT O6pa3OBaHVIFI
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Haxogunacb Ha ypoBHe 6-8% Ha Kaxabli LONONHUTENbHbBIA rog obpa3oBaHud, npu
9TOM OTZaya OT HaKOMMEeHHOro NPOM3BOACTBEHHOIO OMbiTa He3HauuTerbHa, a B
HEKOTOpbIX cry4asx oTpuuartenbHa. MonyyeHHble nokasaTtenu ypoBHS OTAayu OT
0obpa3oBaHNs HECKOSTbKO oTnmyarTcs (Ha 2-3%) OT pe3ynbTaToB, PACCMOTPEHHbIX B
nccnegosaHuax [6,7,8]. BO3MOXHO, YTO pacxXOXOeHusi BO3HUKAlOT BCNeacTeue
HecCornoCTaBUMOCTU  pe3ynbTaToB MNpU  MNPUMEHEHUN Pa3HOPOAHbLIX MoAernen.
OyeBMAHO, 4TO C yBENUYEHMEM KOSNIMYECTBA NEPEMEHHbIX U BBEAEHUS HENMUHENHbIX
He3aBMCHUMbIX NapamMeTpoB HOpMa OTAauum pacTteT, Npubnmkasch K 3HavyeHno 8%.
3akntoyeHue. [lo pesynbtatam npoBeAEHHOr0 perpeccMoHHOro aHanuia
MOXHO caenaTtb BblBOAbl O HEKOTOPbIX OCOBEHHOCTAX (PaKTOPOB, BHOCSLLUX CBOW
BKMag B pocT 3apaboTHbix nnaTt. dopmarnbHO YpOBEHb 3anacoB YerioBeYecKoro
KanuTana octaeTcs BecbMa BblCOkMM. OfHaKko reHaepHbl napameTp, oTpacrnesas
NpUHALNEXHOCTb NPeanpuaTUA U PermoH, B KOTOPOM OCYLLECTBNAAeTCs TpyaoBas
AEeATEeNbHOCTb, Kak NpaBuio, UrpatoT KNIOYEBYO pOosb B pacnpeneneHnmn 3apaboTkos
B YCIOBMAX POCCUMACKOrO pblHKa Tpyda. Bo Bcex oTpacnax MNpOMBbILWNAEHHOCTU
YerioBeYECKMI KanuTan WUCMonb3yeTcss C HU3KOM 3PPEKTUBHOCTBLIO, Npu obLuem
BbICOKOM YpPOBHe dopMarnbHOro 06pa3oBaHNMA U MNPOM3BOACTBEHHOrO OnbITa
nHOMBUAYyanbHas oTAada OT KaXgoro M3 9TUX NokasaTernen ocTaeTcs A0BOSIbHO
Hu3kon. OTcloga cnegyeT, 4TOo pabOTHUKM POCCUMUACKUX NPeanpuaTui U3BbITOYHO
WHBECTMPYIOT B COBCTBEHHbLIN YErOBEYECKUI KanuTarn, KoTopbi paboTtogatenn He
CNOCOOHbI  MOSIHOLEHHO BOBMleYb B 3KOHOMMUYEckun obopoT. [lokasaTenu
cneunanbHOro YenoBeYecKoro KanuTana ocTalTCs Takke CPaBHUTENbHO HU3KUMU U
roBopsT O TOM, YTO 3aHATOe HaceneHue B Poccum B 1,5-2 pasa valle, 4yem B
pasBUTbIX CTpaHax MeHseT MecTo paboTbl B TeyeHwe nepuoda TPYLOBOM

OeATeribHOCTH.
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1. Introduction

With the development of the "new" economy, when knowledge becomes the
main resource for creating competitive advantages of the enterprise, the issues of
managing intellectual capital are primary importance for ensuring the effective
operation of the enterprise. Each of the forms of intellectual capital is generated by
human knowledge and their totality determines the hidden sources of values that
provide for enterprise a high market value. The concept of effective formation and
using of intellectual capital began to be actively introduced in Ukrainian companies,
and since this category began to be studied relatively recently, still not enough the
influence of the organizational structure of the enterprise on the efficiency of the
functioning of intellectual capital and staff development, as well as its impact on the
cost Companies and management methods. Because of insufficient coverage of the

issues of building an institute of intellectual capital in Ukraine and the lack of practical
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skills, most domestic enterprises can not adequately assess their intellectual capital
and, accordingly, manage it, and this weakens their competitive positions both on the
domestic and foreign markets.

2. The object of research and its technological audit

It should be noted that currently domestic and foreign enterprises carried out
the valuation impact of organizational structure on the efficiency of intellectual capital.
It is carried out by accountants enterprises to accounting and intellectual property
valuers during the purchase and sale of patents, concluding license agreements,
market transactions related to the purchase and sale, mergers and divisions of the
company. This assessment has local and specialized nature and clearly insufficient
for the management of intellectual capital in the company, its methods and
procedures are an integral part of the author's proposed methodology of assessment
of the intellectual capital and staff development.

The research of the impacts problems of organizational structure on the
efficiency of the intellectual capital of the company are made by K. Sveiby, S.Milio,
R.Lattanzi, F. Casadio, who proposed definition of organizational structure and
intellectual activity of the company [7, 9]. The research that focus on the wide range
the problems of intellectual capital are made by primarily the works of scientists, as
M. Donchenko, Alexander Larin, Alexander Sobko [2, 5, 8].

3. The aim and objectives of research

The aim of the research was elected analysis of influence of organizational
structure on the efficiency of intellectual capital in the current economic situation.

For achievement the goal there are the next scientific tasks:

1) to investigate the possibility of using common organizational structures
which adapted to the management of intellectual capital of the company;

2) to consider the composition of the methods of psychological influence on
the staff development.

4. Literature review

According to management accounting based on the assessment of the current
situation can be analyzed volume, structure, state of intellectual capital of the
company and identifying staff development reserves, determining the adequacy of
funding for the restoration of intellectual capital, the dynamics of their increase and

efficiency.
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Ukrainian scientists who are dealing with this problem suggest methods for
evaluation and financial analysis of intangible assets. However, in our opinion, the
composition of indicators for evaluation is limited and requires expansion.

5. Materials and methods of research

For solving the tasks we used the following methods:

- Dialectical method that was caused by the need to analyze and summarize
certain aspects of scientific knowledge that examines the evolution of methods of
influence on the nature of the intellectual capital of the company;

- Structurally-functional analysis of the principle of systematic study of
economic phenomena and processes dismembered structural integrity;

- System-analytical method, according to which way the research operations
and intellectual capital of the company today proposed modern methods by which the
optimal functioning of the enterprise will be carried out.

6. Research results

Each level of operations consists of two stages - providing with resources
manufacturing the product. Correspondingly, for material product resources are
material - raw materials and components. They are turned into semi-finished
products (incomplete production) at the first stage. For non-material products these
are information, data collected and, according to the context of the tasks,
transformed into information and then into knowledge.

Organizational structure is understood as a scheme of hierarchical structured
set of company departments and their administrative relationship of subordination
that ensure the integrity of the enterprise as a social and economic specialized
system of various activities [1].

The production organizational structure of intellectual activity is formed by
departments and employees, specialized in accordance with the blocks of functional
activity, distributed geographically (spatially) that have in-process relationships and
use certain resources in their work.

The production structure cannot exist in isolation; it is integrated with
management structure into overall organizational structure.

The management structure is an ordered set of management bodies (posts,
departments and services) that are interconnected and subordinate through unified

communication channels.
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Bodies of intellectual capital management of an enterprise include:

1. Directors of a company who make strategic management decisions
regarding intellectual activity.

2. Managers as bearers of knowledge and line managers of production and
management departments of intellectual activity of the enterprise carry out the tasks
of tactical and operational level.

3. Directors of departments engaged in financial and investment planning,
management accounting of intellectual capital. With a minimum amount of work there
is only a post of an economist, who at the same time engaged in the transformation
of created knowledge (intellectual products) into intellectual capital.

4. Directors of functional departments that carry out the tasks of intellectual
functional blocks of the company.

Consider the possibility of typical organizational structures usage adapting
them to the system of intellectual capital management of an enterprise:

1. Linear-functional structure. It is characterized by advanced organizational
bureaucracy, centralization of management, professional managers and performers
due to their specialization and personal responsibility for the results. Within the
linear-functional structure a self-sufficient stable system of intellectual capital
management can be created using the approach of internal integration.

At the same time linear-functional structure does not provide sufficient
flexibility and adaptability if the environment is changeable. Therefore, its use is
restricted by the following external and internal conditions: relative stability,
predictability of external macro environment; industry life cycle during the phase of
maturity; stable markets for products selling; director is a leader who can inspire staff
solve problems creatively, set up a creative corporate culture [3].

Intellectual capital management in this case is aimed at continuous
improvement of enterprises activity, periodic revision of knowledge in order to
prevent them from obsolescence, product modification, modernization of production
equipment and technology, the accumulation of experience, that is, practical
knowledge. Strategic management of intellectual capital provides continuous
achievement of economic goals to reduce costs, revenue increase, and rational use

of all resources.
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Flexibility and adaptability of linear-functional structure to some extent can be
increased by the introduction of headquarters, which will prepare alternative
solutions, develop recommendations for linear managers who coordinate their
activities.

2. Divisional structure. It is characterized by enterprise division into semi-
autonomous production departments that specialize in one of three characteristics:
type of goods (services) — product structure; groups of customers - consumer
structure; geographic regions - regional structure.

This approach can be used in the process of building organizational structure
in the system of intellectual capital management.

Variant 1. If the organizational structure of the company is based on linear-
functional type, then organizational structure of intellectual activity can be
constructed on divisional type. Thus, several scientific and research departments are
established using a trade principle. Each department specializes in a particular type
of goods. It is similar when using the other two principles. The condition for the
creation of this organizational structure is also creation of marketing services that will
ensure better coordination of joint actions.

Variant 2. If the organizational structure of a company is based on divisional
type, then departments of intellectual activity are created within each division. They
have the same specialization as the division.

In both cases it is advisable for departments that carry out tasks of functional
blocks "cognitive and creative activity" and "economic and legal activity" to specialize
via product, consumer and regional principles. Departments that perform tasks of
blocks "educational activity" and “information ensuring” are general to all divisions,
providing them with intellectual and information resources.

Building organizational structure based on divisional type creates opportunities
to improve the efficiency of intellectual activity of the enterprise by specialization, but
there is a duplication of departments. However, this disadvantage can be turned into
a strong side of intellectual activity of a company, if we use the approach of internal
organizational benchmarking, that is, compare technologies of intellectual activity,
used by different departments, and provide search for "best practices" with the

assessment and promotion of best departments and employees [4].



448

Variant 3. It takes into account the phase of the life cycle of enterprise
products, technology, and industry market. So if there are, for example, two divisions
of product specialization in the company, then one of them can produce goods which
are in a phase of maturity (traditional products), and the second division — products
that are in a phase of formation (innovative products). The second division should
involve organizational structure of intellectual activity with the relevant production
departments and management superstructure. This organizational structure will pass
to the first division after some time when phases changing. It would eliminate the
duplication of intellectual activity departments that was typical for the previous
variants. This variant of organizational structure building is actually a project but
implemented within the divisional structure.

Variant 4. Intellectual activity is organized in a separate division that is an
independent economic unit, performs work on applications of divisions that produce
material products. This variant is similar to the network's organizational structure.

3. Project structure. This structure is created temporarily to solve a particular
problem, the following variants are possible:

Variant 1. If there are no departments engaged in intellectual activity, then
experts from consulting firms are invited to implement the planned project (external
outsourcing) and joint project teams are created. When using a cooperative approach
to organise intellectual activities such cooperation becomes permanent.

Variant 2. If a complete system of intellectual capital management, which
consists of the production and managerial subsystems is created in the company
within the linear-functional structure, then project teams led by managers as bearers
of knowledge are established to implement strategic plans. Thus, the transition to
the structure of the matrix type is conducted.

4. Matrix structure is the main variant used by organizational structure of
management of company intellectual capital.

It provides, according to the model of cycles of intellectual activity, the
development of four hierarchical levels of knowledge management, combines the
advantages of linear-functional and project structures. Functional departments that
perform tasks of basic operational blocks are separated in the organizational
structure - "educational activity", "cognitive and creative activity", "information

ensuring", "economic and legal activity" [6]. Their employees are subordinated in a
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linear way to managers as knowledge bearers. Intellectual activity is organized as
constant and as the project (program-purposed). The project team includes scientists
and experts, directly subordinated to the directors of functional departments and
research laboratories in the structure where they are. This organizational structure
corresponds to the approach of intellectual activity integration within the enterprise. It
provides the intellectual independence from the external environment, continuity,
flexibility and adaptability of intellectual activity.

5. Network structure meets the requirements of a modern economy,
characterized by: globalization; communications, expanded to the size of the world
space; easy movement of capital and material production; continuous process of
merger, takeover, and division of companies. Its peculiarities are: the use of market
contractual relations; legal and economic independence of structural units, their
economic motivation.

Network structure, made in different ways, provides the implementation of
approaches of integration and cooperation of enterprise intellectual activity.

Variant 1. An intra-oriented network structure includes legally independent
enterprises controlled by a central company, in other words, a holding company is
created. Manufacturing intellectual product is also a legally independent company
that interacts with other enterprises of internal network on a contractual basis,
receiving orders and producing required intellectual products that replenish the
intellectual capital of the business customer.

Variant 2. An intra-oriented network structure with independent companies is
created. These companies have technological relationships in a single innovation
and intellectual lag; have a common centre of management. When using the system
of management based on computer distributed means of communication, virtual
network associations are created. They are recommended for production and sale of
maximum science-intensive products with a focus on targeted market segments.
Virtual organizations can be created purposefully for the implementation of
intellectual activity and production of intellectual products.

Cooperation unites participants of the capital to create the material base of
joint activities. Using real options permits establishment of a mutually beneficial
agreement without transfer of funds, but by processing options to certain types of

resources, work, services, and results of performance.
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The real option has the properties: rights without duties, no specific deadline
for its validity, the absence of fixing the object of operations and predetermined price
of performance. This provides the flexibility, adaptability and minimization joint
activities costs. Particularly well this tool can work in exchange of some property
rights to others without their transfer into cash and therefore without the risk of tax
liabilities or illiquid assets. For example, research laboratory needs some equipment,
which there is in a manufacturing company; the laboratory receives it, transferring the
company not cash but option with the right to order the researches equal to the cost
of equipment. Accordingly, the company, having the option, uses it to pay for specific
studies when there is a need for them.

However, organizational and economic motivation of intellectual activity
requires the creation of intracompany legislation which is based on standards,
methodological guidelines, rules and regulations that define the legal and financial
relationships between the participants of intellectual activity within the system of
intellectual capital management. The proposed system allows to determine, stimulate
and regulate the organizational behaviour of employees, ensuring transparency and
clarity of their formal and informal relationships.

The company adopted the paradigm of management which is based on the
creation and use of intellectual capital has new requirements.

7. SWOT-analysis of research results

Strengths — Two main processes should be selected in the activity of the
enterprise: current operation, which aims to provide regular, stable activity of the
company by sharing resources between the external and internal environment under
constant environmental conditions; radical development that consists in a dynamic
transition to new conditions of operation due to altered environmental conditions,
which thus breaks stability and rhythm of current operation.

Weaknesses — The processes of current operation and radical development
are in dialectical contradiction with each other, having different characteristics. So,
we need the third basic process, linking the operation and development - a process
of continuous improvement.

Opportunities — The use of the system of intellectual capital management
allows to implement the development as a continuous improvement. Thus, in contrast

to quality management and innovation management the object of management is the
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whole organizational system, not just the product and its manufacturing technology
that gives a much better result.

Threats — The system of intellectual capital management allows the company
to carry out, if necessary, a radical development, overcoming strategic discrepancy
between the current and planned state of the enterprise on the basis of the
implementation of organizational holomorphosis.

Algorithm for management of improvement and development of the enterprise
as a system includes the basic stages:

1. determination of trends in development of the main components of the
internal and external environment on the basis of analysis of the life cycles of
ontogeny and phylogeny of an enterprise building ontogeny and phylogeny curves,
matrix "evolution-inheritance" of systems;

2. setting the system of goals, in which, in the event of company managers to
install radical development, in the top graph of goals mission is not established but
vision, that is, the image of the company, featuring significant novelty;

3. determination of discrepancies between current and target state, their level
and focus on a certain type of intellectual capital;

4. the development of measures to eliminate disparities by changing
(metamorphosis) the objects - types of intellectual capital and intellectual activity
processes;

5. the process of taking the developed measures;

6. control and adjustment of the results.

8. Conclusions

Based on the above-mentioned, we can formulate the following conclusions:

- if the company needs an optimal current operation then "biological" staff
development is sufficient;

- if the company needs development based on generative metamorphoses,
then "hard worldview development" of staff is sufficient;

- if the company needs continuous improvement, then "biological" and "mild
worldview development" of staff is sufficient.

The methods of "worldview development" include:

1. The methods of teaching:
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- active group methods based on the inclusion of students in the educational
process using games and competitive component - role-playing and simulation
business games;

- multimedia teaching methods using computer technologies with games and
competitions that provide activation of different kinds of information perception;

- coaching - complex individual training which combines professional and
socio-psychological training;

- practical training ("action learning") in solving business problems - learning is
combined with research, design and organizational activities;

- rotation of staff which allows them to look at their work in a new way, move to
a more abstract level of thinking - think not private, but overall, that is, in accordance
with the model, pass to the category "wisdom";

- vertical internship in the same enterprise allowing you to change the
subordinate’s "point of view" to executive’s one with the transition to the "wisdom";

- internship in another enterprise, participating in conferences, seminars, trade
shows, it provides the opportunity to explore economic outlook of another company
with the opportunity to transfer it.

2. The methods of psychological influence - group sessions of suggestion;
traditional hypnosis; Ericksonian hypnosis; neuro-linguistic programming (NLP);
"Philosophical" conversation; self-mood according to the method by L. Edvinsson;
isolation from the familiar environment be means of human movement in unusual and
extreme conditions; self-assessment (reflection) based on the socio-psychological
testing (Edvinsson, Malone, 1997). These methods are "moving" from its traditional
sphere (medicine) in the field of managing personnel of a company. It should be
noted that the use of psychological methods allows the company to gain high-order
competitive advantages which are based on the formation of highly skilled personnel,
but significant social, psychological and biological risks of mental disorder of people,

loss of health are possible.
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Abstract: In this article has been considered and analyzed the main directions
of the investment policy of the Republic of Azerbaijan and characterized the
investment activity of the country in recent years. The analysis shows that in
Azerbaijan was formed a fairly favorable climate for attracting investment in the
economy in recent years. The main directions of improving the investment policy
should be acceleration of restructuring and privatization processes, acceleration of
the transition to the application of international standards in industrial enterprises,
should be based on modern technology, the development of free enterprise
environment, acceleration of measures related to the promotion of investment.
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In the mechanism of economic management of investment is an extremely
important function of the regulator of the rate of development, as a multiplier.
Investment activities are subordinated to a long-term development goals, therefore, it
must be implemented in accordance with the developed investment policy.
Investment policy is an integral part of economic policy conducted by the state and
enterprises in the form of establishing the structure and the scale of investment,
determining the directions of their use. The investment policy determines the most
priority directions of capital investments, on which depends the increasing of the
efficiency of the economy, provision of the highest production growth and national
income.

State investment policy is directed on the formation of an enabling
environment which promoting the involvement and the increasing of the efficiency of
investment resources in the development of the economy and social sphere. In the
process of developing the investment policy it is necessary to take into account the
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experience of the economically developed countries of the world, but it is obligatory
to adapt of foreign provisions to national conditions.

On features of the state investment policy formation of the Azerbaijan
influenced such factors as the traditionally established strong role of the state in
managing the economy, functioning of a market economy, which is designed to
ensure the greatest return on the actions of the subjects of investment activity,
features of the transition period, also as a political, economic, global financial crisis,
the lack of a clear and correct development of the real sector of the economy.

The investment process has began from 20 September 1994, with the signing
of the "Contract of the Century", which imply a partnership with foreign companies on
development of "Azeri-Chirag-Guneshli". Since then, have been signed the new oil
contracts, for execution of contracting in Azerbaijan, which attracted more than 400
companies. It was implemented the price liberalization, formed a monetary and tax
and customs legal frameworks, has been created a favorable environment for
business development and attracting foreign investment.

The political and economic stability is very important for the economy of the
country, for investment and business climate. Unlike other countries, reforms
implemented in Azerbaijan are systematic, continuity and regularity, also the
investment attractiveness of the country is increasing, economy adapts to world
realities and the improves business climate. Investment activity in Azerbaijan is
regulated with "The Law on Investment Activities" (adopted on 13.01.1995) and the
"Law on the Protection of Foreign Investments" (15.01.1992). These laws define the
inviolability of property, protect the rights and interests of investors, create the same
working conditions for local and foreign entrepreneurs, unimpeded using of the profits
received, thereby creating a legal framework.

Along with this the government signed bilateral agreements with a number of
countries on the abolition of double taxation, promotion and bilateral protection of
investments. Conducted measures increased the interest of foreign investors,
international financial institutions and economic organizations to Azerbaijan.

For accelerated development of entrepreneurship and the increasing the
rationality of the business environment in the country and simplification of procedures
the President of the Republic of Azerbaijan signed an order dated October 25, 2007

"On measures to ensure the organization of activities of business entities on the
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principle of" Single Window". According to the principle of "single window" the
Ministry of Taxes of the Republic of Azerbaijan was appointed a single state
registration body from 1 January 2008. Practice shows that after the introduction of
this system, the number of procedures for starting business activities decreased from
15 to 1, and the time spent was reduced from 30 days to 3 days. To exchange the
documentation with tax authorities and banks the entrepreneurs undertake through
the newly created Internet Tax Administration.

In order to increase the country's export potential through the development of
local production and the encouragement of attracting investments had been created
the Azerbaijan Export and Investment Promotion Foundation, which carries out very
important activities in building a dialogue between the public and private sectors, and
also helps foreign investors in the implementation of their investment projects. For
centralized regulation in 2006 was founded the state policy which carried out in the
field of support for the development of entrepreneurship by the Azerbaijan
Investment Company. The purpose of investment activity, which is mainly
participation in shares of the authorized capital functioning in the non-oil sector of the
country's economy are the joint-stock companies and other commercial
organizations, including the implementation of long-term investment deposits by
purchase of shares.

It should be noted that the process of Azerbaijan's integration into the world
economy has taken on an intense character in recent years, in particular, in 1995-
2014 more than US $ 199 billion was invested in the country's economy, 33.9% of
which was invested in the oil sector, at the same time, until 2009, foreign investments
in the Azerbaijani economy constituted an advantage and trend growth. However, in
the subsequent period the volume of domestic investment has risen sharply, in
particular, the volume of domestic investments in 2009 was 7.5 billion, and in 2014,
16.2 billion US dollars, and the volume of foreign investment increased from 5, 5 to
11.7 billion US dollars.

Of the targeted investments in the country's economy, 102.4 billion US dollars
or 48.9% accounted for foreign investment. At the same time, if in 1995-2001 the
volume of foreign investments amounted to only 6.9 billion dollars or 6.7% and in
2002-2014 this amount increased by 12.9 times and amounted to 88.6 billion US

dollars. Of all foreign investments directed to the economy of the country in 1995-
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2014 years 51,1 billion dollars or 53,5% is directed to the development of the oil
sector, and 4,4 billion US dollars for the development of the non-oil sector.

During 1995-2001, foreign investments dominated in the whole investment,
but after 2008 the situation changed. For example, the share of foreign investment
directed to the economy of the country amounted to 79.9% of the total investment in
2002, 68.7% in 2005, and 55.3% in 2007. Beginning in 2008, foreign investment
declined from 42.2% (2008) to 41.9% (2014).

Along with this, if before 2008 foreign investments directed to the oil sector
exceeded the volume of investments directed to the non-oil sector of the economy,
then the next years the situation has changed. Thus, in the non-oil sector was
directed in 2005 - 22.3%, 2007 - 40.0% of foreign investments, in 2008 - 51.1%, in
2010 - 64.2%, in 2013 - 53.2%. Thus, starting from 2008, most of the foreign
investments are directed to the non-oil sector. This is due to the fact, that the
necessary infrastructure for the implementation of the "Contract of the Century" and
the construction of the Baku-Tbilisi-Ceyhan oil pipeline had been completed before
2005. In this regard, there was a decline in investment in the oil sector, in the
following years.

It should be noted that, according to the State Statistics Committee of
Azerbaijan, the foreign investments directed to the economy of Azerbaijan are
treated as a financial loans, the investments in the oil industry, the joint ventures and
enterprises with foreign investment, the oil bonuses and other investments.

Studies show that over the years 1995-2014 in Azerbaijan's economy towards
a more 95.5 billion. US dollars. The financial loans mainly came from financial
institutions, members of the World Bank Group, the European Bank for
Reconstruction and Development, the International Monetary Fund, the Islamic
Development Bank and other international financial institutions. For the analyzed
period, financial loans amounted to 24008.6 billion US dollars, those, 25,1% of
foreign investments.

One of the types of foreign investment is foreign direct investment. They can
be in different forms: payment of membership fees by the investor to the authorized
capital of enterprises, issuance of corporate loans, equipping part of the company's

shares, equipping it with technology and technology, etc. Investments in the oil
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industry, as well as, joint ventures and enterprises with foreign capital, can be
considered direct investment.

Direct investments for 1995-2014 were directed to the oil industry 52.5 billion
dollars, and joint ventures and enterprises with foreign capital of 8.7 billion US
dollars.

Thus, the bulk of foreign investment invested in the economy of Azerbaijan is
financial loans and direct investment. The main investors investing in Azerbaijan are
Turkey, Great Britain, the USA, Japan, the Netherlands.

It should be noted that, since 2006, after putting into operation the
international oil pipeline "Baku-Tbilisi-Ceyhan" and the gas pipeline "Baku-Arzurum"
the gross domestic product increased for 5.7 times.

Over the past 15 years, the amount of investment invested in the Azerbaijani
economy exceeds $ 180 billion. Most of this amount is internal investment. Today
Azerbaijan is a country investing large investments far beyond its borders. At the
same time, Azerbaijan becomes a lender from the borrower. Thus, the conducted
analysis shows that the economic situation in Azerbaijan is favorable, the ground for
attracting financial resources to the economy of the country.

However, in order to reduce the country's dependence on the oil and gas
industry, it is necessary to increase the share of foreign investment in the non-oil
sector of the economy. Attracting investment in the development of the agricultural
sector, the construction industry and modern industry are justified from the point of
view of solving the problems of social development, primarily the problems of
employment and poverty. Therefore, based primarily on considerations of sustainable
development of society as a whole, the state has invested many billions of dollars to
implement two state programs of social and economic development of the regions.
These same factors are taken into account today in the formation of technology parks
(Sumgait, Balakhany), industrial districts (Neftchala, Massaly), transport infra-
structure.

In a market economy the resource support for the modernization of industries,
the economy is impossible without attracting private capital. Consequently, one of the
objectives of the state's investment policy is the formation of a system of measures,
stimulating entrepreneurs to actively participate in the investment of all high-tech

projects.
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As noted in the Concept of Development "Azerbaijan - 2020: Look into the
Future" - along with the development of traditional manufacturing industries of the
non-oil industry and the expansion of their export opportunities, will be supported the
new competitive manufacturing industries. Stimulating mechanisms will be used to
intensify attraction of domestic and foreign investments to the non-oil sector of the
country.

In the medium term the main goal of state policy in the field of industry should
be to ensure a stable and high growth rate of industrial production, improvement of
its structure and increase of rationality.

In this area, the following main measures can be envisaged: elimination of
high and moral and physical wear of production equipment, increasing the
competitiveness of products, and increasing investment and innovation activity in the
industry, stimulating the further growth of the non-oil sector.

It is necessary to pay special attention to the following measures in the
direction of the development of the non-oil sector:

- Acceleration of restructuring and privatization processes;

- Acceleration of the transition to the application of international standards in
industrial enterprises based on modern technology;

- Development of a free enterprise environment;

- Acceleration of measures related to the promotion of investment.

Thus, the investment policy determines the priority directions of capital
investments and the direction of their use. To improve the efficiency of the economy,
should be determined an optimal ratio of the directions of investment in the oil and

non-oil sectors of the economy.
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Automation of accounting in agro-industrial enterprises
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Abstract: The article is devoted to theoretical and practical aspects of
automation of the accounting of agricultural enterprises activity. The purpose of the
article is the theoretical basis and practical implementation of the possibility of
accounting of documentation, inventory, estimate, costing, reflected in the accounts
of operations of vegetable products growing (agricultural work) using drones. The
object of the research is the organization of the automated accounting of agricultural
enterprises activity. The subject of the research is a set of theoretical, methodological
and practical aspects of the automated accounting of agricultural enterprises activity
with drone using. Methods of analysis and synthesis are used to structure the domain
of research, based on the identification and formalization of the automation
accounting processes of agroindustrial production using information and
communication technologies.

The results of research and innovation: the questions of automation of the
primary accounting and inventory with detailed fragmentation and parameterization
have been considered, recommendations on the implementation of the automated
algorithm and control costs of planting materials, fertilizers, plant protection, fuels and
lubricants, wages have been suggested in the article. The information model of an

automated system of cost accounting of agricultural enterprises to monitor deviations
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from the norms and costing of cost in growing vegetable products has been
designed. Improve the organization of accounting in the cloud environment with
distributed data access internal and external interested users to information about the
activities of agricultural enterprises. However, public access to a single database can
lead to loss of confidential information, which requires the development of effective
methods of information protection of the accounting system.

Keywords: accounting, automated accounting, costing, drones, aero visual

monitoring, agro-industrial enterprises.

Formulation of the problem. Modern tactics of conducting military operations
include the use of unmanned aerial vehicles (UAVs). The demilitarization of the aerial
survey technology contributes to the commercial use of drones. At present, the UAV
is actively used for the purposes of determining the boundaries of the land plots and
cadastral registration. The visual identification of the geographical boundaries of
agricultural lands is provided with reference to the global positioning system. The
services of aerovisual monitorings are of interest not only to specialists in land
management, holders of cadastral inspection rights, but also to business entities who
are owners or users of land plots.

The capabilities of the UAV significantly go beyond geolocation. Information on
the visualization of electronic maps should be supplemented with primary accounting
information for the purposes of automated inventory and accounting of land plots of
the enterprise. However, the organization of accounting using UAV remains outside
the field of view of scientists. At the same time, the method of analytical and synthetic
accounting of individual land plots remains outdated. There is an inadequate modern
economic paradigm for identifying land as an accounting object. The situation is
complicated by the off-balance nature of the leased agricultural land. Business
entities are not interested in full and adequate accounting of assets, do not need to
be reported. It is also difficult to make a reliable estimate of the land, taking into
account the qualitative characteristics.

Analysis of recent researches and publications. The historical
development of Ukrainian geoinformation systems for the purposes of automation of
economic systems was investigated by A.Ya. Sokhnych. The scientist proves that

successful development of the Research and Production Center “Land Information
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Systems” under the name of LPS 1.1 and LPS 1.2 is a successful computer system
for performing monetary valuation of the lands of settlements. And the program-
methodical complex “TEREN” of the State Scientific-Research Institute for
Automation Systems in Construction [1, p. 292].

Nikolashin A.A. summarized data on the software market automation of
accounting in agroindustrial enterprises with the division into groups depending on
the size of the enterprise, the type of activity, the number of employees, the
organizational and legal form of doing business [2]. In the sphere of developing
national software for the purposes of accounting on the basis of “1C: Accounting for
Ukraine 8.3” three firms “Mixt” [3], “In-Agro” [4] and “Quartz” [5] are actively working.

I.V. Hodniuk and A.N. Tchyzhevska developed thorough models of information
exchange of specially equipped agricultural machinery, GPS-navigation equipment
(GPS-modules, maps, channels in the Internet network), systems of precision
agriculture (agronavigators with field maps support) with accounting and enterprise
management system [6, p. 977].

According to Forbes Ukraine data, among 20 companies that actively use
innovations, 6 positions are occupied by agro-industrial companies [7]. To increase
the efficiency of activities, more and more agricultural enterprises are oriented
towards the application of modern agricultural and information technologies.
Revolutionary technologies in the field of information services for agro-industrial
enterprises are owned by Drone.ua, which is engaged in active aerovisual monitoring
of agricultural processes.

Drone.ua clients are the leading agricultural corporations of the country. The
uniqueness of the company is that its product forms a tool for analysis using
unmanned platforms. The analytics system helps to build accurate forecasting
models based on land scanning data. Since autumn 2015, the engineers of the
Ukrainian company are working on the creation of a web platform for working with
geospatial data [8]. However, UAV capabilities for accounting automation are not
taken into account, which determines the relevance and purpose of the article.

Purpose of the study. To improve the organization and methodology of
accounting and control activities of agroindustrial enterprises the purpose of the
study has been determined that deals with theoretical justification and practical

implementation of the documentation automation capability, inventory, evaluation,
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costing, mapping to the account of operations of vegetable production (agricultural
work) using unmanned aerial vehicles. Disclosures of the purpose of the article
provides for the fulfillment of a number of tasks arising from the elucidation of the
benefits of aerovisual monitoring in the organization of accounting and control in
agricultural enterprises and are related to the research:

- order of primary accounting and inventory of land plots through detailed
fragmentation and parameterization of the land with the assignment of unique
inventory numbers for all enterprises within Geocadastre;

- methodology for assessing and reassessing the value of land based on the
qualitative characteristics of its state;

- algorithm of automated accounting and cost control of planting material,
fertilizers, plant protection products, combustive and lubricating materials, wages in
the process of agricultural work;

- systems of standard accounting of expenses of agroindustrial enterprises
aimed at controlling deviations from the norms and calculating the prime cost in the
cultivation of plant products;

- options for organizing accounting in a cloud environment for data
processing with distributed access of internal and external interested users to the
final information on the activities of agro-industrial enterprises.

Statement of basic materials of the study.

1. Inventory and land evaluation. An effective solution of land plots
accounting organization drawbacks lays in automation of primary data processing
obtained from UAV. An inventory inspection can be conducted without need to obtain
physical access right to land plots adjacent to the object of inventory. In case of
unauthorized land occupation access to controllers to land that is subject to inventory
may be blocked [9, p. 111]. Similarly, the use of UAVs allows control procedures in
difficult to access areas, where physical access to the inventory subjects is difficult or
impossible.

Inventory is recommended to start with the visual fragmentation of the total
land area. One fragment should define the boundaries of homogeneous area by
geographical location, topography, soil composition and so on. It is advisable to
assign a unique inventory number to each separate allotment for further inventory. It

is also recommended to automatically synchronise codes of land plots with land
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cadastre. For licensed organizations carrying out aerial observation, it is appropriate
to allow introduction of detailed numbering of allotments. The mechanism of
numbering involves division of synthetic cadastral code numbers into analytic
numbers of land codification while its division into fragments. It is necessary to assign
unique inventory numbers, which are not repeated in other enterprises.

Fragmentation must be observed with further economic use of lands. For
example, on one land area it is advisable to grow one type of biological assets and
the like. In accordance with inventory numbers, approved to each fragment, it is
recommended to open a separate analytical account of accounting. Appropriate
specification of land accounting will allow organizing a permanent inventory of
agricultural lands and accurate evaluation of each fragment land.

During the inventory process, a visual identification of the UAV of land with
automatic filling of inventories takes place. However, the form of descriptions based
on the results of the inventory should be supplemented with the qualitative
characteristics revealed in the aerial observation of land. The slightest change in the
state of land plots can lead to a change in the value of land, which requires the
selection of effective methods for assessing land.

To determine fair value of a land plot a fair assessment should be used. It is
rather difficult to assess land correctly in the absence of the official land market.
Therefore, when determining the value of agricultural land plots, it is advisable to
proceed from the position of its utility as an asset for the enterprise. The change in
utility requires the re-evaluation of land in the enterprise (Fig. 1).

The revaluation will allow bringing the regulatory monetary value of land to the
expert one. In fact, expert evaluation involves the normative value of land, which is
reflected in the primary documents of obtaining property rights, updated in line with
inflation and changes in qualitative characteristics such as yield, access of
communications, environmental condition, availability of adequate infrastructure,
peculiarities of socio-economic development of the area, soil and bonitation
properties, etc.

It is necessary to develop a system of coefficient influence of qualitative
characteristics of land on its price. In case of deviation of quality of agricultural lands
from a reference or previous indicator, it is recommended to automatically revaluate

the value of the land based on the previously developed algorithm.
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UAVs are able to collect and provide information on the relief features, quality
of soil cultivation, determining the level of field damage by pests and weeds, the
amount of moisture in the soil, seeds and crop losses, calculating density of
agricultural crops germination. Along with data on the geographical and
administrative location of the evaluated land plot, it is appropriate to provide dynamic
analysis of change in the economic utility of land. Each factor should be assigned

with corrective coefficient that affects the fair evaluation of land.
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Information on the qualitative characteristics of agricultural lands received from
the UAV, should also be reflected in the primary documents of land accounting. All
forms of primary documents should be supplemented with details to disclose detailed
information on the specific characteristics of each fragment of land. The specification
of qualitative characteristics will allow accounting and management specialists to
operate with reliable information on the actual and potential value of land.

It is also advisable to send quality indicators of land to geocadastre with the
purpose of state control and further passportisation of agricultural lands. Issue of
electronic passport for each land fragment will allow democratize land relations
between lessors or the lessees. The access of lease land market participants to the
passport will give an opportunity to reliably determine the influence of the agricultural
enterprise on the value of land plots and the amount of lease payments. The state
has a mechanism for operational control over the efficiency of land recourses use.

2. Automation of agricultural works accounting. Costing of the prime cost
of agricultural crop production involves accumulation of expenses per costing unit.
During the preparatory work before the end of the production cycle the enterprise has
to apply effective costing units. Costing of prime cost is advisable attach to the
cultivated land area [10, c. 69]. The aerial identification is possible with considerable
detail of the area of the investigated land that in comparison with the conventional
cadastral hectares provides significant reliability of land accounting. The enterprise
has an opportunity to use a detailed costing unit for more efficient accounting of the
prime cost of agricultural products.

Initially, based on information obtained from UAV, it is possible to reliably
determine the need for planting material and fertilizers. According to the normative
indicator of expenses per unit area of cultivated land, the need for seeds and mineral
fertilizers is determined. After obtaining more precise data on the state of soils and
the relief of land plots, the processing of which has been planned, it is advisable to
automatically form electronic primary documents: “Consumption of seeds and
planting material certificate” and “Use of mineral, organic and bacterial fertilizers and
means of chemical plant protection certificate”. The formed primary information is
communicated to the materially responsible persons and production personnel [11].

The persons responsible for the storage of inventory items, on the basis of

accounting information, transfer the planting material and fertilizers to perform
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agricultural works. In the automated accounting system, the marks on the issuance of
inventory items are stamped that is the basis for the formation of the corresponding
entries in the accounts of cost accounting.

Similarly, it is recommended to carry out the fuel and lubricants consumption
records. For the reliability of accounting, it is absolutely necessary for agricultural
machinery to complete the cultivation of the full fragment of the land plot. The need
for fragmented completeness is explained by the organization of fuels and lubricants
accounting in accordance with the cultivated land plot area.

According to the information on the geometric size of the land fragment, it is
possible to write off fuel expenses for the operation of agricultural machinery.
Accounting for the work of machines and mechanisms involved in the cultivation of
land, taking into account the size of the cultivated area allows establishing effective
control over the expenses of the enterprise.

Costing unit — is a “square meter” in accounting of expenses for fleet
functioning and equipment for agricultural purposes is more optimal for reliable
costing, compared to the “kilometre of distance travelled” or “reference hectare”.
Meter, which is designed to determine the distance covered by agricultural
machinery, ignores peculiarities of field works. For example, for different types of
crop, technology has to perform repetitive maneuvers in a particular land area or
cultivate a plot of land area for several times. In a single working day, machinery and
equipment can be used to cultivate the land where different plant species are sown.
Also, there might be cases of official abuses by drivers aimed at fuels and lubricants
acquisition or performing works outside the production task to obtain undue benéefits.
The use of the “reference hectare” is associated with an approximate definition of the
cultivated area without taking into account the relief, geographical and agrotechnical
conditions. Therefore, accounting for fuel and lubricant consumption in proportion to
the distance travelled or to the cultivated area gives an average indicator that
significantly distorts the actual prime cost of agricultural works.

To ensure the accuracy of calculating prime cost of preparatory and field
works it is advisable to conduct cost accounting in accordance with the cultivated
area. Depending on the need to cultivate each fragment of a land plot it is possible
predict expenses of fuel and lubricants for the involved agricultural fleet. According to

the established norms write-off of fuel and lubricants for industrial purposes is carried
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out. Instead, it is advised to reflect the expenses associated with equipment arrival to
the place of production tasks execution it is advised to reflect as a part of overhead
expenses.

An interesting option is the opportunity to establish a link between awarding
employees who work on agricultural equipment and the land plot they cultivate. To
increase labor productivity during the intensive period of field works, it is advisable to
set additional payment for each land fragment with completed production works.

In the automated accounting system, it is desirable to provide for the
possibility of automatically charging additional payments to employees for the works
performed [13, c. 307]. It is possible to automatically charge additional incentive
payments to the basic salary, which are based on information from the UAV. The
employee receives a material incentive to optimize the activity.

Thus, a significant level of reliability for calculating the prime cost of works
performed per square meters of the cultivated land is provided. Unmanned aerial
vehicles can make detailed maps of land cultivation, which gives possibility to predict
and optimize material expenses for the implementation of preparatory and field
works.

3. Automation of regulatory accounting. Since the agro-industry is chara-
cterized by a significant time lag between the beginning and the end of the cycle,
most agricultural enterprises apply the principles of regulatory accounting in order to
determine the cost of manufactured products or works provided.

The organization of regulatory accounting provides for the possibility of
calculating the prime cost of production (works, services) until the production cycle is
completed. Deviation from the norms can be identified in automated way, which
ensures proper control over the production expenses of the enterprise. In the case of
permanent significant deviations, it is necessary to revise the cost norms. To analyze
the deviation from the normal production process and influence the prime cost of
production, it is advisable to use the information obtained from the UAV.

Aerovisual identification allows predicting crop yields. Growth or reduction in
yield directly affects the prime cost of production. Calculating the prime cost of
production involves determining the proportion of total production expenses
attributable to the costing unit of the finished product. As a consequence, reduction in

the volume of products produced leads to increase in its value. At the same time, in
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order to maximize yield, an agro-industrial enterprise can incur additional expenses,
which will cause prime cost increase.

Initially, based on the information from the UAV on the density of the seeds
germination, it is expedient to automatically predict the prime cost of production. If
the planting material shows insufficient growth rates, a decision may be made to re-
sow the fragments of the cultivated land area or to additionally use starting fertilizers.
In both cases, depending on the land size, which requires repeated cultivation, it is
possible to automatically determine the amount of unpredictable production
expenses. The emergence of additional expenses for seeds or fertilizers leads to a
deviation from the norms for the cultivation of a certain type of crop. It is advisable to
automatically identify the fact of deviation from the norms, which requires a further
revision of the value of the finished product.

Similarly, analysis of aerial indices climbing allows you to monitor the
conditions of growing agronomic crop production. Based on the data on deviation
from the norms of cultivation, it is expedient to automatically determine the amount of
necessary fertilizers to stimulate plant growth. A similar situation is with the crops
damage with pests and fields with weeds. Aerovisual monitoring allows form crop
damage maps to predict the impact on the final yield indicator.

After costings it is possible to automatically write off mineral and organic
fertilizers, plant protection products from the warehouse for production purposes.
Electronic primary documents, records on the corresponding financial accounts are
formed and, most importantly, the production prime cost is adjusted, which is
determined by the normative method. Subsequently, aerial images from UAVs
together with regulatory data will be used to analyze the reasons for deviating from
the norms, making decisions at the tactical and strategic level of management about
the further development of the agro-industrial enterprise.

A natural and anthropogenic factor can also damage the yield. Cases of
natural disasters are frequent that destroy or damage agricultural lands. Also,
significant damages may be caused by accidental or wilful human activity. The size
of the actual damage can effectively be assessed by the UAV. Based on the costing
of the area of damaged crops on each fragment of the land plot, it is expedient to

automatically calculate the cost of the damage. Depending on the causes and



470

culprits, a decrease in yields, the ways in which the events are displayed in the
accounts of accounting differ.

Based on the UAV data and normative accounting of expenses, it is possible
to identify the culprits allowing you to compensate damage with the corresponding
automatic formation of primary documents and accounts.

4. Formation of effective information in the cloud environment. The UAV
sends collected data to the cloud information storage service.

It is advisable to form along with the technical and graphical information also
an array of accounting data valuable for financial and management accounting at
enterprises of the agro-industrial sector of the economy. Information database model
of the automated account management and agricultural enterprise management is
shown in Fig. 2.

Information on the options for organizing accounting using cloud information
technologies has been expanded in the author's article [12]. It is also advisable to
delegate some accounting functions to cloud service. In other words, a significant
part of the operations for the formation of primary documents, evaluation and costing,
preparation of projects of automatic records in the accounting accounts, sending
generalized information to interested users can be assigned to the software installed
on the cloud server. However, relevant computer program accounting software is not
yet in practical use.

Initially, the cloud environment is able to process the primary accounting
information provided by the UAV. It is automatically recommended to create
electronic copies of primary accounting documents. All data to be filled in the
standard forms of documents may be obtained from the technical information on
Aerovisual Land Monitoring. Subsequently, primary credentials may be sent to
enterprise accounting department or be processed in the cloud environment, which

determines the degree of centralization of the automated information processing.
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Sources of accounting and analytical data on the activities of agricultural

enterprises
Geographlc Aero Visual Global Positioning
information monitoring system System (GPS
systems (maps, (Unmanned aerial navigation)

geocadastres, vehicles)

database of

proprietary rights,
etc.)

aVd
&

Database of technical and economic information:

- area of land, - relief - type of soil, - damage by pests, - presence of weeds, -
moisture content of the soil, - level of crops germination, - crops and seed losses, -
human impact on yield, - need for plant material, - need for fertilizers, - need for
crop protection products, - expenses for fuel and lubricants for work equipment, -
basic wages and additional employee benefits

AN
Cloud environment of storage, processing and transmission of accounting
information
v N r N
Management Agronomical
system system

External Financial Planning Internal users of

users of Accounting Management accounting
accounting Control accounting information
information Analysis Budgeting

Fig. 2. Model of information exchange with the database of the automated

system of accounting and management of the agricultural enterprise

On the basis of primary data on the developed algorithm, automatic
estimation, revaluation of land and costing of the cost price of agricultural products
are possible. All accounting operations can be performed automatically by monitoring
of accounting, control and management specialists. Also, the automated accounting
system is able to form drafts of records on the accounting accounts. The employee of
the enterprise will be offered an optimal version of the accounting project. After

authorization is received, the automatic operation will be carried out and updated.
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Information, systematized in the cloud environment can be automatically
distributed through communication channels to interested users. Some information
may be of an executive nature. That is, with the prior consent of the agricultural
enterprise management, automatic operational decisions are made. For example, the
emergence of the need for planting material, fertilizers, plant protection products in
aerovisual supervision triggers an automatic process of their writing off and transfer
to production personnel. The systematization of information on time worked starts the
process of calculating wages. Change in indicators of the state of land and crops
through the forecasting of yields, activates the automatic transfer of production prime
cost.

Reported accounting and management information becomes available to the
responsible and interested parties via the Internet. Thanks to the distributed access
system, each accounting or management specialist receives concentrated
information. In accordance with the access rights, the amount of data received will
vary. Similarly, it is advisable to inform about the activities of the agricultural
enterprise and external users. Thus, communication convenience is provided in the
processes of obtaining, processing and distributing credentials via the Internet in a
cloud environment.

Conclusions. Historically, the achievements of scientific and technical
progress were first introduced in the military sphere. Over time, demilitarization of
technologies for the purpose of active economic use is taking place. Popularity is
acquired by the civil use of unmanned aerial vehicles, including agro-industry.

It is recommended to use data provided by the Aero Visual Monitoring System
in accounting automation in agricultural enterprises.

UAVs can collect and analyze information on area of land, relief, type of sail,
damage by pests, presence of weeds, moisture content of the soil, level of crops
germination, crops and seed losses, human impact on yield, need for plant material,
need for fertilizers, need for crop protection products, expenses for fuel and
lubricants for work equipment, basic wages and additional employee benefits.

Automation is subject to a significant number of operations on the formation of
primary documents, inventory, valuation and costing, preparation of projects for
automatic records on the accounting accounts, sending generalized information to

interested users. All primary documents for agricultural work can be formed
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exclusively in electronic form. Thanks to the UAV, the methodology of precise
farming with detailed fragmentation and inventory of land becomes available, with the
assignment of unique inventory numbers to each land fragment within the entire
geocadastre of Ukraine. Prompt and comprehensive identification of qualitative
characteristics of fragments of land plots allows reliably determine the fair value of
land. When the state of lands is changed, an automated revaluation of their value is
possible. Similarly, on the basis of regulatory accounting, it is advisable to monitor
deviations from the norms of expenses for ensuring crop yields, which will allow them
promptly adjust their prime cost.

Collected and processed data are recommended to be sent to the cloud
storage service. Based on primary documents, it is possible to automatically perform
accounting procedures for processing accounting information. Reported accounting
and management information is available through the Internet to internal and external
users. Thanks to the distributed access system, each user will receive concentrated

and dosed information necessary for making managerial decisions.
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AHoTauifA: PO3KPUTO OCHOBHI YMOBU (POPMYBaHHSA perioHanbHOro pPUHKY

oPUONYHUX nocnyr YkpaiHu. 34iMCHEHO MOPIBHAHHSA nNapameTpiB pPO3BUTKY Ta
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JYHKLIOHYBaHHS PUHKY HOPUOWUYHUX MNOCIYTr perioHanbHOro Ta HauioHanbHOro piBHS B
YkpaiHi. [ocnigkeHo cyTb Cy4aCcHWX MeTOAOSOriYHMX niaxoniB A0 opMyBaHHS
perioHanbHOro penyTauiiHOro PEenTUHrY PUANYHUX KOMMAHIN Ta PO3rMSHYTI iXHi
ocobnmeocTi. [lpoBeaeHO ceMaHTUYHMUIA aHarni3 Ta COOPMOBAHO MaTPULIIO KpUTepiiB
penyTauinHoro penTUHry puandHmMx ipmMm OCHOBHUX PEUTUHIOBUX OUPEKTOPIN.
Knroyoei crnoea: perioHanbHUA PUHOK, OpuaMYHa nocrnyra, penyTauiniHun

PEUTUHT, opnamMyHa KoMnaHisi, agBokKaTCbKa OiSNbHICTb.

. BCTYN

CyyacHa perioHanbHa eKkoHOMika BMMarae po3BUTKY B KOXHOMY perioHi cdepu
HaZlaHHA PUANYHUX NOCIYr, Sika 3a PaxXyHOK BMCOKOKBanidpikoBaHUX Kaapis, PisHO-
MaHITHOCTI opraHisauiHo-NpaBoBUX OOPM, BUBAXKEHOIO KOHTPOSIO Ta HOPMATUBHOIO
perynioBaHHs 3 60Ky aep)kaBn 3abe3nevnTb B3aEMO3B 130K MidK perioHanbHUMN pUH-
Kamn, cnpustume oopmMyBaHHIO HOPMaTMBHO-MPABOBOro 3abe3neyeHHs couianibHOro
Ta eKOHOMIYHOro cepeoBULLa PEerioHy, PUOMYHO 3aKpINUTL «rpaBusia rpu» Ha peri-
OHaslbHOMY PUHKY Ta JaCTb MOXIMBICTb CrigKyBaTW 3a IX JOTPUMAHHAM i HapewwTi
3a6e3neynTb IPUONYHMUX 3aXUCT HACENEHHs PerioHy Ta CyB’ekTiB perioHanbHOI eko-
HOMIKWN.

PuHOK topnanyHmx nocnyr nocigae ocobnuee micue B €KOHOMILi perioHy — BiH
3abe3neyye yHKUIOHYBaHHS Ta B3aEMOAi0 CUCTEMM pPErioHaNbHUX PUHKIB, 1X iHTEr-
pauilo B CBITOBUW Ta HauioOHaNbHUA PUHOK. TOMy Ans MOro edpeKkTUBHOIO (OYHKLIOHY-
BaHHA HEOOXiaHUM € POPMYyBaHHSA CTIMKOT CUCTEMM PErynoBaHHA Ta ynpassliHHA po-
3BMTKOM MNP Y3ro4KeHOMY BMKOPUCTAHHI iIHCTPYMEHTIB AepXKaBHOro, perioHanbHoro,
PUHKOBOIO Ta camoperyroBaHHsA. HegocTaTHin piBEHb PO3BUTKY PUHKY HOPUOUNYHUX
nocnyr B perioHax 3yMOBIIOE OPUANYHY He3axXMLLEHICTb Ta lopuanyHy GesrpamoT-
HICTb HaceneHHs Ta npeacTaBHUKIB Bi3HECY, 3pPOCTaHHS PIiBHSA KOPYMUil, 3HMXKEHHS
[OiNoBOI aKTUBHOCTI, NornmbneHHs npobnem (PyHKUiOHYBaHHA Ta B3aeMOAil cuctemm
perioHanbHNX PUHKIB Ta IX HEeEKTMBHY IHTerpauito B HaLioOHanbHUM Ta MiKHapoa-
HUW PUHOK.

CTaHOBMEHHS PUHKY IOPUANYHUX MOCAYr € OAHIEI 3 rONIOBHMX O3HAK LMBINi30-
BaHOro CycninbCTBa, BUPILLANbHOK NepeayMoBol CTabinNbHOCTI PpO3BUTKY €KOHOMIY-
HOI CMCTEMW Ha 3arafibHOHaLioOHaNbHOMY Ta PerioHaslbHOMY PiBHSIX, rapaHTye y3ro-

KEHICTb pecopM B YKpaiHi 3i cTpaTeriyHMmMm npioputeTtaMmm po3BUTKY Ta MOLEPHI-
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3auii €sponencbkoro Cotody. Lle 3ymoBntoe HeObOXiaAHICTb HAyKOBOrO BUMBYEHHS MU-
TaHb, NOB’A3aHMX i3 PO3POOKOID OpraHi3auiiHO-eKOHOMIYHUX MeXaHi3amMiB bopMyBaH-
HSA Ta PO3BUTKY perioHanbHOro PUHKY HPUAMYHUX NOCAYr HA OCHOBI HAsBHMX OOCHi-
[PKEHb, y3aranbHEHHS BITYM3HAHOMO Ta 3apybixkHOro gocsigy.

HesBaxatounm Ha OypxnuBuMii PO3BUTOK B OCTaHHI ABa AECATUPIYYS, PUHOK
OPUANYHUX NOCNYr TaK i He OTpUMaB MOBHOLIHHOIO TEOPETUYHOro Ta MeToLONOoriY-
HOro OBr'pyHTYBaHHSA B yKpalHCbKiA HaykoBin niTepatypi. CyTTeBOO npobnemoto €
iHpopMaLiiHa 3aKpUTICTb PUHKY, BE3CUCTEMHICTL 3aKOHOOABCTBA Y ranysi perynto-
BaHHA OiSNbHOCTI opraHisaui Ta isnyHux ocib, siki HagaTb PUANYHI nocnyrn. 3
iHWoOro 60Ky, B OCTaHHI POKM CMOCTEpiralTb 3Ha4YHE 3POCTaHHSA MONUTY Ha npodge-
CiMHI topuanyHi nocnyrn 3 60Ky disanyHMX Ta puanYHMX ocid. BHacnigok uboro Bu-
KOPUCTaHHS npoueaypy NpoBedeHHs creuianbHUxX gocnifXeHb 3abe3nevnTtb CTBO-
PEeHHs1 06’eKTUBHOI iHGopMaUinHOi 6a3n ansa opMyBaHHA cucteMn 3abesneyeHHs
e(eKTUBHOro (PyHKLUiIOHYBAHHA perioHaribHOro PUHKY HOPUANYHUX NOCNYr 3a AONOMO-
rol0 BUKOPUCTAHHA OBrpyHTOBaHUX pekoMeHaauin LWoao CUCTEMHOIO BUKOPUCTAHHSA
CYYaCHUX MapPKETUHIOBUX IHCTPYMEHTIB Y NPaKTULi perioHanbHUX PUANYHUX ipM

Ta NPaKTUKYH4nXx IOpVICTiB

Il. PAHOK HOPUOUWYHMX NOCNYr YKPAIHU B HALUIOHANBHOMY TA
PEMNOHAJIIbHOMY MACLUTABAX

HocnigkeHHa ocobnmBocTen OOPMyBaHHSA Ta PO3BUTKY PerioHanbHOro PUHKY
IOPUANYHUX MOCAYr Yy Cy4acHUX ymoBax nepeabadae BUKOPUCTAHHSA CUCTEMHOrO Mig-
Xo4y nNpW BU3HAYEHHI OCHOBHWMX YWMHHMKIB, SAKi BMANMBaKOTb Ha Le couianbHOo-
€KOHOMIYHEe YTBOpPEHHS. PerioHanbHUn PUHOK HPUANYHUX NOCNyr 3 ogHoro GoKy €
NiACUCTEMOKO 3aranbHOHALUIOHANbLHOIO PUHKY HPUANYHUX MOCAYr, 3 IHWOro — BXO-
OUTb Y CUCTEMY perioHanbHUX PUHKIB, SIBASIOYUCH NPU LbOMY CKNagHO CTPYKTypoBa-
HOO, BiJOKPEMIIEHOK CUCTEMOID, sika XapaKTepu3yeTbCs COKyCOBaHUM Teputopia-
NBbHUM KOHTYPOM, NEBHOK 3aBEPLLUEHICTIO, | TOMY MOXe A0CNigpKyBaTUCA aBTOHOMHO,
Xo4a i 3 NeBHO YaCTKOK YMOBHOCTI.

[emMokpatmsauis Ta npoBegeHHs NOMITUYHUX, couialibHUX Ta PUHKOBUX pe-
dopM MOXYTb BYTK yCniWHUM nvLle B TOMY BMNaAKy, SKWO BOHM ByayTb GasyBaTUCh
Ha edeKTUBHIN npaBoBi 6asi Ta Ha PO3BUHYTIN MNPaBOBIN CBIQOMOCTI rpOMagsH.

CTaHoBnEHHs Takoi NPaBOCBIAOMOCTI HEBIAAINbHE Bid PO3BUTKY NMOBHOLIIHHOIO PUHKY
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OPUANYHUX nocnyr, (OOPMyBaHHA Ta (PYHKUIOHYBAHHA SAKOro Mae psa nepenoH
NOB’A3aHUX 3 TUM, O «MPaBO [0 LbOro Yacy noku Lo He 3anHANO HanexXHoro Micud
KW, O TaKOX MOB’A3aHO 3 BiACYTHICTIO BipM Y MOXIMBICTb 3aKOHHUM LUSIAXOM AOCSr-
TW BULLOIO XUTTEBOrO PiBHSA, MQHOro cTaHoBULWA Yy cycninbCcTBi» [1, . 57-61].

Ha pgaHun 4ac Ha pUHKY HOpUOMYHUX MOCYr YKpaiHW akTUBHO CTBOPHKTLCHA
HOBI OpraHi3auiHi CTPYKTYpu: afgBoKaTcbki dipmu, O10po, NpmuBaTHI topUaANYHI hipmun
Ta HoTapiycu. Tak, 3a gaHumu xypHany «tOpuandHa npaktuka» 30% topnanyHmnx
dipm 6ynun ctBopeHi 3 kiHuga 80-x - 90-x p., a neBoBa 4acTka dipm — 63 % 3 2001 p.
no 2008 p. MNMpu ubOMy, YacTka HOBUX KOMMNAHIW, WO BUALLMN HA PUHOK OCTaHHIX ABa
poku, cknana 7%. [2, c. 104].

3a OCTaHHi pOKM NpeAcCTaBHMKM EKOHOMIYHOMO CEKTOpPY Ta HacemneHHs
M. YepHiBuiB Ta YepHiBeubKkoi obnacTi Bupobunu cTinke pauioHanbHe CTaBfeHHsA 40
HOPM npaBa Ta (OYHKUIOHYBaHHS iHCTUTYTIB npaBoBoil cuctemu. [aHi psgy gocni-
OKEeHb JEMOHCTPYIOTh, WO BCe Binblua YaCcTuHa HacerneHHs cxuribHa 6aynTun B 3aKo-
HaX OiEBUM IHCTPYMEHT 3aXMCTY CBOIX NpaB i BiACTOIOBAHHA CBOIX iIHTEPECIB. 3 iHLWOro
GoKy, NpaBOBUI HiIrini3m i Hagani 3anUWaeTbCa AOCUTb CTiIMKUM aTpUByTOM MacoBoOi
cBigomocTi cnisrpomagsaH. dopmm gaHoro beHOMeHy MOXyTb OYyTWU PisHMMW, OfHaK
BOHW MpPOSIBASAOTLCA, KONW iHTepecu rpoMagsH (06’eKTMBHO Yn cyb’eKTMBHO) BCTyna-
I0Tb B MPOTUPIYYSA i3 3aKoHOM. Y nofibHux cutyauisx GinblwicTb nogen (3a ix Bnac-
HAMW BUCMOBIIOBAHHAMM) BBaXartTb MOXIUBMM B Til UM iHLWWIA Mipi irHOpyBaTn BU-
MOTrM 3aKOHIB.

[MOpPIBHAHHA CTPYKTYpU pPerioHaribHOro Ta HauioOHaNnbHOro PUHKY HPUANYHUX
NoCnyr NoKasye, Lo nepeBaxkHa YyactTuHa — 75% KnieHTiB Ha piBHI perioHy — cknagae
HaceneHHa M. YepHisui Ta obnacTi (puc. 1), y Tor 4ac K B LinomMy no YkpaiHi HagaH-
HS IOPUAOMYHUX NOCHYr HaceneHHo cknagae Bcboro 8% 3aranbHOHaLUIOHaNbLHOro pu-
HKY (TYT nepeBaxaloTb MOCNyrn yKpaiHCbKUM Ta iHO3eMHUM PUAMYHUM ocobam —
44,8% Ta 42,9% BignosigHo) [2, c. 108].

Ha perioHanbHOMY piBHi HagaHHS LOPUOMYHOT AONOMOrM PUANYHMM ocobam
cknagae Bcboro 13%, xo4ya 3a OuiHKaMW PecrnoHAEHTIB Y HaNbNMXKYNN Yac AaHUN
cekTop Oyae OeMOHCTpyBaTh TeHAeHUio A0 36inbweHHA. HagaHHa nocnyr y pamkax
MDKHapOAHOT cnisnpaui rpnanyHnx gipm perioHanbHOMY piBHI HOCUTb NOOAUHOKMUIA

XapakTep i cknagae He3HauHy 4YacTky (puc. 1).
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IOPUANYHI TOCIYTH
cy0'ekTam

T AMPUEMHHUIIBKOT

nmisuieHOCTI; 13%

T~

inme; 6%

FOPUIIUYHI TOCTYyTH
TPOMAaJICEKAM
opranizarism; 2%

FOPUINYHI TOCTYTH
JepKaBHUM
ycranosam; 4%

FOPUINYHI TOCTYTH
HacelleHH10; 75%

Puc. 1. CTpyKkTypa pMHKY IopuanyYHMX nocnyr YepHiBeubkoi obnacTi

3a OCHOBHMMM KIliEHTaMM (3a ouiHKaMu pecrnoHAeHTIB), y %

Mopain perioHanbHOro PMHKY 3a OCHOBHUMM KiEHTaMu BM3Ha4vae i cneuianisa-
Lit0 nonuTy Ha puaudHi nocnyrm no M. YepHiBui Ta YepHiBeubkin obnacTi. Tak,
HanbinbLly YacTKy cknagatoTb MOCMAYrY WOAO 3axXUCTy iHTepeciB (Pi3nyHMX Ta topu-
AndHnx ocib y cdepi umsinbHoro npaesa — 77,3%; HagaHHA LPUANYHOT AOMNOMOIM Bif,
KpMMiHanNbLHOro nepecnigyBaHHa 3aiMae apyre Micue y CTPYKTypi cneuianisauii peri-
OHarbHOrO PUHKY topuandHNX nocnyr — 40,9%. [JocuTb CyTTEBOKO € YacTka puand-
HUX NOCNYr NO 3aXUCTY IHTEPECIB (i3UYHMX Ta OPUANYHMX OCIO Y aaMiHICTpaTUBHMX
cnpaBax Ta Nocnyr no 3axucTy iHTepeciB rpoMagsH y cpepi TpyAoBOro npasa Ta co-

LianbHoro 3abeanedeHHsa — 18,2% T1a 13,6% BignosigHo (puc. 2).

iHIII TIOCITYTH; i
MOCIyTH MO0 18 2<Vyr ; noCITyrH Bin
oprauizarii i 770 KPHMIHATBHOTO
cynpooxy OizHecy; TIepeCIiIyBaHH;

9’ 1 % 40,9%
MOCIIYTHU IOAO0
3aXUCTy iHTEepeciB
rpoMaJisiH y chepi
TPYZOBOTO IpaBa Ta
COLIJIBHOTO
3a0€3MCUYCHHS,
13,6%

TIOCITYTH I0/10
3aXHCTY 1HTEpeCiB
¢biznuHKX Ta
IOPUANYHHX 0Ci0 Yy
aJIMIHICTPaTHBHUX

HOCIYTH L0J0
3axXUCTy iHTepeciB
¢hi3nuHKX Ta
IOpPUANYHHX 0Ci0 y

cdepi IUBLIEHOTO CrpaBax;
1IpaBa; 18,2%
77,3%

Puc. 2. CTpykTypa cneuianisauii puHKY ropuaMyHux nocnyr YepHiBeubKoi

obnacri (3a BignoBiaAMu pecnoHaeHTIB), Y %
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KritoyoBuMK cneuianizauisMum Ha HauioHanNbHOMY PiBHI ABMAKOTLCS KOopropaTu-
BHE npaBo (4na 75 % wopuanyHnx ipm 3aranbHOHaLUIOHANbHOrO piBHSA); GaHKIBCbKe
Ta iHaHcoBe npaBo — 56,3%; nogaTkoBe NpaBO Ta PUAMYHI NOCAYrN Yy ranysi He-
PpyXOMOCTi, 3eMni Ta byaiBHMLTBa € OQHAKOBO BU3Ha4YanbHUMu ansa 46,3% Benukux
topnandHmnx gipm [3]. Y ToM Yac sk KpuMiHanbHe Ta UuMBinbHE npaso, Wo 3abesnedy-
I0Tb BM3Ha4arnbHUM BNSIMB HA POPMYBaHHA OOXOAIB perioHanbHUX PUANYHUX ipM
Ha PWHKY M. YepHiBuiB Ta obnacTi, y CTPyKTypi cneuianidauii HauioHaNbLHOIO PUHKY
MatoTb npioputeT nuwe ana 15,6% T1a 9,4% Benukux IpuanyHUX KoOMMaHin Bigno-
BiOHO.

AHaniz TepuTopianbHOI CTPYKTYPU PUHKY OPUANYHUX nocnyr YepHiBeubKoi
obnacTi cBigYMTb NPO AOMIHAHTHE 3HA4YeHHs1 0BnacHOro LEHTpY, skui 3abesnevye
peanisauito MeTpononinHNX (PyHKUiM OaHOro perioHanbHOro PUHKY, OCKISTIbKW nepe-
BaxkHa OinbLwicte — 75% opManyHMX nocnyr, WO HagalTbCA B perioHi 3abesnedy-
IOTbCA OpUCTaMu Ta PUONYHUMK  bipMamK, SKi PYHKUIOHYOTbE Yy M. YepHiBLi
(pwnc. 3).

3a MEKaMH inmre; 4%
obmnacri; 6%__
v

3a MeXaMu
micra; 15%

Mmicro; 75%

Puc. 3. MeTpononiiHa cnpsiMOBaHiCTb CTPYKTYPU PUHKY HOPUANYHUX NOCHYr

YepHiBeubKol obnacTi (3a BignoBiaasMu pecnoHaeHTiB), y %

AHanisyloun TepuTopianbHy CTPYKTYpY MpaBOBOro Kommnmekcy YkpaiHu, mMu
MOXEMO crocTtepiratv 3Ha4yHUn gucbanaHc, SkMi Takox 3abesnevye 4iTKy peanisa-
Lito MeTpononinHoi dyHKUii cTonuui. BinblwicTe HAaNGINbWKNX OPUANYHUX hipMm 30ce-
pemkeHa B M. Kuesi. Lle 3aKOHOMIpHO, OCKIifbKM TYT 3HaXoOATbCS LiEeHTpasibHi OpraHu
BNaguv Ta BULL CyAOBi iHCTaHUil, TYT BaXIuMBI KMIEHTU, BULL roHOpapu. Hepo3BuHeHa

Mepexa odiciB HpMANYHNX KOMMNaHIA Npu3Bena 4o Toro, Wo Npu nigpaxyHKy KOMaH-
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OHOro KpUaNYHOI iHOEKCy, B pamkax 15-25%, saknin BU3Ha4ae OCHOBHI KOMaHAHI LieH-
TPW, HE BUSABWIOCS XOAHOIO MicTa, OKpiM CTOnMYHOI meTpononii. WTab-kBapTupm
OEKINbKOX BESTMKMX IOPUONYHUX KOMMaHin po3tawoBaHi B M. Oaeci Ta M. XapKoBi BU-
BESIM daHi MicTa Ha piBeHb Mannx KOMaHOHUX OPUOVNYHUX LIeHTpPIB. Takox cepen Ko-
MaHOHUX OPUOUYHUX LEHTPIB, SKi po3nodanu CBOE (POPMYBaHHS MOXHa BUAINUTH
M. J1bBIiB, KM 3@ KOMaHAHUM IHOEKCOM Yy JaHOMY CerMeHTi HabnmxkaeTbca O Manux
KOMaHAHWUX LeHTpIB. ICHyo4i gncnponopuii B JaHOMy CEKTOpPi MOXe 3MIiHUTU BigKpUT-
TS HOBUX odpiciB y JIbBOBI , a TakoX NigknoveHHa 0o mepexi dHinpa. BHacnigok He-
PO3BUHEHOT MepeXxi oiCiB Ha perioHanbHOMY Ta JIOKanbHOMY PiBHI 4iNoOBi 3B'3KM Ha
PUHKY HOPUAMYHUX MOCIYr He MpOCTEeXylTbCHA. Ha HauioHanbHOMY piBHI BCi MOTOKM
NPOXOAsATb Yepe3 CTONULIKD, OCHOBHMMW Hanpsmkamn 3B’a3kiB € Opgeca, XapkiB i
JlbBiB [2].

CnoxuBaui opnanyHUX Nocnyr, siki MatoTb TOM YM iHWWKW O0CBI4 3BEPHEHHS A0
HagaBadiB LMX NOCNyr, NEBHOW ysBnATb cobi cneundiky pobotn agsokaTtiB. OgHak
Yy MacoBiil CBIQOMOCTI HaBiTb L€l YaCTUHM HAaceneHHs CNPUNHATTA OiANbHOCTI agBo-
KaTiB Ta OPUCTIB Nnignagae nig BnavB cTepeoTunis i Kriwe, cdhopmMoBaHUX Mac-megia.
BuHATOK cTaHOBUTL OyXe By3bKka rpyna CnoXXuBadiB HOpPUOUYHUX NOCNYT, AKi MalTb
A0CBig4 0CcOBUCTOro 3BEPHEHHSA 40 NOCNYr aaBokaTa abo rpuanyHnx gipm [3].

YCTaHOBKN NOTEHUIMHNX KMIEHTIB BIQHOCHO creundikm aaBoKaTCbKol AisnbHO-
CTi, 6araTo B YoMy I'PyHTYIOTbCS Ha cTepeoTunax, wo gpopmytotbca 3MI, a Takox Ha
AyMKax, WO cKnagarTbCa Nif BNSMBOM iX BlaCHOro pedepeHTHOro oToveHHs. [omi-
HyBaHHS MepepaxoBaHuX mxepen iHopmauil npn opMyBaHHI CUCTEMU YSBMEHb
rpoMagsH nNpo pobOoTy OPUCTIB Ta agBoKaTypu NiATBEPAXYE HEOobXiaHICTb dopMy-
BaHHSA GinblU e(peKTMBHOI KOMYHIKaLii agBoKaTCbKOT Ta OPUAMYHOI CNiflbHOTK 3 NoTe-
HUIMHUMW KNiEHTaMMW.

Mpu ubOMy aHani3 pesynbTaTiB ONUTYBaHHA BKa3ye, WO nepeBaxHa binbLuicTb
iHpopMaU,ii, WO CTOCYETbCA MPOCYBaHHSA aABOKATCbKMX MOCAYr Ha perioHasibHOMy
PUHKY YepHiBeLbKkol obnacTi cnpsiMoOBYETLCA Yepe3d 0cobMCTi HedbopmarnbHi KOMYHi-
KauivHi kaHann (puc. 4). Tak, onuTaHi pecnoHOeHTU BBaXatoTb 0COOBUCTI pekoMeHaa-
Uil Ta BUKOPUCTAHHS Bi3UTOK HanBiNbll e(PeKTUBHUMIN KOMYHIKaLiMHAMKW KaHanamm —
81,8% Ta 59,1% BignosigHo. 13 HeocobMCcTUX 3acobiB NPOCYBaHHS OPUANYHUX NOC-

nyr y m. YepHiBui Ta obnacti npeacTaBHUKM OPUANYHOI CMiNbHOTU HagalTb NepeBa-
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ry 30BHiWHin peknami (40,9% onutaHmx) Ta PO3MILLEHHIO PEKNaMHUX MOBIAOMIEHb

Ha perioHanbHux TPK (31,8%).
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Puc. 4. Hanbinbw ecekTUBHIi cnocobu nowmpeHHs iHcopmauii

Nnpo aABOKaTCbKi NOCMyru (3a pesynbTataMu ONUTYBaHHA PeCNOHAEHTIB), y %

BukopuctaHHsa MOXNMBOCTEN IHTEPHETY SIK NepCrnekTUBHOro KaHany ans no-
6ynoBu epekTUBHOT KOMYHIKaLil 3 MOTEHLUINHO KMiEHTYpoto posrnsagae Tinekn 18,2%
ONMUTaHMX PECMOHAEHTIB. Xo4a LaHMA HanpPsIMOK KOMYHIKALiMHOro 3B’A3Ky A4A€E MOX-
NUBICTb OpUANYHUM hipmam M. YepHiBui Ta obnacTi cTBOpUTU €PEKTUBHY CUCTEMY
NPOCYBaHHS BMACHUX HOPULOUYHUX MOCAYr He TifbKNU 3 MOTEHUIMHUMMK KIiEHTaMn Ha
perioHanbHOMY PiBHi, a 1 B NOA4anbLLIOMY CTBOPUTU NepeayMoBU ANS OXOMNSNEHHS Kni-
EHTYpPW Janeko 3a Noro mexamu.

XapaKkTepHOK PUCOD CMIPUNHATTS MNOTEHUINHUMK KNiEHTaMW OisnbHOCTI afBo-
KaTiB € X MepeKkoHaHICTb y «0cobnmBoMy» CTaTyCi agBOKaTypu SK Hagasada ropuau-
YHUX nocnyr. poMagsaHn, Wo He BOMOAiTb AOCBIAOM 3BEPHEHHS 3a HOPULOUYHOKD
A0NoMorot, ayxe cnabo andepeHLUitolTb opraHiszauii, aki HagalTb PULNYHI Noc-
nyrn HaceneHHw. MNMeBHOK MipOo LbOMY CNpUSIE CUTYaLid, sika 06’€KTUBHO cknanacs
Ha perioHanbHUX PUHKax PUOUYHUX NOCNYr, SKiM BRnacTmei criabka CTpyKTypoBa-
HICTb MpoNo3uLii, HeJOCTaTHIM piBeHb iHPOPMALIMHOMO OXOMMEHHS HaceneHHs, Big-
CYTHICTb YiTKMX KOMYHIKaLiNHMX MeXaHi3MiB B3aemMofil opraHisauin i LinboBux ayam-
Topin rpomagsaH. Cepen daxiBuiB, WO NpaUoTb 3 HACENEHHAM, NPeACTaBHUKN ag-

BOKaTypu CHpMVIMa}OTbC‘;I rpomMmagdaHamMmm 4aK npegcraBHUKM €O0UHOIO npocbeci|7|Horo
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CMiBTOBAPUCTBA, LLO € 3anopyKoto iX BinbLl BUCOKOro NpodeCinHOro ctatycy Ta sikoc-
Ti HagaBaHWX NOCHyr.

LLle ogHUM i3 CTiNKMX CcTepeoTmniB, WO XapakTepusyloTb poboTy agBokaTypu €
NnepeKkoHaHHSA YaCTUHW PECrnOHAEHTIB B TOMY, LLIO FOSIOBHUA efleMeHT AisinbHOCTI aj-
BOKaTiB — Le Bi3Hec-cknagoBa, sik HacnigoK, aaBoKaT HanMbINbLUOK MIpOKD, HiXK iHLLUI
KaTeropii HagaBadiB PUOMYHUX NOCNYT, 3auikaBneHnn B OTPUMaHHI MakCMMaribHOro
roHopapy npu MiHimi3auil YyacoBux i opraHisauivHmx BuTpat. Hanbinbw Bu3Havanb-
HAM YMHHUKOM, SIKMIA BNIIMBAE Ha PO3MIp rOHOpapy SBMSETbLCA CKMaaHICTb cnpaswu
(4,14 6aniB 3 5 makcMmanbHO MOXNMBKX). TakoX, 3 KpUTEpIiB, WO BAAMBAKOTb Ha
MOXIMBUW PO3Mip rOHOpapy, Ha AyMKY ONMUTaHUX pPecrnoHAEeHTIB, cnig BuainMTu goc-
Big moro pobotu (3,45 GaniB), penytauito agBokaTa (3,36) Ta piBeHb npodecinHoi
nigrotoBku (3,32) (puc. 5).

4,5

4
35 332

4,14
3,45 3,36
2,5
1,37
1,5 1,27
0’5 i i
0 -~

Puc. 5. PeNTUHr YnHHuUKIB, IKi BU3Ha4alOTb PO3Mip roHopapy 3a BignoBiaamMum

N L W

[u—

CkJaHicTh CrIpaBu

JlocBia qisUTBHOCTI aBOKATA

Pemnyrariist aqBokara

IpodeciiinicTs agBokara

JlepxaBHi HATOPOJIH, BiJI3aKH
MMOYECHi 3BaHHs

HasBHicTh HayKOBOTO
CTyIeHs

pecnoHAeHTIB (B mexax Bia 1 (HanmeHwa) go 5 (HambinbLue) 6ani.)

MpeactaBHUKM OpUANYHUX PIPM Ha 3aranbHOHALiOHaNbHOMY PiBHI 4O BU3HA-
YanbHUX YMHHUKIB, O BMMMBAE Ha PO3Mip roHopapy BBaXakTb OLHKY MPECTMXHUX
MDKHaApPOAHUX Ta BITYU3HAHUX penyTauilHUX PENTUHTIB, AKa SBMSETbLCA CBOEPIOHUM
iHTerpoBaHMM NOKa3HMKOM HasiBHOro 4OCBIAY, BiAMIHHOT penyTauii Ta BUCOKOro piBHSA
npodecinHol NigroToBKN.

Cneujanisauis agBokaTiB y perioHi BU3Ha4YaeTbCA PiBHEM OMNnaTyu agBoKaTCbh-

Kux nocnyr. Tak, 3a AaHMMKM onNuTyBaHHSA y M. YepHiBui Ta obnacti 4o HanbinbLw nep-
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CMEKTUBHUX 3 TOYKM 30pM MOXITMBOI BUHAropoau pecrioHAeHTU BigHecnn KpuMiHanb-
Hi cnpasu (31,8% onutaHux) Ta rocrnogapcbki cnpasu — 13,1% (puc. 6). OgHo4vacHo
HaNMEHLL LiKaBUMM 3 TOYKM 30pYy OTPUMAaHHSA ManbyTHiIX roHopapiB nNpeacTaBHUKM
perioHanbHOI aABOKATCbKOI CMiflbHOTUM BBaXkaloTb KOHcynbTauii — 18,2%; gonomora
couianbHO He3axuleHUM BepcTBaM HacerneHHa — 13,6% Ta Tpygosi cnopy — 9,1%

onuTaHux (pwuc. 7).

KpHMIiHAIbHI CIIPaBU 31,80%

|

KOHCYIIbTAIlii 118,20%
rOCMOAAPCHKHU CIIPABH H 18,10%
JIOTIOMOTa COI[aTbHO
HE3aXHUIIEHUM BEPCTBAM | 13,60%
HaceJIEeHHs
aIMiHICTPATUBHI CTIPaBH H 9,10%
TPY/OBi CrIOpH | 9,10%
UUBLIbHI CIIpaBH H 9,10% [
0% 5% 10% 15% 20%
0% 10% 20% 30% 40%
Puc. 6. PenTtuHr HanbinbLw Puc. 7. PeNTHr HammeHww

BUcCoKoonnavyBaHuUX nocnyr agBoKarta onfnavyBaHuUX nocnyr agBoKaTa (3a

(3a BignoBiassMun pecnoHAeHTIB), Y % BiAnoBiassMuU pecnoHAeHTiB), Y %

lll. POPMYBAHHSA PENYTAUIAHOIO PEUTUHIY PEMNOHANBHUX IOPU-
ONYHUX KOMIMAHIW B YKPAIHI

YBara go penyTtauil akTyanisyetbCsl Yepes HasiBHICTb npobnemun Bubopy ropu-
OVYHOI PipMK YM OPUCTa, SIKa NOCTae nepen NOTEHUINHUM KINIEHTOM | Yepes 3arocT-
PEHHAM KOHKYPEHLIT Ha IOpUaANYHOMY PUHKY YKpaiHu. B ymoBax KOHKYpeHTHOI 6opo-
TbOM, WO6 yTpUMaTUCb Ha PULONYHOMY PUHKY i CTaTU YCNIWHUM, PUANYHI dipMuy
YN OKpeMIi IOPUCTM NOBUHHI Binblle yBarn Npuainati penyTadii Ta il OuiHLi, OCKiNbKM
B OCHOBI BMOOpPY KIrliEHTa, 30KpeMa, NeXxuTb HemaTtepianbHa cknagoBa. 3HayHa Kifb-
KICTb KNi€HTIB 0OMpae CBOro pucTa Ym lpuandHy KOMnaHito came 3a pekomeHaawi-
€10 3HAaNOMMX, OPIEHTYETbCH Ha 3acrnyXeHe Ta nigTpumyBaHe «Jobpe iM’'si», Ainosy
penyTauito NpodecinHOT NpakTUKK, 0COBUCTY AinoBy penyTauito lopuanyHmMx daxis-
UiB, 4iNOBYy penyTauilo KOHKPETHUX 3HAMEHUTOCTEN PUANYHOI NpakTukn Towo. Cy-
YaCHUN PUHKOBUW, MApKETUHIOBUI KITIEHTOOPIEHTOBaHWI NiaXig OO PO3BUTKY topuaun-

YHOT KOMMaHii nepeabadae popmMyBaHHS, NIATPUMKY, PO3BUTOK Ta 3aKpiNfeHHsa peny-
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Tauil opuanydHol dipmMu, iMigXKy OKpemoro rpucta, HoTapiyca, afBokarta cepepf nap-
THepIB, KONer Ta KIieHTiB.

HeBig'emHnMM cknagoBumMn (bopMyBaHHS NMO3UTMBHOIO iMigXKy Ta penyTtauii
topucTa Ha Cy4aCHOMY PWHKY HOPUOMYHUX MOCAYr € NOAAHHA iHpopMaLii Npo BRacHy
AiSANbHICTb A0 BITYN3HAHMX Ta 3apybiKHUX PEUTMHIOBUX MPOrpam, YrIEHCTBO Y Mixk-
HapOAHMX Ta YKPaiHCbKUX NPOdECINHNX OpMANYHUX 06’ eaHaHHSAX (cninkax, acouiali-
AX), y4acTb y MDKHAPOOHUX Ta BCEYKPAIHCbKUX HAayKOBO-NPaKTUYHUX KOHEPEHLisX,
KpYrnmx ctonax, cumnosiymax, nybniyHnx obroBopeHHsix Towo. 30kpemMa, MOXxHa 3
BMEBHEHICTIO KOHCTaTyBaTW, WO NOAAHHSA iHopmaLil B MiXKHaApPOAHI OpUONYHI pen-
TUHIN BXe CTarno HeBiJ €éMHOK YaCTUHOK PO3BUTKY BisHecy ons BinbLliocTi opnand-
HUX bipM, LLO (PYHKUiIOHYIOTEL B YKpaiHi. 3okpema, sk cBigvaTb AaHi BceykpaiHCbKol
pocnigHuubkol nporpamn «50 NpoBIigHUX PUAMYHKUX hipM YKpaiHM» OO0 MiXHapoa-
HUX FOPUONYHNX PENTUHTIB NparHyTb NOTPanNUTN TpWU 3 YOTMPLOX ONUTAHUX HOPULNY-
HUX cpipm. MNepeBaxHa BiNbLUICTb NPOBIAHMX OPUANYHMX bipMm YKpaiHM NnogarTb iH-
dopmauito npo cebe B Taki NPECTMXKHI MDKHAPOAHI PENTUHrOBI OMPEKTOpIl, $K
Chambers [4] Ta Legal 500 [5] (BignosigHo — 85% i 76% onutaHux), NpUNMarTb
yyacTb y pentuHrax PLC Which Lawyer? [6] Ta IFLR[7] (BignoBigHO — 52% i 48%
ONUTaHMX) Ta B OKPeMMX By3bKOCMNeLuianisoBaHUX MDKHapOOAHUX PENTUHTOBUX
anpekTopisax (Who's Who Legal, WTR 1000) Towo [8, c. 116] (puc. 8).

I 55 Chambers

I 76 Legal 500

I 22 Practical Law Company (PLC) Which...
e s International Financial Law Review (IFLR)
e s Best Lawyers International

s Who's Who Legal

W WTR 100

0 20 40 60 80 100

Puc. 8. YyacTb BiTYU3HAHUX OPUANYHUX PipM Y MiXKHAPOAHUX KOPUANYHUX

PEUTUHroBUX Nporpamax
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3a3HayeHi MiXKHapOAHi PenTUMHIM OTpMManu BCECBITHE BU3HAHHA cepeq topuc-
TiB Ta IXHiX KNIEHTIB i BBaXXaOTbCS OAHMMM i3 HanWBINbLL He3anexXHUX OOCMIoKEHb Y
NpaBoOBiN ranysi 3aBOsKW BWKOPUCTaAHHIO nepeBipeHol meTtogonorii. MixHapogHi
IOPUANYHI OMPEKTOopPIl CKNnagaTb PENTUHIN, BPaxXOBYOUM IHpOpMaLto, sSIKy HadalTb
cami puanyHi ipmMuy, a TakoX NPOBOAATL IHTEPB’H0 3 KPUCTaMU, IXHIMU KiEHTaMU,
eKkcriepTamu puHKy.

HanbinbLw nowmnpeHoro 3axigHo IPULNYHOK ANPEKTOPIEID HA PUHKY OpPUaN-
yHux nocnyr € Chamber Europe [4], 9ka po3ano4dana cBok AisnbHicTb B 1999 poui.
KomnaHia Chamber Europe B13Ha4a€e npoBigHUX OPUCTIB Ta HPUOUYHUX PipM YCbO-
ro ceity. Ii meTogonoria nepeabayae aekinbka etanis: Ha NepLIOMy eTani, 34iNCHIo-
eTbCA BIiabip OpManYHMX ipM Ta OPUCTIB 3a ranyssMu npaea; Apyrun eTtan
NMoB’A3aHUI 3 OLIHKOK penyTauii lpuandHnx gipm, sika BU3HAYaAETLCA 3a TakKMMu
KpUTEPIAMI SIK: TEXHIYHI HOPMAaTMBHI NpaBoBi 34iIGHOCTI, AinoBa 3aB3ATICTb, WBMAKE
HagaHHA NOCnyrn, KrieHTCbKe 06CnyroByBaHHsl, €(EKTMBHICTb, MEPKaAHTUIBHICTb,
KOMEPLINHI XUTPOLLi, NpaLboOBUTICTb, LNIECNPAMOBAHICTb,CMIBBIAHOLIEHHS LiHW i AKO-
CTi; Ha TPeTbOMY eTani puanYHI dipmun hopmytoTeca y rpynu (1-6), 3 NpiopuTETHIC-
Ti0 nepuwol. licna onpautoBaHHA pe3ynbTaTiB NPOBeAeHOro AOCiMKEHHS cKnaja-
I0TbCA NiaCcyMKOBI penTuHrn. Lkana penTtnHry nosHavaetbca Big 1 go 6, ge 1 — Haun-
Kpalia rpyna penTuHry, TobTo «nigep puHKy».

[aHnin penTMHr BUKOPUCTOBYETLCS AN OLHKM HanOINbl KPYMHUX, €NiTHUX
dipm, ki, Hanpuknag, B YKpaiHi npautotoTb Yy cdepi BaHKiBCbKOro Ta giHaHCOBOro
npasa, KOpnopaTUBHOIO Npaea, 3NUTTA Ta NOrNWHaHHS, BUPILLEHHS CMNOpiB, TpyaoBe
npaBo, iHTENEKTyarnbHa BNacCHICTb, HEPYXOMICTb, PECTPYKTypuM3aLis Ta 6GaHKpPYyTCTBO.
Tak, Hanpuknag, B PEUTUHry MixkHapoaHoro gosigHuka Chambers Global 2015 poky,
BMCOKI MO3uLii 3aMMae ykpaiHcbka topuandHa dipma Actepc (ogHa 3 HambGinbLUMX
topuanYHMX ipm YKpainum, wo 3 1995 poky Hagae knieHTamMm NOBHU CREKTP Hopuany-
Hux nocnyr. Nepconan 100 npauiBHKKIB, cepen SKUX 65 OPUCTIB), AKa BUCOKO peKO-
MeHAoBaHa B YkpaiHi B cpepax H6aHKIBCbKOro Ta ¢piHaHCOBOro npaea, KoprnopaTuB-
Horo npaea Ta M&A, BMpiLLEHHSA CropiB, peCcTpyKTypu3auii Ta 6aHKpyTCTBa.

BukopuctaHHa 4aHOro penTuHry € NpakTMYHO HEMOXITMBUM 4151 OLHKM BiTYM-
3HSHUX LOPUONYHUX GPIPM PerioHanbHOro PiBHA, OCKINbKU 3MilLyBaHHS Pi3HUX 3a poO3-

MipoM doipM 3HMKYE O0O’EKTUBHICTb PENTUHTY, NUTAHHA aHKET Ta iHTepB'to ByayTb BU-
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XOONTW 3a paMKK NPaKTUKK BinbLUIOCTI KOPUCTIB, 4O TOrO X BApPTICTb PeKNamMHUX Onuin
€ OOCTaTHbO BMCOKOK A5l HECTONMNYHOrO BGi3Hecy.

OOHUM 3 aBTOPUTETHUX MIKHAPOAHUX PENTUHTOBUX HOPULONYHUX OOBIOHUKIB €
The Legal 500 [5], skun 6yB Bneplie onybnikoBaHuin y 1988 poui. 3aBgaHHAM gaHoro
PENTUHTY € BUABMEHHSA NPOBIOHUX IOPUONYHUX GDIPM | KIHOYOBUX eKCnepTiB, AKi npak-
TUKYIOTb Y Pi3HMX ranyssix npasa: GaHKiBCbKOro, giHaHCOBOro, KOpPnopaTuBHOrO, iH-
BECTULINHOIO, NOATKOBOroO, 3MUTTA Ta MOrMUHaHHA, BUPILWLEHHSA CMopiB, iHTeneKkTya-
NbHOI BRacHocTi, HepyxoMocTi. CepinHe BugaHHs The Legal 500 Hagae HanbinbLu
MOBHY N TOYHY iH(popmauito Npo opmuanyHi gipmn Ginb Hix 3i 100 kpaiH CBIiTY | BU-
KOPUCTOBYETLCA HOPUANYHUMU | NpUBATHUMKN 0cobBamMu, KOPNOPaTUBHUMM FOPUCTAMMU,
KepiBHUKaMW, (PIHAHCOBUMU OUpPeKTopaMn i NPORECIMHUMN KOHCYNbTaHTaMu, SKi
NpauloTb Ha HauioOHaNbHOMY Ta MiXXHapogHOMY piBHAX. 3rigHo 3 meTogonorieto The
Legal 500, KoxXeH y4yacHUK JOCNIAXEHHS OTPUMYE PEUTUHIOBY OLLIHKY HAa OCHOBI CyMu
eKCnepTHUX CyaKeHb i pekoMmeHaauii 3 6oky knieHTiB (y 2015 poui B onuTyBaHHI
NpURHANO yyacTb Ginbw Hixxk 250 000 BHYTPILLHIX pagHUKIB Ta OPUCTIB NO BCbOMY
CBiTY). Sk NnpaBuno, B 04HOMY rpenai npeactaBneHnn psag KoMnaHiv, Yni nosuuii B
NEeBHOMY CErMeHTi IOpUANYHOI NPAKTUKM BU3HAHI piBHOUiIHHUMK. MeTogonoris AaHoro
penTuHry nepenbavae Habip HaCTyNHUX KpUTEPIIB ANA OUiHKKM penyTauii topnandHoi
KOMMaHii: cepeiHA BapTICTb HPULANYHOI CnpaBu, CTYMiHb CKMagHOCTI cnpaBu Ta Yyu-
acTb lopuanyHoi dipmn B 1T peanisauii, peHTabenbHicTb i (hiHaHCOBa eEKTUBHICTb
tOPUANYHOI (PiIPMU, a TaKOX KiNbKiCTb IOPUCTIB, SIKi NpautooTh Y Hin [5].

HosigHnk The Legal 500 mictTntb iHgOpMaUil0 NPO MOXITMBOCTI OAep>KaHHS
IOPUANYHUX MOCAYr Ta KOPUCTYETbCA aBTOPUTETOM Y MUTAHHAX OO’EKTMBHOI OLIHKM
MOXNNBOCTEN topnanyHmMx dipm. Y 2015 poui gaHe gocnigkXeHHA peruTUHryBano yk-
paiHCbKi topuanyHi ipmun B NpakTukax «baHkun, iHaHCK | pyHKKM KaniTaniey», «Kopno-
paTuBHe npaso i M&A», «BupiweHHs cnopis», «lHTenekTyanbHa BracHicTby, «lloga-
TKU», «HepyxomicTb i ByaiBHMUTBO». Y TOM Xe Yac, OCHOBHUI HedoniK Y nigbopi kpn-
TepiiB gaHol MeToZosoriT ANs OUIHKA PEUTUHTY HpUaNYHUX PipM nondarae y irHopy-
BaHHi HaUiOHarbHOI Ta perioHanbHOI crneundikn KoMnaHin, ski YHKUIOHYOTb Y Kpal-
Hax CH[, ouiHUi nepcnekTUBHOCTI PUONYHOT PipMU NEepeBaXXHO 3a KPUTEPIMU X
yyacTi Y MiKHapOAHIN PUANYHIN chiBnpaui, MOXIMBOCTI 06CNyroByBaHHS iHTEpeCiB
BENUKOro MixkHapogHoro 6i3Hecy, BUBIpKOBOCTI Ta OOMEXEHOCTI rany3en npaea, Tex-

HIYMHUMW HegonikaMn npes3eHTauii PENTUHrY (PEeKOMeHOOoBaHi dipMK po3TalLOBaHi
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«OOHMM CMUCKOMY, i TiNbKA 3 OMNUCIB MOXHA Ai3HATUCHA NMPO CUIbHI CTOPOHU TiET YK
IHLWOT OPUANYHOI hipMn).

OaHuM 3 HanBINbLL NOBHUX | perynssipHo OBHOBMOBAHMX MiKHApPOOHUX OOCHi-
PKEHb YKPAIHCBLKOrO pUHKY topuandHmx nocnyr € sugaHHa PLC Which Lawyer? [6],
BiJOMe B yCbOMY CBITi Ik OCHOBHe [AKepeno iHopmaLil Npo IOPUCTIB Ta IOPUANYHI
dipmu. PLC Which Lawyer? Hagae iHbopmaLito npo HpuUCTiB, 3aCHOBaHY Ha He3a-
NEXHNX OOCNIHKEHHAX PUHKY, B PO3Pi3i TaKMX NPaKTUK: HEPYXOMICTb, PUHKM KaniTany,
KoprnopaTuBHe NpaBo, CyAoBe NpeacTaBHULTBO, BaHKiBCbke 1 ddiHAHCOBE NpaBo, aH-
TUMOHONMOSbHE PEryIIOBaHHS, iHTeNeKTyarnbHa BIacHICTb, TPYAOBI NPaBOBIAHOCUHM.
[ns NpMCBOEHHST PENTUHIIB BPaxoBYHOTbCA OLiHKM eKCnepTiB, 4OCBig poboTu opuau-
YHUX PipM Ta KOPUCTIB, a TaKOX BiArykn KnieHTiB. [laHi 3aHoCATbCA 40 3BefeHOl Tab-
nuui, e HaBnNpoTK Ha3BKu ipMy NofaHa ouiHKa 1 No3uuil y BigNOBIgHIN ranysi npa-
Ba: «nigep»,«ayxe pekomeHgoBaHa», «pekomeHaoBaHa abo BU3HAHA B Til UM iHLLIN
ranysi npaktukuy» [6]. bescyMHiBHOIO nepeBarold MeTogonorii JaHOro0 PENTUHry €
NPoCTOoTa Ta IHPOPMATUBHICTb MO0 CNPUNHATTA. Y TOM XKe Yac neBHi CYMHIBU BUKIN-
Kae BIiACYTHICTb Npo3opux KpuTepiiB BignosigHo Ao skux ekcneptu PLC Which
Lawyer? npocTaBnsiloTb OUHKM MO3ULiT BU3HAYEHUX HOPUONYHUX QDIPM, LLO MOXe
XapakTepuayBaTu NEBHUN piBEHb Cy0 €KTUBHOCTI AaHoro pentuHry. Came Henpo3o-
PiCTb KpUTEpIiB MoXxe ByTn 3arpo3ot0 00’EKTUBHOCTI 4AHOM0 PENTUHTY NP OLiHLi po-
60TK OPUCTIB Ta IOPUONYHMX KOMMAHIA Ha perioHanbHOMY piBHI. Y LUbOMY BUNaaKy
3anopykor o6’eKTUBHOCTI Byae nuule ainosa penyTauis Ta NOPAaHICTb eKcnepTiB.

BugaHHam, Wo cneuianisyeTbCa Ha BUBYEHHI ranysi pUANYHOrO KOHCaNTUHTY
B chbepi rmobanbHMX pUHKIB Kanitany, KopnopaTMBHOIo npaea, yrog 3nuTTa i Nornm-
HaHHSA, 6aHKIBCLKOro cekTopa, NpoekTHoro giHaHcysaHHs € IFLR1000 [7]. Ansa ckna-
OaHHA penyTauinHoro penTtuHry ekcrneptu sugaHHa IFLR1000 getanbHO BMBYalOTb
PUHOK HOPUANYHMX NOCNYT Ta NOro rpasuiB. IHopMauisi Npo ocTaHHI TeHAeHLUil Haaa-
ETbCA HPUANYHUMM KOMMAHIIMW B OKpPEMUX NpakTuKax, ranyssx Ta perioHax, B 3Mi-
HaX 3aKOHOA4ABCTBa, WO CTocytTbcsa GisHecy. BuaaHHa IFLR 1000 nybnikye oauH 3
HaWUMPECTMXKHILLMX Ta HANNOBAaXHIWMX B CBITi PEUTUHTIB IOPUANYHUX PipM, BiOOMUIN
CBOEKD KOMMJSIEKCHOK Ta HeynepempKeHow meTtogonorietn. PenTuHr BpaxoBye Taki
KpUTepii SK: pekoMmeHgauil KnieHTiB, KePiBHUKIB IOPUANYHUX CIY>KO, MiCLEBUX, MiDKHa-
POOHUX MPUBATHUX Ta FPOMAACBKMX IHCTUTYLIN, a TaKoX BIiArykiB koner. PenTuHr

BnepLue 6yno onybnikoBaHo B 1990 poui, i CbOroaHi 4OCNioKYe PUANYHUA PUHOK Y
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noHaa 120 topucaukuisx ceiTy. MeTtogonoris gaHoro penTuHry nepenbadvae HagaHHA
GinbLw CTpyKTypoBaHOI iHbopMaLii No OUiHUi AIANBHOCTI OPUANYHMUX KOMMAHIN i Kpa-
neHocTi, wo 6e3nepeyHo nokpallye 06’ eKTUBHICTb CMPUMHATTS penyTauiHoro pen-
TUHIY KNIEHTCbKUM Ta NpodeCinHuM cepeloBULLEM.

3acnyroBye Ha yBary penyTauinHa ouiHka Best Lawyers [9], ske € ogHuUM 3
HancTapLmMx Ta HanasTopuTeTHIWNX BuaaHb CLUA, wo cknagae penTMHIM Ha OCHOBI
BiArykiB npencraBHUKIB topuanyHoro 6isHecy. Bxe 25 pokiB ue BugaHHs gonomarae
topuCTaM i KNiEHTaMm y NOLLYKY HOPUANYHUX KOHCYIbTaHTIB B HE3HANOMUX OPUCOMKL-
ax abo npakTukax. Y OOBIAHMKY 3HaxXoOATbCs CMUCKM BUOATHUX KOPUCTIB, WO cdop-
MyBasniMCb Ha OCHOBI peTesibHMUX OMUTYBaHb, Y SKUX TUCAYI NPOBIAHUX HOPUCTIB KOH-
digeHUiMHO OUiHIOTL CBOIX Kosner. B ocHOBY BMAaHHSA NOKnageHo noHag 2,8 minb-
MOHN XapaKTepuUCTUK LWoAo NpodecinHOl AOiSNbHOCTI OPUCTIB, WO HaaalTbCs
IHLWXMK topUcTamu.

MeTtogonorisa Best Lawyers noBHicTi0 6a3yeTbCa Ha €KCNepTHIN OLiHLi KrieH-
TiB, MApPKETUHIOBMX KOMaH, Ta NPOBIAHUX HOPUCTIB, WO OUIHIOKTL NpodecinHi 3ai6-
HOCTi CBOIX Kofner B MeBHin cdepi opnanyHoi npaktuku. Npu LboMy, 3aCTOCOBYIOTb
CKnagHuUm, CyMIiHHWIA, pauioHanbHUKW i NPO30pUIA Niaxia, 3a SOMOMOror SIKOro ckna-
[AEeTbCA Hambinbll BaknmBa i He3anexHa OuiHKa SAKOCTI HpUOUYHUX KomnaHin. B
PENTUHIY NPUINMAaOTb Y4aCTb NPaKTUKYHOYI OpUCTK 3 JocBiaoM poboTn He meHwe 10
pokiB. KOpucTu, siki oTpumanu HanbinbLle NO3NTUBHUX BiAryKiB aBTOMaTU4YHO 3apaxo-
BYIOTbCA A0 HacTynHoro BuaaHHsa Best Lawyers. Be3cymHiBHOW nepeBaroto gaHol
METOAOSOriT € OpiEHTaLiA Ha 3BaXXEHY OLHKY KNIEHTIB Ik OCHOBHUX CYB’EKTIB PUHKY
IOPUOUYHMX MOCNYr, BpaxyBaHHSA OYMKM MapKeTUHrOBUX crneuianicTiB, sika xapakre-
pU3ye NOMiTUKY Ta iMiIK FOPUONYHOI KOMMAHIl Ha PUHKY, @ TaKoX 3aly4YeHHs LLUMPOKO-
ro kona npoecinHnX AO0CBIOYEHNX HOPUCTIB, WO BeAyTb MPaKTUKY Y Pi3HUX ranyssax
npaBa Ta y Pi3HUX perioHax KpaiHu i MaloTb A0CBi4 poboTH y pisHUX 3a po3Mipamu
KomnaHiax. Takmin nigxia 3Ha4YHO PO3LUMPIOE KPUTEPIT PEUTUHTY i 36inbLUy€e MOro LiH-
HICTb Ta 06’€KTUBHICTb 3 TOYKM 30PYy CMOXMBYOro BUOOPY Ta KOHKYPEHTHOrO cepeao-
BULLIA PUHKY HOPUONYHNX NOCNYT.

Who’s Who Legal [10] — He3anexHe MiKHapogHe PenTUHroBe BUOAHHS,sSKe
LLOPIYHO MPOBOAMTL [OOCHILKEHHS B cepefoBulli NpaBoBOIl CHiNIbHOTU. PeuTuHr

Who'’s Who Legal Hagae rmmboknin aHania puHKy HpuandHnx nocnyr B cdepi rocno-



490

JapcbKoro npaeBa Ta PiBHA npodyecioHaniaMmy okpeMux topuandHux dipm i axisuis
AaHol ranysi B HauioHanbHUX topucaukuisx. BuganHa Who’s Who Legal uiHyeTbes 3a
HeynepeaXeHiCTb CBOIX BUCHOBKIB i MpO30opy MeToosnorito gocnigkeHb. LLlopoky
pentuHr Who's Who Legal npoBoauTb ONUTYBaHHA HOPUOUYHUX KOHCYIbTAHTIB, KIlie-
HTIB Ta eKcnepTiB 3i BCbOro CBITY A5 BU3HAYeHHS NpoBigHMX (haxiBuiB y cdepi roc-
nogapcbkoro npasa. [Jo ¢iHanbLHOrO CNUCKY BKIKOYEHI NyLLe Ti OPUCTU, SKi OTpUMa-
N HanBINbLUY KiNbKICTb peKkomMeHaauin.

MeTogonorisa penTuHry, wo cknagaetbcss Who's Who Legal okpim BpaxyBaHHsi
OLIHOK KIIEHTIB, NPaKTUKYHOUYMX IOPUCTIB Ta cneuianicTiB y pidHUX ranyssax 6isHecy,
couianbHOro XuTT4, NOMITUKA TOLWO CNpsiIMOBaHa Ha LOCArHEHHS 06’€KTMBHOI npen-
CTaBIIEHOCTI Y PEUTUHTY HOPUONYHUX PipM Pi3HOro po3mMipy Ta reorpadivyHoOro posTa-
LWyBaHHSA, WO 3abe3nedye KOHLEHTPALiO yBarn B OCHOBHOMY Ha OLiHLi piBHS KOMMNe-
TEHTHOCTI Ta npodyecioHaniamy AoChigKyBaHUX IOPUANYHUX KOMMaHIN. Takun nigxig
A03BOMSIE OXONUTN HabaraTo LWMPLLY CYKYMHICTb MPaKTUKYIOYMX lOpuandHmnx gipm, a
He TiNbKn HanbinbLl BiAOMMX Ta BESIMKMX KOMMAHIN, WO 3abe3neyye MOXNUBICTb He-
BESIMKAM Ta perioHanbHO BigganeHuMm Bif AiNOBUX LIEHTPIB HOPUANYHUM KOMNaHIAM
BUATU Ha HOBWW piBEHb iNOBOI aKTUBHOCTI 3aBAAKW NpeacTaBfieHOoCTi IX Y AaHOMY
PENTUHTY.

KpiM 3axigHUX PEeUTUHIOBUX HOPUANYHUX OUPEKTOPIN, AKi YCNilHO npautoTb
Ha PWUHKY IOPUANYHUX MOCnyr YKpaiHW, CBOK AiASbHICTL po3noyann yKpaiHCbKi pen-
TUHIOBI AMPEKTOpIl, HanbinbL NOTYXKHOK cepen skux € «I'Vapaia ropnanyHnx komna-
Hiny» [11].

BitunsHaHe pocnigxkeHHa «[Vapgis opuguyHux KomMnaHiny (BMaaBHULTBA
«KoHTpaktn») 3 2004 poky, LLOPIYHO NPOMOHYE PEUTUHT, KM CNPSIMOBaHWA Ha ofe-
pP>XaHHS 00’EKTMBHOI Ta HE3aneXHOI OLHKA KOHKYPEHTHUX nepeBar opuanyHmMX KOM-
naHin YKpaiHWM cnoxmBavyamu OPUONYHUX MOCAYr — YKPaAlHCbKMMWU KOMMAHIiMU-
KnieHTaMu, a TakoX nignpuemcreamu, wWo 6epyTb yyacTb B pentuHrax «IVapgii» 3
2004 poky. lNpu cknagaHHi penuTUHrB BPaxoBYKTbCA pesynbTaTu aHanidy aHkeT He
TiNIbKM eKCcnepTHOI paaun, a N KOMMaHIN-KNIEHTIB LPUONYHMUX (PipM-HOMIHaAHTIB. Pen-
TUHI MONUTY Ha OPUOMYHI NOCNYrM CKNagaeTbCcsa 3a creuianisauieto gianbHOCTI opu-
ANYHNX KOMMNaHin: BaHKiBCbKa cdepa, cTpaxyBaHHs, UiHi nanepu, HepyxoMicTb, ap-

MaueBTMKa, TpaHcrnopT, eHepretuka AllK, TenekomyHikauii. B OCHOBI cknagaHHs
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PENTUHTY penyTauii BpaxoBYHOTbCSA Taki MOKa3HUKWN SK: BIAryKW KMNIEHTIB Ta Koner, Ba-
PTICTb yrof, Ta ix KinbkicTb 3a pik [11].

MeTogonorieto ykpaiHcbkoro pentuHry «[Vapgis» nepepnbavaetbcsi, CTBO-
PEeHHS nepeniky puanNYHMX KOMMNaHin, SKi BBIALWNW OO0 PEUTUHTY NOMUTY Ha opUanY-
Hi Nocnyru, SIKM LWOPIYHO (PopMyeTbCS XypHarnom «[Vapgisy», a TakoX KoMnaHii 3
Ton-50 NpoBiaHMX PUANYHUX dipM YKpaiHu i KomnaHii 3 «BpOoH30BOI NirM» nNpoBia-
HUX topuanyHmx dipm Ykpainn 3a Bepcieto rasetn «KOpuanyHa npaktnka» Ta Bugas-
Hu4oro [Jomy «KomepcaHT-YKpaiHa». Y3aranbHIounn penytauiiHnin dopMyeTbCs 3
opuanyHMX  ipM, SKi OTpMManu Haukpawi pes3ynbTaTUBHI OLIHKA  KOMMaHin-
KOpUCTYBaYiB HOPUANYHUX NOCIYr Ta ekcrnepTHol paan. Metogonoria «["Vapgaii» opie-
HTYETbCHA Ha BpaxyBaHHSA KITIEHTUOOPIEHTOBAHOrO NiaxoAy npu oOpMyBaHHI PEUTUH-
ry, OQHaK BIiOCYTHICTb KpUTEpilo perioHanbHOol NpeacTtaBrieHOCTi puguyHMx qipm
NpU3BOOUTbL OO0 BUCBITMAEHHA AiSNIbHOCTI BUKMIOYEHO BENUKUX CTOSMMMYHUX KOMMaHIN,
3anuvwa4m nosa yBarot ocobnmBoCTi YHKLIOHYBaHHSA Ta QisNIbHOCTI perioHanbHUX
rpaBUIiB PUHKY HOPUANYHUX NOCAYT.

PosrnanyTi nigxoan wWoA0 BU3HAYEHHS OCHOBHWX CKMagoBUMX MEeTOOO0nNOoril
PEVUTUHTIB IOPUANYHNX KOMMaHIN 4alTb MOXMUBICTb 34INCHUTM CEMaHTUYHUIA aHani3

Ta chopMyBaTU MaTPULIIO KPUTEPITB penyTauinHOro penTtuHry (puc. 9).

OpuanyHi peruTUHroBi

aupekTopii

The Legal 500
IFLR1000
Best Lawyers
KoMMaHin
>

KpuTtepii

Chamber Europe
PLC Which Lawyer?
Who's Who Legal
NVapaisa opngnyHmnx

TEXHIYHIi HOpMaTUBHI NPaBOBI

x

3pibHoCTi

Jninosa xBaTtka

wBnake HagaHHA nocnyrun

KnieHTCbke 06CrnyroByBaHHs!

edeKTUBHICTb doipMun

MEPKaHTUIBHICTb

KOMEepPUiMHI XUTPOLLL

X| X| X| X| X| X| X
x

LinecnpsamMoBaHicTb

N = 2 2 N =

BapTiCTb crpasu X X
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CNiBBIOHOLUEHHS LiiHW | AKOCTi X 1

A0CBig poboTU PUANHHUX dipM Ta

HOpUCTIB

CTYNiHb CKITagHOCTI yroau X

peHTabenbHiCTb dipmu X

BiArYKW KITiEHTIB X X X X X

pekomMeHaadii koner X X X X

Aocsig pobotn ipmm X

OLiHKa ekcnepTiB X

KifbKIiCTb LUTATHUX NpavuiBHUKIB X

KinbKICTb yrog 3a pik X

W N N = 2 W g N =~

perioHanbHa mepexa X X X

Puc. 9. MaTpuusa kpuTtepiis, Wo popMyloTb penyTauilHUN PeUTUHT

Ha ocHoBi aHanidy nogaHux BULLE KPUTEPIIB PISHUX PENTUMHIOBUX KOMMAHIN
MOXXEMO 3pOBUTN BUCHOBOK, LLO MPW CKNadaHHi penyTauinHOro penTUHry IopuUcCTiB Ta
OPUONYHMX KOMMAHI Hanbinblw BaXnMBMMKU Ta e€MEKTUBHUMWU KOHKYPEHTHUMM
nepesaramMu € BIArykn KIiEHTIB Ta pekoMmeHgauil koner. TpeTiM 3a BaXnuBICTIO €
KPUTEPI HAasiBHOCTI Y lOpnanYHOT hipMy perioHanbHOI Mepexi abo npeacTaBneHoCTi
y AEKiNbKOX perioHax, WO € BaroMuM MOKa3HMKOM MNpW CKradaHHi penyTtauiiHoro
PENTUHTY BITYU3HAHUX OPUOMYHUX KOMMAHINA, OCKINTbKM O0COBNUBOCTI BeAEeHHS
IOPUANYHOI NPaKTUKM Ta cheuianidauia no ranyssax npasa CTOMIMYHUX KOMMNAaHIA Ta
perioHanbHNX PUANYHUX IpM NEBHOK MIpPOK BIPI3HAKTECA | MalTb CBOK
cneumcpiky. Taka TeHOeHUis 3aranoM BnacTuBa A CyYacHOro YKpaiHCbKOro
FOPUANYHOIO PUHKY, YMOBU SIKOro nepegbadatoTb 6axkaHHs CNoXuMBadiB MaTu SKiCHe

npodecinHe topnanyHe o6CnyroByBaHHS SIK Y LIEHTPI, TaK i B perioHax.

IV. BUCHOBKMU

[MopiBHAHHA NapamMeTpiB PO3BUTKY Ta OYHKLIOHYBAHHS PUHKY FOPUANYHUX MNO-
CNyr perioHanbHOro Ta HauioHanbHOro PiBHS A03BOSISIE BU3HAYMTM CheundiyHi pucu
oCTaHHboro. Cneuundika yHKLiIOHYBaHHA perioHanbHOro PUHKY HPUANYHUX NOCHYT
BM3HAYaETbCA B NepLUY Yepry opieHTauieto Ha obcnyroByBaHHA NoTpeb HaceneHHs, y
TOM Yac sk 3aranbHOHaLOHaNbHUA PUHOK KOPUANYHUX MOCNYr OEMOHCTPYE OpieHTa-

Lit0 Ha npiopuTeTHICTL 0bcnyroByBaHHA BisHec-cepepoBua. Came LS Ko4voBa po-
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30iKHICTb BM3Ha4ae ocobnMBOCTI creuianisauii perioHanbHOro PUHKY HOPUONYHUX
NOCnyr, NPIOPUTETHICTb BUKOPUCTaHHSA 0COBUCTUX 3acObiB KOMYHIKATUBHOIO 3B’A3KY 3
NOTEHUIMHUMUK KnieHTaMn, cneuundiky popmMyBaHHA pO3Mipy roHopapiB Ta nepcnek-
TUBHICTb BeAeHUX crpaB. TeHaeHUil po3BUTKY 3aranibHOHALOHANbHOro0 PUHKY Opu-
OWYHUX MOCNYr BUCTYNaKTb CBOEPIOHMM CTpaTeriYHMMm npioputeToM ANns Noro yvac-
HWKIB perioHanbHOro piBHS, BKa3ylTb OCTAHHIM MOTEHLINHI MOXNUBOCTI PO3BUTKY,
OEMOHCTPYIOTb MEXaHi3MKn iMnnemMeHTauii HanbinNbLWw NepCnekTUBHUX perioHanbHUX
rpaBuiB y B6inbll cTaTyCHY HaLiOHANbHY OPUONYHY CRifIbHOTY.

OG’eKkTUBHICTb Ta MOBHOTA pEerioHanbHOro penyTauiiHoOro PenTUHry puand-
HUX KOMMNaHIN 3anexunTb Big TakMx YNHHUKIB: OpieHTaLis Ha BUBaXeEHY OLHKY KMiEHTIB
SIK OCHOBHUX Cy0’€KTiB PUHKY HOPUANYHUX MOCNYT; 3any4eHHs LUMPOKOro Kona npode-
CiMHUX OOCBIOYEHMX HOPUCTIB, LLO BeaYyTb NPaKTUKY Y Pi3HUX ranys3sx npasa Ta y pis-
HUX perioHax KpaiHu i MaloTb AocBig poboTn y pisHMX 3a po3Mipamu KOMNaHisax; Bpa-
XyBaHHSA OYMKM MapKeTUHrOBWUX cheuianicTiB, SKa XapakTepusye nonituky Ta iMigx
IOPUANYHOI KOMMaHii Ha PUHKY; 06’€KTUBHA XapaKkTepucTuKa puandHnx gipm pisHo-
ro po3mipy Ta reorpaciyHoOro postawlyBaHHSA; BKIIOYEHHS Y METOAUKY PENTUHTY Kpu-
Tepin OUiHKW KITIEHTIB Ta PiBHA 3a40BOSIEHOCTI NocnyraMu, WO HagawTbCa opuany-
HAMKW KOMMaHiaMK. Taknin Nigxig 3Ha4yHO PO3LWNPUTL KPUTEPIT PENTUHTY, 36inbnTb
MOro LiHHICTb Ta OB’EKTMBHICTb 3 TOYKM 30pY CMOXMUBYOro BUOOPY Ta KOHKYPEHTHOMO
cepenoBuLLa PUHKY HOPUANYHUX NOCAYr, 4O3BOSMIUTbL OXONUTM HabaraTo LMpLUy CyKy-
MHICTb NPaKTUKYOUYMX OPUANYHUX IPpM, @ He TiNbKM HanbinbLl BiAOMUX Ta BESTUKUX
KOMNaHin, 3abe3neynTb BUKOPUCTAHHS afekBaTHOI MeToZonoril y npakTuui ouiHto-

BaHHS YKPAIHCbKUX KOPUONYHUX KOMNAHIN.
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Knroyoei cnoea: Typnam, MUCIIMBCbKUM TYpU3M, MUCIMBCbKE rOCNoaapCTBo,

NOMtOBaHHS, OpraHisauiiHo-npaBoBe 3abe3neyeHHs.

Mpouec iHTerpauii YkpaiHM 3 €BpOMNeNCbKMM CMiBTOBApPUCTBOM nepenbdavae
NPOBEOEHHSA HU3KU NOSTITUYHUX, EKOHOMIYHUX | couianbHuX 3axodiB. PedpopmyBaHHS
HauiOHanNbHOT eKOHOMIKM MOXITMBE NULLE LINAXOM nepernsay icHylunx nigxoais Ao
npoLecy BUKOPUCTAHHS Ta BiATBOPEHHS PEeCYypCHO-CUPOBUHHOIO MOTEeHLUiany KpaiHu,
a TaKoX MOLUYKY HOBUX igen gnsa po3BUTKY MigNPUEMHULBKOT AisnbHOCTI. PopMyBaH-
HS HOPMAaTMBHO-NPABOBOro 3abe3neyeHHa Ta CTUMYMOBaHHA PO3BUTKY HOBUX Ha-
nNpsiMiB NigNpMeEMHMLTBA B YKpaiHi NOBMHHI Bigobpaxatncsa B nepeniky OCHOBHUX 3a-
BAAHb AepXXaBHOI MNONITMKM LWOAO0 PO3BUTKY Manoro Ta cepenHbLoro Gi3Hecy.

Y pO3BMHEHUX KpaiHax CBiTYy Manuin i cepefHin 6Gi3HeC po3rnagaeTbecsa sk
cy6’ekT, WO bopMye OCHOBY sl CTAHOBIIEHHA AEMOKPATUYHUX B3aEMOBIAHOCUH,
KU BOOHOYAC CMPSIMOBAHWA Ha BUPILLEHHS couianbHOI NOMITUKN 3aNHATOCTI. 3Hau-
HWUW NMOTeHUian ans eKoHOMIYHOro Ta coujianbHOro 3pOCTaHHA LUNAXOM PO3BUTKY Ma-
noro NigNPUEMHULTBA MPUXOBAHUN B OOHIN i3 NPIOPUTETHUX ranys3en HauioHanbHOI
€KOHOMIKN — TYPUCTUYHIM, WO HEeOQHOPAa30BO 3a3Ha4vasnochb i 3Haxoauno CBOE BifO-
OpaxeHHs B PiBHOMaHITHUX HOPMATUBHO-NPABOBUX LOKYMEHTaX SIK HAa HauiOHaNbHO-
MY TaK i Ha MiDKHapOAHOMY PiBHSIX.

3a CBOEI0 CYTTIO CydacHUIM TYpu3M BU3HAYaETbCA SK BaratorpaHHe siBuvLle, Lo
TICHO NoOB’sA3aHe 3 eKOHOMIKOL0, ICTOpIElD, KynbTYpoto, reorpadieto, MeANLNHOLK, eKo-
norieto Towo. KpiMm uboro, B 3Ha4HiN Mipi TYypu3M XxapakTepusyeTbca SIK ogHa 3 hopm
TpaguLINHOIro NPUPOAOKOPUCTYBAHHS, LLO BigoOpaXKaeTbCa Y BUKOPUCTAHHI Npupoa-
HUX pecypcCiB y pekpeauinHnX Linax, B TOMY YMCIi N pecypciB MUCIMBCBKOI bayHu.

He goctaTHe npuaineHHs yBarm 3 60Ky HayKoBLUiB, Cy0’eKTiB rocnogapcbKoi ai-
ANbHOCTI, YPAOOBUX | HEYPAOOBUX opraHizauin npobneMam noB’sA3aHUX i3 3anyveH-
HAM pecypcCiB MUCITMBCLKOI (payHW B TYPUCTUYHUX LINAX | BU3HAYa€e akTyanbHIiCTb
HaYKOBOro AOCHIAKEHHS.

MeTo0 OocnifgKeHHS € BU3HAYEHHA NOHATTA «MUCNUBCBKAN TYPU3M», OLHKA
NpaBoOBOro Ta opraHi3auiiHO-eKOHOMIYHOro 3abes3neyvyeHHss st Moro po3BUTKY B YK-
paiHi.

BukopuctaHHsa pecypciB MUCIMBCBLKOI bayHN SIK 06’€KTY TYPUCTUYHOI LiANb-

HOCTI € JOCTaTHbO PO3MOBCIOKEHNM ABULLIEM Y PO3BUHEHUX KpalHax CBITY. B uen xe



497

yac, crneumndivHicTb Ta iHAMBIQYyanbHiI NigXoaM OO0 BUKOPUCTAHHA pecypciB MUCHUBCh-
KOi (bayHM BM3HAYaOTb MUCIIMBCBLKUA TYypU3M OAHMM i3 HanbinbLL AOPOrmx, enitHmX
BMUAiB Typmamy. MMCnnBCLKUA Typmn3am B YKpaiHi 3HAaXO0ANTbCA Ha cTagii popMyBaHHSA
Ta notpebye rpyHTOBHOIO HayKoOBOro OBIPYHTYBaAHHS 3 METOK BU3HAYEHHS edekTn-
BHOrO NpaBOBOro Ta opraHi3auiiHO-eKOHOMIYHOro MexaHi3aMy MOoro (yHKLIOHYBaHHS.
HeBupiweHnMn Ta BIiOKPUTUMU 3anuLLIaOTbLCA NUTAHHA BM3HAYEHHS 3aKOHOOABYOro
peryntoBaHHA MUCNIMBCBLKOIO TYpu3my B YKpaiHi.

BapTo Big3Haunty, WO nepiogom 3apoiXeHHSS MUCIIMBCBKOIrO Typu3My BBaXa-
eTbcA nepwa nonosuHa XIX ctonitta. Came B Len 4ac, cepell 3aMOXHOI EBPONenchb-
KOi 3HaTTi LUMPOKOro pO3NOBCHOLKEHHA HAbyBalOTb NOAOPOXI NOB’A3aHi i3 NOMOBaH-
HAM Ha aPUKAHCBKMX €K30TUYHUX TBaApWUH 3 METOK OTPUMaHHS iX TpodpeiB (OMBHI
CNoHa, ikna ne.a, LWKipa neonapga, pir Hocopora Towpo). B noganswomy uen sug
NnogopoXi OTpuMaB HasBy «cadapi», AKMA i B TenepiwHiin Yyac opmye NiarpyHTTS
OS5 PO3BUTKY MUCIIMBCLKOTO TYpPU3MY.

PosrnaHemo Hambinbll BigoMi Miaxoam A0 BU3HAYEHHS MOHATTA «MUCIMBCb-
Knin Typuamy». 3okpema, WaHgop @.@. ta Knan M.I1. gaoTb Take BU3HAYEHHA MUC-
NMBCBLKOrO Typuamy (ayTitep-Typy) — Le pi3HOBUA TYpU3My, METOH SIKOTO € MOLUYK,
BMUCTEXYBaHHS, NepecrigyBaHHsa Ta 34006u4 geskux BuaiB ANKMX TBapuH [1]. Y ceiTo-
Bill NPaKTULi MUCINMBCBKUIA TYPU3M PO3MMsSAatoTb 9K OAUH i3 HAanpsaMiB MiXKHapOaHOro
TYpU3My, METOK AKOro € 3a0BONIEHHS NOTPED IHO3EMHMX MUCNUBLIB-TYPUCTIB. Han-
BinbL PO3MNOBCIOMKEHUM cepef 3axiAHWX HaAyKOBLIB € HACTyrnHe BM3HAYEeHHS MUC-
NMBCBLKOro TYpM3MYy: opraHizoBaHa nratHa nogopoX 3 MeToK TPOeNHOro nosntoBaH-
HA, sika 3abe3neyyeTbCcs KOMMNIEKCoM cneuundivHmx nocnyr [2]. BignosigHo 0o «€EB-
poONencbKol XapTii Npo nontoBaHHA i GiopisHomaHiTTAa» (Ctpacbypr, 2007) [3] muc-
NNBCBbKUI TYpPU3M BU3HAYaETbCA AK bopMa TypusMmy, sika 34INCHIOETLCS MUCIUBLS-
MU, SKi MOXYTb iHOAI NOOOPOXKYBaTU Ha 3HA4YHI BiACTaHI Bif NOCTIMHMX MiCUb MPOXWU-
BaHHA Ta/abo BracHUX MMUCIIMBCBbKUX Yrib 3 METOH MOMtoBaHHA. Lle BU3HaAYeHHs
BKINIOYAE AK BHYTPILLHI, TaK i MbKHapOAHi NOI3akn Ans nontoBaHHA. [1py ubomy Mmicue
NPU3HaYEHHS MOMOBaHHA € BinbLl eK30TUYHUM | HE3BUYHUM.

Ha Haw norngag, noHATTS «MUCIIMBCBKUIA TYPU3M» SIKOrO JOTPUMYKOTLCA nepe-
BaXKHa OinbLiCTb HaAyKOBLIB € CKMagoBOK YACTUHOK MOHATTA «MWUCIMBCTBO», LLUO
nepenbavae Bng crneuianbHOro BUKOPUCTAHHA TBAPUMHHOIO CBITY LWNAXOM A06YyBaHHS

MMWCITMBCbKUX TBapPWH, SIKi nepebyBatoTb Y CTaHi NpupoaHoi Boni abo yTpuMyHTbCS B
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HaniBBIfIlbHUX YMOBaX y MeXax MUCITMBCbKUX Yriob, @ MUCMBCbKE rocrnogapcTBo siK
ranysb HauiOHaNbHOI €KOHOMIKM BKIKOYMaEe npouec HagaHHA nocnyr nNpu 34iNCHEHHI
nosnoBaHHSA [4].

Ak MoxHa nobaynTn, B OCHOBI HaBeAEeHWX BU3HAYeHb MUCIMBCBHKOIO TYpU3My
NeXnTb CNOXUBYMI HanpsiM BMKOPUCTAHHA 00’e€KTiB TBAPUHHOIO CBITY, LUMASXOM A0-
OyBaHHA OMKUX MUCIMBCbKMX TBApWH 3a AOMOMOrOK CTpineubkoi 30poi, 3 MeTow
OoTpuMaHHi Tpodeto. Came Len nigxig i BU3Ha4Yae MUCIUBCBLKUIN TYpU3M SIK OOWH i3
HaNNPUOYTKOBILIMX Cy4YaCHWUX pPi3HOBUAIB TYpu3My, OCKIiflbKWM BapTiCTb OOHOro Typy
ctaHoBuTb Big 3 o 10 Tuc.

Cami X MuCnuBLi BBaXatoTb MOMIOBAHHA OAHWUM i3 BUAIB BiAMOYMHKY YN pPEK-
peauii, cnocobiB cnifnkyBaHHS 3 NPUPOLOLD, LLO I'PYHTYETLCSA Ha npoueci 4o0yBaHHSA
ANYNHW.

Ha Haw nornsa, Kpim ekctpemanbHoro (A4obyBaHHA MWUCAMBCBLKUX TBapWH,
OTPUMaHHSA TpPOoder), MOXHa BUAINMUTU W iHWI anbTepHaTUBHI BUOU MWUCINBCBLKOrO
Typu3My, a caMe CrnopTUBHO-0340POBYMI Ta Ni3HaBanbHWA. [10 HUX cnifg BigHECTU
Taki OpMnN MUCIMBCBKOIO TYPU3MY: MPOryNAHKN MO JliCy 3 METO CMOCTEPEXEHHA 3a
AVNKNMU TBapuvHamu, OOTO- Ta BigeOnonoBaHHSA, TpodenHa crnpasBa, MUCINBCbKE
cobakiBHMLTBO, Takcuaepmisi (BUroTOBNEHHA onydan TBapuH) Ta iH. Takum YMHOM,
MUCITMBCbKUI TYpM3M HEOBXigHO po3rnsigaTt He nuwie 3 No3uLii CNOXKUBaHHS, ane m
AK AiSNbHICTb, 9Ka CnpsiMOBaHa Ha 3a40BONeHHs NoTpeb® MUCnMBLIB Y nocryrax ec-
TETUYHOro, MOParnbHOro, pekpeauinHoro i KynbTYpPHOro XxapakTtepy B rnpoueci nepedy-
BaHHA X B MPUPOLHOMY CepedoBuLLi iCHYBaHHS MUCIUBCLKMX TBapWH. 3a3Hayumo,
LLIO camMe anbTepHaTUBHI BUAN MUCIIMBCBHKOIO TYpU3My CTaloTb BCE NOMYNSAPHILLIMMN B
KpaiHax LleHTpanbHoi Ta lNiBaeHHOT AdpuKkK i B ManbyTHBOMY MOXYTb MOBHICTHO 3a-
MIHWUTUY TpaauLuinHe cadpapi.

BpaxoBytoun BuKnageHi TBEPOKEHHA HaMW MPOMOHYETbCA HaCTynHe BU3Ha-
YEeHHS1 MUCIIMBCBLKOrO TYpU3My — Lie opraHizoBaHa nnatHa nogopox, ska cnpsMoBaHa
Ha 3a[0BOSfIEHHA NOoTpeb cnoxmBadiB (MUCAMBLIB) Yy MNOCnyrax eKCTpemaribHOro,
CMOPTMBHO-0340POBYOro Y1 Mi3HaABaNbHOrO XapakTepy B npoueci nepebyBaHHs iX B
NpPUPOLHOMY CepefoBULLi iCHYBaHHA MUCITUBCbKUX TBAPWH.

AHani3 HopMaTUBHO-NPaBoBOro 3abesneyvyeHHs1 B cdhepi MUCIIMBCBKOro rocno-
AapcTtBa Ta TYPUCTUYHOI OiANbHOCTI B YKpaiHi nigTBepaXye HasiBHICTb HEBPEryrbo-

BaHWX i NPOBNeMHUX NUTaHb LWOAO (PYHKUIOHYBAHHS Ta PO3BUTKY MUCIIMBCLKOMO TY-
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punamy. 3okpema, B 3akoHi Ykpaitu «[lMpo Typuam» (1995) Take NOHATTA K « MUCIMB-
CbKU Typu3m» 3yCTPIYaETbCs nuLle y nepeniky Sk oavH i3 BuaiB Typuamy. Y 3akoHi
Ykpainn «Mpo mucnmecbke rocnogapcTteo Ta nontoBaHHsa» (2000) B3arani He 3ragy-
€TbCA MMUCIIMBCbKUN TYPU3M SIK NEPCMNEKTUBHUM HamnpsiM rocnofapcCbKol AisinbHOCTI,
WO B CBOK 4epry cyrnepeyuMTb OCHOBHUM MiXHapOAHUM LOMOBJIIEHOCTAM Yy cdepi
OXOPOHMU, BiATBOPEHHA Ta BUKOPUCTAHHSA PECYpCiB MUCITMBCBKOI dpayHW.

Xoya geski HopMaTMBHO-NPAaBOBI akTU B YKpaiHi 1 onepyoTb UMM NOHATTAM,
npoTe He AalTb MOro NPaBOBOr0 BW3HAYEHHSHA, OCKINTbKM MUCIMBCBKOMY Typu3my
npuTamaHHi 0cobnMBi O3HAKM, LIO BUPI3HAOTb NOro Bif iHWMX BUAIB Typusmy. Ha Bi-
OMiHY Big YKpaiHu, rocnogapcbka OifANbHICTb, sika NoB’si3aHa 3 HaJaHHAM TYpUCTUY-
HUX nocnyr y cdepi MAUCNMBCTBA, BigobpaxkeHa B 3aKOHOL4ABCTBI PO3BUMHEHMX KpaiH
CBITY Ta peryneTbCa HU3KOK Nig3aKOHHUX HOPMAaTUBHO-NPaBOBUX akTiB. [Ona npuk-
nagy MoXHa HaBecTu JocCBIg, cycigHboi [NMonbLi. B nonbcbkomy 3akoHi «[1po mucnus-
ctBo» (1995) mucnuecbLKOMy Typuamy BigBegeHO UM po3ain. 3rigHo i3 NONbCbKUM
3aKOHOOABCTBOM MUCIIMBCBLKO-rOCNogapcbka AiNbHICTb, MOB’A3aHa 3 HaJaHHAM Ty-
PUCTUYHMX NOCNYT, BKNOYae: 1) NOMOBaHHSA, sIKe NPOBOAATb IHO3EMLUi Ha TepUTopil
MonbLui; 2) nontoBaHHSA 32 KOPAOHOM.

OcTaHHix gekinbka pokiB B YKpailHi cnoctepiraeTbCa akTuBisauia 3ycurb Hay-
KOBLIB Ta rpoOMajCbKuUX oOpraHisaudin B Hanpsmi YOOCKOHANEHHA HOpPMaTUBHO-
npaBoBOro 3abeanedyeHHa N edeKTUBHOrO ynpasfiHHA B cdepi OXOPOHW, BIiATBO-
PEHHS Ta BUKOPUCTAHHS peCcypcCiB MUCNMBCLKOro rocrnogapctea. 3okpema, npobnemm
AEepXXaBHOro peryrnoBaHHS Ta NpaBo3acTOCyBaHHS, NiABULLLEHHA €KOHOMIYHOT edoek-
TUBHOCTI BEEHHA MUCIIMBCLKOrO rocnogapcTtsa, y TOMY YUCKi i MUCIIMBCLKOrO Typu-
3My, a TakoX Npono3uuii Woao ix BMpilleHHA obroBoptoBanuca Ta nyonikoBaHi B pa-
MKax PerioHanbHOT nporpamun «llpaBo3acTtocyBaHHA 1 ynpaBmiHHS B NiCOBOMY Cek-
TOpPI KpaiH CXiAHOro perioHy Aii eBpONencbKoro iHCTPYMEHTY CyCiacTBa Ta napTHepcC-
TBa lI» (2014-15 pp.), y4acHUKoM sikoi ByB i cniBaBTOp AaHOro gocnimkeHHs [5]. 3a-
YBaXXMMO, WO, OKPiM AaHOi iHiLiaTuBM, BaroMmx 3pyLleHb Y LbOMY HanpsiMi He Biaoy-
nocs.

OcCKinbKn OCHOBY 41151 PO3BUTKY MUCIIMBCLKOTO TYpU3My CTAHOBMNATb came iHO-
3€MHi MUCIMBLI-TYPUCTN, TOAI iHWOK NpobriemMoro NPaBoBOro CNpsMyBaHHS € Bpery-
NIOBAHHA QOKYMEHTarbHOro CyrnpoOBOAKEHHS iIHO3EMHMX rpoMagsiH B YkpaiHi. Ocob-

NNBOO MONYNAPHICTIO B €BPONi MUCINBCLKUA TYPU3M KOPUCTYETbCA Y MmncnmeLie Hi-
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MeyymHu. B HimevunHi HanivyeTbea 369,3 TUC. MUCIMBLIB, SKi € OOAHUM i3 HANHMXKYNX
MOKa3HWKiB y €Bponi Mo BiOHOLWEHHIO OO0 YMCENbHOCTI HacerneHHs. He3Baxaroum Ha
OOCTaTHIO KiNbKICTb OMYMHW Ta BUCOKY SKICTb CYMNYTHIX MOCAyr, Mamxe nonosuHa
(48,7%) HiMeUbKMX MUCNUBLIB KOPUCTYBanucsa nocnyramv MikHapogHOro MMCMBCh-
koro Typuamy, a 38% KOpUCTYOTbCA LIMMK Nocryramu OauH pa3 B pik abo kinbka pa-
3iB Ha pik. [JJocBig opraHizauii MUCIIMBCBKOrO Typu3Mmy Yy MiBHIYHUX KpaiHax €Bponu
(Wseuii, ®iHNgaHAiT) nokasye, WO OOXi4 Bi4 OpeHAN MUCIIMBCBKUX Yrigb Ta opraHisauil
MMWCIIMBCbKOrO TypM3My CTaHOBUTb OCHOBHY YacTuHY A0XoA4iB BinblUOCTi 3emnesnac-
HUKiB [6, c. 115].

BignosigHo go ct. 13. 3akoHy YkpaiHu «[1po mucnvecbke rocnogapcreo Ta
NOJSIIOBAHHSA» IHO3EeMUiI MOXYTb 34IMCHIOBATU MNOSOBAHHA Ha TepuTopil YkpaiHu 3a
AOKYMEHTaMM Ha NpaBo NOoMBaHHSA (MNOCBIQYEHHA MUCAMBLA, BiANOBIOHWI 403BIN Ha
NpaBO KOPUCTYBaHHSI BOrHENanbHOK MUCAMBCBLKOK 36po€eto, nacnopTt Ha cobak mMuc-
NNBCBLKNX Mopig TOLWWO), AKi BMAAHI BIgNOBIAHWMM OpraHamMu iHWKX gepxas. [1poTe He
00 KiHUS BM3HAYeHi HOpPMU LLIOOO BCTAHOBIIEHHS €KBIBANIEHTHOCTI JOKYMEHTIB Ha
npaBo MONBAHHA IHO3eMLUIB, SIKi NOBUHHI OTpUMaTK rpoMaasiHn YKpaiHu.

OpraHizauinHo-ekoHOMiYHe 3abe3neyvyeHHs MUCIMBCBKNX TYpIiB AK ANnd iHO3eM-
UiB Tak i rpoMaasH YkpaiHu, Ha TepuTopii YkpaiHn nepenbadae BUpiLLEHHS gocTaT-
HbO BENUKOI KiNbKOCTi NPoBnemMHMX 3aBaaHb. MUCRIMBCBHKUIA TYPU3M 3HAXOOUTLCSA Ha
CTUKY MUCITMBCbLKOrO, NiCOBOro, CiflbCbKOro, BOAHOINO rocnofapcTsB i TYPUCTUYHOI ra-
nysi 3aranom. O4yeBMAHO, WO HaMbIinbL TiICHWUM | B3aEMO3anexXHuin 3B's30K MUCIUB-
CbKOro Typu3amMy 3 MUCINMBCLKUM rOCNogapCTBOM, SKUA B NEPCMNEKTUBI MOXe nNpu3Bec-
TW OO0 KOHMNIKTY iHTepeciB MK MUCIUBLUSMW, KOPUCTyBayaMU MUCIIMBCbKUX Yrigb,
AepXXaBok Ta NpuBaTHUMMU 3emreBnacHukamu. igTBepmXeHHs M LbOoro € U Te, LWo
BignoBsigHo Ao HauioHanbHoro knacudikatopy Ykpainn K 009:2010 «Knacudikauis
BUAIB €KOHOMIYHOI LiANbHOCTI» TYPUCTMYHA Ta MUCIMBCLKO-rOocnogapcbka Aisinb-
HICTb BigHECEHI B Pi3Hi CekLil, 30KpemMa: MUCInBCbKe rocnogapcTBo — cekuia A Cinb-
CbKe rocrnogapcTBo, ficoBe rocnogapcrtBo Ta pubHe rocnogapcteo, poaain 01 Cinb-
CbKe rocnogapcTBo, MUCINIMBCTBO Ta HafaHHS NOB'A3aHUX i3 HAMW NOCHYT; TYPUCTUY-
Ha OianbHicTb — cekuia N [ianbHicTe y cdepi agMiHiCTpaTUBHOIMO Ta AOMOMIXKHOMO
obcnyroByBaHHs, po3ain 79 [ianbHICTb TYPUCTUYHUX areHTCTB, TYPUCTUYHUX onepa-
TOpIB, HagaHHA iHWKX NOCnyr i3 6POHIOBaHHSA Ta NoB'A3aHa 3 UMM gisnbHictb. Came

Ui Ta 6e3niy iHWKX opraHizauinHo-NpaBoBMX NPobremM CTBOPHOKTL MEpPELUKOAN AONs
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YCMILLHOro PO3BUTKY MUCITMBCBHKOrO Typu3My B YKpaiHi, OCKiNbKM noTpannse y cdepy
perynoBaHHA BENUKOI KiNbKOCTI HOPMaTUBHO-MPABOBMX akTiB Ta YnpaBMiHCbKUX
CTPYKTYP.

OmuHaoum gaHi cynepeyHocTi, MUCIIMBCbKUI TYpU3M 3anuwlaeTbcsl Manono-
CNifXEHUM | NEePCNEKTUBHUM HanpsiMOM TYPUCTUYHOI AiANbHOCTI. Npn po3pobneHHi
eEKTUBHMX NMPABOBUX HOPM Y cdepi MUCIMBCBKOrO Typmn3amy HeobXigHO crnvpaTuch
Ha MDKHapOOHUM AOCBI4 Ta iICTOPMYHI OCOBNMBOCTI HaLiOHANbLHOrO MOSOBAHHA 3

BpaxyBaHHSIM NPUHLMMIB CTANOr0 eKONoriYHo 36anaHcoBaHOro po3BUTKY.
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Ecologization as a priority for enterprise management

Abstract: The ecologization issues in Ukraine, both at the national and
enterprise levels have been examined in the article; the metrics used to track
ecologization performance of the enterprise have been singled out, and the
relationship between environmental costs and gross regional income, environmental
charges, and environmental pollution fines has been examined with application the
regression model. The importance of organizational and economic mechanism to
ensure the ecologization has been indicated. We have found that the environmental
situation can be improved by setting priorities in the environmental and economic
policy and the ecologization mechanism should be compulsory for all enterprises
regardless of business size or their activity.

Keywords: ecologization of the enterprise, economic and environmental
priorities, sustainable development, greening of production technology, and ecologo-

economic efficiency.

1. INTRODUCTION
Currently, the major indicator of well-being and competitiveness of any country
is an economic growth that has both positive and negative effects associated with the

impact of intensification of human activities on the environment. A lot of studies
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confirm that the environmental degradation is influenced primarily by economic, legal,
and political factors. These factors have impact on various economic entities; they
are different in scale and seriousness of the consequences. Today there is a steady
increase in environmental problems and many countries have already implemented
the environmental policy and natural resources management based on the principles
of sustainable development at different hierarchical levels (enterprise — region — state
— group of states).

There are plenty environmental problems in Ukraine caused by deterioration in
the development and restoration of the natural resource complex. The effective
solutions for the environmental problems and economic and environmental security
of the country depend on setting important priorities in the environmental policy of the
Ukrainian enterprises. One of these priorities is the greening of production
processes. This priority is relevant in view of the need to preserve the environment
and the European aspirations of Ukraine in compliance with the principles of
sustainable economic development.

Ecologization (greening) is a process of continuous and coherent development
and implementation of new industrial technological processes and management
measures aimed at increasing the role of environmental priorities in production,
improving the environmental education of executives, introducing environmental
innovations into production, and implementing ecological modernization of
production.

Economic and environmental priorities should have the same value for the
executives when making decisions on the ecologization of business, production and
technology. The economic growth in Ukraine, industrial or enterprise development is
impossible without the environmental priorities, because ignoring them and providing
significant benefits to economic priorities will have negative consequences.

2. LITERATURE REVIEW

Much attention in the scientific studies has been paid to the ecology, legal
principles of natural resources policy in Ukraine, environmental management and
environmental principles, economic evaluation of natural resources, ecological risks,
organizational and economic mechanisms to ensure the natural resources

management in the new economic conditions.
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The issues of greening the economy, environmental responsibility and
environmental assessment of production have been described in the studies of
Ukrainian scientists such as B. Danylyshyn, L. Pashkevych, V. Tarasova, |. Ko-
valevska, A. Voytsytskyy, V. Dubrovskyy, V. Boholyubov.

Some authors [1, p. 16-26], [3, p. 12-20] focus on recycling and waste
management, on the basic greening manufacturing principles of the enterprise, as
well as on monitoring of waste indicators on greening production, and its
consequences for the enterprise.

The environmental issues and environmentally friendly production have been
discussed in the other studies [2, p. 42-50]. These authors have found the ways to
converge different environmental metrics into single integrated indicator, to create
innovative methods of economy transformation on the basis of greening in the
product life cycle, to improve the actual environmental legislation of Ukraine [6,
p. 115-120].

The scientific studies [7, p. 576-579], [8, p.113-119] are focusing on:
formulation of the common environmental policy of the EU member states and it’s
institutional and legal framework as the most important preconditions for greening the
economy; the main stages of a common EU environmental policy, and the areas of
cooperation between Ukraine and the EU in addressing environmental problems of
economic development.

The difficult ecological situation in Ukraine also lies in the fact that the
greening of enterprises is mostly fragmentary and formal. It caused by lack of
effective legislation of environmentally responsible business. Greening of production
in many cases affects some large enterprises in Ukraine while according to the
principles of sustainable development the greening should be compulsory for all
businesses regardless of size or activity.

The aim of this study is to examine the ecologization issues both at the
national and enterprise levels, develop and single out the major metrics that can be
used to track ecologization performance at the enterprise level, explore the
relationship between environmental costs and gross regional income, environmental
charges, and environmental pollution fines, and indicate the importance of

organizational and economic mechanisms to ensure the ecologization.
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3. RESULTS AND DISCUSSION

The environmental problems cause significant economic damage to national
economies of almost all countries. According to rough estimates, the annual
environmental losses are 0,4-2% of gross domestic product in developed countries,
3-5% of GDP in Eastern Europe, more than 15% of GDP in Ukraine. The increasing
trend in strengthening adverse environmental impacts in Ukraine caused by high
energy and material consumption, high production wastes, outdated equipment at the
enterprise level and the large-scale environmental degradation.

Key environmental indicators in Ukraine for the period 2012-2015 are shown in
the table 1. Air pollutants and dioxin emissions by stationary and mobile sources for
2015 compared 2014 reduced by 33,7%. This situation has been caused by the
decrease in number of industrial enterprises and thereby the decrease in emissions
of industrial wastes. Statistics on wastes of the I-IV grade of hazard for the period
2012-2015 demonstrates their reduction by 30,7%; and wastes of the |-IV grade of
hazard for 2015 compared to 2014 decreased by 12,04%. Generation of wastes of
the I-lll grades of hazard decreased by more than half for the period 2012-2015. The
analysis of statistical data on disposal of wastes of the I-IV grade of hazard for the
period 2012-2015 shows their reduction by 35,5%. The wastes disposal of the I-IV
grade of hazard decreased by 15,4% for 2015 compared to 2014 as well. As a result,
the wastes disposal of the I-lll grade of hazard for the period 2012-2015 also
decreased by 41,9%.

Table 1

Key environmental indicators in Ukraine for the period 2012-2015
IndicatorSYearS 2012 2013 2014 | 2015 ﬁtc)(:?%g;st: grt‘;""ﬁz
1. Air pollutants and
dioxin emissions, 6,821 6,719 5,346 4,521 -2,3 66,3
million tons
2. Wastes of the I-IV
grade of hazard, 450,73 448,18 355 312,27 -138,46 69,3
million tons, including:
- wastes of the I-llI
grade of hazard 1,368 0,919 0,740 0,587 -781 42,9
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3. Wastes disposal of
the I-1V grade of

143,454 147,118 109,28 92,464 -50,99 64,5
hazard, million tons,
including:
- wastes of the I-lll
0,541 0,439 0,327 0,315 0,226 58,1

grade of hazard

4. Costs on
environmental
protection and
) 245911 21925,6 19513,8 | 18733,2 -5857,9 76,2
rational use of natural
resources, million

UAH

There is a negative tendency in the costs on environmental protection and
rational use of natural resources in Ukraine. The amount of such costs during the
period 2012-2015 decreased by 23,8%, as well as in 2015 compared to 2014 by 4%.
This situation is caused by several factors concerning to the lack of financial
resources for investment into environmental measures, insufficient budget funds for
investment into industrial sector that have a great impact on reproduction and
protection of natural resources, lack of legal distinction between powers and
responsibilities of government and administration, which leads to inconsistencies
decisions on resource use and environmental safety.

The environmental situation can be improved by setting priorities in the
environmental and economic policies and using greening mechanisms that should be
mandatory for all businesses regardless of size or activity. The enterprise’
ecologization will result in reduction of harmful emissions into the air, water pollution,
destruction and contamination of land, heat, noise, electromagnetic and other effects.
The enterprise can achieve these results by using two directions of ecologization:
(1) comprehensive greening industrial production through the use of clean energy
resources, wastewater treatment technology and recycling waste; (2) environmental
management system based on new priorities in developing, implementing and
maintaining policy for environmental protection.

The enterprises should focus on the environmental and economic metrics

while making decisions on implementation of the ecologization measures. These
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metrics can be divided into two groups: (1) metrics used to measure the efficiency of
greening production technology; (2) metrics used to measure the ecologo-economic
efficiency of enterprise ecologization (fig. 1).

The metrics related to the efficiency of greening production technology include
the indicators that identify the environmental impact of manufacturing and the
indicators that reflect the level of wastes in a manufacturing. These metrics include
the following: 1) the level of water pollution is defined as the ratio of the actual
volume of waste-water discharge to the permissible volume of waste-water
discharge; 2) the level of land pollution is defined as the ratio of the actual amount of
soil pollutants to the permissible amount of soil pollutants; 3) the level of air pollution
is defined as the ratio of the actual amount of harmful emissions into the air to the
permissible emission of hazardous substances into the air; 4) the water consumption
efficiency is defined as the ratio of the value of water consumed in manufacturing to
the volume of manufactured products; 5) the energy consumption efficiency is
defined as the ratio of the cost of energy consumed in manufacturing to the volume
of manufactured products; 6) the raw materials consumption efficiency is defined as
the ratio of the cost of raw materials consumed in manufacturing to the volume of
manufactured products; 7) the waste recycling efficiency is defined as the ratio of
recycled wastes to the volume of generated waste in manufacturing; 8) the waste-to-
output ratio is defined as the ratio of the volume of generated waste in manufacturing
to the actual output; 9) the resource utilization ratio is defined as the ratio of
resources used in manufacturing to the volume of generated waste in manufacturing;
10) the ratio of waste return in repetitive manufacturing is defined by dividing the
waste returned in manufacturing by the total production wastes.

The metrics used to measure the ecologo-economic efficiency of enterprise
ecologization should include: 1) the ecologization cost efficiency is defined as the
ratio of expenditures for the purchase of environmentally friendly technologies to the
total costs of the enterprise; 2) the cost-effectiveness of environmental programs is
determined by dividing the costs on environmental programs and environmental
measures to the total costs of the enterprise; 3) the ecologo-economic efficiency is
defined as the ratio of capital (or current) ecologization costs to the total profit of the
enterprise; 4) the share of economic losses due to pollution is defined as the ratio of

pollution charges to the total profit of the enterprise; 5) the share of economic losses
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due to violations of environmental laws is defined as the ratio of the amount of fines

for environmental offences to the total profit of the enterprise.

Environmental and economic metrics

v
v v
Metrics for greening production Ecologo-economic metrics of
technology enterprise ecologization
N Level of water pollution Ecologization cost efficiency [«
> Level of air pollution :
Cost-effectiveness of
> ' . <
Level of land pollution environmental proarams
g Water consumption efficiency . .
Ecologo-economic efficiency ¢
i Energy consumption efficiency
: : Economic losses due to
N Raw materials consumption <
N . - .
Waste recycling efficiency Economic losses due to
Waste-to-output ratio violations of environmental laws
i Resource utilization ratio
N Ratio of waste return in
repetitive manufacturing

Fig. 1. The environmental and economic metrics of enterprise ecologization

Naturally, considerable attention in the ecologization of enterprise should be
given to the environmental costs and the enterprise income because the value of
charges for environmental pollution and penalties for environmental offences has a
great impact on the enterprise performance.

An examination of the relationship between environmental costs and gross
regional income, environmental charges, and environmental pollution fines will be
done with application the regression model:

X:b0+bl-X”+b2-X2,+b3-X3t’ (1)
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where Y: — is the environmental costs; X1:— is the gross regional income; X2 —

are the amount of environmental charges; X3 — the amount of environmental

pollution fines; bo, b1, b2, bz— are the regression coefficients.

The practical application of regression model to predict a dependent variable

from a number of independent variables is shown by using statistics of Ternopil

region (Table 2).

The appropriate computations have been done and we have obtained the

linear model that examines the relationship between environmental costs and gross

regional income, environmental charges, and environmental pollution fines:

Y, =-59,936+0,0016- X, —11,056- X,, +421,79- X,

Table 2
Input data
vears 2013 2014 2015 2016
Indicators

Environmental costs, million UAH 23,65 29,36 37,88 36,26
Gross regional income, million UAH 8726,8 9765,4 9826,9 8439,5
Environmental charges, million UAH 0,308 0,68 0,727 0,998
Environmental pollution fines, million UAH 0,145 0,161 0,182 0,195

This regression model has been used to predict the amount of environmental

costs for the next year (2017). The computation results are given in the table 3.

income, million UAH

Table 3
The computation results
Forecast
Indicators Forecast equation (2017),
million UAH
Environmental costs,
Y =-59,936+0,0016- X, —11,056- X,, +421,79- X;, | 31,689
million UAH
Gross regional
X,, =-80,04-t+9389,8 8989,6
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Environmental

X,, =0,2117-t+0,149 1,208
charges, million UAH
Environmental
pollution fines, X;, =0,0017-t+0,128 0,214
million UAH

Conclusion is that the decrease in gross regional income and the increase in
the environmental charges and environmental pollution fines have had an impact on
the environmental costs forecast for 2017. The environmental costs forecast for 2017
will be 31,689 million UAH, that is lower than for previous year.

The improvements in ecologo-economic effectiveness of enterprise
ecologization should be based on the effective economic mechanism for enterprise
ecologization through the use of enforcement, incentive and marketing mechanisms
and measures.

The enforcement mechanisms cover the environmental taxes and fees, fines
and penalties, sanctions and prohibitions, environmental standardization and
licensing that are coercive in general and aimed at strengthening state control over
compliance with environmental laws and regulations as well as environmental safety.

Incentive mechanisms cover the preferential taxation and environmental
lending, grants and funding, subsidies and awards, public investment in natural
environment research and environmental infrastructure.

Marketing mechanisms cover the creation of markets for natural resources
and environmentally friendly products or environmental services, restructuring of
“‘marketing value chain” which refers to production, sales and consumption,
ecological expertise (public, commercial), emissions trading, environmental excise

tax and environmental insurance and promotion.

CONCLUSIONS

The major factors affecting the ecologization of enterprises include the
concept of sustainable development, an increase in demand for environmentally
friendly products, the environmental awareness and customer culture, the
development of environmentally friendly and resource-saving technologies and the

international impact according to Ukraine-European Union Association Agreement.
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It was found out that the environmental situation can be improved by setting
priorities in the environmental and economic policies and using greening mechanism
that should be mandatory for all businesses regardless of size or activity.

The enterprises should focus on the environmental and economic metrics
while making decisions on implementation of the ecologization measures. These
environmental and economic metrics should be considered in the business strategy
for sustainable development, for the optimal combination of economic and
environmental objectives by identifying weaknesses and diminishing threats, using

internal strengths and estimating external opportunities to ensure efficient activity.
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Ways of radical change of the image of tax and customs

officers

Noticeable improvements have been made in tax system in recent years.
Great work has been undertaken to improve the quality of service of taxpayers and
to increase the services rendered. Significant achievements have been recorded
especially with respect to introduction of modern high technologies in customs
procedures, training of qualified staff, as well as improvement of the RA customs
code and compliance with international standards [7].

Human resources policy has its unique role in the development of tax sector,
improvement of administrative instruments and increase of efficiency of the system.
Along with implementation of legislative reforms and application of advanced
technologies for increase of confidence in tax system and expansion of capabilities,
the role of a professional tax officer is of high importance. In terms of efficiency of tax
administration if the organizational structure is considered to be the skeleton of the
system, human resources are the driving force of this skeleton. Therefore,
development of knowledge of the officers is a top priority objective of tax and
customs system, for the achievement of which human resources management policy
and comprehensive strategy shall be established that will comprise the key
component of the primary strategy of the tax authorities activities. Here the question
arises as to whether tax authorities provide various ongoing training courses in line
with international standards, instructional training materials, opportunities to
exchange experience with foreign countries and whether the system has qualified
lecturers with necessary experience, etc.

The radical change of the image of tax and customs officers is viewed from
two aspects:

1. Development of professional skills and knowledge;

2. Maintenance of code of conduct.
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The main form of development of professional knowledge is training. Training
of staff it is not just a one-time training, but also a planned continuing professional
training, through upgrading of knowledge and awareness, development of skills,
which is the main condition for achievement of the objectives set for tax officers. In
many cases training courses in public sector are set by the budget and regulated by
relevant laws (laws on internal audit, tax and customs services). Around the world,
leading organizations of both public and private sectors make huge investments in
professional development of their staff. Professional activities of tax and customs
officers assume availability of knowledge and skills for a number of professions,
including accounting, tax system, law and modern information technologies [1].

Aiming to ensure the high efficiency of achievement of general objectives, in
addition to knowledge, communication skills and ability to integrate into teamwork are
required. Time challenges constantly change the objectives set for tax system, which
in their turn change the requirements specified for professional skills of the officers,
therefore, trainings should be of continuing nature. Human resources policy of tax
and customs system is targeted at the following three areas: training of new
professionals, continuing training of experienced officers and provision of
opportunities for career growth. In order to improve the behavior of tax and customs
officers training needs per sectors and positions should be thoroughly analyzed and
long-term priorities should be set. Consequently, training of tax and customs should
be organized both through educational institutions and professional training
institutions operating adjunct to the state authorities, ensuring close relationship
between the institutions generating supply and dictating demand. Considering the
above the State Revenue Committee (SRC) of Armenia cooperates with higher
educational institutions. For this purpose, master's educational program with
specialization in tax and customs spheres is implemented in the State Economic
University of Armenia.

Equal training opportunities, career growth in line with relevant knowledge and
experience cause the officers to strive for deepening their knowledge and developing
skills. Since Armenia is a member of several international associations and is a party
to various agreements, tax and customs officers should complete appropriate
trainings corresponding to international standards, receive sufficient information and
technical support, training strategy should be developed for them and other

mechanisms of professional development should be applied and they should have an
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opportunity to participate in international training programs. In international practice
there exist various forms and methods of trainings, such as collective, group,
individual, classroom and distance trainings, trainings by electronic media, by
educational and didactic materials, online courses, etc. Each inexperienced
employee with various professions (accounting, audit, tax system, law, information
technologies) must overcome the barrier of integration into the team and teamwork,
possession the required skills and gaining the experience, the duration and results of
which are individual for each of them. The Internal Revenue Service of America, for
effective integration of new employees, organizes induction training course at the
workplace and includes in working teams both experienced and less experienced
employees.

Tax and customs system is a multifunctional structure, therefore, in order to
ensure unified application of the legislation, professional training of staff should be
organized by means of guidelines, workshop discussions, qualification trainings and
other instruments, which should be attended by the employees of territorial and
regional tax and customs authorities. The organizational structure of tax and customs
system has been established based on functional principle, however it comprises
also subdivisions for types of taxes, and for proper performance of these functions
responsible employees are required to possess relevant knowledge about the
functions, appropriate skills and complete trainings. Training programs need to
distinguished:

¢ based on functions, specialized and general topics;

e based on management level (managerial staff, lower and medium level
managers).

Trainings on general topics should be mandatory for all tax and customs
officers, and should include the categories listed below:

e economic;

e civil;

e legal;

« moral and psychological, code of conduct;

« social and political, etc. [1].

For example, the internal auditors are required to possess proficient

knowledge on internal audit, legislation related to tax and public finance management



215

and internal control system, to have qualification of internal auditor and to complete
annual mandatory trainings on specialized and other general topics.

Individual training programs should be defined for each level of management,
where clear emphasis should be made on management issues, particularly on
setting, review and timely performance of the task, monitoring, accountability and
development of the employees’ knowledge. Training of managerial staff is also
important due to the fact that managers establish necessary procedures for
performance supervision, especially when it refers to their own staff. In addition to the
responsibility for proper performance of activities and accountability at different
levels, they are involved in the certification process, they assess the performance
results of officers and determine the need for training courses and their directors. In
general, along with specialized trainings the managerial staff should attend various
training courses on development of leadership skills.

The main steps of efficient training are:

1. Assessment of training needs;

2. Preparation of training plan, programs;

3. Development and organization of training;

4. Assessment of training efficiency.

Training results include:

1. Development of knowledge of the officers;

2. Motivation of the officers;

3. Proper use of capabilities of the officers [6, c. 350].

System of regular training of tax officers has been introduced in tax system of
Armenia. In the SRC tax and customs officers training function is performed by the
educational center operating under subordination of the committee. The mission of
the center is the training of tax and customs officers, taxpayers, development of
professional knowledge and technical skills, cooperation with international bodies,
preparation and provision of information and analytical materials.

Training courses organized for tax and customs officers in the center are of
more specialized nature and cover the most important issues of tax and customs
legislation, particularly, customs legislation and administration, introduction of
external audit tools in customs audit, electronic management system, tax legislation,
tax inspections and supervision. Topics of trainings are proposed by tax and customs

services based on current requirements.
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Trainings on various topics are set based on functions. These are:

1. Tax service

e training of the officers performing legal function;

¢ training of the officers performing taxpayers service function;

e training of the officers performing current supervision and inspections
function;

¢ training of the officers performing operative investigation function.

2. Customs service

e training of the officers of collection coordination and accounting
departments;

e training of the officers of customs tariffs and customs registration
departments;

¢ training of the officers performing functions of pre-clearance control and
fight against smuggling [8].

Upon completion of trainings computer-based test shall be passed. The
employees with positive results (80 points and higher) have an opportunity to pass
paper-based certification.

For comprehensive solution of practical issues arising during implementation
of tax system reforms and in order to have human resources who satisfy international
standards, around 1000 tax and customs officers should be trained by annual
working and educational plan. Aiming to raise awareness of taxpayers and to
increase tax revenue training courses for taxpayers are also organized in the cen-
ter [8].

The rapid development of internet and web technologies enables a faster
exchange of information, as well as cooperation and interaction among the users. In
recent years, up-to-date becomes the distance learning via internet. In 2015,
distance learning pilot system was introduced in the training center and educational
processes are organized online, without taking off the employees from their work and
workplace. Distance learning, being flexible, mass scale and effective, enables to
organize workshops, discussions and trainings on challenging issues in short period
of time.

In 2012-2013 around 8000 tax and customs officers were trained in the center

and in 2016, 90 groups included 1974 participants.
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Table 1. Information on training of employees of tax
and customs authorities [3]

Indicators 2014 2015 2016
Tax authorities
Number of tax officers 1913 1877 1674
Number of trained tax officers 1455 1539 1428
Number of certified officers 141 503 92

Number of officers who received grade or

. 290 278 168
special degree

Number of recruitments conducted 4 5 1

Number of employees hired as a result of

. 80 166 25
recruitment
Customs authorities
Number of customs officers 791 814 739
Number of trained customs officers 550 583 544
Number of certified officers 12 - -
Number of officers who received special 86 144 45
degree
Number of recruitments conducted 5 1 1
Number of employees hired as a result of 18 1 64

recruitment

In 2016, 85% of tax officers and 74% of customs officers were trained.

Staff training is also conducted in international training centers of international
organizations, which contributes to modernization of tax and customs system.

In the system unified procedures are developed in the head office and
afterwards are assigned to tax inspectorates. Therefore, for implementation of
modern control mechanism over their performance and for ensuring unified business
behavior, in addition to trainings, discussions on behavior, instruments and legislative
changes are organized in the form of workshop discussions.

One of the pillars of the functional organizational structure of tax system is the
staff performance assessment system, which should be based not only on the taxes
collected, but also on the efficiency and other functional indicators, resulting in
employees seeking to achieve higher results. Based on the performance assessment

results needs for training and its directions are determined.
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Trainings of tax and customs officers are regulated by relevant legislative acts,
based on which training educational programs, certification performance and
evaluation procedures are set.

The certification of tax officers is carried out once every 3 years. Those tax
officers who get 80 or higher points based on total training results within the period
following the previous certification and positive efficiency report are subject to paper-
based certification. Paper-based certification is performed based on the efficiency
report, by an interview [4]. The efficiency report is provided by the immediate
supervisor, taking into account the efficiency of the employee’s performance.
Training of tax and customs officers represents additional professional training with
duration of 80 academic hours (from 2016) organized by tax and customs authorities.
After training participants’ advancement assessment is performed by 100-point scale,
as follows:

¢ score of 95 (inclusive) and higher is assessed as excellent advancement;

e score 90-95 is assessed as good advancement;

e score 80-90 is assessed as satisfactory advancement;

¢ score of lower than 80 is assessed as satisfactory advancement [5].

Each year at least one-third of tax officers is subject to mandatory training,
which is arranged for the improvement of specific requirements set for the rights and
obligations specified by the job description for the given position of the service and
for possession of professional knowledge and operational skills. The officers’ training
costs are covered by the funds of the service and the state budget. In addition to
mandatory training prescribed by the law, the officers can attend various courses for
personal development, which may or may not be aimed at improving the quality of
performance of professional duties.

Along with the measures of the State Revenue Committee targeted at the
effective staff management, the maintenance of code of conduct by the officers is
also in focus. Rules that guide conduct of an officer of European tax system assume:

e professionalism;

e objectivity;

e honesty;
e integrity;
e fairness;
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e independence, etc. [2].

According to European standards, tax authorities are obliged to ensure the
above listed requirements of internal and external behavior of its employees. The
SRC, wishing to ensure and develop communication and interaction skills of its staff
resulting from professional behavior, has established a code of conduct for tax and
customs officers, the maintenance of which is mandatory both on and off duty.

The code of conduct of tax and customs officers represents norms based on
generally accepted principles of morality, which regulate behavior, conduct and
relationship peculiarities of a tax officer in accordance with the tax and customs
service procedures.

The code of conduct has been established for the purpose of guiding the
behavior of tax officers.

Tax and customs officer is obliged to:

e demonstrate unconditional loyalty and commitment to his/her country and
work;

e refrain from actions that may hinder the activities of the state body or
undermine and discredit it;

e be guided by moral norms based on principles of humanity, fairness and
honesty;

e respect human dignity;

e be impartial, objective, independent, discreet and lead by example;

¢ avoid undue emphasizing of his/her position;

e be balanced, disciplined and truthful;

¢ be polite with taxpayers, partners, subordinates and management;

e avoid any kind of protectionism, mediation, assistance as a result of which
compliance with requirements of tax laws can be obstructed, to use only moral
actions for achievement of goals during the service;

e not to fall into a position of dependence due to his/her behavior and be
independent;

e maintain unconditionally the confidentiality of official information aiming to
ensure the secure operation of customs service [9,10].

The immediate supervisor of the tax officer, following the rules of professional

conduct, undertakes measures to the extent possible to ensure observance of these
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rules by his/her subordinates. In case of their violations or improper maintenance,
relevant penal measures will be applied. In 2015-2016 for inappropriate performance
of duties and improper maintenance of code of conduct, tax and customs were

subjected to disciplinary action.

Table 2. Number of officers subjected to disciplinary action of the SRC [3]

Indicators 2015 2016
Customs officers
Warning 5 3
Strong warning 4 -
Tax officers
Verbal warning 74 40
Written warning 49 17
Downgrading 1 -

Effective tax administration requires not only highly qualified, but also polite tax
and customs officers, who will strictly maintain the rules of professional conduct and
ensure proper compliance with moral and psychological norms during their service.

The above stated studies and researches allow drawing certain conclusions
and providing recommendations as presented below:

1. Thus, the solution of issues faced by the economy attaches importance to
radical change of the image of tax and customs officers and enhancement of
professional qualification, which can be achieved through quality education and
continuing professional development. Development of staff knowledge and analytical
capabilities will bring new quality and approach in human resources policy and
training processes of the SRC. Only high professional quality of staff can ensure a
high level customer service, which in its turn will serve as a precondition for
improving tax culture in Armenia. Within the scope of tax and customs reforms
human resources management strategy and policy are set, which will contribute to
the achievement of goals of tax authorities and development of staff members
through clearly designed trainings and professional development.

2. The main ways of radical change of the image of tax and customs officers
are as follows:

2.1.Management of tax system personnel should include complex measures

of staff recruitment, proper allocation, training and motivation, and should be also
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targeted at training of candidates pool, which should guarantee the availability of
human resources for the system.

2.2.The key condition for ensuring high performance indicators and
development of professional knowledge is the existence of incentives (motivation)
system. Incentives system must be consistent with the achievement of the objectives
of tax system. The right combination of payment and incentives systems will
contribute to the social security of the officer, which will allow him/her to be
independent when performing professional duties. Tax and customs officers
comprising a part of the society, by their lifestyle and behavior help on formation of
the opinion on the system.

2.3.Mandatory trainings prescribed by the law are financed by the state
budget, therefore, the effective and purposeful management of public finance
requires the training costs to be targeted by contributing to the increase of efficiency
of tax administration. Consequently, two approaches for the assessment of training
efficiency (cost-outcome) should be applied: efficiency analysis of the organization
that conducts training and assessment of qualitative and quantitative changes in the
performance of duties by the officers after training.

2.4.The key factor of efficiency of tax administration is the availability of
professional, courteous and knowledgeable staff. For this purpose, tax and customs
officers gain new qualitative skills through trainings (local and international)
corresponding to international standards. To avoid wasted efforts and resources, the
system should undertake measures for the reduction of staff outflow. Thus, figures
presented in human resources management section of 2016 report of tax and
customs system show that human resources outflow from the system is quite high,
that is 203 employees, which is to some extent conditional upon optimization of the
structure of tax inspectorates that implies reduction of number of tax inspectorates
and establishment of service centers. Instead of hiring new employees for the

system, it is reasonable to arrange rotation of the experienced staff through trainings.

References:
1. CynenmaHoB [.H. OcHoOBHble HanpaBfeHus CcOBepLUEeHCTBOBaHUS npodec-
CMOHarbHOW NOArOTOBKM M MOBbIWEHWS KBanudukaumm paboTHMKOB HanoroBbIX

opraHos, http://www.rosnou.ru/nalog-i_ru/news_141014.



522

2. Assessment program of administrative capabilities of the State Tax Service
adjunct to the RA government, Booz Allen Hamilton Inc., 2007, p. 452.

Annual report on the activities of tax and customs authorities, 2016, p. 92.

Law on Tax Service, 03.07.2002.

State Revenue Committee, 15.11.2013, order N 508-N.

Detailed Guidelines for Improved Tax Administration in Latin America and the
Caribbean, USAID, 2013, p. 530.

7. http://henaran.am/51088.html#sthash.QAXvxib5.dpuf.

8. www.mftc.am.

U

9. www.taxservice.am.

10. www.customs.am.




523

Vladimir Liparit Harutyunyan,
Corresponding Member of NAS RA, Doctor of Economics, Professor,

Institute of Economics after M. Kotanyan of NAS RA

Main approaches to the improvement of organizational

structure of tax and customs authorities

Abstract: The mission of tax and customs authorities is to ensure economic
security, control the compliance with tax legislation requirements, and assure equal
development of taxpayers service and tax control functions. These objectives can be
achieved by continuous improvement of tax administration and introduction of an
optimal organizational structure. Of four generally accepted types of organizational
structure the functional organizational structure is the most commonly used one.
However, in many cases, in the organizational structure in parallel to the subdivisions
regulating established regulatory and operational functions, the subdivisions
maintaining accounting of and control over indirect taxes are included, and tax
authorities controlling the activities of large taxpayers are separated. The optimal
organizational structure of tax system ensures strong grounds for enforcement and
control of tax system legislation.
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and operational functions, taxpayers segment, large taxpayers, types of taxes.

During the years of independence in Armenia the improvement process of tax
policy and administration was always focused on the development of tax control
mechanisms and information technology infrastructure, expansion of services
rendered to taxpayers, improvement of customs processes and optimization of
organizational structures of tax and customs system. Particularly, for the
improvement of quality of the services rendered an electronic reporting system and
simplified procedure of registration of taxpayers have been introduced, call centers
and taxpayers service centers have been established, and other measures have
been undertaken. However, in parallel to the above stated reforms, in terms of

improvement of efficiency of tax and customs systems specific importance is
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attached to tax and customs legislation, state revenue policy and risk assessment
systems, as well as to the improvement of organizational structures.

The state is a principal institute of political system, and the form of statehood
represents the entirety of the form of government, form of state structure and political
regime. In accordance with constitutional law, states are unitary, federal or federated
by their form of government. Unitary states, as a rule, are established on the mono-
ethnic territories, where single constitution and legislation are effective and
legislative, executive and judicial powers are hold by a single supreme authority.
Unitary states are classified into centralized and decentralized states. The example
of a centralized unitary state is the Republic of Armenia and as an example of a
decentralized state France and Georgia can serve. In unitary states tax and customs
system is governed from one center by unified constitution, like for example in
France, Italy, Great Britain, and in many cases nationwide tax code is effective. In
2016 Armenia also adopted tax code, which will come into force on 1 January 2018.

Federal state as opposed to the unitary state has two supreme levels of
government. Federation entities have the right to adopt regional laws. In such
countries as the USA, Germany, Australia, Sweden the tax system is composed of
several levels, central and regional (states, provinces, etc.). The basis for the tax
system unity is the commonly applied unified legislation.

Within the state government system tax and customs authorities can act as:

e a unified semi-autonomous body, which represents such type of an
organizational structure in which all functions are centralized in one body and the
head, as a rule, is accountable to the Minister of Finance. This type of organizational
structure is chosen by Australia, Denmark, Japan, Ireland. Especially in Japan the
tax administration function is performed by the National Tax Agency subordinated to
the Ministry of Finance and comprised the head office, 11 territorial offices and 524
territorial inspectorates [9].

¢ a unified semi-autonomous body that is accountable to the management
board. The board is composed of the representatives of legislative authorities, tax
consultants, lawyers, qualified accountants. The management board authorities
encompass additional supervision, assessment of performance efficiency of tax and
customs authorities, development of further strategy. The board reports directly to the

head of the supreme body, primarily the Minister of Finance. This type of
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organizational structure of tax system is chosen by the USA, Canada and Great
Britain.

¢ a unified tax subdivision (service), which operates under the supervision of
the Ministry of Finance. Tax administration function is performed by the tax service
subdivision and other administrative functions (human resources policy, supply
logistics, information technologies, finance, etc.) are carried out by the relevant
subdivisions of the Ministry of Finance. This model of organizational structure is
applied in France, Switzerland.

¢ allocation of tax administration functions between the different subdivisions.
The structure of tax system implies allocation of tax administration functions between
several ministries, for example in Germany tax administration function is performed
by the Federal Tax Service subordinated to the Ministry of Finance. In addition,
certain tax functions are allocated between other institutions of federal government,
for example some functions are carried out by the Alcoholic Beverage Production
and Sale Control Federal Service. This model of organizational structure is used in
Belgium, Greece, Portugal [6].

The key objectives of tax and customs authorities are to ensure economic
security and protection of economic interests, control compliance with tax legislation
requirements and assure equal development of taxpayers service and tax control
functions through tax system. These key objectives can be achieved by constant
improvement of tax administration the essential areas of which are the proper
allocation of functions and establishment of the optimal organizational structure.

Tax administration represents actions performed by tax authorities in
accordance with legislation aimed at ensuring the widespread and accurate
application of tax legislation and achievement of the objectives of tax authorities.

The mission of tax administration should encompass the following functions:

1. improvement of quality of the services rendered to taxpayers, provision of
necessary support and information;

2. restructuring of main business processes of tax authorities;

3. introduction of modern mechanisms of tax control;

4. effective management of human resources, improvement of internal control
mechanisms;

5. prevention of tax violations and detection of evaders;

6. increase of efficiency of the fight against shadow economy;
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7. strengthening of tax discipline, etc.

When carrying out its mission tax and customs system encounters functional,
human resources and structural issues, for the solution of which optimization of
functions, establishment of effective organizational structure and training of officers
are required.

One of the key issues of today’s tax administration is the establishment of
effective organizational structure of tax and customs system. Why the role of
organizational structure is so important for the efficiency of tax administration? In
recent years both in public and private sectors area of focus is the development of an
optimal organizational structure, since the accountability, responsibility, transparency
and efficiency of the systems activities in the majority of cases are conditional upon
organizational structure, for example as much the legislative body is powerful and
well-established, to that extent the control mechanism will be addressing and
effective and to that extent the body will show flexibility in solving the problems of
modern management. Government is in search of ways of improvement of operating
results with the aim of enhancement the accountability and transparency of the
system. The organizational structure of tax system is the key to these efforts and
therefore is always subject to improvement [9].

When designing the organizational structure a number of factors is
considered, particularly:

o types of taxes — value added tax, profit tax, income tax, excise tax, etc.;

¢ functions — collection of taxes, service of taxpayers, control, audit, etc.;

o types of taxpayers — large, medium and small taxpayers.

In practice, for organizational structure of tax administration the following four
approaches are applied:

1. functional organizational structure (principles of a function-based);

2. product organizational structure, per types of taxes;

3. combined organizational structure;

4. organizational structure per taxpayers segments [5].

Functional organizational structure is based on a commonly established
regulatory and operational functions that directly relate to taxpayers. Generally, this
type of organizational structure is characterized by a highly organized heads of

subdivisions who define the orientation of policy and programs. The structure
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comprises different organizational units, which are managed by the officers
accountable to the direct superior of the institution.

Tax administration functions are classified as follows:

e regulatory and operational;

e primary and secondary.

Regulatory functions are applied for the achievement of the primary goal of tax
administration, that is for the solution of legislative issues and for ensuring high
efficiency of operational system. The introduction of necessary methods and
administrative procedures allows these functions to ensure enforcement and
interpretation of regulatory acts and tax legislation.

Efficient operational system creates grounds for achievement of the next key
goal of tax administration that implies raising maximum amount of tax revenue at the
least cost.

Operational functions relate directly to tax collection. These functions include
registration and accounting of taxpayers, current inspections and controls.

Primary functions of tax system comprise registration and accounting of
taxpayers, current tax control and inspection, which help tax authorities to possess
the updated information about the activities of registered taxpayers.

Secondary functions contribute to the performance of primary functions. These
are as follows:

e Legal function ensures accurate application of regulatory acts by tax
authorities and taxpayers;

e Human resources management is one of the key functions of every
organization. Human resources management is implemented by the legislation
regulating relations between an employer and employee (labor code, laws on tax and
customs services, etc.). Among the priorities of tax system are the education and
continuous training of personnel.

e A subdivision that performs audit and internal control function is
responsible for the internal audit of the institution and its units, for the assessment
and analysis of management process of the risks existing in tax system and for
provision of recommendations for the solution of the issues identified. At the same
time, performance of tax system subdivisions and staff is assessed aiming to reveal

the risks affecting the goals of tax system [13].
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¢ Function ensuring taxpayers awareness has its unique place in tax
acculturation process. Relevant subdivisions operating in tax system are responsible
for provision of timely and relevant information and support to taxpayers with respect
to tax legislation.

e Subdivisions that perform accounting, finance functions set and allocate
the budget of the institution and its subordinated units, maintain the accounting and
prepare reports.

¢ Information technology functions. Given today’s requirements for
introduction of advanced technologies in tax and customs systems, the function
supports the upgrading of the system, carries out programming, ensures technical
maintenance of computer equipment and various technological applications [6].

Depending on the size of tax and customs system, the secondary functions
can be combined or expanded.

As a result of application of functional organizational structure the activities of
tax system become more specialized and the control becomes more effective,
therefore the tendency of large-scale application of this type of organizational
structure is observed in many countries. Bulgaria, Hungary, India, Canada, the
Netherlands, Turkey, Finland and other countries use functional organizational
structure in their tax systems.

In Canada, the functional organizational structure is set for the central office of
the revenue agency. For the performance of these functions the subdivisions
responsible for the appeal, provision of tax privileges, accounting, inspections, risk
management, audit, relations with taxpayers and arrears and legislation analysis
have been established. Thus, the functional organizational structure is based on the
following two essential principles:

1. The structure is shaped based on the established policy/mission and control
is performed by the heads of relevant institutions;

2. Policy should be set based on functions — service, registration, data
processing, collections, audit, etc. When establishing the functions the peculiarities of
state government system, generally accepted approaches are considered aiming to
ensure the achievement of goals set both for the system and economy [3].

Product organizational structure has been developed long ago and until
recently has been considered as the most widely used. The organizational structure

by types of taxes applied in the body implementing tax administration in Great Britain
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has been developed already in 1690. Up to 1950 the USA tax system was also
based on this principle, however, in 1950-1998 a transition was made to functional
principle, and afterwards the organizational structure was set based on four
segments of taxpayers, small businesses and individual entrepreneurs, medium and
large businesses, tax-exempt and government units, revenue from salaries and
investments. In New Zealand and Australia the structure of tax system was also
originally set based on types of taxes, afterwards it was reorganized to functional
organizational struture, however, starting from the nineties of the last century the
organizational structure by taxpayers segments has been applied. In particular,
during the formation of organizational structure of tax system in the developed
countries more often the combination of the above stated two or more types of
structures is used [1]. According to product approach, in tax system the
multifunctional subdivisions are set based on applicable types of taxes and operate
independently of each other, which can cause inefficiency in the organizational
structure, since the repetition of functions is accompanied by increase of expenses.
Therefore, the countries that apply this approach mainly restructure the
organizational structure of their tax systems using function-based and by taxpayers
segments principles. In many countries, such as Austria, Belgium, ltaly, Germany,
France and Japan, the organizational structure of tax system is typically set by a
combination of the above stated methods. The determination of dominance of one or
another principle is quite difficult, since various diverse factors also affect the
efficiency of tax system activities. For example:

e Functional organizational structure which also includes specialized
subdivisions for dealing with certain types of taxes;

e Product operational structure that comprises certain operational functions,
etc.

In the organizational structure of tax system by taxpayers segments, in
addition to taxpayers segments the subdivisions performing standard operational
functions are separated. Segments are classified based on small, medium and large
economic entities. Since the major share of tax revenue is ensured by large
organizations that are few in number, the separation of large taxpayers segment is
applied as common approach in many countries. The activities of these taxpayers
and relations with tax legislation (types of taxes, privileges) are diverse,

geographically dispersed, multi-functional and, therefore, separate bodies
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(inspectorates) responsible for the control of large taxpayers are established under
subordination of tax authorities aiming to ensure efficient supervision over their
activities and mitigate the existing risks [4]. Given the modern challenges, reforms
related to the improvement of tax system often deal with the improvement of the
organizational structure of the system and its principles. Below is presented a sample

chart of the most common organizational structure of tax system.

Tax authorities (service)

Central office Operational functions

Tax inspectorate of large
Service and informative S taxpayers

center

Territorial tax inspectorates

Collections —

Audit and research

Support center

IT department

Methodology

Chart 1. Sample of functional organizational structure [3]

It should be stated that in many countries the functional organizational

structure is applied, however in the countries where VAT (value added tax) is
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effective, in the organizational structure a subdivision responsible for this type of tax
and a subdivision by taxpayers segments, namely for large taxpayers are separated.
In the tax system of Armenia there operates large taxpayers tax inspectorate.

The tax system of Armenia was established in 1991 and started its activities
in quite difficult conditions without own tax legislation, state budget and planning of
tax revenues, and lacking logistics, building facilities, trained and qualified personnel.
Passing a rather complicated way, the system had great achievements during 26
years, including the contribution to economic growth, development of legislation
oriented at protection of consumers interests, establishment of a customs system
corresponding to international standards, system wide application of advanced
technologies, establishment of call centers and taxpayers service centers,
improvement of human resources management, regulation of inspections and
control, etc. Development of the taxpayers service area is a priority of the State
Revenue Committee strategy. For achievement of this priority thorough structural
changes are required, including improvement of quality of the services rendered,
proper understanding by taxpayers of their rights, obligations and necessity of
observance of tax legislation. Concurrently, increase of volume and improvement of
quality of the services provided through telephone, internet, postal communication,
mass media and direct contacts enable the SRC adjunct to the RA government to
efficiently serve and inform greater number of taxpayers, which in its turn leads to
positive perception of the SRC and its mission by the tax-paying population [10]. The
activities of the Committee are regulated by the RA Laws on Tax Service, Customs
Service, Customs Regulation and its represents tax and customs authority under
these laws. The Committee is established, restructured and its activities are
suspended by the decrees of the Republic of Armenia. In the initial phase of
establishment the Committee acted as a unified semi-autonomous body, in parallel to
which another supervisory structure, tax inspectorate board operated. The
organizational structure of the Committee was set based on a combination principle,
where the organizational structure by types of taxes prevailed. Afterwards,
considering the international challenges encountered in this field and available best
international practice, the Committee also made transition to the organizational
structure based primarily on a functional principle, by adding the segment of large

taxpayers.
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Business Economics

Key elements of the organizational structure, namely superior tax authority,

territorial tax inspectorates, specialized separated subdivisions are presented below

in the form of a chart.

State Revenue

Committee
|
Tax authority Customs authority
Large taxpayers Territorial tax Customs houses,
inspectorate inspectorates Customs offices

Chart 2. Elements of tax authority organizational structure

The organizational structure of the State Revenue Committee and its

subordinated tax and customs authorities is established by the charter of the

Committee [7]. The Committee system consists of a chairman, deputies chairman,

advisers, assistants, committee staff and territorial subdivisions. The structural

subdivisions of the superior body are as follows:

Risk management and tax discipline programs department;
Taxpayers service and tax procedures department;
Organization and supervision department;

Inspection organization and monitoring department;
Internal audit department;

Information technologies department;

Customs control department;

Legal department;

Investigation department;
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e Violation detection and administrative procedure implemen-
tation department;

e Operative investigation department;

e Department of fight against smuggling and double customs
control;

e Internal security department;

e Staff management department;

¢ Financial and accounting department, etc.

As it has been already stated, in the organizational structure of the SRC of
the Republic of Armenia large taxpayers’ supervision authority is separated. One of
the important aspects of the SRC activities is to demonstrate individualized
approach to large taxpayers, which implies the strengthening of right targeted
control, improvement of service quality, provision of support. The classification of
organizations around the world into large, medium and small is carried out based on
similar criteria that can be compound, by comprising several indicators (turnover,
profit, cost of property, plant and equipment, etc.), and simple. In Armenia as large
taxpayers are classified those economic entities whose annual revenue exceeds
AMD 500.0 million. In parallel to the economy development the number of large
taxpayers also increases. Thus, in 2010 in the large taxpayers tax inspectorate 344
economic entities were registered, in 2012 — 462, in 2015 — 514 and 617 in 2017.
[12] Great attention to large taxpayers is conditioned by the fact that they ensure the
major share of tax revenue of the budget, create a great number of employment
positions and have a crucial role in the economy. Below are presented the

classification criteria of large taxpayers of various countries (see table).

Table 1. Classification criteria of large taxpayers in various countries, 2013 [2]

Country Classification criteria of large taxpayers
Italy Turnover exceeds Euro 100 million
Canada Gross income exceeds CAD 250 million
USA Assets value exceeds USD 10 million, citizens receiving superprofit
France Turnover (excluding VAT) or assets value exceeds
Euro 400 million, related entities with 50% and more share
Japan Capital exceeds JPY 100 million
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Australia Turnover exceeds AUD 250 million
Austria Turnover exceeds Euro 9.68 million
Belgium Turnover exceeds Euro 7.3 million, assets value exceeds Euro 3.65

million, number of employees 50 and more

Czech Republic | Turnover exceeds CZK 2 billion, banks and insurance companies

Finland Turnover exceeds Euro 50 million

The table shows that in the developed countries the classification of
organizations by size is based on their turnover, assets value, number of employees.
The difference between the amount limits is conditioned by the peculiarities of
economy of each country and its development level. As it has been already stated
organizational structure of tax system of the countries presented in the table is
established based on taxpayers segments.

The objective of the activities of the inspectorate is the service of large

taxpayers included in the list approved by the order of the chairman of the committee,
control over tax and other compulsory payments, control of enforcement and
application of legislative requirements by the procedure established by the law,
collection of revenue of the RA state budget controlled by tax authorities. The main
functions of the inspectorate are:

e ensuring awareness of taxpayers, training, acceptance of tax reports and
other services;

« control over tax payments;

o performance of tax inspections and reviews;

o provision of legal support [8].

Below is presented the organizational chart of large taxpayers tax
inspectorate.

The structure of large taxpayers tax inspectorate allows to assume that the
organizational structure has been set by the combination of the aforementioned
methods that comprises functions and types of taxes. As of 1 January 2017 the
number of employees of the State Revenue Committee was 2413, of which 1674
were tax officers. As a result of improvement of the organizational structure of the
SRC, the number of tax inspectorates has been decreased from 22 to 20, and aiming
to improve the service quality of taxpayers service centers have been put into

operation [8]. Their number is expected to be grown significantly in the coming years,
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especially in the locations where there are no the SRC tax inspectorates, intending to
increase the availability of the services delivered to taxpayers. In the organizational
structure of the SRC tax inspectorates two deputies head, taxpayers service center,
departments of information and analysis, current supervision and tax control are

included [10].

Head of inspectorate

sector

sector

Processing industry

Deputy head of Deputy head of Deputy head of
inspectorate inspectorate inspectorate

Service Analysis Inspections Inspections

department department department 1 department 2
Excisable goods Fuel, energy and
sector ore sector

Inspections Inspections Inspections

department 3 department 4 department 5

. epartmen
Non-manufacturing Banks and financial

and credit sector

Chart 3. Organizational structure of large taxpayes tax inspectorate

Customs service always has a key role in economic development, security and

management of foreign trade. The main objectives of customs authorities are:

e ensuring the protection of the RA economic sovereignty, economic

security, economic interests and internal market;

e ensuring application of legislative provisions, prevention of violations and

their detection;
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e application of customs regulation measures prescribed by customs
legislation in trade and economic relations;

e customs control and customs registrations, fight against smuggling;

e support to measures aimed at ensuring quality of imported goods, etc.
[11].

For the accomplishment of the above set priorities it is necessary to properly
observe the requirements of legislation and establish a transparent and accountable
organizational structure.

In customs system of Armenia around 739 customs officers are involved, who
participate in various training courses for improvement of their knowledge and skills.

Below is presented the organizational structure of customs authority.

Head of customs house

|| Deputy head Deputy head Head of customs
office
t
Cu§tom§ CUS_ oms Deputy head of Deputy head of
registration registration customs office customs office
L{ department division |
I | 1
Collegtlops Customs Customs Customs
i coordlnthon and registration registration registration
accounting division Il S division IV
department division IlI

Chart 4. Organizational structure of the RA customs houses [8]

Customs house comprises 15 customs offices. For simplification and
improvement of customs procedures, as well as for ensuring the compliance of the
RA customs legislation with the standards of Eurasian Economic Union both
extensive legislative and organizational and technical and control reforms have been
implemented in the system, including improvement of customs control system based

on risk management, introduction of modern control mechanisms, etc.
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Based on the results of the above stated study a number of conclusions has
been drawn and recommendations have been provided, which are presented below.
Organizational structure has its unique place in ensuring the effective functioning of
tax and customs system, which is a platform for enforcement and supervision of tax
system legislation. Without an effective organizational structure, the key component
of the state, which is responsible for planning and collection of revenue, can not
function effectively. Very often the autonomy, the organizational structure of tax
authority is conditional upon form of government (federal and unitary), peculiarities of
the state system and level of economic development. The organizational structure of
tax system can act as a unified structure composed of different elements or act within
the Ministry of Finance. In the Republic of Armenia all tax and customs administration
functions are performed by the SRC adjunct to the RA government.

The organizational structure of tax system is set based on four principles: by
types of taxes, by functions, by taxpayers segments and combined. In terms of tax
administration individual countries have different requirements and are at certain
levels of development. Thus, as much the economy is developed, the more complex
is the organizational structure of tax system, such as in the USA, Germany, Great
Britain, France, Canada and others. More comprehensive are the structures of tax
systems of Australia, Belgium, Sweden and Switzerland. In the countries, including
Armenia, with small number of taxpayers, simple organizational structure is typical for
tax system and the number of officers does not exceed 2000. Tax system, depending
on the complexity degree of the organizational structure may consist of several
components (lower, municipal, district, regional, central).

With the view of proper fulfilment of its mission and readiness to address
challenges tax and customs system of Armenia constantly improves its legislative
framework, control instruments and organizational structure.

The organizational structure of tax system of Armenia has been established on
a functional principle, but contains elements both by taxpayers segments (large
taxpayers) and by types of taxes (excise tax). Although, in recent years, various
measures were undertaken for rehabilitation and enhancement of the system, there
is still much to be done with respect to the improvement of the organizational
structure. Thus, serious efforts shall be expended for improvement of the system,

which in essence include the following:
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1. It is necessary to optimize the organizational structure of the system, and
hence the attention shall be focused not on the number of authorities but on the
appropriate planning of expenses, also it shall be considered that the taxpayer shall
resolve its problems at territorial level.

2. It is necessary to establish an organizational structure that will enable
constantly improve the number, valuableness, quality of the services rendered by the
tax authority to meet international requirements. During optimization of the system
such a flexible organizational structure shall be set that will allow to timely address
the internal and external environmental changes.

3. In term of optimization of the structure, recently in addition to taxpayers
service departments of territorial inspectorates, separate service centers are put in
operation in order to clarify the inspectorates functions, by distinguishing taxpayers
service functions. For this purpose it is necessary to take into account the number of
taxpayers served by the inspectorates, introduce effective system of assessment of
tax inspectorates activities, both in terms of workload and cost-outcome analysis.

4. Since the functional principle is prevailing in the organizational structure, the
recurrence of functions shall be avoided for their efficient performance and certain
elements of management matrix shall be applied, the responsibility hierarchy shall be

set by horizontal and vertical structure.
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AHoTauifa: B cTaTTi aHani3yloTbCa KaTeropil «geueHTpanisadis», «diHaHcoBa
AeueHTpanisauia», «4eKOHUEHTpaUisy, akueHTYeTbCA yBara Ha npobrnemax micueBo-
ro caMoBpsiAyBaHHS, 4aHO aHani3 CyTHOCTI Ta 0cobnmBOoCTi pedopMn MiCLEBOro ca-
MOBPSAYBaHHS, 30IMCHEHO aKLEHT Ha 0COBMMBOCTAX CTAHOBMNEHHS IHCTUTYTY noaaT-
KiB, po3rnggatoTbcs npobnemu Ta nepcnektusn bopmyBaHHsS MicLeBUX BIOOKETIB B
CydacHUX ymoBax.

Knroyoei cnoea: nybniyHa Bnaga, MmicLueBe caMOBpsilyBaHHS, AeLeHTpani3a-
Lisi, perioHanbHa Bnaga, pegopmMa MicLeBOro camoBpsigyBaHHA, [depxaBHui Oto-

DKET, MicueBi OookeTn, NogaTKn, AEKOHLEHTpaUiS.

JMoguHa — 11 HauioHanbHa CBIQOMICTb, AYXOBHi NOTPebw, HauioHanbHO-
rpoMagsiHCbKa HanexHiCTb, NepekoHaHHs, mMaTepianbHuin [OOpobyT — € OCHOBOK
3MICTy NPOLEeCiB TBOPEHHS HaLliOHASbHOI CYCMifIbHOT CUCTEMMN.

CyuyacHi BMKNUKM BMMaratoTb N0 HOBOMY PO3rMSHYTU B3aEMO3B’A30K NyOnivHOT
BNagu, MiCLLEBOro camoBpsiAyBaHHA Ta popMyBaHHA MicueBux OrogxeTiB. | Bce ue
npoaHanizyBaTu 3 TOYKM 30py MpoueciB AeueHTpanisauii, siki BigdyBaoTbCa B
YkpaiHi. Ak BiZoOMO, OQHUM i3 NepLIoYeproBnx 3aBaaHb AKi CTOATb nepeq YKpaiHow —
3MiLUHEHHs 3acaf npPaBOBOI, 4EMOKPATUYHOI, couianbHOI gep)xaBu. [Na BUKOHAHHSA
LUbOro 3aBAaHHA HeObXigHO YKPINMAATM B3aEMOBIOHOCUMHU «Aep)XaBa — PErioHn —
TepuTopianbHi rpomagny». Buxogsum 3 npuHUMNY pos3noginy Bragu, Ans KOXHOI
AEMOKPaTUYHOI [ep)XaBu HeOobXiAHUM € pO3MeXyBaHHA KOMMeTeHUil opraHis
nyoniyHoi aamiHicTpadii. PaszoMm 3 TuUM, HaO3BUMYAWHO BaXMBUM € BU3HAYEHHS
ONTUMasnbHOro PiBHA KOHLEHTpaUil BlagHMX NOBHOBaXXEHb 151 KOXKHOI IHCTUTYLIMHOT
NaHkn B cuctemi nybnivyHOi agMmiHicTpauii — 3 noganbllo nepegadero «Hag-
NALLKOBMX» MOBHOBaXEHb MaKCUManbHO HabnmKeHWM OO HaceneHHs cyb’ekTtam,
TOB6TO X AeueHTpanisauieto.

Cam npouec geueHTpanizauii pyHKUiN MK LeHTpanbHUM i MicLeBUM ypsgamu
€ Haa3BMYamMHO cknagHuM. BiH cTocyeTbCa acnekTiB oiHaHCiB, agMiHIiCTpaLUil, KOHT-
POrto ,perynioBaHH4A, 3BITHOCTI M NiA3BITHOCTI, K PAaKTUYHO € eNeMeHTaMn B3aEMUH
MDK pisHUMKU piBHAMK ypagy. OkpiMm Toro, 34iNCHEHHS AeueHTpanisauii, Ha Xanb,
NpPOXoAUTb He AyXe PIBHOMIpHO. HesBaxarouum Ha ChifibHi 3ycunnga MnoniTUYHUX 1
€KOHOMIYHUX YMHHUKIB, SIK i MOPOMKYOTb NOTPeDbyY B AeueHTpanisauii, Hepigko Mix
peanbHUM MOSIOXKEHHAM peyen i LinaMn iCHYHTb NPOoranuHu, NPUYNHOK SKUX MOXEe

OyTn nonitnka n sakoHogascTeo [1].
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[MepwrMun nNUTaHHA OeueHTpani3oBaHOro Aep>KaBHOro YCTPOK  PO3rTIsHYNU
HaykoBLi X. BogeH Ta . AnbTysiyc: XK. BofeH po3BuUHYB TEOPI0 CyBePEHHOT MOHO-
niTHOT Aepxasu, a M. AnbTysiyc Ha npoTuBary OMOHEHTY, BUCYHYB Teopilo deaepa-
NbHOT aepxaBHoOT opraHizauil [1]. Npobnemy aeueHTpanisauii Ta AeKOHUEHTpauil
BNaau BMBYanu Taki HaykoBui sik: B. bopaeHiok, I'. BpebaH, M. byaHuk, XK. Begens,
I. M'puugk, B. Asep’aHoB, O. bopucnascbka, J1. IBneesa, A. KoBaneHko, P. Konuwko,
A. MartsieHko, C. MaxuHa, . Tpoxnumosa, B. Xanunos, B. Xpamos, |. LlypkaHoBa Ta
iHWi. MpoTe BOHM He aKUeHTyBanu yBary Ha NUTaHHAX iHAHCOBOI AeLeHTpani3auii.

MeToro cTaTTi € gocnigkeHHs ocobnmBocTen hOpMYyBaHHA MicLeBUX Broaxe-
TiB B ymMOBax (hiHaHCOBOI AeueHTpani3auil. Y BianoBigHOCTI 40 NOCTaBreHol MeTu
3aBAaHHSAMW CTaTTi €: NpoaHarnisyBaTn TEPMiH «AeleHTpanisaudis» Ta noro ocobnum-
BOCTIi; AaTu OUiHKY pedopMi MICLLeBOro camoBpsilyBaHHS; NPOBECTU aHani3 opmy-

BaHHA MicLeBuX GloaxeTiB B ymoBax hiHAaHCOBOI AeLeHTpanisauil.

3acagwn perioHanbHOI Bnagn B YKpaiHi BUu3HayeHi it KoHCTUTyuieto i 3a npuH-
uMnamu opraisadii 3aranom BignoBigalTb €BPONENCHKIM 3MiLLaHIn eniTHIin moaeni.
OcCTaHHA rpyHTYETLCA Ha NOEAHAHHI NPAMOro AepXXaBHOro ynpaeniHHS Ta MiCLEeBOro
camoBpsgyBaHHA. B MMHYNOMY BiZHOCUHU MiX OepXaBHOK Briafow i MicLueBuMM ca-
MOBpPSALYBaHHAM CKflaganncs He Ha KOPUCTb OCTaHHBbOIO i HEMOBHOK MIpOHo BiAMOBI-
Aanu gemMoKpaTMYyHMM 3acajaMm, 3aknageHuMm B €BpONencbkin XapTii npo Micuese
camoBpsfgyBaHHSA [2]. 3a3Ha4mMmo, WO AeueHTpanisaudis € JoBoMi CKNagHUM NOHAT-
TAM, $SIKe MOXHa pO3KpMBaTM 4epe3 MKOro BMAMB Ha: agMiHICTpaTUBHO-TEpPU-
TOopianbHUIM YCTPIN AepXXaBu, CUCTEMY OpraHiB NnybnivyHoi agMmiHicTpauii, po3noain Mix
HUMM  PYHKUiIA, NOBHOBaXeHb Ta iHaHcoBMX pecypciB. OpagHak nepegycim
Haragaemo, WO fgeleHTpanisauito 3ageknapoBaHo y ctaTTi 132 KoHcTuTyuil YkpaiHm
SK OOHY i3 3acaf, Ha SKUX I'PYHTYETLCA TepuTopianbHUN ycTpin gepxasu. MNpoTe, Ha
BiAMiHY Bia KOHCTUTYUIiM BaraTbox 3apybikHUX Aepxas, 3acafol € He cama JeLeHT-
panisadisi, a «NoedHaHHA ueHTpanisauil i geueHTpanisadil y 34iMCHEeHHI gep)KaBHOI
Bnagu». TobTO, B HalIMX peaniax geueHTpanisauis — ue «noegHaHHa» sike Bigobpa-
Xae MOCTINHI KONMBaHHA YKpAIHCLKOro CycninbCcTBa Ta NWoro nosituky Mk Cxonom i
3axoaom.

loeto geueHTpanisauii ynpaeniHHA B YkpaiHi noyanu obroBoptoBatn 3 4acy
3000yTTS HaLWOK KpaiHOK He3anexHOoCTi. [epli KpoKn CTOCOBHO AeueHTpanizauii

ynpaeniHHa Oynu 3gincHeHi i3 npunHATTAM KoHcTuTyuil YkpaiHn B 1996 poui. lges
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MiCLEBOro camoBpsiAyBaHHSA 3HauLa CBOE BiJOOpPaXeHHS y MPUAHATOMY B TPaBHI
1997 p. 3akoHi ,[Mpo micueBe camoBpsigyBaHHA B YKpailHi®, a y nunHi 1997 p. YkpaiHa
npuegHanaca 0o €Bponencbkoi XapTil MicueBoro camoBpsigyBaHHs. Y 3akoHi ,[1po
MicLieBe caMoBpsiAyBaHHS B YKpaiHi” HaronowyeTbCcs, WO TepuTopianbHe camoBps-
AyBaHHS 30iMCHIOETLCA AK Be3nocepeHbo, Tak i Yepes CinbCbki, CenuuyHi, micbki Pa-
AN Ta iIX BUKOHaBYi KOMITETM, @ TaKOX Yepe3 panoHHi Ta obnacHi Paawn, siki npeacra-
BNAKOTb CNiNbHI IHTEPECU TepuUTOpianbHUX rpoMag, Cin, cenui, Mict [2].

Pi3Hi HayKoBLi TpakTylOTb NO-Pi3HOMY MOHATTA “‘AeueHTpanizauis’ Ta “OAeKoH-
ueHTpauia”. Po3rnaHemMo gesiki 3 Takux TrnymadeHb. AK BigOMO, AeueHTpanisauia €
NONITUKOK LeHTpanbHOI Bnagu 3 nepegadi MmicueBMMm opraHam Bragum (opraHam ca-
MOBPSIAYBAHHA) HU3KN KOMMNETEHLiN, SKi 4O LbOro 3aiicHioBanucsa aepxasoto. OTxe,
AeleHTpanisayis — e npouec po3LMPEHHS | 3MILHEHHS NpaB Ta NOBHOBaXeHb aj-
MiHICTpPaTUBHO-TEPUTOpPIANbHNX OAMHMLEL ab0 HMXKXYMX OpraHiB 3a OQHOYACHOro 3BY-
XXEHHSA nNpaB i NOBHOBaXeHb BiAMNOBIAHOrO LEHTPY 3 MEeTOK ONTUMi3auii Ta niaBULLLEH-
HA edPeKTUBHOCTI ynpasniHHA CyCniflbHO BaXXNMMBUMW CnpaBamu, HAWMNOBHILLOI peani-
3auii perioHasnibHUX i MiCLLEBUX IHTEPECIB.

Cuctema B3aeMOBIOHOCMH OpraHiB MICLEBOro camoBpsifyBaHHS Ta OpraHis
AepkaBHOI Bragu noe’si3aHa 3 AeKOHUeHTpauieto i geueHTpanisauieto. Ha edektns-
HICTb (PYHKLiOHYBaHHA MICLIEBOI CMCTEMM yNpaBIiHHA BNNMBAE 3B’A30K AeLeHTparni-
3auii Ta gekoHUeHTpauil Bfagwn, cniBBigHOWEHHS (PYHKUIM Ta KOMMETEHLil opraHis
Bnagu, ix posnogin 3a gyHKUioOHanbHMMK Ta rany3esumu npuvHuunamu [3]. AHani3
NOHATb “OeuleHTpanisauisa” Ta “OeKkoHUeHTpauis” 0a€e MOXIUBICTb BUKOPUCTOBYBATU
X y pi3HMX 3Ha4YeHHsaX. HaykoBelb |. [pyusK 3a3Havae, Wo “OCTaHHIMW OecATUNITTA-
MW Y KpaiHax CBITY 3HAYHO MOCUSTUITUCA NPOLEeCU OEKOHLUEHTpaUil i AeKoHUeHTpauii
aepxaBHoi Bnagn. CnpaexHs aeueHTpanisauia nepenbavae, B nepuly yepry, nepe-
Aady MNOBHOBaXeHb LEHTpanbHOI Bnaguv HenpeacTaBHUULKAM oOpraHam MicueBol
Bnagu (Hanpuknag, reHepanbHUM i MyHiuunaneHUMm pagam y ®paHuil), a npeacras-
HUKaM LieHTpanbHOI BUKOHaBYOl BNagun Ha micusax (npedektam)” [4]. Ha aymky dopaH-
LYy3bKMX agMiHicTpaTuBIcTiB, 6NM3bKNMM, ane He TOTOXHMM 3a 3MICTOM A0 AeueHTpa-
nisauii € NOHATTA AeKOHLUEHTpaUil BNnaan, OCKINbKN AeKOHLUEHTpauis — ue nuwe “Tex-
Hika ynpasniHHA” [5], WO 03Ha4yae po3noAisli BAKOHAHHA OYHKLIN AepXxaBu BCcepeanHi
camMoOl CMCTEMW OpraHiB BUKOHABYOI Briagu, a geueHTtparnisauia X BignoBigHoO nepen-
Oavae nepepgavy ynpaeriHHA cripaBaMn opraHam, WO BOSOAiTb NEBHOK He3anex-

HICTIO MO CTaBMNEHHI0 A0 LeHTpanbHol Bnaan. Astop A. KoBaneHKo BBaxae, Lo CyT-
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HICTb AeLeHTpanisadii nonarae y Tomy, Wo “nosiTUKo-npaBoBi efleMeHTN B3aEMOBIJ-
HOCWH rpoMaam i AepxaBu yTBOPIOOTb OCOGNMBMI NPaBOBUIN PEXNUM, LLIO HAOA€E Mic-
LEeBMM OpraHamMm CaMOCTIVHICTb i iEpapXidHy He3anexHiCTb Bif OpraHiB Sk ep>KaBHOro
ynpaBniHHSA, TakK i camoBpsiayBaHHA” [6].

Cnig HaronocuTu, WO AeueHTpanisauia — He ogHopa3oBa nepefaya BriagHUX
NOBHOBaXXeHb Bif OpraHiB AepXXaBHOI BNaau 4O OpraHiB MiCLLEBOro CaMoBpsayBaHHS,
a 9K KOMMMEKCHUIM NPOLIEC, WO BKoYae y cebe Taki enemMeHTun, ik NMTaHHS CNpoMo-
XKHOCTI OpraHiB Aep>kaBHOI Bfiagun nepegatu, a opraHiB MiCLEBOro camoBpsiAyBaHHSA
— OTpMMaTH | ePeKTUBHO PO3NOPSAANTUCA BNagHUMN NOBHOBAXEHHAMW; BU3HAYEHHS
obcary noBHOBaXKeHb, SIKMM HeObXiAHO MepedaBaTM MeXaHiaM nepeadvi BnagHux
NOBHOBaXeHb; MeXaHi3M B3aeMOfil opraHiB [Lep)kaBHOI Bnaawm i opraHis MicLeBoro
caMOBpA4YBaAHHS; MUTAHHA aAMIHICTPaTUBHO-TepUTOpPIanbHOI pedopmu [7].

lMepeBaramu Ta MNO3UTUBHMMM HacnigkaMu aeueHTpanisauii €: 4Yac i micue
NPUMHATTA PilLEHHA BiANOBIAal0Tb O4iKyBaHHSAM 3 BOKy rpoMaacbKocTi (ocobu, kone-
KTUBY, rpoMagun TOLLO); peanisauis pileHHs BioOyBaeTbCs 3a yyacTi cyb’ekTa npum-
HATTA pilleHHs abo nig Moro BiAMNOBIgANBHICTL; NPO30PICTb i BIAKPUTICTE Npoueayp
NPUUHATTA pilleHHS Ta npouecy Moro peanisadii, Wo npuM3BoanTb A0 NiABULLIEHHSA
€(PEeKTUBHOCTI agMiHICTpaTMBHOI AiSANIbHOCTI, BUSIBIEHHS MOMUIIOK, DXepen 1X Noxo-
[PKEHHA TOLWO; nepiod Yacy Ans HaaxXomKeHHA iIHhopmMaLii 3 piBHA BUKOHABUSA Ha pi-
BEHb MPUUHATTA PILLEHHS | HaBMakKM 3HAYHO KOPOTLUMIA; NIABULLEHHS CBIOOMOCTI Ta
3aroCTpPeHHs MoYyTTH BiAMNOBIAANBHOCTI 3a 34IMCHEHI 3axoau i NPUUHATI PilLEeHHS;
MiHiMi3aLia 6ropokpaTuamy, TO6TO. B3aEMOBIOHOCMHN MK OCODOI0 Ta afMiHICTpaLieto
HabyBaloTb O3HAK NAPTHEPCTBA i NOPOOXKYIOTb BiAYYTTS «CMiNbHOI cnpaBu» B 060X
CTOpIH; 3BiNIlbHEHHS KepiBHMLUTBA Big MOTOYHMX CMpaBs, LLO NMOCUITHOE MOXIMBICTb 30-
cepeKeHHS KepPIBHOI JTaHKM Ha cripaBax CcTpaTeriYHOro 3HayeHHsi, TOLLO; MHYYKICTb
npouecy BUKOHAHHA BiAMOBIOHUX (PYHKUiN, LLO OO3BOMSE WBMALE NPUCTOCOBYBaTU-
CS1 4O 30BHILLUHIX YN BHYTPILLHIX 3MiH; NiABULLEHHS iHILIaTUBHOCTI NpauiBHUKIB HUXYO-
ro piBHs, OiNbl NOBHE Ta e(PEKTUBHE BUKOPUCTAHHSA NOACLKOro noTeHuiany, niaBu-
LLEHHA MOTMBALi npaui; 06’eKTMBHA OLUiHKa pe3ynbTaTiB NPUNHATUX | peanisoBaHMX
pilleHb..

Omxe, QeueHTpanisauia — ue nepegava NnoBHOBaXKeHb Ta OOIKETHUX HAAXO-
PKEeHb Bifl Aep)XaBHUX OpraHiB 4O OpraHiB MiCcLLEBOro camoBpsigyBaHHs. MeTot pe-
dopMn MicLLEBOro camoBpsayBaHHSA €, nepeayciMm, 3abesneyeHHs Noro CNPOMOXHOC-

Ti CaMOCTINHO, 3a paxyHOK BflaCHUX pecypcis, BMpillyBaTU MUTAHHA MICLEBOro 3Ha-
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yeHHs. MigeTbca Npo HagineHHs TepuTtopianbHUX rpomaz GinbwuMu pecypcamm Ta
nNpo mobini3auito iXHiIX BHYTPILWHIX pe3epBiB. Pecbopma opraHiB MicLeBoro camoBpsi-
AyBaHHs nepeabadae o6’egHaHHA (YKPYMHEHHS) TepuTopianbHuX rpomaa. Lle aginc-
HIOETLCS Yepes Te, WO HaagMipHa YacTuHa pecypciB y Takmx rpomajax i gani sutpa-
YyaTUMETbCA Ha YTPUMaHHSA YNpaBniHCbKOro anaparty, a Ansa peanisauil cepmosHnx
NPOEKTIB MiCLEeBOro PO3BUTKY KOLUTIB He BUCTayaTuMme. W HaBiTb HagineHHa goaat-
KOBMMW pecypcamMu nepeBaKHOI OiNbLIOCTI HasBHUX OPiGHUX TepuTopianbHUX rpo-
Mag, IXHbOI CIPOMOXHOCTI He 3abe3neuntb. ToMy pedopma MiCLLEBOro caMoBpsay-
BaHHA, BPaxOBYOYN NO3UTUBHUIA SIK EBPOMENCHLKUA, TaK i BMACHUMA iCTOPUYHUIW O0C-
Big, nepenbadae o60B’aA3koBe 06’egHaHHA (YKPYMHEHHS) TepuTopianbHUX rpomag.

[oHenaBHa B YKpaiHi icHyBana Hu3ka npobnem B hiHaHCOBOMY 3abe3neyeHHi
OopraHiB MiCLEBOro camoBpsiyBaHHs, 30KpeMa MNOB’A3aHMX i3: HEBIAMOBIOHICTIO MiX
3aBOaHHAMW OpraHiB MiCLEBOro camoBpsiAyBaHHS i pecypcamu, HeobXigHMMKn ans ix
BUKOHAHHSA; HEBWU3HAYEHICTIO KpuTepiiB (PIHAHCOBOrO BUPIBHIOBAHHA Ta po3nojiny
MicLieBMX CyBBEHLiNn; HEOBrpyHTOBaHNM OBMEXEHHAM BMKOPUCTAHHA NMO3UKOBUX Ka-
nitanis; CyTTeBMM OOMIHYBaAHHAM TpaHCAEpPTIB Ha4 BflaCHUMKU (PIHAHCOBUMWU pecyp-
camu; 06MEXEeHOH YaCTKOK HaaXOMKeHb Big MiCLLEBOro onoaaTtkyBaHHs [8].

Cepen HamBaromilumx npobnem micueBux 6roaxeTiB € iX po3banaHCoOBaHICTb.
Mpuyomy, po3banaHCOBaHICTb SIK BEPTUKANbHOIO, TaK i FOPU3OHTANbHOIO Xapakrepy.
3okpemMa, Woao BepTUKanbHOro 36anaHcyBaHHsS, TO OCHOBHMM 3aBAaHHAM B LIbOMY
KOHTEKCTI € NpMBEeAEHHSA Y BiANOBIAHICTb 06CAriB hiHaHCOBUX PeCypCiB TOMO YW iHLLIO-
ro piBHA perioHanbHOro ynpasniHHA 3 obcsramn 3aBOaHb Ta NMOBHOBaXEHb, SAKi Ha
HbOro noknagarTbes [9].

[o micueBux 6rogxkeTiB Hanexartb 06nacTi, panoHn, MiCbKi, CENULLHI Ta Cinb-
Cbki OropkeTn. Beboro micueBux 6rogxeTiB B YkpaiHi noHaa 13 tucad. HanuncenbHi-
la rpyna ue CinbCbKi, cenuuiHi Ta Micbki i 6rogpkeTn. Cnuctema micueBnx 6rogxeTiB
iCHYe B yCix KpaiHax cBiTy. MpoTe 1i po3BUTOK i (PyHKLUIT 3yMOBMEHi paaoM HauioHarb-
HUX, MNONITUYHMX, EKOHOMIYHNX Ta iHWKUX hakTopis. Hanbinbwmnin BNAMB MarTb €KO-
HOMIYHI Ta noniTuyHi oakTopun. MicueBi pagm camOCTIMHO BU3HAYalOTb HaNpPsiMKU BU-
KOPUCTaHHS KOLWTIB CBOIX OroakeTiB. [NpobnemMa HanoBHEHHS | POPMYBaHHSA Micue-
BUX BopKeTiB 3aBXaun Oyna i € 4OCUTb akTyarbHOH0.

HawnronosHiwoto npobnemoto 3aBxan 6yno Te, WO TUX NOAATKOBUX HaAXo-
[PKEHb, AKi OTpUMYyBanun Micuesi 6roaxeTn 3aBxan 6pakyBano ons Toro, Wwob Bupimn-

TV BCi couianbHO-eKOHOMIYHI NuTaHHsA. Lle npussoguno go gedpiumty GrogxeTty. Ha
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CbOroAHi cutyauis 3MiHIeTbCA, 3 1 ciuHga 2015 ppoky BcTynunu B gito 3miHn ao [lo-
AaTKOBOro ta bBrogXeTHOro KoAekciB, SKi yxxe po3wmpunu giHaHCOBI MOXITMBOCTI Mi-
CLIeBOro camoBpsilyBaHHS, a B ManbyTHbOMY [03BONSATb 3pOOUTU €KOHOMIYHO ca-
MOAOCTaTHIMM Ta CAPOMOXHWUMM | HOBi 0B’egHaHi rpomagu. O6’egHaHi rpomaam
OTPMMalTb BECb CMNEKTp MOBHOBaXeHb Ta (DiIHAHCOBUX pecypciB, WO IX Hapasi yxe
MalTb MicTa 06nacHOro 3Ha4YeHHs, 30Kkpema, nNpsamMi MiKOIIKETHI BIQHOCUHKU 3 aep-
XaBHUM OOKeTOM (3apa3 NpsaAMi BiQHOCMHW MatloTb nvwe obnacTi, panoHu, Micta
obnacHOro 3HayeHHs), AepXxaBHi cybBeHLUiT. 3akoHOOaBui 3MiHM Haganu npaso opra-
HaM MiCLEBOro caMoBpsiAyBaHHS 3aTBEpAXyBaTh MicLEBi OHOLKETM He3anexHo Big
NPUAHATTA 3akoHy Npo [depxaBHui OogxeT. Ha CcbOrogHi OCHOBHUMU [Xepenamu
dopmyBaHHA MicueBux GrogxkeTiB €: nogaTkn: 60% nogaTtky Ha goxoau isndHMX
0cCib; 25% ekonoriyHoro nogatky; 5% akum3HOro nogartky 3 peanidauii nigakuM3HnX
ToBapiB; 100% eguHoro nogatky; 100% nogaTok Ha NpuMbyToOK NianpuMeMcTB Ta qi-
HaHCOBWX YCTaHOB KOMyHarbHOI BnacHocTi; 100% nopaTtky Ha ManHO(HEPYXOMICTb,
3eMns, TpaHCMnopT); Micuesi nogatkm i 36opwu; iHWI goxoawn. MNepepbadaeTbes 3poc-
TaHHSA HaaxXo4KeHb A0 MmicueBux otoaxkeTiB Ha 40%.

OTxXe, CyTb NepeTBOpEHb, L0 NPOMNOHYyE pedopma AeueHTpanisauii: po3amexy-
BaHHA (PYHKLiT Ta NOBHOBa)XXeHb BMKOHABYOl BNagu Ta OopraHiB MicLEeBOro caMoBpsi-
AyBaHHSA, BiONOBIAHO OO0 pedopMn MOBHOBAXXEHHA OpraHis MiCLEBOro camoBpsaay-
BaHHA OyayTb 3abeanedveHi hiHaHcamu. OpraHm MicLeBOro camoBpsayBaHHS MaTu-
MYTb, 30KpeMa, YacTKy Bif 3aranbHoOHaUioHanbHMUX NogaTkis (a He Tinbku goTauir). o
MaTepianbHoI Ta (piHaHCOBOI 6a3n MicLEeBOro caMoBpsiAyBaHHA MaloTb JoAaTh Mic-
ueBi nogaTku i 36opwn. Mo cyTi, ue KOHCTUTYLINHO 3aKpinUTb BLOAXKETHY AeueHTpani-
3auito, sika BXe i Tak gie B YkpaiHi 3 noyaTtky 2015 poky. 3a gaHumn miHictepctea i-
HaHCIB, 3a nepLle MiBpivYs LbOro PoKy MiaHu 3 HanoBHEHHS MicueBux BrooxeTiB Oy-

N1 NnepeBUKOHaHI Mamxe Ha 38 BiACOTKIB - Ha 12 MiNbApAIB rpUBEHb.

BucHoBKu
% MicueBe camoBpsiayBaHHS iCHyBano B obmexeHomy pexnmi. ObmexeHi no-
BHOBaXXEHHS i LLO HaWronoBHile obmexeHi pecypcu Ans biHaHCYBaHHA MicLeBUX
noTpeb. Po3rnaHyBLIM pi3Hi NOrNgan HaykoBLIB Ha MOHATTA AeleHTpanisauis Ta ge-
KOHUEHTpaUii, MOXHa 3pobuTn BMCHOBOK, WO AeueHTpanisauia — ue BepTuKanbHUN
nepepo3noain BignoBiganbHOCTI MK MEBHUMW PIBHSIMW OAHOrO i TOrO X OpraHy Bna-

AN, a AeKOHUEeHTpauia — ue noAin BianoBiganbHOCTI MiX pisHUMKU cyb’ekTamu.
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% Pecdopma micueBoro camoBpsigyBaHHA nepenbdayae: npaBo BUpillyBaTh —
TOOTO Nnepefady NOBHOBAXEHb, i CMIPOMOXHICTb — TOOTO Nepeaayy KoLTiB rpoMagam.
Lle ©yne 3akpinneHo i B KoHCTUTyLii YKpaiHwu, i y 6aratbox 3akoHax. Lle BuM3HaunTb
HOBI NpaBuna, sk npautoBatnme cuctema enagun. CyTb NepeTBOpeHb, LLO MPOMNOHYE
pedopMa AeueHTpani3auil: po3MmexyBaHHS (YHKLUIT Ta MOBHOBa)XX€Hb BMKOHaBYOIl
BNagu Ta OpraHiB MiCLUeBOro caMoBpsilyBaHHS. Y OeleHTpari3oBaHin yHiTapHin gep-
XaBi € HanbinbLw CNPOMOXHUMM ABa piBHI NyGMiYHOT BNaan: HauioHanbHWU Ta Micue-
BUN.

% Pedopma micueBoro camoBpsagyBaHHs, BPaxoBytUUN MO3UTUBHUIA AK €BPO-
NEenCbKUIN, TaK i BNACHUIN iCTOPUYHWIA OOCBIA, nepenbadae obos’siskoBe 06’eaHAHHSA
(YKpynHeHHs1) TepuTopianbHux rpomag. Pedopma, sika nepeabavae nepegady B Mic-
ueBi GLOKeTU YacTKu 3aranbHOHaLUiOHANbHUX NoAaTKiB, CTBOPHOE €KOHOMIYHY 3alli-
KaBneHiCTb rpomag B pO3BUTKY HOBMX BUPOOHMLTB, NigTpumui 6i3Hecy Towo. eueH-
Tpanisauis i geperynsauis npubupae WTyYHi nepewkoan onsa GisHecy i nignpUeMHMLb-

KOT OisAfIbHOCTI — 3aMBi [O3BOSU, iIHCTaHLUil, HAOMIPHUA KOHTPOJTb.
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Management of investment and construction activities

on the basis of engineering accounting simulation

Abstract: The article presents the author's model of accounting, control and
management of economic phenomena of investment and construction activities,
which form an efficient information system. The model is created on the basis of en-
gineering integration and includes integrated systems involving financial, managerial,
taxing, transactional accounting and enables to influence the management of invest-
ment and construction activities in real time. The implementation of this model can
serve as a mechanism for innovative industry development.

Keywords: accounting in construction, accounting simulation, traditional and
international accounting models, accounting optics, engineering accounting, account-

ing management of economic phenomena.

Accounting, control and management of investment and construction activities
(ICA) are considered on the basis of accounting management of economic phenom-
ena. This task is solved on the basis of the development of engineering accounting
system and management of construction organizations.

The theoretical and practical value of accounting and management in econom-
ics has increased dramatically over the past decade. It is due to a great number of
new strategic and management accounting methods, transactional and engineering
forms.

In the context of the global economic crisis, the solution of the main tasks of

the Russian economy development aimed at modernization, scientific and technolog-
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ical progress and the expansion of science absorbing industry, investment and con-
struction activities are of decisive importance.

The development of any industry in Russia is directly or indirectly deals with
construction (transport and communications, mining operations, manufacturing, agri-
culture, education, etc.).

In accordance with the accounting system developed by Nobel laureate R.
Stone (System of national accounts) [1] on the basis of the double entry method,
construction is one of the main branches in the industrial classification of economic
activities including 25 types.

All-Russian classifier of economic activities determines construction by class
code 45 in section 45 "Construction services and construction projects".

Based on the overview of memorandum and Founders Agreements of more
than 150 enterprises of the Southern Federal District, it is found out that their activi-
ties include various types: about 40 - basic, more than 10 - major construction, about
20 - other activities. All these activities should be considered when designing an eco-
nomic model of accounting, control and management of economic phenomena.

In the current accounting regulations, it is recommended to reflect 2 types of
activity - main activities and others. Such accounting leads to weakening the function
of accounting management, depersonalizing the costs accounting, makes it difficult
to use modern methods of control.

Review of various theoretical sources and the study of existing practices made
it possible to distinguish the following four areas of the investment and construction
complex in the financial accounting:

1. The main activity including construction, design, reconstruction of existing
enterprises, etc.

2. Capital investments in the form of investment, contracting, subcontracting,
real estate development, equity construction, leasing and other types of activities.

3. Types of activities in industry, agriculture, transport, commerce, etc.

4. Activities in market-oriented forms - reorganizational, venture, outsourcing,
etc. [1]

The article considers the investment and construction process as a complex
including investment, design, construction, financial, as well as service activity. This

complex is constructed on the basis of engineering integration and is characterized
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by a system of patterns which includes: an information field, managerial, financial
and strategic accounting. [2]

The subjects of investment and construction activities (ICA) are investors, de-
velopers, real estate developers, customers, suppliers, contractors and subcontrac-
tors, as well as engineering, design, consulting and regulatory organizations.

Between the ICA subjects there are material and financial flows associated
with the purchase of patches of land, construction and installation works and the
transfer of finished construction projects.

The ICA subjects can combine a variety of functions. For example,

- developer combines the functions of an investor, a real estate developer, a
customer;

- investor is simultaneously a contractor, a real estate developer and a cus-
tomer;

- real estate developer combines the functions of a contractor and a custo-
mer;

- contractor acts as a customer,

- economic entity can combine the functions of a real estate developer, a
customer and a contractor at in-house construction. [3]

It is important to note that in civil law and accounting regulations there is no
concept of developer and real estate development business. Many regulatory and
accounting issues are not also developed in legal documents, although they are used
in practice. [4]

In the financial accounting for the transition to market relations the two main di-
rections of development were formed in the construction:

- traditional accounting based on the 20th accounts containing more than ten
variants;

- international financial accounting, which uses the 30th accounts considering
the costs of economic elements. It includes about ten variants based on 30-39, 32,
34th accounts according to the types of costs.

In traditional and international models of financial accounting, it is possible to
use several optics such as financial, manufacturing, social, specialized optics, which
solve certain problems of financial accounting. These are the management tasks to
regulate the production, tasks centres, income, taxes, gross measures, social prob-

lems, etc. [5]
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Unfortunately, financial accounting has not significantly changed for capital in-
vestments after transition to market relations. It uses one account 08 "Investments in
noncurrent assets" which was formerly called "Capital investments". This account is
not of a market nature and maintains the characteristics of the administrative system:

- expenses are reflected in account 08, then are transferred to accounts 01,
03 at the actual cost;

- prices for work which is performed using their own resources are not deter-
mined;

- financial result is not determined and is not reflected in the accounting;

- regulation of calculated taxation mechanisms does not work;

- the system of effective control of capital investments is not defined.

At present ICA accounting systems have been developed and are being ap-
plied. They deal with the regulation of the financial system of a construction organiza-
tion and include the management of financial solvency, reserve system, risks, state
of business, etc. [6]

At the turn of the 20th and 21st centuries the principles of architectonics began
to be applied in accounting. The architectonics of the chart of accounts includes the
management architectonics, the data architectonics, the architectonics of business,
software applications, accounting transactions. This caused the implementation of
structured plans of accounts in construction organizations with a capacity of thou-
sands of accounting and analytical positions. [7]

The commercial organizations of the Russian Federation have a chart of ac-
counts that allows considering more than thousands of positions (OJSC Baltika -
more than 166 thousands, "Montazhnik" - 14.5 thousands, "Stroiles" - 2.5 thou-
sands).

All these and other circumstances caused the necessity for the development of
an engineering accounting and integrated model for accounting control and man-
agement of the ICA which is formed into an effective accounting methodology for fi-
nancial, managerial and strategic accounting Simulation is widely used in accounting.

Accounting model is a theoretical and experimental system which includes cor-
responding subjects as well as the permanent and variable components. Permanent
components include theories, concepts and the corresponding information base, on
the basis of which the system-based variable factors are determined. [8]

Accounting models can be considered from the two points:
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- semantic - derived balance sheet reports can be used for this approach as
instruments of accounting engineering (fractal, situational, etc.).

- pragmatic approach - forms and ensures the use of indicators data indica-
tors of engineering financial, adaptive, managerial, strategic types of accounting.

The semantic model of the construction organization, forming the derivative
balance sheet, is used to achieve the enterprise's best targets in net assets and equi-
ty.

In this case the basic accounting model can include a number of semantic
models - variants for integrated ICA accounting, types of activitiy, corresponding op-
tics, financial accounting, management accounting model.

For example, simulation of variants of integrated ICA accounting is represent-
ed by the following organizational semantic actions:

- distinction of the functions of an investor, a developer and a contractor;

- performing by one subject the functions of the two others;

- performing of all basic functions by one subject.

The following main subjects and functional areas are accepted in the integrat-
ed model of accounting, control and management of investment and construction
activities.

Basic subjects of ICA:

1. Investors. 2. Customers are trustees who implement the project. 3. Real es-
tate developers of general and shared-equity construction. 4. Developers, legal enti-
ties who perform the functions of financing organizations of all forms of ownership,
collect funding sources, construct facilities with the appropriate infrastructure and or-
ganize Homeowners Associations (HA). 5. Contractors performing contract work. 6.
Subcontractors performing separate specialized types of work. 7. Project organiza-
tions. 8. Consulting and engineering organizations. 9. Suppliers. 10. Users of ICA
projects.

Functional types of ICA subjects.

1. Investment activity, i.e. investing capital for acquisition of income. 2. Con-
struction activity - the creation of new buildings, structures, erections, major and cur-
rent repair of buildings and structures, reconstruction, restoration and renovation. 3.
Investment and construction activities which are conducted by developers and real
estate developers of shared-equity construction. 4. Implementation of projects by

customers, HAs, suppliers, users.
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Typical blocks of model of accounting, control and management of ICA
subjects.

11 blocks of the accounting model of ICA subject can be distinguished.

theories and concepts of system integration;

— information integrated ICA system;

— types of ICA;

— indicators of ICA accounting for projects;

— information transactional system;

— contract relations;

— financial accounting;

— accountancy and charts of accounts;

— architectonics (formation) of charts of accounts;

— management of investment and construction activities, economic phenome-

na,

organization of the control system.

The First block

Theories and concepts of models of accounting, control and management of
ICA are presented in the first block. They include:

— engineering theory of accountancy; [9]

— concept of the agency relations;

— pricing system;

— methodology of economic mechanisms of reserve system;

— concept of instruments of accounting engineering.

The agency relations in ICA are built up to provide the greatest effective con-
trol and property management, which are based on financial, managerial and strate-
gic financial accounting.

The main idea of functional accounting pricing does make it possibile to man-
age project pricing.

The methodology of the methodological instrument of reserve system is based
on the use of adequate mechanisms of accounting engineering, and enables risk
and resources management. Concepts of instruments of accounting engineering are

described in the paper in detail. [10]
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The second block of model of accounting, control and management of
ICA includes the integrated information system of financial, managerial, and strate-
gic accounting. It involves a traditional variant, based on the 20th accounts, and an
international variant, based on the 30 accounts which are divided according to pro-
duction, financial and specialized optics. Moreover, over 20 subsections of financial
accounting management of ICA are used.

Managerial accounting in ICA is characterized by management of cost value,
as well as resource potential.

Strategic accounting represents an integrated system which enables to
manage property, resource potential and enterprise's innovations.

Tax accounting has numerous variants which can be grouped as follows:

— autonomous tax accounting;

— accounting on the basis of a single accountancy;

— the integrated variant of tax accounting, based on an international model of
financial accounting;

— on the basis of off-balance accounting;

— based on the integrated system, as well as production, financial and tax op-
tics, tax and financial accounting.

The third block will enable users to apply the transactional accounting allow-
ing to determine the potential.

The fourth block of the ICA model is presented by class code 45 "Construc-
tion" in the all-Russian Classifier of Economic Activities, RNCEC. The Classifier of
the WTO contains 160 types of activity united in 12 sections, 72 of them belong to
ICA, including:

— 5 groups — construction and engineering services;

— 46 groups — business services;

— 17 groups — financial services, including insurance;

— 4 groups — the services in the field of environmental protection.

The fifth block of the model consists of objects and indicators of accounting.

According to the order of the Ministry of Finance of the Russian Federation
27.04.2012 No. 55 N the contractor and the real estate developers objects of finan-
cial accounting are construction costs of buildings, structures, type or complex of

works which are performed according to the project and the estimate.
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Consumers of accounting of ICA are investors, developers, customers, real es-
tate developers, contractors, subcontractors.

Contractors and subcontractors constantly receive and control the indicators:

— bank credits;

— costs for performance of works on projects;

— construction in progress, including works accepted for payment and paid;

— income gained from the customer on the transferred projects according to
the agreement;

— the advance payments received from customers for the performed work;

— the advance payments given to a subcontractor under the works agree-
ment.

Investors consider and control the following indicators:

— financing on bank credits and bank sources;

— expenses on execution of legal documents, including registration of the
rights to real estate;

— indicators on completed projects;

— data on construction in progress;

— investment revenue;

— process of construction financing and payments from a customer.

— project cost in the real estate market.

The sixth block of model of accounting determines system of contractual
relations. They can be grouped as follows:

— agreements of investment, equity, co-financing, assignment of claim, an or-
dinary partnership between subijects of ICA;

—contracts of constructing and subcontracting and other types of contracts be-
tween subjects of investment construction activities;

— credit agreements of insurance and loan with participants of financial
groups;

— contracts for deliveries and services;

— purchase and sale agreements with buyers;

— agreements on state examination and construction supervision.

The analysis of accounting and legal components of the ICA model includes
the following sections:

— financial position of partners;
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— legal characteristics of business activity, profit earning, independence, risks;

— distribution of economy between the parties on accomplishment of contract
works before commissioning of the project;

— risk of accidents for which the contractor is responsible before commission-
ing of the object, and the customer after commissioning of the object;

— warranty periods on detection of insufficient quality of works;

—procedure of advance payments on stages, constituting objects of a complex
and a construction complex in general.

The seventh block of model contains recommendations on systems of ac-
counting financial accounting of ICA which include:

— production optics (general contractor, subcontractor, suppliers);

— financial optics (insurance and financial organizations);

— specialized optics (customers, developers, real estate developers). [11]

The eighth block of model includes the architectural structured charts of ac-
counts with high analytic capacity which include:

— from 50 to 100 thousand analytic items of production optics;

— from 10 to 30 thousand analytic items of special optics.

For example, OJSC "Baltika” has the chart of accounts of information capacity
of 166440 items, 8760 — accounting items, 216 - cost centers, 173 — cost elements.
And account 99 includes 300 analytical items.

The ninth block of the integrated engineering model of accounting, control
and management of ICA represents architectonics of charts of accounts which ena-
ble to apply interactive computer programs for management and control.

Architectonics of charts of accounts represents integration of mechanisms of
engineering into the structured charts of accounts which are used for management of
financial condition, solvency, reserve system and risks.

The tenth block of model is the control block of economic activity based on
the use of engineering accounting mechanisms which include:

— the hedged derivative balance sheet according to which engineering man-
agement of reserves is carried out;

— the derivative balance sheet of the integrated risk creates a possibility of

risk management, including determination of financial risk zones;
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— the monitoring derivative balance sheet allows to find quickly active, neutral
and passive zones of financial condition, gives a chance of engineering manage-
ment of a financial position;

— the reorganization and synergy derivative financial report creates a possibil-
ity of engineering management of reorganization with finding a synergy effect.

Management of investment construction activities is carried out with the use of
simulation models and software reproducing accounting process with the required
accuracy degree. [12]

So, the traditional accounting model contains 18 steps algorithm of cost value
determination of produced and sold products. The financial optics of financial ac-
counting uses 9 step algorithm of finding gross cost value, as well as a financial re-
sult. [13]

All this creates great opportunities for broad use of mechanisms of accounting
engineering for financial, managerial and strategic accounting.

The eleventh block of model of accounting, control and management of
ICA is a control system, which includes the following methods:

— the inventory method is a carrying out systematic inventory checking funds,
assets and responsibilities, with the reflection of its results in financial documents;

— use of the system of report matching (financial, managerial, strategic);

— use of accounting control points for checking the information relevance;

— comparison of property indicators at the beginning and the end of a certain
period according to the system of zero balances. Variance analysis of the ledger and
instruments of accounting engineering — the derivative balance sheet.

Thus, the provided integrated model of accounting, control and management
of ICA creates an effective information system for its participants.

This model is aimed at creation and use of an effective construction system
and including financial, managerial and strategic accounting in investment construc-
tion activities. Implementation of this model can serve as a mechanism of the branch

innovative development.
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Copokiecbka OneHa,

TepHoninbcbKkul HauioHanbHUU MexHiYHUU yHieepcumem
imeHi leaHa [lyntos,

OOKMOP EKOHOMIYHUX HayK, doueHm,

cpaKynbmem €KOHOMIKU ma MeHeOmmeHmy
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Kyx0da TemsiHa,

TepHoninbcbKul HayioHanbHUU mexHiYHUU yHisepcumem
imeHi lsaHa [yrnos,

KaHOuOam eKOHOMIYHUX HayK, OoueHm,

aKyrnbmem eKoOHOMIKU ma MeHeOXMeEHMY
CmpymuHcbkKa IpuHa,

TepHoninbcbKul HauioHanbHUU MexHiYHUU yHisepcumem
imeHi lsaHa [ynos,

KaHOudam eKOHOMIYHUX HayK, doueHm,

haKkynbmem KoM’ romepHo-iHbopMauitiHUX cucmem

i npogpaMHoI iHXeHepii

HocnioxeHHs mMemodorsio2iyHux 3acad ¢hopmyeaHHs
iHHOBaUuilHUX Krlacmepie 3a y4acmro nidnpuemMcme

marsoeo 6i3Hecy

AHoTaudia: Y crtatTi npoBedeHO aHania nepeBar POPMyBaHHSA KrnacTepHUX
yTBOpPEHb Manux nNignpuemMcTB, OOCIMKEHO BIAMIHHOCTI Knactepa Bif iHWKX opm
koonepauii cyb’ektiB manoro 6i3Hecy. Po3pobneHo mogenb B3aemMofii y4acHWKIB
IHHOBaLINHOIO KracTtepa 3a y4acTio Manux nNignpuMemMcTB Ta BUOKPEMSIEHO OCHOBHI
TUMW KNacTepHOI NONITUKN PO3BUHYTUX KpaiH.

Knroyoei cnoea: cyb’ekt manoro Gi3Hecy, iHHOBaUINHUI KnacTep, TUNKU Knac-

TEPHOI MONITUKN, MepexXeBa B3aEMOSid, ropu3OHTarnbHa iHTerpauis.

1. INTRODUCTION (BCTYN)

CueHapin JOBroCTpOKOBOro pO3BUTKY BITYU3HSAHOIO cektopa manoro 6isHecy
nepenbavae NigBULLEHHSA PIBHA MOro KOHKYPEHTO34AaTHOCTI SK Yy TpaguuUinHUX, Tak i
HOBMX HAYKOMICTKMX CEeKTOpax, NOKpaLeHHA AKOCTi  NOACBHKOro Kanitany n guHamiku
NPOAYKTMBHOCTI npaui, BunepeaKyBanbHUA PO3BUTOK BUCOKO-TEXHOSOMNYHMUX BUPOD-
HUUTB i NepeTBOPEHHS iHHOBALUINHUX (PaKTOpPIiB B OCHOBHE [KEPEeno €KOHOMIYHOro
3pocTaHHsA. BupiweHHsa unx 3aBgaHb NnoTpebye CTBOPEHHS CUCTEMM YiTKOT B3aemMoaii
AepXxaBu, BENMKOro i manoro Gi3Hecy, Haykn 1N yTBOPEHHS €(PEKTUBHMX IHCTPYMEHTIB

IHHOBaLIMHOIO PO3BUTKY, cepen sIKUX NPIOPUTETHY POfb NMOBWUHEH BidirpaBaTu Knac-
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TepHWU nigxig. B3aaemo3yMOBNEHICTb i B3aEMO3B'A3KM MiXK npoLecamMu knactepusadii,
NMOCUMEHHA KOHKYPEHTO34aTHOCTI M NPUCKOPEHHS iIHHOBALNHOT AiSiNbHOCTI — Le Ho-
BUA €KOHOMIYHUIN (PEHOMEH, L0 AO03BOSISIE NPOTUCTOATU HATUCKY rNoBanbHOT KOHKY-
PEeHUiT 1 HaneXHUM YMHOM BiAMNOBIgATM BUMOram HauiOHANbHOrO W perioHanbHOro

PO3BUTKY.

2. LITERATURE REVIEW (OrnsAQ NITEPATYPW)

Cepen HaykoBUX OOCNiAXeEHb, ¥ AKX aHanidyeTbcs npobnemaTtmka npomMmcio-
BO-iHHOBAUiMHMX KracTepis, € npaui BUAaTHUX 3apyOikKHUX Ta BITYU3HAHUX YYEHUX —
W. WymneTtepa [1], M. Opykepa [2], 3. Bapranis [3]. Baxnusuin BHECOK B TEOPIIO i
NPaKkTUKy OPMYBaHHSA KNacTepHOI Moaeri BHECIU YKpalHCbKi BYeHi b. AHOpyLIKiB Ta
0. BoBk [4], H. Kupuy [5], C. CokoneHko [6], M. BonHapeHko [7]. HaykoBe o6r'pyHTy-
BaHHSA KNacTepHMX MeXaHi3MiB Ta iHiluiaTMB 3HaMLWMNO BigOOpaXXeHHsA B nNpausx Takux
BUeHux, 9k M. MNopTep [8], A. bpysep [9], A. Wactntko [10].

OTxe, HaykoBe OCMUCHEHHA (DeHOMEHa KNacTepHOro po3BUTKY Manux nianpu-
EMCTB NMPOBOANIOCH MEPEBAXHO B paMKax €KOHOMIYHOI HayKu, sika BUBYAE NUTaAHHS
CMony4YeHHs nparHeHb manoro GisHecy 0o NpubBYTKOBOCTI Ta e(heKTUBHOCTI i3 couia-
NBHUMW WU eKONOoriYHMMK iHHoBaLUiamMuK. [Mpu LUbOMY 3a HasiBHOCTI BENMKOro MacuBy
HayKOBOI fNiTepaTypu, NPUCBAYEHOT BUCBITIIEHHIO NPOLIECIB KnacTepuaadii 6i3Hecy, oo
CbOroAHi He BM3HAYeHO, SKMM Mae ByTu Wwnsax dOpMyBaHHS KNacTepHUX YTBOPEHb
Manux nignpuemMcTs B YKpaiHi. Y 3B’d3Ky 3 UMM aKkTyanbHUM € OOCHigKEHHS] OCHOB-
HUX METOLOMOrYHNX acnekTiB oopMyBaHHS KnacTepiB nignpnemctesaMmmn manoro 6i3-
Hecy. MeTa fgaHol cTaTTi nongarae y npoBeAeHi aHanidy nepesar (popMyBaHHA Knac-
TEPHUX YTBOPEHb Manux NignpuemMcTs, AOCAIMKEHHI BIAMIHHOCTI Knactepa Bif iHWKNX
dopM koonepadii cy6’ekTiB manoro Gi3Hecy Ta po3pobneHHi mogeni B3aemMogii yyac-

HWKIB iIHHOBALIMHOrO Krnactepa 3a ydacTio Manux nignpuemMcTB.

3. RESULTS AND DISCUSSION (PE3YJIbTATU OOCNIAXXEHHSA)

Ha cborogHilWwHin aeHb knacTtepHi o6’eaHaHHs € ogHie 3 HanedeKTUBHILLIMX
dopM opraHisauii iHHOBaLiMHMX NPOLECIB B PerioHi, 3a SIKOI Ha PUHKY KOHKYPYHTb
BX€e He OKpeMi Mani nianpuemMcTBa, a Uini KOMMNMEKCH, SKi CKOPOUYYHOTb CBOIT BUTpPATH
3aBasikM koonepauii AisnbHocTi. Taki 06’eaHaHHA CnpUAOTb NIABULLEHHIO PIBHA €KO-
HOMIYHOT 6e3nekn X yYacHWKIB, MPUCKOPIOOTE TEMMNU BMPOBAaAXKEHHS iHHOBALIN Ha

Manmx I'Ii,D,I'IpI/IGMCTBaX, CrNpunA0Tb NiABULLEHHIO KOHKypeHTOCI'IpOMOH(HOCTi pi3HI/IX
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rany3en eKoOHOMiK/, He BUMararTb 3HaAYHMX KOWWTIB i nepeabavaloTb 3aCTOCyBaHHS
Pi3HUX iHILiaTMB, CNPAMOBAHWX Ha CTUMYNIOBAHHS CyO’ekTiB manoro 6GisHecy Ons
cniBnpaui. CTBOpeHHs Knactepa 403BoSiie CopMyBaTh CneundivyHUI EKOHOMIYHUI
NPOCTIp, METOK AKOrO € MiABULLIEHHSA PIBHA €KOHOMIYHOT 6e3nekn, posLmMpeHHs cde-
pv BiNbHOT TOPriBni, 36inbLweHHs 0b6cariB ekCnopTy NPoAyKuii Knactepa, BiflbHOro ne-
peMiLLEeHHs KaniTany Ta JIloACbKUX pPecypciB.

BigmiHHiCTE knacTepa Big iHWKMX opM opraHisauii Manux nNignpuemMcTs, Ha-
npuknag, TeputopianbHO-BUPOOHMYMX KOMMMEKCIB, NONArae B HAsIBHOCTI BHYTPILL-
HbOr0 KOHKYPEHTHOro cepefoBuLla Ta CUMbHUX KOHKYPEHTHUX MO3ULIA Ha BITYN3HSA-
HOMY puHKY. OTXe, Knactep — Le NoegHaHHsS Koonepawil Ta KOHKypeHLUil, siki 4onoB-
HIOKOTb OflHa OJHY Ta CTBOPIOTbL NepeaymMoBun ANa PpO3BUTKY iIHHOBALIMHMX NPOLECIB.
B3aemo3B’s130Kk 3 BHYTpiWHIMKM noTpebamu cnoxuBadamm knactepa 6asyetbcs Ha
KOHKYPEHL,iT, 3 30BHILIHIMM — Ha Koonepauii. Y pamMmkax B3aemogii B knacTtepi Biaby-
BalOTbCA KOMYHiKaLiMHI nNpouecu, sKi CnpusiioTb (POpMyBaHHIO BCEpPeaVHI KnacTepis
dopmManbHUX i HecbopmanbHMX, 0COBUCTUX B3aEMO3B’A3KIB MK MOr0 ydYacHMKamu.
Po3BuTOK iHbOpMaLINHUX Ta MapKeTUHIOBUX 3B’A3KIB MK Manvmu nignpuemcteamm
KnacTtepa Ha OCHOBI CydaCHWX TEXHOMOrIN cnpusie hopMyBaHHIO B paMKax MixXperio-
HanbHOI EKOHOMIYHOI iHTerpauil NeBHUX NAHOK NaHLOXKa CTBOPEHHS BaApTOCTI, 3ara-
NbHUX CTaHAapTiB BUPOOHMLTBA, NOCTABOK i yNpaBniHHA, 3abe3nedye akTMBHUI PO3-
BUTOK KnactepHux dpeHais. Takum YMHOM, KrnacTepusauis crpusie 3MiLHEHHIO KoMmne-
TEHTHOCTI Manux nignpuUeMCTB PErioHy Ta 3Ha4yHO 30iNblUye PiBEHb iX EKOHOMIYHOI
Gesnekn.

PesynbTtatm [pocnigkeHHs [O3BONAKTb CTBEPOXYBaATWU, WO MNPOMUCIIOBO-
iHHOBaUiNHI KnacTepun ABNAKOTb COBOK He NPOCTO cnocib cniBicCHyBaHHA Ha MeBHIN
TEpUTOPIl, a BUO MEPEXHOro cniBpobiTHALTBA, NpM AKOMY 06’eAHaHHA Manux nign-
puemctB byae BiabyBaTMCA Ha OCHOBI MOCTIMHOrO OOMiHY iH(bopmaLien, BUKOPUC-
TaHHS CriNbHUX KOHKYPEHTHUX nepeBar, Hanpuknag, y BUrnagi €gUHOro ocBiTHbOIO
LUeHTpa no niaroToBUi By3bKONpoginbHUX daxisuis, eanHoi IT-nnatgopmn, Koopam-
Hauil gin 3 MeTol ofepXaHHS edeKTy cuHeprii Big e(peKTUBHOCTI KnacTepHOro yTBo-
peHHs (puc. 1). Lle BM3HAYeHHs aKTMBHO 3aCTOCOBYETbCS ANSA BU3HAYEHHS Pi3HMX
TUMIB CNiBTOBApPMUCTB KOMNaHin, ogHak, y UbOMYy BUNAaKy, BOHO JO3BOSISIE BpaxoByBa-
TW B3aEMO3aAseXHiCTb YCiX Manux NignpueMCTB-y4YacHUKIB Krnactepa M po3BuMBaTu
TaKy BaXnMBY BMacCTMBICTb KNAaCTEPHUX MepeX, SIK ChiflbHe HaB4YaHHs (co-learning) i,

B OCTATOYHOMY MiACYMKYy — KoeBonwuia (co-evolution) TxHiX y4acHukiB. EkcnepTHe
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siness Economics

CNiBTOBAPUCTBO Ta YYACHMKM AOit0YMX YCMILWWHMX KNnacTepiB Ha CbOrOAHIlWHIA OEHb, Y

LinomMy, OOCArN KOHCEHCYCY B TOMY, WO ePEeKTUBHUN PO3BUTOK KNacTtepa Xapakre-

pPU3YETbCA MexaHiaMoM «noTpinHoi chipani» (Triple Helix), To6To B3aemopgieto TpboXx

rpyn y4acHukiB: Gi3Hecy, Bnagu i Hayku.

tOpuanyHi ipmm YpaaoBsi CTpyKTypu IHcTuTyLii EC
Mane Ingpopmauiiina
niagnpuemcr- niompumka
BO 1
Mane
nignpuemcT-
BO 2
Mane K oMriemeHuy- Terama i e InBecTopu,
nignpuemcT- yeHmp nmixTpUMKa napTHepH
BO 3
Mane A
nianpuemcr-
BO 4
Mane —
nianpuemct- Ingpopmayiiini
BO 5 pecypcu
OcBiTHiI IT-nnarcopma Mowyk OCBOEHHSA
Mane LeHTpH napTHepiB iHHOBaLin
nignpuemcr-
Bo N

! Po3po6iieHo aBTopamu.
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- nocepeaHuubka nonituka (broker policy), cnpamoBaHa Ha cniBpobGiTHMLTBO 3
Gi3zHecoMm, po3BMUTOK HAyKOBMX NapkiB, Bi3HeCiB-iHKybaTopiB,;

- NOMiTUKA NO CTUMYIOBAHHIO BUCOKOsiKicHoro nonuty (demand-side policy),
o BkNtoyae B cebe akymynoBaHHA iHGOpMaLii NPo HOBI NEPCNEeKTUBU PO3BUTKY,
NOBIiQOMITEHHS OO0 MOTEHLUIMHMX CMNOXMBAYiB IHHOBALMHOI CKNagoBOi BMPOBGNEeHMxX
NpOAaYKTIB, PO3BUTOK ifel BIAKPUTOCTI iHHOBaUIN;

- 3aX04M LWOoJ0 PO3BUTKY NporpamM HaBYaHHS;

- CTUMYJIIOBaAHHA PO3BUTKY MiXKHApOAHWUX 3B’A3KiB (PO3BUTOK TPaHCKOPAOHHMX
KnactepiB);

- CTPYKTYpHa nonituka (cnpsiMoBaHa Ha iHPPaCTPYKTYPHUN i IHCTUTYLiOHanNb-
HUN PO3BUTOK).

HesBaxatoun Ha NO3NTUBHI MOMEHTM (DOPMYBAHHS iIHHOBALIMHUX KracTepis 3a
yyacTio cy6’ekTiB manoro 6i3Hecy, 6araTto HayKOBMX €KCMNepTiB BCeE X BUAINANTb
NeBHi HeJomnikKM Cy4acHUX KrnacTepHUX MOMITUK Ha PiBHI PO3BUHYTUX KpaiH, Hanpu-
knag [11, c. 52]:

- HeJoCTaTHA yBara NPUAINSETbCA HETEXHOMOMYHMM iHHOBAUiSAM (Hanpuknag,
y cdpepi nocnyr);

- MKHapOAHi 3B’A3KM B MpOLECi pO3BUTKY KnacTepiB BPaxoOBYOTbCA cnabko —
nepeBaxaloTb HauioOHanbHi NporpamuM po3BUTKY (Tak 3BaHi «overly  domestic
programsy);

- HegocTaTHA KoopAuHauis MK Pi3HMMU HanpsiMKamu NOSITUK;

- Nuwe dparMeHTapHUn obnik MMHYNOro Aoceiay;

- NosiBa Bce BINbLIOro Ynucna iHiyiatve i nporpam NigTpUMKK 3i cnabkok Koop-

AVHALIE MK HUMW.

CONCLUSIONS (BUCHOBKW)

OTxe, pesynbTatm nNpoOBeLEHOro [OOCHiIKEHHS PO3BUTKY MNPOMUCIIOBO-
iHHOBaULINHUX KNnacTepiB 3a yyacTio cyb’ekTiB Manoro 6isHecy A03BONSAKTbL 3p06uUTH
PS4 NPUHLMNOBUX y3aranbHIOKYMX BUCHOBKIB: 1) 3aCTOCyBaHHS KraCTepHOro niaxo-
Ay € 3aKOHOMIPHUM eTarnoMm Yy PO3BUTKY €KOHOMIKW, a MOro MNOBCIHOAHE MOLUMPEHHS
MOXXHa po3rnsgaTh siKk rofioBHY pUCY BCiX BUCOKOPO3BUMHEHUX EKOHOMIK; 2) cneuundoi-
KOK MPOMUCIIOBO-IHHOBALIMHOIO Kractepa € ofepXaHHs Manumu nignpuemcteamu,
WO BXOOATb OO HbOrO, CMHEPreTUYHOro edekTy, WO BUPAKAETLCA B MOKPALLEHHI

iHHOBALNHOIro PO3BUTKY BCIEl CUCTEMM B MOPIBHAHHI 3 OKPEMUMW rOCNOL4APHYNMU



566

cyb’ektamn. KnactepHuii MexaHiaM 3aCHOBaHMM Ha €PEKTUBHOMY CMOJSTyYEHHI BHYT-
PiLUHBOKACTEPHOI Koonepauii Manux nignpuemMcTs y Npoueci BUpoOGHULTBA NPOAyK-
Lii i3 BHYTPILWHBOK KOHKYpEHUIEW B pamMkax NpoMucrioBoro knacrtepa. lNpu ubomy
BaXXIMBO MIOKPECNTUTU MEPEXEBUIN XapakTep B3aEMOAil MOro y4acHUKIiB, OCKIiNbKK
came ropusoHTarnbHa iHTerpauis B LbOMy BUNagKy cnpuse oopMyBaHHIO CTPOro opi-
€HTOBAHOIO NaHUIOXKa MOLMPEHHA HOBUX 3HaHb, TEXHOMOrIN 1 iHHOBAUiN; 3) Xapak-
TEPHOK PUCOK KnacTepa 3a ydacTho cyf’ekTiB Manoro 6i3Hecy € Moro iHHoBaujiHa
opieHTOBaHICTb. Hanbinbw ycniwHi knactepn ¢opmyoTbCa TaM, A€ 34INCHIOETLCS
abo O4iKyeTbCS «NPOPUB» B ranysi TeXHIKM 1M TeXHONorii BUpoGHUUTBA 3 HACTYNHUM
BMXOOOM Ha HOBi «PMHKOBI HilWi». TakMuM YMHOM MOXEMO 3a3HauyuMTW, LLO KracTtep
Manux NignpuemMcTB € CyKynHicTio 7K: KOHUeHTpauid, koonepaLisi, KOHKYpeHLisa, KO-
MYHiKaLisi, KOopANHaLis, KOHKYPEeHTO34aTHICTb, KOMMETEHL,iA.

CtBOpeHHA knactepa cyb’ektiB manoro 6i3Hecy mae Ha MmeTi 3abesnedeHHs
KOHLUeHTpauii BMpobH1UTBa Ta peanisauii Npoaykuii, koonepauii 3ycunb Hag nowu-
PEHHAM iHHOBALMHMX NPOLECIB, 3abe3neyeHHs KOHKYPEHL,iT, KOMYHIKauinHuX npoue-
CiB B paMKax KIlaCTepHOro yTBOPEHHSA Ta ChifibHOI KoopAuHauii AianbHOCTI Manux

nianpuemMcTs.
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Abstract: Considering concept formation of service-oriented public policy, the
main stages of its development are discussed and some of the modern trends of ser-
vice-oriented policymaking in Ukrainian public administration system are analyzed.
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Until recently, perception of the notion of service and its research in Ukrainian
public administration science was related only to the tertiary sector of economy, ser-
vice sector. Herewith, many adherents of the traditional concept of public administra-
tion (“administrative management”) ignored even the possibility of building a service
state in Ukraine, while the role of service activities on behalf of the state was reduced
only to the ancillary (secondary) function of providing “administrative services” by
public authorities. However, growing world economy globalization trends in devel-
oped countries caused a different vision of the place and role of citizen and his rela-
tionship with the state, and therefore, the system of public administration was re-
formed on the basis of a new “model of administration as a guaranteed service sys-
tem” [1] or the theory of “service state”. Thus, according to the statistics portal of the
U.S. Department of Labor [2], as of 1 January 2017, only 18% of able-bodied popula-
tion of the United States were employed in the primary and secondary sectors of

economy (agriculture, manufacturing industry and construction), while the rest were
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working in service sector, which includes services provided by not only businesses
but also public authorities and nongovernmental organizations. So, in this context,
one should differentiate between service sector as a component of economy and
“high American mission” of serving people, and therefore, functions of the state in the
United States, from lawmaking to national security, are considered as service activity
of public authorities. This confirms the relevance of this topic.

The purpose of this paper is to explain the concept formation of service-
oriented public policymaking in Ukrainian public administration science as well as to
present the state of implementing service-oriented administrative tools in Ukraine and
the tendencies that could be recognized in this direction.

Service model of economy does not prognosticate domination of the state in
creation of conditions for vital activity in the country based on the principle of “top-to-
bottom”, but facilitates formation of another vertical, “bottom-to-top”, when initiative
comes from nongovernmental and civic organizations and business associations and
when ordinary citizens are engaged to initiate positive systemic changes in the func-
tioning of society. The service-based principle of interaction should be regarded as a
form of organizing activity, and the changing role of citizen (civil society) in public
administration lies at the core of perception of the nature of service state. The origins
of cognition of the service-based nature of relationship between citizens and the state
are rooted in Aristotle’s idea concerning participation of all citizens in public admin-
istration as an unquestionable benefit. The vector of increasing role and significance
of the citizen in public administration, from an object of influence by the state to a real
participant of management processes, can be systematically traced in evolution of
various concepts of public administration: public administration — new public man-
agement & policy network — good governance. Russian scholar Y. Karlovskaya
takes the view of the “servicing” paradigm in the sphere of public administration as an
innovative strategy related to the “movement of activity from the sphere of adminis-
trative proceedings to the sphere of socioeconomic activity for the purpose of maxim-
izing consumer provision (service as a process) and increasing, on this basis, the
effectiveness of institutional units of the public administration sector (service as a re-
sult)” [3]. At the same time, organizational and procedural nature of “public services”
category is reflected by the term “service activity”, which, if applied in economy, is

defined by G. Avanesova as a specific activity of professionally trained people who
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enter into social relationships to deliver social, group and individual services within
the framework of market relationship [4].

We should agree with Y. Kozhenko, that service-based approach to public
administration is an integral legal phenomenon that contains universal and specific
patterns in functioning and self-organization of administrative relations characterized
by relevant typological, axiological, ontological and morphological features. The ser-
vice-based idea of development of government system is based on the traditional
interaction: “service provider — consumer”, where the strength and legitimacy of pub-
lic institutes is related to the effectiveness of identification, modeling and realization
of individual and group interests and needs. In the case of a “service-based” organi-
zation of management, “consumer satisfaction” becomes the dominant indicator of
effectiveness [5].

Lately, discussion concerning correlation of the terms “service state” — “welfare
state” and “service-oriented public policy” — “welfare state policy” has become of es-
pecially contemporary significant in Ukrainian scientific research. It's worth noting
that some have even managed to unify different, and sometimes even mutually ex-
clusive (in terms of content), meanings of “service” and “welfare” components of pub-
lic policy in the artificially-created term “socially-oriented service state policy”, inter-
preting it as a “coordinated system of actions involving development, implementation
and control of priority areas of public policy, aimed at satisfying the needs of the pub-
lic in access to public goods, aligned with long-term goals of development of the so-
ciety and the state” [6].

Considering the contradiction concerning understanding by public authorities
of the significance of governance services sphere in the concepts of traditional ad-
ministrative management and the new public management, determination of the pri-
macy of “service” or “welfare” state becomes a subject of discussion. Let’s find out
which one of these notions has a wider meaning in the aforementioned terminological
field of study.

According to the authors’ opinion, service state in which service-oriented policy
is formed and implemented is always a welfare state, because it is the service sphere
by which the society judges the sociality of public administration, i.e. services are
provided on social terms. At the same time, it's worth noting that services that have
solely social orientation represent one of the varieties of services provided by public

authorities, which are classified according to the sphere where these services are
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provided. However, welfare state policy may not be a service provision policy, if we
look at support of social sphere as a duty of the state (on the basis of traditional pa-
ternalism). Therefore, within the context of traditional concept of administrative man-
agement, sociality of the state is ensured, first of all, by legislative acts and bylaws
and activity of public authorities and authorities of local governments, while services
provided by public authorities become just one of the auxiliary functions of public
administration; among them, the following remain base services: organizing,
planning, coordination, controlling, etc. Innovations in e-Governance play only the
role of technologies of providing these services in electronic form.

Summing up the role of services provided by public authorities in a welfare
state in accordance with the classical theory of administrative management, we’d like
to cite the opinion of another scholar I. Bachilo, who believes that welfare state may
be regarded as service state only to a certain extent, if it does not exhaust the func-
tions of public authorities that provides conditions for citizens and organizations to
exercise their social and other rights [7].

The concept of new public management gives services a totally different role,
according to which, provision of these services by public authorities is a base func-
tion of the state, i.e. any activity of the state is service-based. In other words, all tradi-
tional functions of public administration are engaged to implement a service-oriented
public policy, or functions of public administration are identified with functions of gov-
ernance services provided by public authorities [8].

This trend is observed in every direction of public administration system in
Ukraine. We can easily notice it in customs regulation as well. Considering the order
of information exchange between State Fiscal Service of Ukraine and enterprises
according to single-window system [9], any enterprise makes a decision about elec-
tronic declaration of goods through just sending a message with requisites of prelimi-
nary declaration, arrival date and time of checking goods by customs controller.

After receiving message and scanned copies of documents from an enterprise
information system checks requisites of preliminary declaration and electronic digital
signature of enterprise’s executive and transmit this information to corresponding
customs controller. Whereupon information system reports an enterprise the results
of electronic digital signature verification or mistakes in requisites of preliminary dec-
laration. Such system allows enterprises to avoid queues on borders and save signif-

icant time [10]. The efficiency of this service-oriented administrative tool we are able
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to observe from dynamics of applying for single-window system by Ukrainian enter-
prises (table 1).

Table 1
Applying for single-window service-oriented system by enterprises at customs

in Ukraine

Regional cus- | Aug | Sep Oct Nov Dec Jan Feb Mar | Apr | May

toms 2016 | 2016 | 2016 | 2016 2016 | 2017 | 2017 | 2017 | 2017 | 2017
Kyiv city cus-
184 | 426 455 594 751 455 688 567 569 765
toms SFS
Zhytomyr cus-
59 533 | 1418 | 1743 1567 | 1336 | 1714 | 1656 | 1393 | 1295
toms SFS

Chernihiv cus-
toms SFS

9 104 541 1232 1393 | 1278 | 1682 | 1854 | 15682 | 1750

Dnipropetrovsk
66 886 | 1628 | 2452 2743 | 2492 | 3067 | 2895 | 2843 | 3153
customs SFS

Zaporizhzhya
16 93 441 1468 1610 | 1296 | 1816 | 2041 | 1702 | 1616
customs SFS

Kyiv customs
138 | 1775 | 3260 | 4170 4425 | 3316 | 3796 | 3567 | 3170 | 3756

SFS
Rivne customs

SFS 12 237 | 1157 | 1553 1493 | 1383 | 1566 | 1660 | 1310 | 1428
Volyn customs

SFS 4 123 316 437 1910 | 3073 | 3913 | 4460 | 3642 | 3536

lvano-Frankivsk
45 197 459 1228 1609 1985 | 2611 3002 | 2492 | 2749
customs SFS

Lviv customs
SFS

57 119 248 2167 2401 1878 | 1980 | 1655 | 1342 | 1529

Zakarpattya
- 65 215 526 714 974 1061 1323 | 1179 | 1064
customs SFS

Khmelnitsky
14 189 146 139 132 113 206 94 107 103
customs SFS

Vinnytsia
12 259 406 548 408 372 714 821 731 785
customs SFS

Ternopil cus-
toms SFS

4 47 368 345 821 1040 | 1263 | 1240 | 958 863

Chernivtsi cus-
toms SFS

94 182 906 1371 1228 922 1165 | 1528 | 1235 | 1515

Odessa cus-
toms SFS

4 32 446 890 960 364 569 814 681 872
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Mykolaiv cus-
23 238 307 323 353 322 399 344 352 371
toms SFS
Kherson cus-
2 23 13 57 533 523 725 946 845 819
toms SFS
Donetsk cus-
22 185 894 1340 1314 1052 1398 1403 | 1422 | 1510
toms SFS
Luhansk cus-
30 397 442 560 517 328 487 722 679 814
toms SFS
Sumy customs
6 78 211 652 524 488 417 511 572 546
SFS
Poltava cus-
14 231 355 337 247 945 1356 1455 | 1079 | 1129
toms SFS
Kharkiv cus-
10 174 629 1018 1367 1197 1762 1894 | 1705 | 1677
toms SFS
Kirovohrad cus-
1 52 96 121 165 99 316 210 262 214
toms SFS
Cherkasy cus-
47 765 1010 1218 1284 1373 1512 1673 | 1418 | 1555
toms SFS

The main conclusion to be drawn from this discussion is that all traditional
functions of public administration are engaged to implement a service-oriented public
policy. This trend is observed in every direction of public administration system in
Ukraine as well as in customs regulation (service-oriented single-window system).

That is why authors regard concept of governance services in Ukraine as the
result of formation and implementation of a service-oriented public policy to pursue
interests, guarantee rights and meet the needs of both the society and the individual

citizen.
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The value of the business and its valuation in Ukraine

Abstract: The article deals with the pragmatic aspects of the value model es-
sence of the company's performance evaluation. The comparative analysis of the
evaluation models of the Economic Value Added, Cash Value Added was made. It
was proved that using the EVA in planning, monitoring and analyzing the agrarian
companies’ performance helps managers to understand in the best way what deci-
sions lead to the value creation and what it absorbs.

Keywords: business value, value based management, economic value added,

cash value added.

The modern processes of the economic restructuring in Ukraine show that
among the many problems that are the most acute and controversial and require a
radical solution, there are problems of an effective development of the companies in
the agrarian sector. The agrarian sector has the significant export potential, affects
the food and economic safety of the state, but it does not work at all possible capaci-
ty at the current stage of the Ukrainian economy development. Thereby increasing
the efficiency of agrarian business becomes particularly relevant.

The practice of corporate finance management of Ukrainian companies
indicates a low level of using the effective management methods. The traditional fi-
nancial model is characterized by narrow focus - only the material factors are taken
into account in determining the effectiveness; limited informativeness - changes in
the value of owners’ capital are not taken into account; relative accuracy - the ac-
counting data does not give an accurate picture of the current state of the company
[1, p. 235]. An alternative to the traditional financial model is a value based model for
evaluating the company's performance, according to which the success of the com-
pany is associated with an increase in its value.

In the Western scientific and practical literature, the concept of value-oriented
management approach was called Value Based Management (VBM). In the Ukraini-

an science and practice literature, VBM is often indicated as value management or
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financial management based on value management. Within the framework of the
VBM concept, key factors of enterprise growth value are explored [2].

The basis of the value approach to managing the company's finances is the
valuation of a business. This is one of the most complex tasks of corporate finance
and controlling, which gives opportunity to determine the competitiveness and suc-
cess of the company in the market and is an indicator of its development. The prob-
lems that arise in business valuation are related to asymmetry and limited infor-
mation, the absence or weak development of the domestic stock market, the high
uncertainty of long-term planning, and the change in the value of assets, depending
on the purpose of business valuation.

The most common approaches to valuation of a business are asset-based,
earning value and market (comparative) approaches [3].

Each approach allows to emphasize certain characteristics of the evaluation
object. Thus, asset-based approach is appropriate to use for valuation of enterprises
that own assets of various kinds and in the case if the business does not generate a
stable income.

The comparative approach should be used if there is an active market for simi-
lar assets. The accuracy of the evaluation depends on the quality and accuracy of
the information regarding the recent sales of such objects. It takes into account eco-
nomic characteristics, sales time, location, terms of sale and financing. The objectivi-
ty of this method is greatly reduced if sales of similar assets during the indefinite pe-
riod were low or if the market is in an abnormal state - because rapid market changes
lead to distortion of the data [4, p.186].

Since the business valuation is considered by us from the point of view of us-
ing VBM, which involves optimizing financial decisions as a result of the analysis of
key factors in the growth of enterprise value, it is worth to focus on those approaches
that take into account future prospects of the company's development and indicate
the generation of value.

The main financial indicators that characterize the enterprise value and its
change include:

1) Indicators of profitability - characterize the change in value (Return on In-
vested Capital (ROIC), Cash Flow Return on Investment (CFROI));

2) Residual income - evidence of residual (over-expected) profit and used to

determine the absolute change in value (Economic Value Added (EVA), Economic
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Profit (EP), Cash Value Added (CVA), Earnings less Risk free Interest Charge (ER-
IC));

3) Indicators based on the market price of corporate rights - reflect investors'
assessment of the company's performance (Earnings per Share (EPS), Price-
Earnings Ratio (P/E Ratio), Price-to-Sales Ratio (PSR));

4) Total value indicators are used to calculate the total value (Discounted
Cash Flow (DCF), Market Value Added (MVA)).

Leading Western consulting firms have developed several alternative ap-
proaches to evaluation the business effectiveness, which, according to many experts,
measure the performance of companies more successfully than traditional account-
ing models based on profit and return on capital. The most common models are fol-
lows:

- model EVA has been introduced by the consulting company "Stern Stewart &
Co";

- model CVA has been introduced by the consulting company "Anelda AB".

These models make it possible to evaluate both the company as a whole and
its individual units from the point of view of value added, besides, they can be inte-
grated into a motivational system that helps to reconcile the interests of owners and
managers.

It should be noted that the main criterion for making value decisions remains
unchanged when using the two indicators of business efficiency — value added is
created only if the financial result exceeds the income expected by investors in ac-
cordance with the level of accepted risk.

It is worth paying attention to the fact that the value added which is created
during a certain period of time, characterizes the operational efficiency of the compa-
ny, that is, the efficiency of the available assets using. However, from the perspective
of investors, the positive value added may not be sufficient (or a negative value is
satisfactory), since:

- investors compare received income not with the book value, but with the
market value of the capital invested in the company;

- the investors’ income consists of not only the current operating profit, but also
of the value change of future income expectations (future growth value).

As a result, for example, the negative EVA may satisfy the interests of inves-

tors if a significant increase in future corporate profits is expected, which is a conse-
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quence of decision-making in the current period, and the company is accordingly in a
stage of rapid growth. In this case, the expected return on investors will be achieved
by increasing the estimated EVA future periods [5].

Therefore, in order to correctly assess the company's performance over a
specific period of time, it is necessary to compare the calculated EVA with the target
value of the given indicator. The EVA target amount is calculated based on the
market value of the capital invested in the company at the beginning of the estimated
period, and the prospects for the future business development. The indicated amount
should ensure that investors will receive the return on investment from the invested
capital at the level of capital expenditures; in addition, the target amount of EVA can
be both positive and negative. This disadvantage is also typical of the CVA, since this
indicator is also calculated on the basis of the book value of the capital employed and
does not take into account the projected change in value.

The CVA is calculated on the basis of the operating cash flow. Within the
framework of this concept, all investments of the company are classified into strategic
and current ones. The strategic investments, according to one of the developers of
the model - F. Westendrider, include investments which purpose is to create a new
value for shareholders, for example, the construction of additional production
capacities, investments in the development of new products or market development.
Current investments do not create a new value, but contribute to the ability of the
strategic assets of the company to generate operational cash flow. That is why it is
more expedient not to capitalize current investments, but to attribute to expenditures
of the current period [6, p. 5, 27-28].

Since the value added of cash flow characterizes the cash flow generated by
the enterprise above the expectations of investors, the CVA calculation is the differ-
ence between the Operating Cash Flow (OCF) and the Operating Cash Flow
(OCFD).

The OCF is calculated as the sum of operating profit of the company, depre-
ciation deductions, changes in the amount of working capital over the period, minus
current investments.

The OCFD indicator is calculated as the amount of investors' claims to the
amount of operational cash flow in the context of each strategic investment of the
company. To calculate the OCFD for a specific strategic investment, it is necessary

to know three parameters: the term of the investment cycle, the amount of initial in-
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vestment and the price of capital employed. The amount of annual operating cash
flow required to ensure that the investment project has a zero net present value
(NPV) is calculated on the basis of these indicators [7, p. 114].

Thus, according to the CVA model, the difference between OCF and OCFD is
the value added created by the company for its owners.

To substantiate the choice of one of the considered indicators as a key criteri-
on for the effectiveness of the company's activity and the base for constructing a mo-
tivational system, we will perform a comparative analysis of the EVA and CVA evalu-

ation models for several important characteristics (Table 1):

Table 1
Comparative characteristics of EVA and CVA models
Characteristics EVA CVA
Base for calculation Accounting profit OCF
Taking into account cost of | Included Included
capital
Absolute or relative indicator | Absolute Absolute
Adjustment for inflation Possible Possible
Complexity of calculation Low / medium Low / medium

The basis for EVA calculation is the company's operating profit, while for the
CVAis OCF.

One of the main arguments of the CVA model supporters is that the assess-
ment of the company's performance does not depend on accounting methods of as-
sets depreciation. Within the EVA model, this issue is solved by using the method of
economic depreciation of assets.

However, the using of CVA for evaluation company’s performance also in-
volves certain problems. The low level of the CFO can be indicator of inefficient
management of current assets or to be a consequence of the company growing ac-
tivity. An increase in production and product sales usually leads to accumulating
company’s inventories, extending the terms of the commodity credit provision, that is,
to increasing the value of net working assets. Thus, the amount of operational cash

flow depends largely on the phase of company’s development.
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The following benchmarking criteria are taking into account the cost of capital
and the nature of the indicator. At the heart of both models are absolute indicators,
calculated in monetary terms and minus the raising capital costs.

As for the inflation criterion, both indicators are usually calculated without tak-
ing into account inflation, which, of course, reduces their quality. Nevertheless, both
models provide for the possibility of implementing additional corrective procedures for
the adjustment of inflation.

The degree of complexity of the efficiency indicator calculation may have little
effect in terms of financial analysis (especially in the presence of software products
that allow for complex financial calculations), but it is very important in developing a
compensation system for managers. An increasing of the calculation method com-
plexity negatively affects the perception of criterion by managers. A complicated indi-
cator may impair managers' understanding of the indicator nature and factors that
affect the end result. As the result it can lead to the reduction in the manager’s moti-
vation in achieving their goals.

The complexity of calculating CVA and EVA can be assumed to be approxi-
mately the same. However, advocates of using the CVA method argue that the calcu-
lation of EVA is much more complicated process. The main argument is that Stern
Stewart & Co claims 164 potential adjustments that are used to eliminate numerous
accounting conventions. Of course, a large number of adjustments to accounting da-
ta leads to methodology complication for calculating the financial indicator and re-
duces its practical significance [7, p. 54].

However, the arguments which were put forward by the critics can not be fully
justified. First, in a particular company, it is usually recommended to make only sev-
eral adjustments that have a significant impact on the quality of the EVA. Secondly,
some adjustments made in the EVA calculation, similarly relevant for the CVA calcu-
lation (for example, capitalization of the company's research and development costs).
Therefore, the complexity of both models is comparable.

The arguments in favor of choosing an EVA model for assessing the compa-
ny's performance and constructing a compensation system are, firstly, the fact that
this model is more theoretically developed and popular in corporate governance
practices than the CVA. As a result, considerable experience has been accumulated
in the practical use of the EVA model, identified problem issues, bottlenecks and de-

veloped possible solutions for its elimination.
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Secondly, the company's performance indicator based on profitability is more
understandable and convenient for investors. As communication with the company's
investors is an important element of the overall corporate governance system, the
use of more familiar indicators in managerial bonus plans, increases the level of trust
to the system of managers’ motivation and, accordingly, strengthens confidence that
the company acts in the shareholders’ interests, trying to reduce agency costs.

The EVA benefits comparing to the traditional enterprise financial performance
(profit and return on capital) are evident. The managers’ focus on maximizing such
indicators as ROI, ROE, or EPS may lead to the decisions that will result in the ac-
quisition of stock value. The evaluation company’s efficiency based on the EVA cal-
culation promotes the formation of managers responsible not only for the amount of
income received, but also for alternative capital costs used to generate this income.

Additional benefits can be obtained by using corrective procedures when cal-
culating EVA. The adjustments allow avoiding unwanted distortions of financial re-
sults that arise from various accounting methods and minimize the potential threat of
reporting data manipulation from the company managers’ side [8].

Using the EVA model as a tool for evaluating the business management effec-
tiveness and the base for building managerial bonus plans helps managers to better
understand the key factors through which the company creates value. So, you can
find out that EVA is increasing if two other parameters are unchanged and:

— growth of NOPAT, which is provided by increasing the efficiency of operat-

ing decision making (in managing costs, accelerating the turnover of capital);

— reducing the WACC by increasing the effectiveness of financial decisions
regarding the structure of capital;

— an increase in the IC (business expansion), provided that additional capital
is invested in those projects whose return on investment exceeds the cost of invest-
ed capital;

— IC reduction (sale, liquidation of business segments), provided that the re-
turn on invested capital in the projects does not cover the costs of its involvement.

A distinctive feature of the EVA is its ability to use both to assess the invest-
ment attractiveness of the company as a whole, as well as individual segments of
activities, centers of responsibility, structural business units or investment projects.

Consequently, value oriented performance indicators are characterized by a

higher level of objectivity than profit indicators, because they are based on factors
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that are difficult manipulated. Motivation and management company systems should
be based on value oriented performance indicators which allow harmoniously to
combine the interests of managers and investors. Using the EVA in planning,
monitoring and analyzing the results of agrarian companies' operations allows
managers to focus their attention on the entire list of operational, financial and
investment issues, helping them to understand in the best way what decisions lead to

the value creation and which absorbs it.
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institution. Adopting a legal analysis, the article considers a place of the consumer
rights protection law, its objectives, and importance of Civil law and the private-law
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The law that secures the principles of legal consumer’s position among other
parties in civil relationships constitutes a complex legal institution. [6, 91]

A place of the law in the legal system of Ukraine and its objectives of protect-
ing consumer rights is a constituent of more general problem, in particular recognition
of existence of complex regulatory institutions not only in the legislative system, but
also in the law system, including correlation of these systems. [6, 94] The existence
of complex inter-branch institutions that regulate various intertwined social relation-
ships, as commonly consolidated in the specific source of law, has gained general
academic recognition. However, some opponents consider the institutions as inte-
grated into the legislative system rather than in the law one. Others deny the charac-
teristics of such elements as branches of law’. They argue that complexity is not in-

herent in a law system on the levels of law branches and their segments. “It is law
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branch nature as a category of social reality that excludes possible existence of
complex law branches”. [1, 32] Some academicians also admit that it is true of com-
plex law branches. Yet they support the existence of complex law institutions in the
structure of law, that is, recognition of complex institutions is quite different from
recognition of complex law branches. [3, 421] Other researchers insist on necessity
of specifying complex regulatory institutions, in particular a comprehensive whole of
legal rules, which takes a certain place in both legislative and legal systems. The
corollary of this is that secondary law structure may exist [3, 418] and it may consist
of different regulatory institutions: branches, sub-branches and institutes. Moreover,
their inherent complexity is evidence of “polymery” of a legal system, i.e., its poly-
structural properties. According to Alekseyev S.S. the very fact of separation of re-
spective legislative spheres means that certain specifics are in the content of legal
regulation and that the complex institutions are separate “not only due to the pres-
ence of independent regulatory acts, but also due to the fact that these acts have
assisted with approving rules, drawing up general provisions and regulation methods,
and regulatory materials as consolidated in regulatory generalizations”. [5, 55] In the
current law the above complex institutions are caused by development of industry,
energy and other sectors of mass production and service that require implementation
of various technical and organizational regulation methods which condition specific
legal regulatory means of new relations in these industries. As for the complex con-
solidations of legal rules it is important to integrate the regulations diverse in their
primary de jure differentiation depending on the peculiarities of a sphere subjected to
legal regulation rather than to isolate the law branches differentiated in law. In con-
trast to the separated law branches that indicate the differentiation process in legal
regulation, “complex law arrays” call for integration of different social and legal insti-
tutes under present-day conditions. Stressing on the significance of secondary insti-
tutions in the legal system, Alekseyev S.S. classifies the institution regulating rela-
tionships that concern personal needs of citizens [5, 156], i.e., in the contemporary
terms, a complex institution aimed at regulating social relationships in order to exer-
cise and protect consumer rights. This legal unity is typical of complex legal institu-
tions since the rules consist of components from different law branches, and subse-
quently have own legal orientation and “vertical” hierarchy. The unity comprises the
principles of diverse areas, in particular the constitutional ones that provide for the

rights of citizens to health protection, education, public association including the ones
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that ensure observance of the rights under Chapter 2 of the Constitution of Ukraine
on Human and Citizens’ Rights, Freedoms and Duties; provisions of criminal and
administrative laws that establish responsibility for fraud against consumers and oth-
er relative violations. [2] Such approach is necessitated by comprehensive regulation
of consumer rights protection, development of efficient legal mechanisms, applicable
methods and techniques of different law branches. Actually, the relationships regula-
tion of the consumer rights heavily relies on the Civil law provisions, mainly the Civil
Code of Ukraine and the Law of Ukraine on Consumer Rights Protection. There is
the number of reasons that Civil law is at the core of the legal regulation under dis-
cussion. First, as the principal relationships in this area involve property and have
individual non-property nature they are subject to regulation by civil law. A consumer
is a party to the above relations liable in civil law. Second, Civil law is highly appro-
priate for the regulation at issue due to its mechanisms providing such means and
techniques that, on the one hand, secure mutual interests of the parties to the civil
relations and, on the other hand, protect interests of a consumer as a weak economic
party to the legal relationships. The civil legal principles are the core of this regulatory
institution since they are designed for regulating property and non-property relations
under the dispositive principle and the principles of legal equality and independent
will.

The civil relationships where a consumer is a party are governed by the legal
rules of different institutions: Agreement of retail purchase and sale, Agreement of
rendering of services, including repair work, Agreement of indemnity, to name a few.
Moreover, the provisions of Part 1, the Civil Code of Ukraine specify legal founda-
tions of civil relationships of citizens and organizations and general requirements for
enforceable civil-law contracts, and other relative issues. Thus, the corollary of this is
that the civil law structure contains a special system of the rules on exercising and
protecting the consumer rights in the civil relationships. Although these rules are
found in different civil law institutions, they run through the whole system, and a
complex nature of the system is another argument for the above point. On the other
hand, this comprehensive whole of the rules is at the core of Civil law which is a
complex branch and at the same time a civil-law institution [8, 312], and consists of
the rules of different civil-law institutions. The common feature that unites these rules
is a specific subject of the civil-law relationships that is a consumer entitled to the

opportunities under law. Such dispersion of the rules on the civil law relationships
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with consumers as a party is necessitated by the systematized placement of the rules
according to the different kinds of civil contracts which do not imply the absence of
the relationships community.

Thus, relationships between a consumer and a contractor are the ones
grounded on equality and autonomy of the parties’ will within personal property inde-
pendence of the subject. So far as consumer protection is concerned both civil law
and public law are important. For example, major offences impose administrative and
criminal responsibilities. Moreover, preventive means are appropriate in certain cas-
es including goods compliance with safety standards, product certification and etc.
The consumer rights protection law provides for administrative safety requirements
and responsibilities for the breach of safety standards by manufactures (contractors).
It should also be emphasized that the methods applied in the area at issue are main-
ly characteristic of Public law that explains the unity of private-law and public-law
regulatory elements. It leads to a legal consumer protection regime which is based
on the most optimal consolidation of the private-law and public-law elements. Conse-
quently, it makes possible to apply a complex approach to consumer protection, and
primarily distinguishes a complex and multi-branch nature of the regulatory institu-
tion. [6, 92]

Therefore, along with the characteristics of the civil-law method including initia-
tive of the parties concerned, “permissive” and dispositive features of the civil-law
regulation and the parties’ equal legal positions are crucial for an enforceable con-
tract. [7, 213] Moreover, a great number of imperative provisions and predominant
instructions are of binding or injunctive effect. The view put forward above suggests
that the law consolidation is developing as a complex regulatory institution under the
rule of Civil law where public regulation is indispensible to consumer rights protec-
tion. That’'s why it is imperative for this sphere to be improved on two tracks simulta-
neously: first, harmonization of respective rules of different law branches and, sec-
ond, betterment of the civil-law regulation means of social relations where a consum-
er is a party. The rules of this institution differ in the branch orientation as well as in
the juridical one. These rules include the regulatory principles for consumer rights,
mechanisms of exercising these rights and controlling the relationships, and also the
consumer rights protection laws directly intended for protecting, enforcing and restor-
ing consumer rights, establishing reasons and responsibilities for relative infringe-

ments, i.e. protective rules. The civil law, in particular its legal principles of the institu-
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tion at issue, is designed primarily for appropriate organization of property and non-
property relations between participants in the civil law turnover as well as for combat-
ing wrongdoings while the criminal and administrative laws serve this purpose. Some
scientists define this notion as protection of a subjective right and interest at law. [6,
93] Related to the above arguments is the conclusion that the common notion of the
consumer rights protection legislation does not reflect the essence of the legal
phenomenon since the notion includes the legal principles of the relationships regula-
tion in order to exercise and protect consumer rights whereas the latter is referred to
the broader notion of right protection. The heavy reliance on this notion may be
caused by its ability to reflect a main orientation of the legal principles comprising the
regulatory institution. More precisely, it implies special enhanced protection of the
rights of such a specific subject as a consumer. Taking into account that this notion is
also a common title of rules, it is advisable to keep on using the consumer rights pro-
tection law.

To some up, it is possible to assert that the legal system of Ukraine has a spe-
cial regulatory institution that is a complex law one designed to regulate the relation-
ships in order to exercise and protect the consumer rights. A considerable public
concern in protecting the legitimate rights and interests of consumers who are an
economically weaker party admits of consolidation of the private-law and public-law
elements within this institution that makes it a complex whole where the Civil law is a
major source. All of this points to the fact that this institution is a private-law one sup-
plemented with the public-law elements. As its rules have both regulatory and protec-
tive orientations, this regulatory institution is aimed at protecting the consumer rights.
The rights at issue are protected by consumers themselves through enjoying oppor-
tunities in exercising their legal rights and civil-law remedies as well as by means of
respective public and social authorities and organizations. This law institution has an
important place in the legal system of Ukraine as it has its own object, a definite area
of social relations, to be regulated.

The analysis of the law regulation specifics of the relationships where a con-
sumer is a party leads us to the following conclusions:

The law on consumer rights protection has developed through the number of
stages. The Approval of the Central Committee of Ukraine and the Law of Ukraine on
Consumer Rights Protection contributed much to its evolution by establishing a set of

special consumer rights and legal opportunities.
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The analysis of the current legal regulation is evident that the consumer rights
protection law requires improving, chiefly filling the gaps and eliminating antimony in
the respective provisions.

The consumer rights protection law defines the subject to be governed as so-
cial relationships which meet the criteria established by the above law. The number
of these statutory relationships tends to expend while their content is steadily evol-
ving.

The complex law institution is founded by the system of the rules specifying
the peculiarities of a consumer’s legal position. An important role of Civil law in this
area allows to state that Private law is a basis of this civil law institution along with
the public-law elements which provide extensive and enhanced protection of con-

sumer rights and its comprehensive character.
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Methodology for assessing the sustainable social
and economic development of cities, taking into account

the systems approach

Abstract: The research is relevant due to the problems of sustainable devel-
opment of the modern city. This article is aimed at identifying the need for an ideal
model of the city. The main method of research of this problem is the system method.
This method comprehensively considers the study of green economy in the modern
city. Also, the system method reveals the diversity of cause-effect relationships and
relationships within the system under investigation, and in its interaction with the ex-
ternal environment. The article presents a methodology for assessing the sustainable
social and economic development of cities, taking into account the system approach.
The basic conditions for sustainable development of the city have also been identified
and justified. The materials of the article are of practical value for the authorities at
the regional level in making managerial decisions on the sustainable development of
the region.

Keywords: modern city, eco-city, sustainable development, system approach.

1. Introduction
Nowadays most cities are in crisis and such cities do not meet the modern re-
quirements of the new economy. Some cities, previously considered industrial re-

gions, lose its power and attractiveness, others decrease, losing the population. In
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the current situation, the transformation of territories has become an urgent develop-
ment problem for many countries. The government begins to understand that the en-
tire system of urban life is determined by the prospects for the realization of human
potential.

Urbanization of cities is one of the most important trends in the development of
the modern world. This trend refers to the most impressive result of social develop-
ment in recent years. At the same time, urbanization has become one of the central
problems of regional science. Accordingly, when developing a new scenario for urban
development, it is necessary to use the methods of economic sociodynamics.

Modern cities are the source of civilization. At the same time, the city is one of
the main culprits in the destruction of the environment. The main task of humanity is
the ability to transform a modern city in order to create a center for sustainable de-
velopment. Therefore, the evaluation of the conditions of a sustainable socio-
economic state of cities is relevant for the development of the region from the posi-
tion of a system approach.

2. Literature review

The problem of worsening living conditions in cities arose in the second half of
the 19th century in connection with the intensive development of industry and scien-
tific and technical progress. The need for large quantities of water, food, fuel and
building materials arose from the rapid development and enlargement of industrial
cities entailed. Environmental pollution processes began to arise everywhere.

According to the Polish urbanist T. Tolvinsky, in the middle of the twentieth
century, a crisis of cities came. This crisis has forced a new look at the future eco-
economic-economic model of urban economy.

In the modern economy, a new field of research is emerging, dealing with the
relationship between natural ecosystems and socio-economic systems in the broad-
est sense. The green economy solves modern human problems, as well as the prob-
lems of constructing an "eco-city."

The term "eco-city" was first introduced by the American builder and ecologist
Richard Register in 1978. According to the scientist, "eco-city" is an ecologically
clean city. At the present time, the definition of R. Register began to be considered as
a city that is capable of providing itself with food and energy with a minimum area [7].

According to the Russian scientist A.N. Tetiora, "eco-city" is a city, built on the

principles of environmental friendliness in ecological balance with nature. It is not torn
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away by natural ecosystems. It does not pollute the nature. It is permeated with
green corridors with niches for the life of wild animals. “Eco-city” has ecological build-
ings and ecologization of all activities of people in the city. Also, in the “eco — city” is
a high quality of life, a system of ecological education, education and involvement of
all residents in the process of ecologicalizing their lives and activities [6].

3. Research methodology

The goal of the study is to plan, design and build a structurally unified eco-city,
taking into account the process of its metabolism and functional stability through the
cultivation of an ecological landscape, an environmentally friendly industry and an
eco-friendly culture [3].

The following research objectives can be distinguished from the above goal:

A) development of the eco-city model based on the socio-dynamic multiplier;

B) evaluation of the developed model with the help of an integral indicator in
the form of calculation of the urban development index.

The use of a systematic method will allow to consider the green economy as
an unstable phenomenon from the position of system analysis and synthesis. The
use of the system method in this study will make it possible to conduct a comprehen-
sive study of the green economy in a modern city as a whole and to reveal the variety
of causal relationships and relationships that take place within the research system
and its interaction with the external environment. The system method in this study will
allow us to apply various interdisciplinary methods of various sciences. Thus, it is
supposed in a complex with the system approach to use the conceptual analysis to
achieve the results of the research. Conceptual analysis will help solve the task of
developing a methodological strategy for studying the socio-economic space of a
modern Russian city. Based on the analysis and synthesis method, it is possible to
define the city as a natural-adapted model formed using a socio-dynamic multiplier.

Urban space is considered as a space consisting of areas where different
buildings such as residential buildings, enterprises, schools, shops, service stations
can be erected. These construction or liquidation processes are assumed to be rela-
tively fast and controlled by a slowly changing urban environment. An important role
in this process is the migration of the population between the suburbs and the city.

It will be ideal for city planners to develop and implement long-term develop-
ment plans for the city. However, a long-term plan is not always possible due to the

following reasons.
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In the short term, many competing and contentious interests of individuals and
groups influence the planning process and make the result partly unpredictable.

Unforeseen (force majeure) events, such as unplanned immigration or various
kinds of disasters, can frustrate planned events.

In the medium term, the ideas of planners, like the styles and ideologies of ar-
chitects, change for at least several decades, together with the "spirit of the times".
The old cities in general demonstrate a mixture of styles and functions due to the fact
that the period of existence of urban structures is longer than the period of existence
of the "spirit of the times" or fashion.

Due to the above reasons, the required model design of urban dynamics can
include two stages of research:

A) the stage on urban planning trends;

B) the stage associated with elements of randomness in the adoption of town-
planning decisions.

The socionodynamic modeling procedure considers both stages. The probabil-
istic transition intensities that determine the main directions, and the stochastic reali-
zation of the stepwise evolution of the city, are the central elements of model design.
Obviously, these intensities should depend on the utility of the influence groups par-
ticipating in the adoption of joint decisions. Here the concept of "utility" combines the
influence of aesthetic, social, economic, environmental points of view, as well as the
influence of material interest. The choice of utility functions that affect the urban con-
figuration and determine the shape of the transition intensity is also an important el-
ement in the procedure for constructing the model [5].

Eco-city is an integrated model of the evolution of the city and the population,
consisting of two types of variables describing the urban system and population:

A) material variables characterizing the urban configuration;

B) personal variables that characterize the configuration of the population, the
distribution of the population in the city and the suburbs.

Material variables are the area of the whole urban landscape under considera-
tion. Each area is small enough to be homogeneous, but large enough so that a sig-
nificant number of different objects can be built on it. The whole landscape is divided
into the urban part and the suburbs so that each playground belongs to one of these
parts. In the socio-dynamic model of eco-cities, the suburbs are in the role of an eco-

logical belt.
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The size of the ecological belt depends on the population and the level of de-
velopment of industrial production, since the task is not only to maintain the ecosys-
tem, but also to create conditions for the full development of the socioeconomic sys-
tem of the city.

Over time, the city can expand or shrink, so that areas can change over time.
Each site has a certain capacity, which makes it possible to build various types of
buildings or road infrastructure on this site. All types of buildings are subdivided into
building units, the capacity is an integer that determines the maximum number of
structures that can be built in a certain urban area.

The socionodynamic model of the eco city in a formalized form is a system of
equations consisting of two subsystems. The general configuration of the macro vari-
ables is as follows [25]:

V= {...;ml—,Ni; w3 mj, Nj; } = {m, N} (1)
where V — the sociodynamic model of the city;

N — population of urban area;

m — the urban configuration;

i — elements of the life support system in urban areas;

J - infrastructure in urban areas.

The evolution of urban configuration is more complicated process. In this pro-
cess, more variables are involved than in the migration process of the population be-
tween the suburbs and the city.

The developed model of "Eco-city" presupposes the creation of conditions for
a stable state of the city, based on three following main aspects: economic, social
and environmental. Ignoring one of them inevitably leads to a deterioration of eco-
nomic well-being and socio-ecological comfort of the territory. Therefore, the proce-
dure for comprehensive assessment of the equilibrium of an effective urban environ-
ment should include the definition of three criteria: economic, environmental and so-
cial.

Economic policy should be aimed at increasing the level, quality of life of citi-
zens and creating conditions for an effective urban environment. Criteria for socio-
economic development of the territory are indicators of assessing the level and quali-
ty of life of the population, its correspondence to the parameters of a new scenario for

the development of the modern city.
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The methodology for assessing the level and quality of life of the population is
an important analytical tool that allows:

- to establish the guidelines of socio-economic policy for the future;

- to analyze the current level of socio-economic development;

- to conduct interregional comparisons of the level and quality of life of the
population.

Nowadays two approaches are used to assess social development. The first is
connected with the use of social indicators, taking into account the peculiarities of na-
tional systems, based on the methodological recommendations of international or-
ganizations. The second is to calculate the composite index based on selected indi-
cators used by the United Nations and other international organizations to carry out
cross-country comparisons of the level and quality of life of the population.

The classical method of assessing sustainable development is the method of
H. Bossel. This method provides a way to determine the viability of various subsys-
tems and their contribution to maintaining the viability of a common system using in-
dicators that reflect the relationship between the speed of threat development and the
speed of response of the system. A graphic interpretation of this technique is the
construction of a "orientor star" on rays bounded by a single circle. It is proposed to
note changes in the quality of subsystems.

We use the information model of H. Bossel to assess the sustainability of the
city's development. It is necessary to know the dynamics of the change in the quality
index for a city characterizing the state of the city as a system as a whole to assess
its development. This can be a complex integrated indicator or index. It can be pro-
posed a city development index as such an indicator of the state. The city develop-
ment index is used in world practice for assessing the development of cities. The val-
ue of this indicator varies from 0 to 100. The value of the indicator is closer to 100,
the higher the level of development.

Various systems of indicators used in the world and domestic practice for as-
sessing the development of socio-economic systems at different levels were exam-
ined. Quantitative indicators of the level and quality of life is the national income per
capita, the level of income and its distribution in society, the level of consumption of
various material goods and services by class of goods, the level of employment, etc.
Qualitative indicators of the level and quality of life include indicators of working con-

ditions, everyday life and leisure of a person.
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One of the main places is the task of combining three criteria that reflect the

ecological, economic and social characteristics of the region, into a single assess-

ment. In carrying out the socio-ecological and economic assessment of a new model

for the development of a modern city.

We solved this problem in three stages:

1. Conversion of criteria into indicators having one interval of possible values.

2. Comparison of each of the indicators with its maximum allowable value.

3. Combining the three indicators into a single assessment.

In the first stage of the merger, each of the three calculated criteria is trans-

formed by us in such a way that the range of possible values is determined by the

interval from 0 to 1. Using the exponential function, we obtain values varying from O

(worst state) to 1 (best state). In the table the matrix of indicators of an estimation of

stability of model of a modern city in system of regional economy is presented.

Table 1. Matrix of indicators for assessing the sustainability of the modern city

model in the regional economy

Main criteria of city Indicators Intervals Integral indicators
sustainability (indices)
1. Criterion of indi- | 1. The level of literacy of the | 0-100 %
vidual development | city's population Education
of the city 2. Consolidated contingent | 0-100% of the num- indicator
of students in institutions of | ber of students of 1
I-11l levels of education the corresponding (0-1)

age

2. Criterion of so-
cial development of
the city

1. Expected duration of life
at birth
2. Infant mortality

3. The coefficient of vitality
of the population

25-85 years old

0-32 ppm per 1000
newborns

0-1000 ppm per
1000 population

Indicator of vitality
2

(0-1)

3. Criterion of eco-
nomic development
of the city

1. City product

2. The coefficient of income
concentration

3. Level of employment of
the population

100-40000 $
1-0

0-100% of the total
number

Indicator of mate-
rial security
I3

(0-1)

4. Criterion of in-
frastructure of the
city

1. Share of living space
2. Share of housing im-
provement

0-100 %

Comfort indicator
l4

(0-1)

5. Criterion of eco-
logical develop-
ment of the city

1. The fraction of purified
water

2. The proportion of neutral-
ized waste

3. Proportion of purified pol-
lutants

0-100% of the reset;

0-100% of the pro-
duced;

0-100% of the emis-
sion.

Indicator of envi-
ronmental safety
Is

(0-1)
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The choice of indicators from the list of available lists was based on a global
orientation on sustainable development and the conceptual structure of the city's sys-
tem for providing living conditions and human development. In order to reveal the
patterns of socio-economic development, belonging to a certain point in time, the in-
dicators we have divided into two types. First, it is positive indicator. The growth of
these indicators characterizes the increase in the level of socio-economic develop-
ment. The second indicators are negative. The growth of negative indicators indi-
cates a decrease in the level of socio-economic development.

The reduction of indicators to a single scale was carried out by standardizing
values according to formula (2), which allows us to move to dimensionless quantities:

X — min[x”)
max[xfj) — min[xz-j) (2)

where Xj - the standardized value of the j indicator for the i object;

XU =

xj — the value of the j index for the i object,

min(x;) - the minimum value of the j index for the i object,

max(x;j) - the maximum value of the j index for the i object.

A generalizing synthetic indicator for a city or region is found from standard-

ized values using formula (3).
Iop= - (T X+ S -x{", 3)
Jj=1 Jj=1
where l.op — an integral indicator of the city system;
m — number of positive indicators;

k — number of negative indicators;

Xl.g.p) — the standardized value of the j indicator of the positive indicator for

the | object;

Xlg'n) — the standardized value of the j indicator of the negative indicator for the

i object.

Such a construction of the indicator will allow us to reflect the significance of
each of the components of the socio-economic and ecological system taken into ac-
count in fulfilling the objective function. Changing any of the individual indicators
leads to a change in the value of the generalizing indicator and fixes the change in

the steady state of the region.
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The index of development of the city (region) is determined at the level of the
region and can serve as an indicator of the average level of welfare of citizens and
their provision with urban amenities. The high statistical significance and usefulness
of the index is a reflection of something real. The city development index serves as a
measure of the amortization of total costs expensed over a long period of time for the
needs of public and technical city services and infrastructure. This index is an indica-
tor of the development of human potential and the basic material assets of the city.
For example, the trend towards statistical input with a heavy weight of costly water
treatment services. It is possible that the level of monetary costs can be directly re-
lated to the percentage increase in the city development index.

4. Results and discussion

The result of the study of the eco-city model is the consideration of "simple"
and "real" scenarios for the development of the urban environment.

Thus, the result of the "simple city" scenario is the availability of residential
buildings and enterprises built on equivalent plots. The result of the "real city" scenar-
io is the introduction into the scenes of several real aspects, such as the construction
of parks and the existence of preferred areas.

In a "simple" city, residential buildings or industrial enterprises can be erected
on sites. These buildings have the same local utility. Dependence on the distance of
the coefficients of interacting utilities led to a "self-organized" urban structure with
separate residential industrial areas. The organization of the regions is symmetrical.

In the scenario of the "real" city, the evolution of the city is carried out under
slightly more realistic conditions, taking into account two additional facts.

The geographical situation inside the city is usually not as homogeneous as in
the scenario of a "simple city". For example, a river can flow through the city, and
here there may be a natural preference for some areas when erecting certain types
of structures.

Such conditions violate the equivalence of sites. However, it can be relatively
simply introduced into the model as exogenous factors: in places where the river
flows or there is a mountain that interferes with the erection of buildings, the local ca-
pacity can be equated to zero. On the other hand, pre-reading of some prestigious
areas in the construction of buildings can be accounted for through local conditions of
utility. Green plantations usually disaggregate too compact buildings in the city and

serve as recreational facilities for residents of the area. The co-building of the ecolog-
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ical belt is intended for the city. We turn to the consideration of the city in a regional

context taking into account the system approach.

The process of creating ecological belts and parks should be introduced into

the model by adding the following algorithm to the existing model:

- the ecological belt is an essential element of the modern city, the size de-

pends on the population and the level of development of production;

- the ecological belt is the connecting element of the sustainable state of the

cities in the region, taking into account the system approach;

- parks are created in areas with a large number of housing, so the first step

consists of checking which part of the housing exceeds the threshold value;

- the park can be created on the site in the neighborhood with the minimum

number of buildings in the area;

- the total number of parks in the city is limited.

The initial condition of a real scenario: "There is no housing, there are no in-

dustrial objects, there are no parks, there is no eco-bag." These conditions coincide

with the conditions of a simple script, and all parameters are taken from it.

The index of development of a city or region is a generalizing synthetic indica-

tor consisting of several indicators. We calculate the development index of the region

by the example of the Rostov region [26].

Table 2. Initial data for assessing the sustainability of the modern city (region)

model in the regional economy

Main criteria of

. A Indicators 2011 2012 2013 2014 2015
city sustainability
1. Criterion for 1. The level of literacy of 99,7 99,7 99,7 99,7 99,7
individual devel- the city's population
opment of the city | 2. Specific weight of the 99,89 99,89 99,89 99,89 99,89
population at the age of
7 - 18 years, studying in
educational  organiza-
tions, in the total popula-
tion of this age group
2. Criterion of so- | 1. Life Expectancy at 70,3 71,02 72,02 72,4 72,42
cial development | Birth
of the city 2. Infant mortality 7,6 7,6 9,1 9,5 7,9
3. The coefficient of 0,766 0,837 0,843 0,862 0,869
population's vitality
3. Criterion of 1. City product 13118,11 | 14446,98 15716,5 | 17259,1 | 20068,2
economic devel- 2. The coefficient of in- 0,392 0,398 0,398 0,398 0,392
opment of the city | come concentration
3. Level of employment 59,2 60,3 61,5 60,9 61,7

of the population
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4. Criterion of the | 1. The average level of 21,9 22,3 22,8 23,2 23,6
infrastructure living space
of the city 2. Level of improvement 62,7 63,2 64,0 64,4 65,4

of housing stock
5. Criterion of 1. The fraction of puri- 85,1 84,6 85,1 84,6 85,6
ecological devel- | fied water
opment of the city | 2. The proportion of 49,0 37,0 75,0 75,67 77,0
neutralized waste
3. Proportion of purified 85,1 84,6 85,1 86,4 85,6
pollutants
4. Proportion of artificial 99,0 96,0 98,0 98,0 98,0

On the basis of Table 2, we calculate the integral indicators, bringing its by

standardization to dimensionless quantities. These results are presented in Table 3.

Table 3. Calculation of integrated indicators

area

Integr_al |_nd|cators Intervals 2011 2012 2013 2014 2015
(indices)
Education 0-100 % 0,997 0,997 0,997 0,997 0,997
indicator 0-100% of the number 0,999 0,9989 | 0,9989 | 0,999 | 0,9989
11 of students of the cor-
(0-1) responding age
25-85 years old 0,755 0,767 0,784 0,79 0,79
Indicator of vitality | 0-32 ppm per 1000
12 newborns 0,238 0,238 0,284 0,297 0,247
(0-1) 0-1000 ppm per 1000
population 0,766 0,837 0,843 0,862 0,869
Indicator of mate- | 100-40000 $ 0,814 0,830 0,844 0,860 0,885
rial security 0-1 0,392 0,398 0,398 0,398 0,392
13 0-100 % of the total
(0-1) number 0,592 0,603 0,615 0,609 0,617
Comfort indicator | 0-100 Sqg. M. 0,219 0,223 0,228 0,232 0,236
14 0-100 % 0,627 0,632 0,64 0,644 0,654
(0-1)
Indicator 0-100% of the reset 0,851 0,846 0,851 0,846 0,856
of environmental | 9-100% of the pro-
safety duced . 0,49 0,37 0,75 0,76 0,77
5 0-100% of the emission | 0,851 0,846 0,851 0,864 0,856
(0-1) 0-100% of the recovery 0,99 0,96 0,98 0,98 0,98

Based on Table 3, we can calculate the general synthetic development index
of the Rostov Region (Table 4).

Table 4. Calculation of the general synthetic development index of the Rostov
Region for 2011-2015
2011 | 2012 |

| Integral indicators (indices) | 2013 | 2014 | 2015 |




600

Education indicator, 11(0-1) 0,998 0,998 0,998 0,998 0,998
Indicator of vitality, 12(0-1) 0,586 0,614 0,637 0,650 0,635
Indicator of material security, 0,599 0,610 0,619 0,622 0,631
13(0-1)

Comfort indicator, 14(0-1) 0,423 0,428 0,434 0,438 0,445
Indicator of environmental safety, 0,731 0,756 0,858 0,863 0,866
l5(0-1)

Region development index 0,67 0,68 0,71 0,71 0,72

Thus, it is clear that the development index of the Rostov region in 2011-2015
is less than one. Therefore, the Rostov region in the development index is in the
range from 0.5 to 1.0. At the same time, the positive aspect is the fact that the re-
gional development index shows a steady upward trend.

As a graphic interpretation, it is proposed to use the "star" of Bossel. However,
the "star" rays are integral indices. The normalized values of the change in the com-

plex indicators of the state of the subsystems are plotted on the rays (Fig. 1).

Education indicator

=) 011
2015

Indicator of Indicator of vitality

environmental safety

Indicator of material

Comfort indicator .
security

Fig. 1. Graph of the factor-based assessment of the stability of the model
of the modern region by the example of the Rostov region,

calculated by the method proposed by the authors

A clear change in the development index of the Rostov region in 2011-2015 is

shown in Figure 2.
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Iper

2011 2012 2013 2014 2015
roga

Fig. 2. Dynamics of the development index of the Rostov region in 2011-2015

It follows from the above that setting an interval, we can judge about stable or
unstable development, as well as the development trends of each city, and the re-
gional network of cities in general.

The use of the proposed analytical tools will improve the regulatory and statis-
tical and reporting indicators of management of sustainable development of the re-
gion, improve the quality of management decisions taken by the authorities at the re-
gional level, increase the competitiveness and balance of the regional economic sys-
tem and rationally use the economic, social and environmental potential of the region.

5. Conclusion

The developed model of "Eco-city" presupposes the creation of conditions for
the sustainable state of the city, based on three main aspects: economic, social and
ecological. Ignoring one aspect leads to a deterioration of the economic state and so-
cio-ecological comfort of the territory. Therefore, in the procedure for a comprehen-
sive assessment of the degree of equilibrium of the urban environment, it is neces-
sary to include the definition of three criteria: economic, environmental and social.

Economic policy should be aimed at increasing the level, quality of life of citi-
zens and creating conditions for an effective urban environment. Criteria for socio-
economic development of the territory are indicators of assessing the level and quali-
ty of life of the population, its correspondence to the parameters of a new scenario for

the development of the modern city.
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Abstract: In the early period of the labor market transformations in Russia the
attitude of the population to higher professional education is changing, namely its
socio-economic importance is lost because of the high discount rate of the
population, that is, expectations of rapid income with less expense. The period of
labor market reform is also characterized by a high share of structural
unemployment, i.e. the mismatch of the professional competence level of employees
to their positions and the market needs. As the labor market develops there is public
interest in professional education and the desire to develop professional competence
in accordance with the existing ideas about the demand for the specialties in purpose
of obtaining future revenue as payment for the acquired competencies level and its
implementation at the employment place. Due to time discrepancies of demand for
training programs formation processes of the potential workers part and the demand
for trained professionals from the potential employers part the problem of structural
unemployment is put even more acute, there is an overproduction of specialists
unclaimed at the labor market, unemployment is rising and especially the
unemployment among young people with higher education. All this determines the
need for a systematic study of the young people motivation in the process of their
professional competencies forming, especially the professional orientation of young
people in today's socio-economic conditions, expectations of young people from

obtained professional competence in order to identify current trends of social and
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economic behavior of youth in the process of professional development, to identify
existing imbalances of their socio-economic assessment.

Keywords: education, labor market, human capital, youth, socialization.

Introduction

In accordance with the theory of "human capital" which was born in the 60s in
the USA, with an increase in the individuals educational level the society as a whole
gets much more benefit.

The concept of human potential development is based on the views of the
eminent scientist Mahbub ul-Haq who initiated the preparation of global reports on
human development within the United Nations Development Programme beginning
with 1990. He designated the main idea: the meaning and purpose of social
development are to expanse of the opportunities of each person to realize the
potency and aspirations, to have a healthy, full, creative life. In this approach, a
person is considered not only as a factor of social development, but as the main
subject, using its results. The human development means the expanding the range
and opportunities of intellectual, social, economical and political choice which is
available to every member of society".

As the historical origins of the human development concept one can name the
views of Adam Smith, who concerned the person as the part of social wealth and the
purpose of social production.

Later, in connection with economic international cooperation issues there
appeared a new direction - "human resources development" which suggests the
human potential maximizing and its effective use for economical and social
development. The concept of "human resource development" includes demographic,
employment, health, nutrition, housing, urbanization, environment, education, training
problems. Within this theory there was developed an idea that human capital
investments are cost-effective. For example, in the USA the education share in GDP
in the last third of the XX century was almost doubled.

According to its absolute size, it exceeds defense spending; 55% of young

people aged 17 to 23 years (up to 60% in Japan) obtained the higher education,

! Veriaskina V. The Dynamics of Human Potential Development and Priorities of Higher Education //
Higher education in Russia. 2005. No2. p. 29-37.
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which is the most important factor in the future economic prosperity of these
countries in the XXI century.

A special role in the formation of human capital belongs to the awardee of the
Nobel Prize in Economics (1998) Amaranath Sena. He concerns the human
development as the expansion of his abilities, not only an increase of material or
economic wealth. Amaranath Sena believes that the purpose of social development
is not the infinite increase of production, but the creation of opportunities for the
people choice expansion of: the choice to do more things, to live longer time, to be
saved from diseases that can be avoided, to have the access to knowledge. His
position: opportunity and choice are closely related not only among themselves but
also with the freedom - both negative (freedom from hunger), and positive (freedom
to carry out one’s life aspirations). Amaranath Sena states that ultimately the human
development is the question of freedom. Basing on this concern the human
development is not possible outside democratic social system with the priority of
individual values.

The widespread introduction of mass higher education in the XX century
became possible because the amount of "saved" socially necessary time which the
society can receive from the specialist trained in the university is in average 6-10
times more than the cost of his training. Even to 1985 in the United States the
average education level of working people was estimated at 13.1 years of education.
It is believed that the education level of the common American working person is
approaching mid-special education that includes a full school program and two years
of college?.

In developed countries with high-income almost 60% of the population in the
age group from 18 to 23 years study in higher educational institutions of different
types, and since 1980 this index increased by more than 1.5 times, and in Japan it
reached almost 100 percent. At the same time, in middle-income countries only about
20% of this age group has the higher education and in countries with low income it's
only 6%?3.

In developed economies it's the human capital that become a major factor of

progress, providing up to 3/4 of production and growth of national income, thereby

2 Kapitsa S.P., Kurdyumov S.P., Malinetskii G.G. Synergetics and Forecasts of the Future. - Moscow, 1997.
3 The World and Russia / Ed. B.C. Avtonomov, T,P. Subbotina. - St. Petersburg, 1999.
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stimulating extended reproduction of the middle class and the intelligentsia as social
layer. A similar trend is observed now in Russia.

Such rapid changes in society have revealed a cultural transformation. At very
high speed of revolutionary information shifts that shook Russia in the XX century the
natural course of its peoples development subjected to painful changes.

In particular since 1917 traditional content of religious-ethical stage was
ousted from the public consciousness and was replaced by Protestant ideals of the
French Revolution which were alien for Russia of that time. Gradually there occurred
also the partial substitution of fantastically mythological stage content and sacred
meaning of fairy tales and myths was considerably emasculated, many of them have
been transformed into "pioneer history" and other images of the new Soviet and
Western mythology. Over the time the tales were filled with very exotic content
(African and South American tales, as well as the Teletubbies, Pokemons, etc.).
Analysis of the cultural and historical environment impact on the developing mind of
the young generation in modern Russia from the ethno functional approach position
shows that the fairy-tale and mythological stage of human mental development when
emotional and sensual side of his relations is formed was seriously damaged.

One of the most common and widely occurring psychopathological humans
symptoms in the modern culture crisis conditions are the signs of alexithymia (in
particular the hindered ability to express feelings adequately). Ethno functional
mental development violations and related ethnic marginality of modern young man
mind appears primarily in the speech area. By remark of outstanding Russian
historian and philosopher K.D. Kavelin the soul of the nation can be expressed only
in the language of this nation, in particular, in Russian language which is adequate to

the Russian culture?.

Role of education in the human capital forming for the developing
countries

Strengthening of the "classic" educational element is especially actual
(compared to pre-revolutionary Russia) precisely because the integrity of Russian

culture and its media - Russian language - is now the most broken. Inextricable link

* Sukharev A.V. Some Aspects of the Ethnofunctional Approach to the Problem of Education in
Russia // Psychological magazine. 2005. Ne2 (Volume 26). p. 91-101.
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of Russian, Old Slavonic and Greek languages was underlined by academician
A.A. Shahmatov. The paradox lies in the fact that it was the destruction of Russian
language which separates us from the very sources of European culture.

Meanwhile Russia is rapidly moving en route of globalization of almost all
spheres of population life to the education system unification with the western
samples, accepting and supporting the Bologna process.

Globalization in education has mixed effects. Its positive side is that it leads to
the universalization and dissemination of advanced technical and scientific
knowledge. Therefore, globalization is good in the teaching of natural sciences and
engineering. However, in teaching the humanitarian sciences globalization brings to
mind the cultural imperialism — the street with one-way traffic by which the views and
values favorable to the dominant culture are broadcasted. Therefore teaching the
humanitarian sciences and didactic teaching methods should be developed taking
into account the national particularity. Russia may be of interest to the Bologna
process participating countries only preserving the national particularity of the native
education and its inalienable achievements.

One can refer to the technical experience of the South-Eastern countries -
Japan, China, South Korea, Taiwan and Singapore. Preserving their cultural identity,
they took all the best from the West - its technology, experience, investment - and not
just staying on one level, but in many ways being ahead of Western countries.

Considering the specificity of the society formation in terms of uneven
economic development globalization of systems of education and society
implementation to educational processes identified the differentiated approaches to
education obtaining and importance for different categories of citizens. There appear
the new "features" of education which determine the social groups attitudes to them.

The term "elite education" is controversially used in literature®. They call as
elite the education of high quality (in English literature - high quality education). It
refers also to the education aimed at training the elite - political, economic and
cultural. Prof. G.K. Ashin is wondering: "Who is prepared to take the elite position?
Sons of the rich and noble families, preparing parents replacement by children to
reproduce the elite in such a "natural" way? Or it's necessary to look for talented

children, talented young people in all social strata of society? The first approach is

> Ashin G.K. The Problems of the Elite Education in Foreign Sociology // SOCIS. 2005. No2.
p. 87-95.
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marked as "elitist education” which means a closed system of education, it condemns
the elite education and the elite itself to degradation. It is only the second approach
which responds the task of high-quality elite creating, really selected, the best in
intellectual and ethical terms. Only an open system of elite education complies with
the principles of democratic society.

In the last decades of XX - beginning of XXI centuries there were observed the
global trends of movement towards the democratization of education, which includes
the movement from the elitist education, which puts people in unequal conditions of
competition for access to high quality education, i.e. it means people discrimination
by social, national and other criteria, to the elite education when a high quality

education is supplemented by its greater openness.

Differentiation of the professional education in Russia

The question of the differentiation of education, about the justice or injustice of
elite educational institutions existence for a long time is discussed in the foreign
literature. It revealed two alternative approaches. Egalitarian critics of elite education
use the following arguments: the presence of elite schools is a challenge to
democracy, a vestige of the aristocratic era, a social atavism; elite schools are
harmful, because they put young people in unequal conditions, reproduce, maintain,
reinforce the social and class inequality. Some scientists share the thesis about the
harmful morale impact of the fact itself that there exist the elite educational
institutions. The fact that students of elite private schools have incomparably greater
chances to get the high quality education and to succeed in life, perniciously affect
the morals of the young generation. In the democratic society alongside the state
education system the independent education system including alternative education
must also exist and let parents and children choose the system that it is more
suitable for them.

And what about Russia? Although it is proud of its traditions of fundamental
education, it is impossible to ignore that their foundations were laid in the late XIX -
mid XX century. In the last decade of the XX century and during the first years of the
XXI century science and education in Russia degrade rapidly bringing the country to

a "Third World". It's impossible to enter the information society sitting on oil and gas

pipes.
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Realizing the importance of education for the formation and development of
the country, as well as the need to develop integrated processes of education,
science and industry the President proposed a national project in the sphere of
education, aimed at:

o state support of universities and schools actively introducing innovative
educational programs;

e implementation of the best teachers support program;

¢ informatization of education, increasing the availability of best educational
practices, promotion of advanced learning technologies;

e the creation of new university centers of interregional development on the
basis of existing universities in the Southern and Siberian districts, as well as two
business schools in the Moscow region and in St. Petersburg;

e support for talented young people, promotion of youth initiatives through the
competitions of youth projects, presidential stipends, maintaining a database of
Russian talents;

¢ the development of professional training system in the army;

e support of one of the main activities of the educational institution —
schoolchildren upbringing education.

"Today both knowledge and new people are in demand; they are extremely
necessary for the development and future of Russia. There are a lot of problems, but
the fact that knowledge is materialized and it becomes a factor of production
development is quite obvious. Despite all the arguments at last we came to the
conclusion that the state must directly support the development of high technology,
the development of education - direct government support. We will continue to do it
and we will do it persistently"®.

In modern education content of human nature knowledge does not correspond
to reality because for many years the natural sciences data are presented
tendentiously, for example, a person is presented as a biosocial being. In this case it
turns out that there is no difference, for example, between a teacher and a bandit, a
terrorist. For this reason the older generation's efforts aimed to formation of their

change as a highly moral, do not reach the goal.

6 Questions to the First Person. Russian President Vladimir Putin Interview // The Economy and Education To-
day. 2005.
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There are substantial grounds to believe that the human essence is spiritual
and moral and its "biosocial" signs are secondary, uniting human with the animal
world only at the level of the living being structures and metabolism’.

Such a science as psychology could play a significant role for the correction of
this situation, in particular such its section as personal psychology which is based on
the following principles:

o a person having freedom of choice chooses the object of cognition from his
environment on his own (in the family, on the street, in the educational environment,
in the creative and production team, in nature, etc.), he himself carries volitional
actions to get knowledge, learn skills and abilities from anyone if all this has a
personal meaning for him; personal meaning derives from the value orientations of
the individual;

o most of all a person remembers and appreciates just what he does and
what he finds himself. It's impossible both to teach and to raise a person against his
will, without the inclusion of his will to effort on himself. The person is trained by
himself and educated by himself only to that extent that he both knows and wants to
do. By observing and evaluating examples of other people behavior in different
situations, analyzing the expression of people’s value orientations in their deeds and
actions, everyone prepares for life only by himself by self-study and self-upbringing;

o the will is the key psychological quality of person which is able to determine
its spiritual and moral image as well as the degree of social adaptation. Will
diagnostics, the creation of all conditions for the implementation of the person
voluntary actions in practice, especially in the spiritual and moral sphere, promoting
the formation of volitional capacity and skills to manage it ares the primary tasks of
education at all levels and forms;

o human life consists of the opportunities that come and go away. In the
social environment a person must learn to see and to look for these opportunities,
must be able and willing to use them, first of all, to his own spiritual and moral

formation or regeneration.

7 Andruschakevich AA Personal Psychology in the Education of the XXI Century // According to the materials
of the conference "Strategy of Education Development in the XXI Century." Military - Medical Institute at the
Russian Federal Border Service of the Nizhny Novgorod State Medical Academy. 2005
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Taking into account the above principles, it is easy to determine the main
purpose of education — to support the inquisitiveness and hard working ability
formation of the young generation. As for the specific knowledge and skills offered
"for the whole life", their adoption has always depended, of course, will continue to
depend only on the learner. Nobody can influence on the formation of each human
personality meaning and value orientations; it is the subject of personal choice; this
area is the subject of psychological protection against any attempts to invade it from
the outside.

Today it is important not only to foresee the future shape of society,
perspective shape of education, depending on the knowledge and skills demanded in
the XXI century, but also what qualities must people have staying biosphere and
intelligent people, what is the safe and perspective way of life which people want to
approve for themselves. Among these human qualities and properties of the human
world the following become to be of particular value: the harmonious development of
social and natural in a person, humane attitude to people and biosphere nature, high
ekosofical (and environmental), and moral information culture, biospheric- noospheric
consciousness, systematic scientific thinking, tolerance, creative attitude to life, a
focus on sustainable development and preservation of the future civilization,
biosphere and biotic matter cycles preservation, survival of biospheric person.

Now in the country the intensive process of education system transformation
is particularly active: there is being developed the non-state system of higher
education, paid education and a range of educational services provided by state
universities are expanding, new specialties appear, there is introduced the multi-level
system of higher education, etc. The main stimulant of these processes is the
formation of blighty middle class. From the point of view of rapidly formed new social
groups, including business and entrepreneurs, the expenses of improving the
educational level represent an extremely profitable type of investment, enhancing
their social status and income level®. Availability of quality education system allows
the middle class not only to reproduce but also to constantly increase their socio-

cultural capital, which is the most important stipulation of innovation process®.

8 Arutyunov V.S., Strekova L.N. Sociological Background of Sscientific Activity. - M., 2003.
® V. Arutyunov, L. Strekova, S. Tsyganov Innovation and Corporate Education System: the Contribution of the
University. / Higher Education in Russia. 2005. Nol. Pp. 29 - 39.
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Socialization as the base for professional forming

In empirical studies carried out on the socialization of young people we based
on the following basic theoretical assumptions.

Personality is a set of internal conditions through which all external influences
are refracted (S. Rubinstein). Personality is the social individual, object and subject of
social relations and historical process, manifesting herself in communication,
activities, behavior (V.A. Hansen). The concept of personality refers to the human
individual as a member of society, summarizes socially important features which are
integrated in him (I. S. Kon). Personality is the subject of social behavior and
communication (B.G. Ananiev). Personality is a person as a carrier of consciousness
(K.K. Platonov).

The processes and the results of becoming, formation and development of the
individual are determined by the concept of socialization. Socialization is the process
and the result of the dialectical interaction between the individual and society,
"introduction" of the individual in the social structures by socially desirable qualities.
The main forms of socialization are the internalization and social adaptation.
Internalization should be understood as a process of borrowing of certain information
from the environment and its assimilation as the knowledge, skills, norms, patterns of
behavior and values. The ability to accommodate the individual values and norms of
behavior to social conditions can be interpreted as social adaptation.

According to the most common definition, the social and psychological
socialization (from the Latin socialis - public) is the process of the individual entering
into society, the active assimilation of the social experience, social roles, norms, and
values needed to succeed in life in this society. In the process of socialization in
humans there are formed the social qualities, knowledge, skills, appropriate habits,
which give the opportunity to become a capable party of social relations. Socialization
takes place both in terms of a natural influence of the different circumstances of life
on the person and in terms of purposeful person formation. From the social
psychology point of view the individual activity is stipulatory by the human need to
belong to a society, to perceive, to assess, and to interpret it, to identify himself with
his nation and a particular social group. At the stage of relations and communications
transition stereotypical requirements of the group to the behavior of an individual

motivate him to follow the appropriate lines of conduct.
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Youth media is a social space of the transition from stable relations with a
small social group to the expanded social relationships. This period is connected with
the need to adapt the learned behavior patterns to more complex social networks
system, which is a difficult social process of personality development with possible
formation of young people behavioral destruction elements.

In the world in general and in Russia in particular youth development theories
occur abruptly. The main directions of the theoretical understanding of youth were
developed in the 1920s - early 1930s. The first direction characterizes young people
as the bearer of the psychophysical properties of youth. The researchers consider
not young people but youth (juvenility) as the period of the individual life (G. Stanley
Hall, Charles Buehler, W. Stern, A. Freud, Wilhelm Reich et al.). The second
direction concerns the young people as a cultural group through a set of inherent
cultural properties and functions (E. Spranger, R. Benedict, B. Malinowski, M. Mead
et al.). The third direction is studying young people as object and subject of the
succession and generational change process, here the social function of youth
comes to the fore (sociologists of Marxist school, K. Mannheim). The sociology of
youth got the impetuous development in the 1960s - early 1970s when scientific
thought was mainly focused on the conclusions of the second (Sh. Eisenstadt, F.
Tenbruck, T. Rozzak et al.) and third (G. Shelski, L. Rozenmayr. et al.) directions.
The circumstances of the boom in the theoretical understanding of young people in
these two periods are defined including the fact that it was that time when young
people manifested themselves the most brightly through self-reference in the forms of
the youth movement. Theoretical background for the determination of young people
as an object of special study existed even in the XIX century; however, they were not
implemented in the youth theories. The theoretical opportunities for the development
of ideas on youth are available in contemporary sociology substantially changed with
the spread of phenomenological sociology and approval of postmodern trends but
these opportunities are mostly prospective. The transitional period of formation and
development of political and economic relations in Russia had an impact on the
process of continuity and transmission of socio-cultural experience to the younger
generation.

In the reform period during the 90-ies the significance of the integral values
which were reference points in Soviet times was sharply reduced among young

people. At the same time the basic values were transmitted from generation to
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generation in sufficiently stable configurations. The loss of an idea which could unify
the society leads to its active search mostly by the younger generation because of
the desire to be involved in social groups. In studies of value orientations of young
people those indirect circumstances that are found in the projective questions are
important. Significant results are provided by answers to the question about the
expectations from the future. Empirical studies show that the majority of respondents
hope for the profession they have chosen, but they believe that basically they will be
guided by a pragmatic approach when choosing work.

Ultimately the indirect evidence of the value orientations of young people show
the real preferences of young people more accurately than the direct questions about
values. In particular it is linked with the properties of the studied social group which
young people constitute. If we talk about the "revaluation of values", it is rather the
position of mature people with definite life experience, who were exposed to
socialization influences for a long time. The formation of value-regulatory system is
characteristically for young people, which means the action of other mechanisms
than in the situation of revaluation of values. In this case comparing value scales of
different age groups (including young people) which are used in Russian sociology
provide information about a variety of values shared in the Russian society, but does
not adequately trace the world of values and strategical preferences of young people
as such.

American psychologists G. Gould, D. Levinson, D. Veylant discovered such
special periods of a young individual's life:

16-22 years (the time when a person tries to show himself and others that he
is capable of independent life; a characteristic feature of the behavior during this age
is the demonstration of his own independence);

23-28 years (this period is characterized by the self-assertion of the individual,
there is formed a persistent idea of the place that the person occupies or would like
to take in life; for the period in a sharp change in the course of life is inherent).

The social environment does not affect the individual only directly through the
examples, behavior, thoughts of individuals, groups, but also indirectly: through
books, media communications, laws, rules, norms, moral values which are
established in the society.

At the same time the social environment is also the subjects of work, culture,

science.
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In the socio-psychological literature the question about phases and stages of
socialization is resolved ambiguously.

After the feature "the attitude to work", G. Andreeva identifies three stages of
socialization: pre-labor, labor and post-labor (sociological approach). Pre-labor stage
covers childhood, teenage years and early adulthood and has two independent
stages: early socialization (imitation and copying the behavior of adults by children;
game activity where children perceive the behavior as fulfilling the role, group games,
where children learn to understand what is the society waiting from them) and
training. Labor stage is associated with the maturity of the individual, the realization
and deepening of his social experience. Specificity of the post-labor stage of
socialization is to realize the potential of people of already retirement age.

Contrary to the sociological approach there acts the psychoanalytic approach
in terms of which the period of early childhood has the particular importance for the
socialization of the individual. Psychoanalysis links the stage of socialization with the
manifestation of biological trains, instincts and subconscious motivations of human.
Another approach to the question of stages of socialization - a compromise - takes
into account both sociological and psychoanalytic views. According to this approach
there are distinguished two stages of socialization: primary (it covers two stages:
from birth to the start of the studying at school, from the beginning of schooling to the
top of the social maturity and choice of profession) and secondary (assimilation of
social roles by the adult in the process of working, cognition and communication).

Socialization is a long and complicated process, active becoming of which can

be attributed to the young age of the individual - the participant of the youth media.
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