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PREFACE

Globalization, as the establishment of the world integrity, is manifested, above
all, in the formation of a single socio-economic, political, cultural and informational
space.

The growing intensification of the interdependence of peoples and states is
extended to all spheres of public life. Globalization and regionalization have
become the determinative processes of the world development, the main vectors
of the present. As new trends in modern post-industrial development, they lead to
the emergence of new requirements for management in the 21st century, which is
increasingly influenced by processes of globalization and integration, involving the
consideration of regional peculiarities in the process of effective implementation of
global management. However, the peculiar to the beginning of the third millennium
dependence of the dynamics of society development on the quality of management
activities determines the need for a solid rethinking and critical analysis of the
fundamental concepts and categories of management sphere.

Traditional management, as a mechanism in its various models, forms, systems,
has exhausted itself, since it does not contribute to solving the globalization problems
of the development of civilization, which caused the objective need for formulation
of the recent paradigm of management of the 21st century — management, the
essence of which is to resist the processes of self-destruction; to create conditions
for the harmonization of open self-regulatory systems: of a person, an organization,
a society; to create conditions for the realization of creative potential of each person;
to form and implement the management mechanism at all levels for any open socio-
economic system.

These and other problems determined the need for further research in the field
of modern management, which led to the integration of the results in the third issue
of the joint monograph «Management of the 21st century: globalization challenges.
Issue 3».

The joint monograph presents the trends in the theory of management that are
developed on the basis of the analysis of scientific-theoretical and methodological
works of scientists and practitioners and create opportunities for the practical use of
the accumulated experience, determine the content of management, and awareness
of them is supposed to become the basis for the choice of focuses for further
research aimed at improving the theory of management. In the joint monograph,
much attention is paid to the practical tasks connected with the formation of
organizational and economic mechanism of corporate management in the context
of globalization, the development of methods, principles, models of management,
taking into account modern scientific approaches and consolidated informatization
of business processes of modern enterprises.

The monograph presents the results of the research and scientific attitude of
authors from different countries to innovative aspects of management: management



of organization as a socio-economic system, innovation, investment and information
management in the system of a modern enterprise, personnel management in
a modern organization, branch and regional aspects of modern management,
public administration, agrarian management, tourism business management,
international business management, risk management, management of security and
competitiveness of the enterprise, marketing management, modern approaches to
management of higher education.

The authors covered a wide range of problems — from the formation of conceptual
foundations of the management of the potential for development of the state to the
applied aspects of management of its individual subsystems.

The monograph consists of four parts, each of which is quite independent in
terms of problem area. The structure of the monograph, presented by four parts:
development of modern paradigm of management: globalization and national
aspects; management of modern socio-economic systems: a sectoral and regional
approach; current national and global fundamentals of social and economic systems’
development; the legal, sociocultural and educational aspects of society management,
helps to focus on the conceptual problems of the formation and development of the
socio-economic and socio-ecological component as well as problems of ensuring
the process of practical application of the developed management models.

The advantage of the joint monograph is the systemacity and consistency of the
structure, the simplicity and accessibility of the material presentation, the presence
of examples and illustrations.

The results of the research works presented in the joint monograph have a
scientific and practical importance.

We believe that the monograph will become one more step towards a scientific
solution of the problems in the context of formation of the effective management
system under complicated globalization conditions.

With best regards,

Iryna Markina,

Honored Worker of Science and Technology of Ukraine,
Doctor of Economic Sciences, Professor,

Poltava State Agrarian Academy,

Ukraine
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PART 1. DEVELOPMENT OF MODERN PARADIGM OF
MANAGEMENT: GLOBALIZATION AND NATIONAL
ASPECTS

DIRECTIONS OF ENTERPRISE RESTRUCTURING IN THE
CONTEXT OF GLOBALIZATION CHALLENGES

Iryna Markina,
Doctor of Sciences (Economics), Professor,
Poltava State Agrarian Academy, Poltava, Ukraine

The modern transformation of enterprises into economic entities of the
new system of market relations affects all aspects of transformation processes
and is a key factor in achieving both microeconomic and macroeconomic
goals of market reforms. Restructuring is the most important factor in
the development of local and global transition of the national economy.
In modern conditions, it involves not only market but also civilizational
transformation, the result of which is the formation of a “new” enterprise,
adapted to the realities of the information society. Macroeconomic, sectoral
and regional reforms directly depend on the results of the primary link of
restructuring. Internationalization and globalization of enterprise activities,
the possibility of which is provided by their comprehensive restructuring,
are considered as a factor in the integration of the national economy into
the world economic system. Their restructuring affects the social sphere of
society at both local and national levels, forms the structure of employment,
quality of life, social stability and economic security.

It should be noted that the content of the notion “restructuring” has
changed over time. If in the early stages a simplified approach prevailed
where restructuring was seen as a way to adapt to market demands [10]
or as a partial manifestation of resource mobilization processes within
reorganization measures, then later much more complete, generalized
approaches [1] appeared, according to which restructuring means the
comprehensive change of methods and conditions of operation of enterprises
in accordance with market conditions and enterprise development
strategy [6]. The existence of different approaches can be explained by the
fact that for economics the restructuring process is a relatively new object
under study.

Considering the classical and modern approaches [1, 5, 6, 7, 8, 10] it is
obvious that the main features of restructuring are:

— making changes in the structure of the economy management of an
enterprise;
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— focus on improving the efficiency of an enterprise;

— restructuring is an appropriate response to changes in the external
environment of an enterprise;

— system nature of implementing the process, which consists in making
changes in all aspects of an enterprise.

In a general sense, restructuring is changes in the internal organization
of an enterprise that occur due to the changes in the external environment,
aimed at improving the efficiency of operation.

However, often the essence of restructuring is reduced only to the changes
in organizational and production structure or to the delay of payments on
debts, the changes in terms of credit. At the same time, the effective operation
of an enterprise largely depends on how all its elements are adapted to the
external environment. In this regard, restructuring is a set of interrelated
changes that cover all or most elements of the internal organization of an
enterprise. The components of a comprehensive restructuring of an enterprise
are organizational and legal, technological, property, financial restructuring,
as well as restructuring of personnel and management (Fig. 1).

Enterpnss restricturmg ]
£ [ !
-~ =
Organiaticnal eed Teckmoiogical Property
legad restructunng r# shnacharng restnacharmg
- A
Asgociglion of Change in the | | Lewsing of
EEARTPFER 06 & nomenciale Fropety
comitrachual Basus M and pange af
produciion
Aliemslion of
FIpILy
Improvemerd of
B deact graabit
we e Dieactiveticn of
l pradiasiicn
Eruts g dusrlu of g B
| mew
iechmolopees
L ¥ ¥
Management Personnel Fanmand
restruchansg restruchreng gestniciuneg

Fig.1. The components of complex enterprise restructuring
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Organizational and legal restructuring is a change in the production
structure and legal status of enterprises. Practically, this direction of
restructuring is realized by the organization of self-supporting divisions, the
creation of affiliates and subsidiaries on the basis of structural divisions,
the allocation of structural divisions and units from the structure of an
enterprise. This is equally acceptable for productive facilities, as well as for
social infrastructure facilities and subsidiary farming [4].

Technological restructuring is a change in technology of production,
works and services. The need for such restructuring arises when the demand
for products produced by an enterprise decreases, resulting in difficulties
with their sales. This situation is typical for enterprises in which there is a
mismatch between the nomenclature and range of products and the solvency
of demand, loss of competitiveness; as a result, products cannot be sold not
only on foreign but also domestic markets.

In modern economic conditions, technological restructuring can be
carried out in the following directions:

— change in the nomenclature and range of products;

— improvement of product quality;

— introduction of new technologies;

— replacement of fixed assets [3, 4].

Technical and technological restructuring deals with the modernization or
replacement of obsolete fixed assets, the introduction of new technological
processes, the investment of measures aimed at better use of production
capacity and other resources of an enterprise. Closure (liquidation) of
divisions and even enterprises can be considered as a component of this
type of restructuring. A broader definition of technical and technological
restructuring may involve regional relocation of production capacity to take
certain strategic advantages, which are manifested in lower wages, higher
qualifications of personnel, a prospective market, better infrastructure and
other factors that can be used when changing the location of business.
This type of restructuring does not significantly increase the efficiency of
economy management, unless it is accompanied by additional changes
in the organization, management, development of marketing and product
policies, as well as without the implementation of policies to stimulate
competitiveness of production [4, 5].

Property restructuring is a change in the volume and composition of the
company’s assets. The need for such a direction of restructuring is primarily
accounted for by a mismatch of the demand for products manufactured by
an enterprise. The transition to the market economy revealed a lack of real
demand for certain products or excess of supply over demand. In addition,
the crisis in the economy has led to the decrease in demand for almost all
products. These factors have determined the availability of excess production
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capacity and, consequently, property.

Property restructuring can be carried out by leasing surplus property,
by alienating it, as well as by deactivating the production capacity of an
enterprise. The choice of the way of property transformations depends on
the peculiarities of the internal organization of an enterprise, as well as on
the specifics of the external environment.

Management restructuring is a change in the organizational structure of
management. In practice, this direction is implemented by eliminating or
creating new services, departments, offices, as well as by changing their
subordination.

Currently, the creation of marketing services, logistics departments and
public relations divisions are the most active for domestic enterprises. This
is accounted for by the fact that in the administrative-command economy,
enterprises operated in accordance with the concept of sales, according to
which the sale of products is subject to production: what is produced — that
is sold. The transition to the market economy and the resulting change in the
external environment necessitate the operation of enterprises following the
customer-oriented concept, according to which production is subordinated
to the needs of consumers. This requires of economic entities to study
consumer demand and conduct a relevant marketing research.

The need to sell products according to market laws requires the creation
of a developed network of trade enterprises, agents, brokers, dealers and
more.

The main aspects of management restructuring are:

— reorganization of an enterprise on the basis of its decentralization,
creation of centers of responsibility (business units);

— introduction of new management methods;

— organization of new (including international) sales and marketing
offices;

— optimization of the number of employees;

— personnel training and retraining;

— development and implementation of schemes to increase performance
motivation [2, 4, 5].

Personnel restructuring is a change in the number, team and qualifications
of workers, the acquisition of new competencies by them. This direction
is implemented through the preservation, reduction or creation of new
jobs, or through advanced training of personnel. The need for personnel
restructuring is explained by the fact that when re-profiling production,
phasing out of certain types of products, there is a need to lay off a large
number of employees.

Financial restructuring is a change in capital structure. It includes capital
reorganization and subsequent recapitalization. Capital reorganization is

13



aimed at changing the structure of debts and is carried out by selling doubtful
bad debts, enforcing property rights of creditors by exchanging debts for
debtor’s shares and government securities, through gradually repaying part
of the debt or deferring non-payment. Under the agreement of an enterprise
and to the best of ability of local budgets, financial restructuring may also
involve the gradual transfer or sale of social infrastructure objects to local
authorities. Recapitalization is carried out after the reorganization of capital
and aims to provide an enterprise with new capital, either by obtaining new
loans or by increasing equity. A special role in financial restructuring belongs
to the creditors of an enterprise (banks, financial companies, suppliers of
raw materials and complimentary articles) [4].

Considering these directions of restructuring, in our opinion, compulsory
and optional restructuring should be distinguished. Compulsory (enforced)
restructuring is carried out by the decision of the owner of an enterprise
providing that the level of its performance does not suit the owner. Optional
restructuring is carried out at the request of the management of an enterprise
in order to increase the efficiency of economy management with the
consent of the owner of an enterprise. In modern conditions, compulsory
restructuring should be carried out at those state-owned enterprises that
have an unsatisfactory balance sheet structure and are insolvent for more
than 6 consecutive months. Restructuring of such enterprises should be
aimed at restoring their solvency, improving the efficiency of economy
management and gradual overcoming a crisis. Restructuring is carried out
according to the program developed by the management of an enterprise.
Thus, it confirms the ability, readiness and ability to adapt an enterprise to
the changed external environment.

In general, restructuring involves performing the main tasks of an
enterprise:

— evaluation of a market situation and opportunities and threats of an
enterprise;

— comprehensive business diagnostics of an enterprise;

— determination of the goal of an enterprise;

— determination of priority areas of the activity;

— identification of sources of technology, financial and economic
resources, personnel, etc.

— determination of the expected effect, main risks and ways to minimize
them [9].

Domestic enterprises, in contrast to the enterprises of developed countries,
where restructuring is carried out regularly, face the task of transforming,
and even, in fact, creating completely new management structures, systems
and management methods.

That is why, regardless of the direction of restructuring of an enterprise,
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it is necessary to correctly determine the principles to carry out this
transformation. In this case, the main purpose of restructuring should be
to find sources of enterprise development based on the development of its
competitive potential, and broadly speaking, restructuring should:

— anticipate the complexity of transformations and changes rather than
changes in only one functional area (marketing, finance, production);

— become a permanent management tool rather than the implementation
of a one-time event;

— combine property transformations as an element of changes and be
subject to modification and adjustment during implementation.

Therefore, at restructuring of an enterprise, it is necessary to meet the
following requirements:

— preservation of the formed scientific, technological, production and
personnel potential;

— congruence of interests of all parties (stakeholders, employees,
managers, creditors, location, etc.);

—solving problems of debt repayment (primarily by means of the budget,
state non-budgetary funds, the subjects of regional natural monopolies, your
employees — on salaries and wages);

— increase in real revenues (primarily to the city budget) and to state non-
budgetary funds;

— maximum possible preservation and creation of new jobs;

— protection of stakeholders’ rights;

— respect for the rights of employees provided by the current legislation,
collective contracts, agreements [2, 4, 5, 9, 10].

The critical analysis of scientific views and the practical use of the notion
“enterprise restructuring” indicates its meaningfulness, multidimensionality,
absence of a unified approach to defining the essence. Based on the analysis
of the content of this notion in the scientific and business literature,
restructuring is specified as broad tools of functional and structural
transformations (assets structure, functional structure (production, financial
and investment, marketing one, personnel management, management
system) and organizational and legal form of an enterprise), aimed at
achieving the goals of bringing an enterprise out of a crisis and improving
its financial and economic condition, performance, crisis prevention and
promotion of competitiveness; creating unique competitive advantages,
increasing the market value of an enterprise.
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STRUCTURED ANALYSIS OF STRATEGIC PROCESS IN THE
MACROECONOMIC ENVIRONMENT

Yuriy Safonov,
Doctor of Sciences (Economici), Professor,
Kyiv National University named after Vadym Hetman,
Kyiv, Ukraine,
Oleg Sheremet,
Ph.D. in Economics, Associate Professor,
National University of Food Technologies, Kyiv, Ukraine

In the national macroeconomic environment, the market strategy is
actively developed by business entities, industries, local communities,
regions, relevant government institutions, etc. But there is no modern
conceptual-methodological and practical-methodological support of the
real strategic process, which highlights the corresponding difficulties
in developing market strategies, their analysis, evaluation, comparison,
modeling, diagnosis, coordination, and aggregation. Most scholars in
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the study of the strategic process rely on the methodology of strategic
management with a focus on the neoclassical, institutional, and evolutionary
paradigm of modern macroeconomic theory.

Strategic management is a priority system of new techniques, methods,
mechanisms, and other tools of philosophy in management at any level,
which is oriented on system-wide interest and focuses on strategic modeling,
that covers the external and internal environment of the economic system.

However, regardless of the differences in the paradigms of strategic
management at any level, the strategic process has a single conceptual
methodological basis in the form of an immanent logical structure taking
into account time factors. The main components of the logical structure of
the strategic process: subject, objects, actors, mechanisms, methods, tools,
goals, objectives, and results.

The study of the strategic process is carried out on the basis of identifying
the relevant components of the logical structure of activity, their diagnosis,
and evaluation. At the same time, it is necessary to take into account that
they have their own components, the corresponding decomposition, and the
system of their content research.

The logical structure of the strategic process should take into account: the
characteristics of the activity, the relevant features, principles, conditions,
norms, and other aspects. Applying the methodology of structuring activities
in relation to the strategic process, we can imagine a system of basic elements
of market strategy.

During the strategic process, the subject forms a strategy for the object
of strategy, which did not previously own it, but received it as a result of the
subject’s actions, so the subject of the strategy, having the main feature of
the object attribute, indirectly affects the subject of strategy, encouraging it
to the process of its formation.

The study of the main components of the strategic process allows
businesses to reasonably understand the true meaning of different market
strategies, as well as a kind of truth criterion to predict their implementation
in the relevant business system.

The application of this approach allows researchers to find out that,
for example, the»market strategy of the business segment» concept can
ontologically mean the following true judgments:

- the business segment, being a subject, itself appears as a strategist, i.e.
personally formed its own market strategy;

- the business segment, being the object, receives the developed market
strategy offered by other subjects of the macroeconomic environment;

- it has become the subject of an appropriate stakeholder strategy.

Doubts about the relevance of the concept used, in this case, given as
an example of the concept of «market strategy of the business segment»
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becomes obvious.

In the business system, the subject of the market strategy is the strategist,
and only relevant specialists or legal entities can perform this role, or be
strategists. Strategists cannot be institutes of society because: first, they
are not organizations, and second, their primary mission is to fulfill their
socially important functions, and for the existence of a market strategy, as it
has been found out, not functions are necessary, but the process itself.

Let’s agree that the subject of the strategy may not be every participant
who holds a strategic position, so we still need the presence of strategic
management, that is, the ability to change it significantly. And not all strategy
objects and their entities have their own strategies. This requires strategic
thinking and a willingness to use their resources for strategic actions [1].

In formulating a market strategy, entities must interact with the
environment, taking into account the influence of direct and indirect factors.

There are many entities in the national economic system that rely solely
on the needs of their current activities and do not focus on changing their
strategic position. It should be noted that these users of strategic objects,
who do not have their own strategic subjectivity, are used by other members
of the strategic position: internal, through lobbying or promotion, external -
to achieve the goals of the stakeholders.

Market strategy requires a strong-willed effort to implement it in the
economic system, so in a more detailed theoretical study of the subject
of market strategy, it is necessary to consider the mechanism of system
management, taking into account the strategic feature. For such subjects
of market strategy as the economic segment, the allocation of control and
managed subsystems is characteristic, and the level of the mutual intersection
of these structures is quite significant.

Strategic decision-making is a function of the management staff of the
subject of market strategy. The individual responsibility of which for an
effective decision increases quite strongly. It is also important to remember
that the difference between strategic decision makers and participants in
the process is fundamentally important in terms of determining the extent
of their responsibility. Another difficulty is that at some point strategic
decisions under the influence of unforeseen factors need to be changed and
redefine the responsibilities of the participants in a given process.

Strategic decisions are a purposeful result of the choice by the subject
of the management system of a variant of actions that provide the decision
of strategic tasks of economic activity for the purpose of achievement of
the planned goal. The strategic decision-making process may have signs
of intuition, which is based on appropriate judgments with a focus on
rationality and efficiency. When making strategic decisions on an intuitive
basis, the process is based on a subjective sense of the right choice.
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Let’s agree that despite the fact that intuition sharpens with the acquisition
of experience, the manager, focusing only on it, becomes a hostage to
chance, and in terms of statistics, his/her chances of making the right choice
are not very high. Decision made on a judgment is based on the knowledge
and conscious experience of the past. Using them and drawing on common
sense, we choose the option that has brought the greatest success in a similar
situation in the past. Its weakness is that the judgment cannot be reconciled
with a situation that never took place, so the experience of its decision is
simply not available. Rational decisions do not depend on past experience.
A rational decision is justified through an objective analytical process, based
on the calculations and results of a comprehensive strategic analysis [2].

Analyzing the approaches to the definition of market strategy, it should
be noted the identification of the concepts of «market strategy of the entity»
and «strategic management of the entity», because the management process
ensures the achievement of strategic goals of the entity that are authentic to
market strategy.

The place of market strategy in the management cycle of the business
entity is shown in fig. 1.
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Fig. 1. The place of the market strategy in the management cycle of the
entity
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In the economic system, systematic decision-making is often broken.
Options for this system are as follows. First, strategic decision-makers do
not have the authority to do so. Second, strategic decision-makers have the
appropriate authority and awareness of their decision-making responsibility
but do not have the full information and analytical support for reasonably
adequate management actions and processes. Third, the strategic decision-
maker is provided with everything necessary to make a responsible decision
but does not have the appropriate professional competence and practical
experience. Unfortunately, this situation is typical for most economic entities
in today’s transformational conditions of the national macroeconomic
environment.

Thus, making a strategic decision means choosing a goal that expresses
internal economic interest, directions of activities, means, methods, models
of actions that ensure the realization of strategic goals and the solution of the
planned tasks. Strategic decisions are made on the basis of diagnostic analysis
of the objective circumstances and the problems that have caused them. It
should be borne in mind that the selection is made of possible alternatives,
the implementation of which will provide the solution of problematic issues
of the entity at a minimal cost.

Mandatory requirements for making strategic decisions are:

- existence of justification of options of strategic decisions taking into
account legal, functional, economic, financial, social and environmental
aspects;

- adherence to established procedures of strategic decision-making in the
management system;

- minimizing the impact of subjective choices on strategic decisions.

It should be remembered that certain phenomena, objects, processes,
actions, functions are characterized by the presence of a large number
of constituent elements, so when making strategic decisions, the factor
of probable uncertainty that arises due to the extreme complexity of the
listed objects should be taken into account. It is proposed to use an entropy
indicator to estimate the uncertainty in strategic decisions.Socio-economic
entropy in strategic management is determined by expert analysis, historical
or sociological research, structural-functional or logical approach, and so
on.

The influence of uncertainty factors in the strategic process can be
analyzed taking into account the volatility, which characterizes the change
of strategic decisions under the condition of functioning and development
of endogenous and exogenous environment.Volatility is estimated by the
standard deviation, semivariance, and stochasticity of strategic processes,
which are estimated by means of objective and subjective indicators.
Semivariance is a half-variation or variance that characterizes the branching
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of favorable or unfavorable deviations of strategic decision indicators when
compared with the reference value.The strategic decision-making system
of an economic entity is provided with an organizational and functional
decision-making mechanism that defines the order of initiation, preparation,
justification, discussion, and decision-making; taking into account the
interests of stakeholders and information and analytical support for strategic
decision-making.Clear logical correspondence of the parameters of the
strategic process in business entities is also shown to the market strategy
object. The object of a market strategy is the business system and its
segments. Market strategy requires the object to have strategic space and an
appropriate strategic position, that is, embedding it in the system of global
economic relations.

The totality of all structural segments of a market strategy object can be
interpreted as a system of elements of strategic space with which it must
interact: international, national or regional market; industries, countries, or
interstate organizations.Each strategic space has its own special landscape
(the developed system of arrangement), which must be taken into account
(territory, legal support, traditions, etc.) and its own systeminfrastructure
that provides communication between stakeholders.

The implementation of the overall function of the economic system and
its segments in the strategic process is formalized in the form of goals that
show the relationship between the subjectand object of the market strategy.
The goals in the strategic process indicate the desired state for the subject of
the market strategy object to be achieved over a certain period. Performance
testing can be made using the SMART acronym.

SMART is one of the most effective ways to determine the strategic goal
of an object. This tool can be used in any situation where we need to clearly
outline the strategic guidelines for the future. Management with a focus
on goals belongs to P. Drucker and highlighted in the study «Practice of
Management».

S.M.A.R.T is a mnemonic abbreviation used in management and project
management to determine goals and objectives. The first known use of the
term occurs in the work of Paul J Meyer in 1965 and later in November 1981
in the work of Management Review by George T. Doran [3].

S.M.A.R.T:Specific, Measurable, Attainable, Relevant, Time-bound [4].

The specificity of setting strategic goals for the economic system and its
segments is a strict sequence of necessary iterations:

* determination of the subject of the market strategy;

* identification of the frameworks (restrictions) in which the goal will
be set;

» understanding of the overall function of the economic system and its
segments.
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The last iteration completes the process of identifying the goals that the
subject of the strategic process focuses on.

The main types of framework in which goal setting will be performed
are as follows:

- long-term macroeconomic efficiency, which is promulgated in
macroeconomic indicators, that should be interpreted as objective quality
criteria of system-oriented strategic management; a market strategy that
exacerbates them must be rejected by setting an appropriate parametric limit;

- effective socio-economic functioning, which determines the utility
function of the economic system and its segments, taking into account the
socially significant position;

- dynamic targeting, the goal is focused on addressing economic growth,
which is reflected in the market strategy.

It should be noted that for a market strategy it is methodologically wrong
because growth is never permanent, then there is a problem or refusal of
the strategic goal formulated in this way in favor of any alternative, which
ultimately indicates the wrongness of the formed market strategy. On the
contrary, the opposite is a requirement to maintain the achieved level, but
such a market strategy is negative and hinders opportunities development.

Thus, the restrictive framework of subjective development or conservation
can be defined, but such a market strategy, especially a sectoral one, forces
to abandon lofty goals in favor of a specific tactical benefit in the economic
system. Restrictive frameworks define quasi-goals, so they should be seen
only as an appropriate stage of the iterative advance towards the formulation
of strategic goals, because: within the system of other types of goals, except
the above-mentioned restrictions, they cannot occur; valid strategic goals of
a market strategy always go beyond the economic system and their choice,
from the objective-possible, they are defined by the subjective decision
of the subject-strategist, taking into account his/her understanding of the
overall function of the economic system and its segments.

Most subjects of the national economy imitate strategic subjectivity, lose
their own subjectivity and become the object of market strategy. The object
of market strategy in the scientific literature on strategic management is not
defined, so without it, the market strategy becomes not only meaningless but
also pointless, since, as has been studied above, the formulation of chains
occurs within certain frameworks established after determining the object
of the market strategy, so further theoretical research is needed to address
this issue.

In the context of market strategy development, the focus should be on
maximizing the potential of leading higher education institutions, research
institutions, R&D and manufacturing technoparks that have specialized
competencies. In formulating a market strategy, one must take into account
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the fact that without the creation of an architecture and the launch of a
modern innovation and investment system, focused primarily on meeting
the demand of the subjects of the national economic system in new
technologies, techniques and mechanisms of financing, it will be difficult to
achieve strategic priorities.
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Nowadays, Ukraine is well-known in Europe and around the world for
its great potential for the competitive tourism industry, the development of
which was suspended only due to the global pandemic of the Covid-19.
However, in addition to the pandemic, a number of problems negatively
affect this process and hinder the development of the tourism business in
Ukraine. One such problem is the quality of tourism infrastructure, a good
part of which has been inherited from Soviet times. Amongst the main
disadvantages of Soviet era accommodation facilities, we can point out
very low standards of comfort and non-compliance with modern quality
standards. Today, there are more than 4.5 thousand outdated facilities with
a capacity of approximately 620 thousand people. Most of them require
drastic changes, they need to be fully reconstructed or even demolished.
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There is a huge variety of cultural and architectural monuments in Ukraine,
but currently they require significant investments in restoration. The tourism
industry in Ukraine, especially in less developed regions, often lacks a
qualified workforce with sufficient hands-on experience and training.
Another problem is the inadequate legal framework and legal regulation
of the tourism business, especially relating to attracting investments and
protecting the interests of investors.

One of the critical issues which hinders the development of the tourism
industry is the war with Russia in the east of Ukraine, which has been going
on for more than 6 years. Along with the problem of economic instability, this
is one of the key reasons which impedes Ukraine from becoming a popular
tourist destination. The unfavorable environmental situation caused by the
Chernobyl accident in 1986 is yet another problem. However, Chernobyl
is a double-edged sword, since it also creates a niche for extreme tourism,
offering visits to the Exclusion Zone. Recently, it was proposed to create
the «Chernobyl National Park», a project aimed to preserve the cultural,
historical and natural treasures of the Exclusion Zone and give the area the
status of a UNESCO World Heritage Site [1].

Ukraine is capable of offering every type of tourism activity. Recreational
tourism, in our opinion, should be among the top priorities of the Ukrainian
tourism industry. Ukraine possesses great potential for becoming one
of the World’s top tourist destinations [2]. A significant part of Ukraine’s
natural wealth, its recreational forests, coastal and mountain landscapes,
mineral waters and natural healing muds, national and regional landscape
parks, biosphere reserves, protected historical parks, etc. are unique assets,
indispensable for the long-term development of eco and green tourism [3].

It has been estimated that 12.8 % of Ukrainian territory, free from
radioactive pollution, is currently used for recreational needs or potentially
suitable for this purpose. In accordance with the geographical and natural
features, Ukraine can be divided into the following regions: Carpathian,
Transnistrian, Dnipro, Donetsk-Azov, Polissya, Black Sea. There are many
different ways to divide Ukraine into regions. We took into consideration the
following criteria: geopolitical situation, availability of recreational assets,
the state of tourist infrastructure, the demand for recreation and tourism,
tourism and recreation policy of the region [4].

The efficient use of recreational assets requires the access to the
high-quality infrastructure for tourism. While elsewhere in the world the
development of hotel infrastructure has been booming, in Ukraine from
2011 to 2018 the number of accommodation facilities dropped from 5882
to 4719 — tabl. 1; mainly due to the annexation of Crimea and the war with
Russia in the east of Ukraine [5].
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Table 1
Accommodation facilities (AF) in Ukraine [6]

Year Quantity of AFs, units. | Number of places in AFs,
thousand units
2011 5882 567,3
2012 6041 583.,4
2013 6411 586,6
2014%** 4572 406,0
2015%* 4341 402,6
2016%* 4256 375.,6
2017** 4115 359,0
2018%** 4719 300,0

* legal entities, separate divisions of legal entities and natural persons-entrepreneurs
** excluding the temporarily occupied territory of the Autonomous Republic of Crimea, the city of
Sevastopol and the temporarily occupied territories in Donetsk and Luhansk regions.

Ukrainian infrastructure can be improved by attracting both domestic
and foreign investments. Since tourism is one of the most important sectors
of national economy, it requires special attention from the state. The tourism
industry should be developed according to the principles of free market while
at the same time keeping social, ecological and economical responsibility.

Every successful state policy has to recognize tourism as an important
sector of the national economy, which requires clear vision and effective
long-term strategy. Government agencies must stimulate economic activity
and attract foreign and domestic investments.

Every policy has to be based on social and economic criteria. The tourism
industry should be considered as one that fulfils several important social
needs, but also as economically efficient. It should gradually take one of the
leading places in the territorial and economical structure of the region. This
approach demands certain tactics and a course of action, namely favorable
market environment and favorable economical and legal conditions which
would promote the development and enable free competition conforming to
established environmental norms and territorial regulations.

Recently, the Chairman of the Parliamentary Subcommittee on
Development of Tourism, Resorts and Recreational Activities registered
a bill “On Amendments of the Law «On Tourism» Ne 8317. He proposed
granting the status of “Resort of National Importance” the Kuyalnik estuary.
Currently, this unique territory, with properties not inferior to those of the
Dead Sea, does not enjoy such status. Moreover, today the territories that are
supposed to attract foreign visitors look like a construction site or a landfill.
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It is important to amend the situation, by giving the status of Resort
of National Importance to the Kuyalnik estuary. This status will protect
the location from inappropriate development projects while ensuring the
development of sanatoriums and health facilities. This area already has a
developed investment plan and potential investors, and therefore the new
status will ensure its proper development.

According to the World Tourism Organization, it is estimated that
tourism contributes around 10 % of global GDP, it accounts for 30 % of
world service market and 7 % of total exports of goods and services; tourism
provides jobs for every eleventh person in the world. Accordingly, Ukraine
and its government agencies should take measures to create favorable
conditions for the tourism and recreation sector, especially since the Law
of Ukraine «On Tourism» names this sector amongst the priorities of the
national economy [7].

While government institutions and their policies play an important role,
there are also several other factors which contribute to the development of
the tourism industry, namely: recreational activity of the population, growth
in income, fluctuations in ticket prices, the pace of economic reforms,
stability of the national currency, the commodity market, liberalization of
foreign economic activity, etc. Considering the current situation with the
pandemic, it is quite difficult to predict the development of the tourism
sector in the long run.

Most likely, the downward trend in living standards will continue in
the near future. Rising prices will outpace the growth of income. Social
disparities between different segments of the population will increase.
During this period, we should expect a significant excess of supply of
services over real demand for them. The main contingent of recreational
tourists will be the well-off segment of the population.

Since the elderly are potential customers of sanatorium services, and
they mostly belong to low-income groups, the likely increase in prices can
significantly reduce the demand for treatment and rehabilitation. Therefore,
the issue of state subsidies for health resorts remains relevant [2].

Direct investments (share capital) from the EU countries into the
Ukrainian economy (excluding the temporarily occupied territory of the
Autonomous Republic of Crimea and parts of Donetsk and Luhansk regions)
are presented in tabl. 2.

All data on direct investments was collected from the available
information on both legal entities — residents of Ukraine and on permanent
establishments of legal entities — non-residents of Ukraine. We were also
taking into account the administrative data on the market value of direct
investments (shares, property, etc.) of enterprises and institutions, provided
by the National Bank of Ukraine.
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Table 2
Investments into the Ukrainian economy by the

EU countries [8]
Country The value of direct investment, Share (%)
min. USD
EU overall 27205,8 100
Cyprus 10 303,2 37,9
Netherlands 7 556,5 27,8
UK 2038,3 7,5
Germany 17913 6,6
Austria 1209,4 4,4
France 818,7 3,0
Poland 677,0 2,5
Luxembourg 446,7 1,6
Hungary 367,3 1,4
Sweden 3554 1,3
Other EU countries 1642,0 6,0

Every year, different companies around the world make dozens of ratings
and assessments of investment attractiveness. However, many investors
analyze other indicators and conduct alternative researches.

One of the more reliable ratings Doing Business Report aims to reflect
regulatory, fiscal and market constraints that complicate or facilitate doing
business in the country. According to this rating, Ukraine was ranked 71 out
of 190 countries in the global ease of doing business index. The assessment
was conducted on 10 indicators, which are presented in tabl. 3.

Currently, investors are in no hurry to draw optimistic conclusions
about the future. Most international consulting and auditing companies
that provide investment advice believe that the business climate in Ukraine
will remain unchanged in the coming year due to the ignorant state policy
and the situation with the pandemic. At the same time, despite pessimistic
predictions, the same companies still call Ukraine a profitable market for
investment in the near future.

The situation of the tourism and resorts industries in Ukraine is very
problematic. It has to be addressed by strategic state policy, introduction
of effective investment mechanisms for tourism infrastructure and by
information and marketing measures to form a favorable image of Ukraine.

The main strategic goals for the development of the tourism industry in
Ukraine for the period until 2026 are the following:
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Table 3
Ukraine's place in the world according to the Doing Business Report
rating in 2019 [9, p. 211]

Ne Indicator Place (0-190)
1 Starting a business 91
2 Dealing with construction permits 77
3 Getting electricity 60
4 Property registration procedures 70
5 Getting loans 75
6 Protection of investors’ interests 58
7 Payment of taxes and other mandatory fees 79
8 Foreign trade 78
9 Fulfilment of contracts 64
10 Resolving the issues of insolvency and bankruptcy 32

1) Creating a competitive national tourism product;

2) Ensuring the effective and comprehensive use of existing tourist and
resort-recreational potential;

3) Systematic improvement of the quality of infrastructure of resorts and
recreational areas;

4) Improvement of the information infrastructure of recreational and
tourist services.

All these measures should be aimed at achieving a common goal — creating
an attractive investment climate for the tourism and resorts industries [10].

Ukraine has the potential to become one of the world’s top tourist
destinations, but before that, there are a number of problems that need to
be solved. Firstly, the tourism infrastructure has to be improved according
to modern standards. Secondly, the government institutions need to update
their tourism policies.

The Government-approved Strategy for the Development of Tourism
and Resorts until 2026 need to achieve the following goals:

1) Increasing the competitiveness of the tourism industry on the national
and regional levels;

2) Developing the modern tourism infrastructure,

3) Creating and promoting the positive image of Ukraine and Ukrainian
tourism industry;

The Ukrainian tourism industry needs to achieve a certain balance
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between domestic and foreign investments. Government policies need to
prioritize national interests and innovative development. Likewise, it is
necessary to stimulate demand for tourism products. Those strategic goals
can be achieved by the policy of structural modernization of the economy.
In case of the nationwide success, one can expect an increase in national
income from tourism and sustainable economic development.
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Conceptual bases of strategic management of competitiveness of agrarian
branches and the enterprises are formed taking into account the integrated
approach to a substantiation of their effective functioning. This allows us
to compare the goals and objectives of the development of industries and
enterprises, which reflect their orientation in the context of adaptation to
the external environment (which is expressed in actions to avoid (mitigate)
threats and develop opportunities), with the potential that is available and can
be achieve; to carry out the process of formulating a strategy in accordance
with the internal and external opportunities for competitive development
of industries and activities and enterprises in achieving goals; organize and
stimulate the activities of industries and enterprises to achieve goals based
on ensuring the implementation of developed strategies.

This fully applies to budget-generating industries and agri-food
enterprises, on whose competitiveness depends the level of filling the
budget of the state and regional levels, local employment, resource use,
sustainable economic development of rural areas in general. These include
industries and enterprises of specialization, ie those in which the index of
specialization exceeds one. In all regions of the country, their totality is
determined by the available resource potential, transport and economic
situation, market factors of supply and demand [1].

We believe that the strategic management of the development of budget-
generating sectors of the food sector in terms of innovation and investment
provides an opportunity to solve a range of problems related to their
purposeful reorientation to the production of new products and products;
introduction and use of the latest technologies; mastering integrated
innovation management; formation of production capacity necessary
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to achieve strategic goals; restructuring of the production structure;
development of specialization and cooperation in the field of sales and
customer service; marketing development; improvement of organizational
management structures; timely and high-quality training and retraining of
personnel, etc., ie what should contribute to the development of industries in
general, shaping their corporatization and increasing capitalization.

In our opinion, the types of strategic management of the development
of budget-generating sectors of the food sector and their entities in a broad
sense are: strategic planning; management based on the choice of strategic
positions of competitiveness; management of strategic tasks; management
through the implementation of emergency measures for the development of
industries and their enterprises, etc. The essence of strategic management of
the competitiveness of budget-generating sectors of the food sector provides
answers to the following important questions: 1. In what position this or that
industry, type of activity is now? 2. In what position would it like to be in
the future (in three, five, ten years)? 3. How to achieve the desired result?

To answer the first question, it is necessary to understand the current
situation in which the industry is, the problems and trends that accompany
them. To this end, it is important to constantly monitor the external and
internal environment of the budget-generating sectors of the food sector
in order to identify and adequately respond to all changes that occur. The
second question reflects an important feature of strategic management of
the budget-generating industry - its focus on the future. The answer to it
involves a clear definition of what the industry seeks, what goals it sets,
what forms strategies to achieve competitiveness.

The third issue of strategic management of the development of budget-
generating sectors of the food sector is related to the establishment of
activities for the implementation of the selected strategy, its control and
evaluation. During the implementation of this stage, it is possible to adjust
the previous two. These questions are answered by three main phases of
strategic competitiveness management: strategic analysis, strategic choice
and strategy implementation. Based on the analysis of strategic management
of the development of budget-generating sectors of the food sector, we can
propose an algorithm for strategic management of competitiveness.

The analysis of the external environment is reflected in a separate stage,
and is also the basis of the whole process of strategic management of the
development of budget-generating sectors of the food sector. Analysis,
forecasting and monitoring of the external environment can also be presented
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separately as a basis on which to build a model of strategic competitiveness
management. This is due to the fact that the assessment of the external
environment must be carried out constantly. This approach, firstly, increases
the degree of control over changes in the external environment, because the
analysis of the environment is carried out in parallel with each stage, and
secondly, compliance with the methodological principles of modern strategic
management of processing, which is to build a strategy from the future
through past to present (forecasting — analysis — monitoring). Analysis of the
external environment involves the study of economic, political situations,
legal environment, geographical environment, ecological status and more.

Taking into account the results obtained during the analysis of the
external environment, the mission of the budget-generating sectors of the
food sector is determined. The study of the immediate environment of
processing enterprises is aimed at analyzing the state of those components
with which they are in direct interaction, these are: sources of raw materials,
processing capacity, production capacity, finished products, competitors,
intermediaries, consumers. The internal environment determines the
potential and opportunities available to budget-generating industries.

The main purpose of the development of budget-generating food
industries and activities is the formation of competitive in the global and
national markets of their entities on the basis of efficient use of processing
capacity and own potential, sound innovation and investment policy, strategy
of intra- and intersectoral development.

The most important component of strategic management of the
development of budget-generating sectors of the food sector is the process
of competitiveness management. Finally, strategic management of the
development of budget-generating sectors of food and activities can be
defined as the concept of an integrated approach to their activities, which
allows: to compare the development goals of the enterprise, which reflect
the process of its adaptation to the environment, including the world market;
production and resource potential, which is available and used at the moment;
to carry out the process of formation (development) of a set of strategies
in accordance with the internal capabilities of sectoral development in the
strategic management of development; to organize and intensify activities
for the implementation of adopted strategies, especially corporatization,
capitalization, clustering on the basis of innovation and investment [2].

It is important to define the functions of strategic management of
the development of processing enterprises in order to increase their
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competitiveness. In our opinion, these include: defining the goals of
industries and industry entities, taking into account market conditions;
assessment of means and resources to achieve goals; identification of risks
and restrictions; development of long-term plans and programs, business
plans, innovation and investment projects; control and analysis of expected
results. It should be noted that strategic management can be considered as
a dynamic set of interconnected management processes. These processes
logically follow (or follow) each other. However, there is a stable feedback
and, accordingly, the feedback of each process on others and on their whole.
This is an important feature of the strategic management system.

It is important to keep in mind that the competitiveness of the industry
is shaped by the entities that are part of it. These can be large, medium
or small enterprises; Businesses that have different stages of development
occupy different niches in the market and, consequently, build different
strategies to increase competitiveness. It is important to keep in mind that
the competitiveness of the industry is shaped by the entities that are part of
it. These can be large, medium or small enterprises; Businesses that have
different stages of development occupy different niches in the market and,
consequently, build different strategies to increase competitiveness.

They also depend on the internal efficiency of operational processes,
profitability of production, staff qualifications and management, cost and
quality of finished products, the presence or absence of state, including
budget support, regional, interregional and global conditions [3]. However,
objectively, there are industry factors that affect the existence of industry-
wide manifestations, principles and requirements of competitiveness. We are
talking about common industry standards for product quality, certification of
production systems and technologies, unification of operational processes,
kinship by stage of development or size, forms of organization of economic
entities.

It is important to use common management decisions for specialized
industry entities that have identical business conditions or market positions,
to monitor the development of the industry and relevant markets, to develop
common marketing strategies for the budget-generating sectors of the
food sector, training and training, justification rules of corporate conduct
and social standards of employees. The common strategic management
principles of modernization of production, implementation of innovation
and investment policy, capitalization, financing and refinancing, clustering,
integration and cooperation are also of general industry importance [4].
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Itis necessary to highlight the following features of strategic management
of budget-generating sectors of the food sector in order to increase their
competitiveness:

1. The purpose of modern budget-forming industries and enterprises
of agri-food sphere and types of activity is the production of competitive
products or the provision of appropriate services, profitability, ensuring
financial and economic stability, filling the revenue side of the budget. Due
to the need to take into account the dynamics of the external environment,
there are two areas of strategic management: regular strategic management,
which is a logical development of strategic planning and consists of two
complementary subsystems: subsystems analysis and strategy planning and
subsystems strategy implementation; real-time strategic management is the
solution of unexpectedly arising strategic tasks. It develops in industries
where changes in the external environment occur with high frequency and
unpredictability. In the process of development in the conditions of market
competition the enterprises are compelled to be engaged in parallel with
specification of strategy and the decision of the arisen strategic tasks.

2. The purpose of strategic management is development, ie change not
only quantitative but also qualitative characteristics. For example, strategic
decisions include decisions on the reconstruction of the processing plant,
the use of new resources, the introduction of new products and technologies,
access to new markets. The intra-industry strategy of corporatization,
increase of capitalization, integration of production is also important. These
processes may take into account mergers and acquisitions, restructuring
of production or financial debt in order to increase the financial stability
and sustainable development of the industry with the prospect of economic
growth.

3. The product of strategic management is the potential of budget-
generating sectors of the food sector, which consists of resources and
sources of their replenishment, production and financial and economic
relations, the location of economic entities and the organizational system as
a whole. Potential also characterizes the most efficient use of resources to
achieve this goal. On the other hand, the potential is a source of competitive
advantage of the organization, and therefore needs constant development
and improvement. In an information economy and competitive environment,
it must have a new content in the form of information and innovation
components.

4. As additional features of strategic management we have selected:
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flexible response to impulses of change of the external environment; timely
changes in the organization, structure and location of the industry; reliance
on human potential and capital, labor resources; consumer orientation,
constant monitoring of market conditions; long-term prospects due to
competitive advantages, especially resource opportunities; taking into
account the array of accounting, financial, statistical data, rather than its
individual components; ensuring the competitiveness of budget-generating
sectors of the food sector in the future.

It should be noted that the implementation of strategic management is
aimed at solving the following important problems:

1) related to the functioning of the industry, which are aimed at improving
the efficiency of all industry entities by ensuring the relationship of goals,
resources and results;

2) related to elements of structure, location and organization, if these
elements are necessary to achieve the goals, but are currently absent or
insufficient;

3) related to external factors, including risks in any field of activity.

The concept of strategic competitiveness management, which is the
basis of strategic thinking, also has the following characteristics and
components. It is based on a certain combination of management theories
about the activities of the enterprise. The industry, as well as the enterprise is
considered as an open socio-economic and material system. The use of only
one of these principles does not allow to achieve the desired results — the
development of enterprises and industries in the long run.

The concept focuses on the need to collect and use strategic information
databases, ie to constantly monitor activities and development. Analysis,
interpretation and application of information for strategic decision-making
allow to determine the content and sequence of actions for changes in
the industry and the market by reducing the uncertainty of the situation.
These activities help to predict the consequences of decisions, influencing
the situation by appropriate allocation of resources, establishing effective
relationships and formation of strategic behavior of staff, the content of
operational processes, pricing and logistics policies, etc. [5].

The concept provides for the use of certain tools and methods of
development of budget-generating sectors of the food sector [6]. This
creates the preconditions for the formation of such a management system
that allows the budget-generating sectors of the food sector to operate in a
strategic mode, which, in turn, ensures their development in the long run on
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the basis of sustainability and economic growth.

The competitiveness of budget-generating food industries depends on the
ability to anticipate and change the structure of production and management,
develop and implement new products, properly plan production for various
products, investments and profits to achieve maximum effect and ensure
sustainable development [7]. Strategic competitiveness management does
not require justifying one decision at all times. Like any tool to influence the
object of management, it has its limitations (tabl. 1).

Table 1

Limitations of strategic management of competitiveness of agricultural
industries and enterprises and ways to overcome them *

Limitation

Ways to overcome

Lack of a  systematic
approach to the formation of
strategic management of the
competitiveness of industries
and economic entities.

Implementation of a dual management system:
the strategic level of the industry and the strategic
level of enterprises. Application of strategic
control and controlling. Use of incentives for
mastering strategic management. Formation of
strategic behavior.

Competition of strategic and

Development of a system of strategic plans,

current activities and their | including strategic budgets. Development of

coordination. strategic activities through a number of planning
and organizational and  socio-economic
measures.

Lack or insufficient level [ Formation (strengthening) of analytical branch

of  strategic  information | structures. Construction of strategic monitoring

for sectoral development | and controlling systems:

management. - external environment;

- internal environment.

Lack of sufficient skills of

restructuring, innovation and
investment design).

Special management training, especially at the

strategic ~ management  of | highest level, for comprehensive support of
modern methods (marketing | development strategies.
strategies, financial

Resistance to change in | Creating an industry structure that can change.
the form of «elimination | Joint strategic decision making. Resistance
of threats», separation of | management. Formation of strategic thinking
powers, rights, duties and | and behavior.

responsibilities, ~ way  of

thinking and organizational

and  managerial  industry

rituals.

* Developed by the authors based on [8; 9; 10; 11; 12].
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Therefore, as shown in tabl. 1, sectoral restrictions on competitiveness
are both objective and subjective. In our opinion, the competitive relations
between competing industries for resources and markets are objective (for
example, between agriculture and recreation and tourism, mining, etc.).
All other limitations are subjective and can be eliminated in the process of
tactical management and on the basis of improving the skills and efficiency
of management of agricultural enterprises.
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The desire of society to avoid cataclysms in the most acute form of
their manifestation encourages the development of a model and the search
for a mechanism by which it would be possible to ensure progressive
development, prevent crises, and counteract conflicts. In our time, humanity,
as never before, needs an effective system of management of the world
social development; building such a fundamental structure of institutions
that would ensure the development in the interests of society. A new form of
management of the global economic processes — one that corresponds to the
content of the post-industrial relations — must be launched now, in the period
of their formation. In the future, this archetype may become the basis for the
formation of a world order (including the economic one), which will exist
in society in the form of institutionalized noospheric relations (humanistic
and harmonized ones). The continuous civilizational progress on the basis
of producing an increasingly greater good is possible only within the
framework of the world economic order, which is subject to the principles
of the noospheric society.

The importance of research of the role of institutions in the management
of global economic processes for the science and world economic
practice is indicated in the publications of well-known scientists,
economists, politicians, and sociologists. Among them are D. Acemoglu,
J. Robinson [1; 2], R. Florida, M. Kenney [3], D. Held [4], J. Ikenberry [5],
M. Intriligator [6], H. Kissinger [7], E. Kachurovski [8], D. Lukianenko,
A. Poruchnyk, V. Kolesov [9], D. C. North [10], M. Olson [I1],
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E. Ostrom [12], V. Tarasevich [14] and others.

At the same time, this issue, given the constant changes taking place
in the system of modern international relations and the depth of the
transformational processes of a globalized society, remains relevant and
requires continuous scientific analysis.

Defining the role of institutions in the management of global economic
processes, it should be noted that global governance, as well as governance
in general, is primarily the management of certain processes, their direction
and impact on the development. In comparison, global regulation should be
understood as submission to a certain rule, order; as a system of actions used
to approve certain institutional practices of the global economy, to preserve
and maintain its functions. In this context, regulation is interpreted as the
management of certain international processes in order to prevent their
potential negative consequences for the world community [13].

Considering the differences between global governance and global
regulation, it is worth mentioning the ways of establishing the world order.
They are objectified in two main forms: first, as a victorious result of the
struggle for power won by one of the parties to international economic
relations, and second, as an equilibrium achieved through interaction and
mutual consent of the parties. In the first case, there arise the conditions
for the emergence of the phenomenon of monocentrism, in the second one
— the phenomenon of polycentrism. Global regulation is more in line with
the monocentric model of organization of the world relations (including the
economic ones), and global governance is more in line with the polycentric
one.

Monocentrism, based on the principle of monopoly of regulatory
functions, is endowed with the advantage of the institutions stability due to
their rigidity. Of course, in a monocentric order, first of all, the ruling elite is
able to receive rent from the institutionalization of relations in the financial,
economic, and technological spheres of activity of a globalized society.
However, at the same time, conditions are also created for the production of
public good.

Polycentrism presupposes the interaction of many actors of international
economic relations in the process of their institutionalization. Such a
(polycentric) order is objectified as a multipolar model of the world society
development. It manifests itself as the formation of the leading world
economic centers (if we talk about the economy) and centers of power or
poles of the world order (if we summarize all aspects of the global society
functioning). A prerequisite for building a multipolar world is the presence
of competition between countries for options of institutionalizing world
order.

Considering the role of institutions in the system of management of global

39



economic processes, it is necessary to note the special status of supranational
organizations in modern processes of institutionalization of the division of
world and power. There are significant contradictions in the implementation
of institutional mechanisms of such division. They are formed due to
the fact that international organizations are mainly representatives of the
interests of the governments of the most developed countries (including
the personalized interests of certain individuals), rather than the interests
of countries and their peoples. With strengthening influence of the global
capital, growth of information flows, liberalization of the movement of
goods, technologies, etc., many countries are significantly losing the
efficiency of management of the national economy. Their traditional powers
are transferred to supranational structures both in the field of international
relations and in the field of domestic policy.

Among the main types of supranational structures limiting the powers
and real capabilities of the state, scientists call:

1) bodies of intergovernmental governance and regulation (IMF, WTO,
EBRD, and the World Bank);

2) transnational corporations;

3) integration associations;

4) international investment banks and insurance companies;

5) global media. M. Intriligator writes that, under such conditions, the
control over the economy of individual countries may pass from sovereign
governments to the other hands, including the strongest states, multinational
or global corporations and international organizations [6, p. 14].

It is important to note that nowadays globalization is no longer perceived
as only an objectively determined natural process of social development.
The advantages (economic sources of power) of international business
entities and national economic systems are realized not only through the
market mechanism, which operates within the framework of horizontal
globalization processes. Influential actors in international economic
relations gain power mostly by redistributing it through the mechanism of
supranational institutions (i.e. on the basis of «vertical» globalization). In the
same way, power over society in general, including political and ideological
ones, is being formed in our time.

Modern world development is impossible without the institutionalization
of relations that take place in society. Institutionalization is the process
of emergence and formation of institutions in the system of international
economic relations. Institutions of global governance are the foundation of
the world economic order. They operate under the conditions of actually
existing restrictions — a kind of «coordinate system», which is formed
by «horizontal» and «vertical» globalization. The performance of global
governance is measured by the effects that arise in the global economy as
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a result of implementation of common strategies, norms and rules. [13].
A certain world order in general, as well as in certain spheres of activity of
a globalized society, is formed owing to functioning institutions — the rules
that, according to E. Ostrom’s terminology, work («working rules») and are
used («rules-in-usey).

H. Kissinger’s level concept interprets the world order (the first level) as
a state of a certain region or civilization, within which there is a set of just
arrangements and a division of power that is considered applicable to the
world as a whole; the international order (the second level) — as a practical
application of this system of views to most of the globe, provided that the
coverage area must be large enough to affect the global balance of power;
and the regional order (the third level), the definition of which is based on
the same principles, but in relation to a certain geographical area [7, p. 20].

In a number of journalistic and scientific publications, the world order
is viewed mainly in a negative context as the rules of the game, which are
established by the global capital through a system of institutions created by
it; as an artificially created system of organization, achieved on the basis of
total integration (destruction of the state, national, and cultural identity of
peoples) in order to have full power over the unified world. Undoubtedly,
such a position is not meaningless, as it is based on the empiricism of modern
processes taking place in a globalized economy, that is, as it actually takes
place in the world practice. At the same time, if we consider the world order
from the standpoint of normative analysis (that is, as it should be done), the
orderliness of the economic life of society must be perceived as a useful
effect of institutionalization of the international economic relations. To
clarify the approaches to determining the model of reconciling the interests
of the economic actors at its various levels (global, national, and individual
ones), it is necessary to consider the aspects of establishing a world order —
both destructive and constructive ones. That will identify the peculiarities
of the modern division of world and power, the contradictions that arise in
this area of relations, as well as identify the extent to which society is able to
influence these processes and phenomena through institutions.

On the one hand, the institutional restructuring of the world economic
order is determined by the interests of the most influential economic actors
interacting with each other. Therefore, it is quite natural that the modern
system of institutionalization of the international economic relations
provides for the existence of a distribution mechanism that operates in
accordance with the goals of this group of entities. It is primarily about the
distribution of the world income, which is realized today not only through
the market mechanism, but also through regulatory mechanisms introduced
by participants in economic relations: countries (depending on their status
and directions of the state policy), TNCs, transnational banks and others.
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The distribution mechanism controlled by the business and power elites is
also significantly important in the use of resources — natural, technological,
labor, information, etc., because the creation and, indirectly, appropriation
of the world product depends on the efficiency of these institutions.

On the other hand, not only representatives of the ruling elite of the
leading countries and business (super powerful transnational structures),
but also civil society — people, and globalized society are interested in the
institutional mediation of the modern world economic processes. This is due
to the fact that globalization, despite the freedoms it provides (liberalization
of'the movement of labor, capital and other mobile resources, goods, services,
etc.), also creates significant challenges to society. In the field of economic
relations, the value for a globalized society is primarily in minimizing the
risk of economic crises, the availability of effective mechanisms to prevent
downturns in production, the ability to use effective tools to ensure fair trade
between countries, and the efficiency of international economic relations,
which means that conditions for the stability of the economic life are vital
for the society.

Thus, the world economic order must be understood as a certain state of
the organization and functioning of the global economic system, which forms
the opposite of chaos. The establishment of the world order is connected
with its two main features. First, the driving forces of this process are the
interests and values not only of the international business and the ruling
political elite, but also of civil society as an entity of governance and a
determining entity of power. However, secondly, the divergence of interests
and values inherent in these groups of entities forms a state of significant
contradiction — the determining prerequisite for updating the system of
existing institutions and the order which they determine.

It is obvious that transformation of the current institutionalized system
of relations is inevitable. However, it is difficult to predict what the outcome
of the interaction of the subjects (the ruling political elite and international
business, on the one hand, and civil society, on the other) will be. The
product of the interaction of actors in establishing the world order can be
numerous variations of the world institutional practices and, accordingly,
created in reality different pictures of the world (realized models of the
planetary system). The end result, all other things being equal, will depend
on the degree of importance of the higher values for each of the parties
and the ratio of the forces of influence used by these parties to pursue their
interests. Given the uncertainty of the conditions for further practices of
institutionalization of international relations, the development of theoretical
and methodological approaches to determining the role of modern
institutions in the management of global economic processes will remain
one of the most required by society.
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The logic of the integration processes development in the study
of the monopoly power impact and transnationalization of the institutional
environment on the of enterprises’ efficiency involves two main models
of adaptive benefits, namely — product differentiation (the concept of
differentiated markets, the concept of a dominant firm, the concept of
information asymmetry) and diversification of production (the concept of
strategic alliances, the concept of economic evolutionism, the concept of
global localization) [1]. These mechanisms allow a modern information-
institutional enterprise to carry out economic adaptation both to the conditions
of market monopolization and to the transnationalization processes of the
institutional environment.

But it is the presence or lack of integration advantages that provides
for the possibility of manifestation the functional problems for existence
the business structures in the modern transnational environment. Such
problems may include: institutional constraints in the national markets,
vertical constraints on the relationship «producer — distributor», production,
legislative, tariff entry barriers, asymmetry problems of the market
information, the tendency to monopoly «quasi-rent», taking into account
possible losses of public welfare in monopolization conditions.

The presence of these problems makes it necessary to analyze the
theoretical concepts for the study of state regulation the modern business
structures within microeconomic science.

First of all, it is necessary to determine how and at the expense of which
the state regulation of the economic entities’ functioning is carried out and
the peculiarities of their organizational structure are formed. After such
an analysis, we can conclude that to implement an effective process of
the enterprises’ adaptation for operate in a monopolistic market under the
influence of the economic environment’s transnationalization within both
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the production diversification and product differentiation, it is necessary to
harmonize the goals of state regulation. Such analysis in economic theory, as
we know, is associated with the analysis of methods and conditions for the
state strategic actions’ effectiveness of the state in the direction of influencing
on the the business structure development. As we know, it was carried out
within two main approaches — subjective-psychological institutionalism and
socio-legal institutionalism

Within the framework of the subjective-psychological approach, it’s
possible to separated the concepts of «interaction of group interests» and
«supervision». Within the framework of the social and legal approach, the
concepts of “implementation of the agreement” and “institutional interest”
were mainly studied.

At the same time, within these concepts there are motivational violations
of subjective nature with the formation and spread of 2 distorted motives,
which called «rent pursuit» and «bureaucratic choice», which should be
taken into account in training public administration, especially in regulating
the functioning sphere of integrated business systems [2]

However, all these models practically ignore the problems that arise as a
result of the peculiarities of the relationship between the state and business
structures operating in a monopolized transnational environment.

Today, the limitations of this approach are quite obvious, as the state
power in the integrated transnational market influences on the competition’s
peculiarities more than any monopoly power in the market, taking into
account the innovative products’ peculiarities.

This is, firstly, due to the demand peculiarities on IT products, goods
and services, which are defined by the term «complementarity». Secondly,
the possibility of replacing products from buyers using the distribution
of complementary products is known to be significantly lower than the
possibility of replacing goods at regular sales. And third, prices changes
on the complementary products, if they are carried out by distributors as
a result of the market power’s strengthening or weakening affect on the
position of both producers and consumers of goods in the target market.

These benchmarks usually create favorable conditions for the
implementation of vertical integration processes and the emergence of
vertical constraints on the enterprises’ functioning.

Another necessary analysis factor in the study of state regulation is the
analysis of the firm peculiarities in a monopolistic environment in terms of
the firms’ interaction and interdependence in the transnational market [3].

The innovative products market characterized by a «rigid oligopoly with
the monopoly umbrella effect».

As we know, the strategic position is inherent only in the oligopoly
market, because in the free competition conditions, the firm production
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volume doesn’t depend and doesn’t affect on the other firms’ production. As
a rule, the number of firms in the market is too large for such influence to be
effectively realized.

Within the limits of microeconomic theory several variants of firms
strategic behavior depending on internal and external factors are investigated.

Depending on the sequence of decision-making (decisions are made
simultaneously by all firms or sequentially) — first their conditions are set by
the market leader, and then come into force firms-followers. On the other
hand, depending on the choice of strategic variable by firms, it can be either
the volume production or the products price. In this case, this market is
characterized by a clear manifestation of network externalities. In general,
this building relationships process implies integration, which is a defining
characteristic of modern economic development

In our opinion, we can identify several integration main forms which, on
the one hand, determine the transnational corporations strategic development
and0 on the other hand — form the external economic environment.

In general, the cooperation manifestation in the direction of strategic
cooperation at the corporate level occurs through the processes of vertical
and horizontal integration in the sectoral structure of corporations, as well as
through mergers and acquisitions, subcontracting or the formation of inter-
firm strategic alliances [4].

As aresult, the overall integration level between business structures at the
economy macro level increases, as evidenced by the clusters development of
economic activity, more intensive regional integration, and the emergence
of economic agglomerations, which manifest themselves in the regional
concentration form of the enterprises’ economic activity.

As we know, a vertically integrated company, in the full sense of
the term, involves a combination of control over ownership, as well as
enterprises’ market behavior which belong to different stages of the value
chain. In practice, control over the company’s behavior can be carried out in
non-joint-stock forms, ie without control over ownership, while in holding
structures, depending on the type of holding and management, the opposite
situation is possible — control over ownership without control over market
behavior

From a practical point of view, control over the company’s behavior can
be carried out in non-joint-stock forms, without control over ownership,
while in holding structures, depending on the holding type and management,
the opposite situation is possible — control over ownership without control
over business structures behavior on the market.

However, the decision on the need for integration is quite ambiguous,
sometimes even a more strategically adapted form is the «externalizationy
or disintegration of companies in the structure of corporations.
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According to M. Porter, «the main driving force in strategic decision
making on vertical integration is an understanding of the strategic importance,
vertical integration profitability and cost, both in economic terms and in the
overall impact on the organization as a whole» [5].

Today, the mechanisms of international, cross-border strategic alliances
are becoming more and more popular and widespread among modern
corporate associations within which it is carried out:

- strategic integration with constant relations maintenance with the top
management to solve strategic tasks;

- practical integration based on the middle managers interaction on the
problems of joint coordination;

- operational integration, which provides mutual access of ordinary
employees to common information resources.

In addition, there is also the so-called cultural integration, which
involves a mutual desire to find ways for overcome differences in traditions,
language, etc. The strategic importance of this integration form is significant,
because alliances aren’t only tools to reduce transaction costs and control
costs, but also as equating to one of the company’s main strategies aimed at
overcoming market imperfections.

Thus, a strategic alliance can be defined as a formal agreement between
two or more companies in order to combine their own efforts and capabilities
to solve a specific commercial, operational and technical problem or the
specific strategic task implementation [6]. At the same time, this partnership
is guided by the principles of general responsibility and distribution of
all possible risks associated with management decisions in the course of
business activities.

It is also necessary to distinguish the concept of strategic alliance from
another integration form of companies’ corporate interaction which includes
the problems overcoming and administrative barriers associated with
access to a particular goods and services market; reduction of risks when
entering on foreign markets, developing certain segments or launching new
products; gaining access to new technologies, research and development,
other resources in the process of cooperation; achieving synergy
effect, streamlining operational processes during organization and joint
activities [7].

In general, by participating in a strategic alliance, an organization
can acquire, for example, commercial information, business contacts,
technological and financial resources, partner company management
experience, and, thus, eliminate problems in its organizational structure and,
consequently, increase market competitiveness.

One of the most modern integration forms of corporate cooperation, noted
in the economic literature, are «flexible business networks». The specificity
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of this integration configuration lies in the certain independence of those
elements that participate in the processes of creating added products value.

However, the real corporate cooperation mechanism is a new
organizational form in which the firm carries out its practical activities on
the principle of corporate labor division.

At the same time, all stages of a single production process are distributed
between autonomous business structures, united by contractual relations
around the parent company with controlling functions. This type of
relationship between the coordinating firm of the corporation and other
market participants who operate independently and specialize only in their
field of activity, can significantly reduce production costs and achieve a high
level of system management efficienc

Recently, there has been a global trend among many corporations to
rationally restructure value chains in order to reduce the number of suppliers
and replace them with one or more integrated supply and distribution
centers. In other words, we are talking about changes in the structure and
organization of the value chain.

Such integration trends contributing to the above policy implementation
include:

- value chain management, contracting and subcontracting;

- creation of a permanent support system of warehouse stocks, as well as
the implementation the practice of «single outsourcingy.

This means that corporations are increasingly seeking to consolidate key
raw material procurement channels across the company in order to minimize
costs and reduce the market power dominance and supplier influence. All
the above trends relate to the processes manifestations ma externalization or
participants quasi-integration in economic relations [8].

Thus, we have considered the forming concepts process of business
structure state regulation in the modern economy in terms of historical
development within the basic economic theories in order to determine
the conceptual approaches to the formation the mechanism of interaction
between the state and business entities within modern social relations.

These concepts consideration allows us to conclude that in the state
regulation process of the integrated business structure to a modern
transnationally organized market economy, it is important to take into
account the economic theory achievements to effectively adapt both the
state and businesses to changes in certain market conditions.

It should also be noted that the main task of this study was to analyze
the state regulation problems of the functioning processes of real integrated
business structures in the innovation sphere that arise in a specific
transnationally organized market environment. The proposed approach is
based on the need to identify the main factors in implementing the strategy
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of state regulation, taking into account the main subjects socio-psychological
characteristics of economic relations, their manifestation in the market
relations informatization, the specifics integration processes in Ukraine and
also, those problems that are characteristic of transition economies.

Atthe sametime, there is aneed to take into account market, organizational
and production factors that affect on the integrated business structures
which are manifested by the market environment transnationalization
and oligopolistic competition, as well as factors of vertical integration
and vertical control, the growth of unproductive costs associated with
informatization [9].

In our opinion, the modern conditions benchmarks of Ukrainian
enterprises’ adaptation to the transnational innovations market include
the supra-market organizational structures creation under the institutional
processes influence in the economy and transaction costs increase due to
non-price competition.

The main problems that need to be taken into account in the state regulation
processes implementation can include the negative transnationalization
effects of innovation on public welfare, the negative impact of increasing
market monopolization on the national production structures competitiveness
and abuse of market pricing [10].

Based on the above, further research should be devoted to the analysis the
main areas of government regulation adaptation to the market functioning
peculiarities of integrated business systems in the field of innovation.

Within the such analysis framework it is necessary to characterize the
directions of implementation the process of state regulation in terms of the
main functioning market elements of the integrated business structure, the
regulatory measures result and the economic effect that can be achieved. From
our point of view, it is especially significant to increase the state regulation
flexibility and adaptability to take into account both the characteristics of the
product (service) and market relations, and institutional factors. At the same
time, there are no less significant the actions of public authorities to regulate
the main subjects behavior of economic relations.

Within the framework of these measures it is necessary to take into
account not only the business structures’ behavior peculiarities but also the
consumer behavior and the overall behavioral situation in relation to the
entrepreneurs’ activities in the integrated structure [11].

Separately, it is necessary to carry out constant regulatory influence on
the adequate motivation formation of and adequate civil servants behavior
who will be involved in this sector of the economy regulation. To this end,
we have formulated proposals for the process implementation for improving
the state regulation of innovation in the national economy, taking into
account the education sector capabilities and, above all, the State University
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of Telecommunications.

Conclusions.Thus, the rapid growth of inter-firm relations observed in
recent years is due to the expansion of corporate flexible business networks,
which in fact, more than traditional manufacturing corporations, have
become dominant in the modern economy.

It is safe to say that the production networks development as the dominant
way to coordinate industrial activity completely changes the market
competition policy and the search for companies’ competitive advantages
which are seeking to achieve the global leadership.

Close cooperation with key partners in the local market is extremely
important both to increase the corporations’ profitability which poses new
challenges to its management and requires strategic flexibility and the
additional resources creation and for the industrial clusters development
and, consequently, in industrial development.

Thus, this research is devoted to the theoretical analysis of key
methodological approaches to the study of the state regulation processes of
the of integrated business structures functioning in the field of innovation.

This conceptual approach to solving the tasks provided an opportunity to
analyze the problems that arise at the state level in regulating the particular
innovation company functioning in adaptation terms to functioning in today’s
transnational market and present own views on solving these problems.
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INNOVATIVE DIRECTIONS OF THE DEVELOPMENT OF
CIRCULAR ECONOMY

Diana Kucherenko,
Ph.D. in Economics, Associate Professor,
Science and Research Institute of Social and Economic Development,
Kyiv, Ukraine

The modern world is changing at a very fast pace and, above all, in its
qualitative features. Thus, the industries that determine the development
of the world today are fundamentally different from what was at the end
of the XX century. Today, electronics, programming, computer modeling,
neuroinformatics, laser technology, nuclear and other energy, electron-ion-
plasma technologies, new materials, nanotechnologies, biotechnology, living
systems, modern transport, construction technologies, energy, ecology, etc.
are relevant.

At the present stage of development of society, the general means of
labor (or conditions necessary for the labor process) act as civilizational
networks, ie as socio-economic infrastructures that provide «connection»
of people to certain processes, opportunities, spaces. There are the usual
civilizational networks — roads, transport, heating, water supply, sewerage,
housing, buildings, fiber optic networks, logistics networks, engineering,
industry and so on.

We are used to living in a linear economy: goods are made from raw
materials, sold in as many quantities as possible, and eventually thrown
away. However, this model no longer works. Now we already understand
that the natural resources of the only planet Earth available to us are not
infinite. Global warming and declining biodiversity mean that we will have
to deliberately stop using some of our natural resources.

The problem of interaction between education, science and business
has always attracted the attention of the scientists. Among the well-known
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scholars should be G. Becker, J. C. Mill, A. Marshall, J. Minzer, D. North,
M. Olson, E. Toffler, F. Fukuyama, who studied in their works the influence
of education on economic results. Modern views on the cooperation of
universities and employers, the analysis of Ukrainian education in terms
of managing its quality are set out in the writings of V. Bazylevych,
Y. Bolyubash, V. Briukhovetsky, O. Grishnova, O. Zhilinska, K. Levkovsky,
and others. An analysis of the European employment policy, the problems
of functioning and regulation of the labor market is contained in the works
of I. Bessonovoy, N. Vishnevsky, T. Tkachenko, L. Lisogor, E. Libanova,
V. Serdyukova and others. Issues of the development of adult education
in foreign countries are devoted to research 1. Beyul, O. Grishnova,
P. Dysyatova, S. Kovalenko, O. Ogienko, I. Fokina.

Circular economy or circular economy involves the sharing of products
and the purchase of services, not goods. Materials are used several times,
things are designed for a long service life. The material from which
homogeneous goods are made is reused when their service life expires or
at an intermediate stage. The amount of waste in the production and use of
goods is minimized.

The «circular economy» is an industrial system that is restorative in
its intent and design. The idea is that instead of throwing away products
before their value is fully realized, we should use them - not only once, but
also repeatedly. Currently, only a few percentage points of the value of the
original product pays off after use.

Most of the research on the circular economy that has been conducted so
far focuses primarily on business models of resource efficiency. This applies
mainly to the social benefits provided by the transformation from a linear to
a circular economy.

An economy that promotes the reuse and recycling of materials, as well
as extending the life of products, is, by definition, more time consuming
than one based on the philosophy of recycling, ie on linear flows of
resources. The main reason, of course, is that taking care of what has already
been done — through repair, maintenance, modernization, and restoration
— requires more labor than extraction and production combined (often at
highly automated and robotic production sites). Leading countries in the use
of circular economy are presented in tabl. 1.

Another feature of the current level of development of productive forces is
that if land, buildings and equipment, as means of labor, can exist separately
from the worker, the knowledge, competencies, experience, connections,
skills, motivation, values, as means of labor, without man do not exist.
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Table 1
Leading countries in the use of the circular economy in the EU

Country Indicator % of GDP
Finland -68% >75000 >1,5% of GDP
France -66% >500000 >2.5% of GDP
The Netherlands -67% >200000 >2.5% of GDP
Norway -66% >50000 >2% of GDP
Spain -69% >400000 >2% of GDP

Compiled by the author according to the data [7]

We can determine that the specifics of modern productive forces include
two elements:

- means of production of new technologies and innovations (knowledge,
skills, competencies, motivation, values) cannot be separated from their
carrier;

- modern means of production are created by means of thin civilizational
networks (systems of translation of knowledge, competences, values,
modern education, innovative environments).

This specificity is a trend of national economic development, namely:
a necessary condition for technological modernization of the economy are
thin networks of civilization. This defines the requirement that the national
innovation system must meet modern subtle networks of civilization,
promote their development and contain certain forms of social relations in
which it will be possible to use the means of production that are inseparable
from man.

It is clear that the creation of modern technologies in almost any industry
has reached such a level of complexity that the workforce of the same quality
(as the ability to perform specified operations with a certain intensity) is
absolutely impossible to use.

Those who work in the field of innovation need the ability to think
creatively, self-organization skills, a wide range of knowledge, motivation
to continuously learn and improve, the ability to find talented solutions,
work in a team. These abilities cannot be controlled by instructions and
production technologies. And it is these abilities that are becoming the main
means of production in the field of high technology today.

Unfortunately, in Ukraine there are not enough real steps for the
development of the national innovation system, but at the same time there
are some positive components. Strong indicators in the Global Innovation
Index for Ukraine are:

- «Training costs» 18th place,
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- «Coverage of higher education» 10th place,

- «Ease of obtaining a loan» 18th place,

- «Number of patent applications» received by the National Patent Office
19th place,

- «Total cost of computer software» 20th place. It should be noted that
according to the indicator «Number of applications for a utility model»
our country ranks first in the world. Ukraine is also fourth in the indicator
«Employed women with a degree» [7].

Strong indicators are effective incentives and, despite existing barriers,
contribute to the development of an innovative environment. What is an
innovation environment? First, it is a community of people who like to
implement complex projects, ideas, find original solutions, work with the
same people in creative groups. These people are the bearers of a different
type of thinking, namely entrepreneurial, research, and innovation.

So, according to CEO of the American company Apple Cook Tim Cook,
the company buys startups not to increase profits, but to find talented people.
And when a company finds outstanding intellectual property, it acquires it.
Indeed, over the past 28 years, the company has acquired 80 startups and is
using their potential to implement new technologies, improve old services,
and attract strong employees to its team.

Secondly, it is a single space — territorial, educational, communication,
design, ideological, research. This space is dominated by horizontal
connections, which create an opportunity for high mobility of'its participants.
High mobility determines both the great mobility of new ideas and the
intensity of information exchange, and is a particularly important condition
for creating a favorable atmosphere of entrepreneurship. Also, thanks to this
single space and way of life, the productivity of community members is ten
times higher than the productivity of an ordinary employee.

When such a space with such a community of people appears, various
economic agents begin to be attracted to it, the institutions necessary for the
effective realization of productive forces begin to appear, and so on. But not
the other way around. The innovation environment is primary.

Thus, the community of people united by common motives and values,
developing in a single cultural space, forms an innovative environment,
which is a form of social relations that corresponds to the current level of
development of productive forces, and constitutes a national innovation
system.

Recent studies of the development of the innovation process in individual
countries and in the world as a whole show that this process is nonlinear,
spontaneous, multifactorial. The main feature is that its implementation
requires the involvement of modern scientific achievements and educated
workers. This feature is also absolutely necessary, which determines the
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main trends in the process of learning, training and retraining.

The new economic conditions require that educational institutions and
leading companies (businesses) find as many “lines of intersection” as
possible, establish effective cooperation, and implement joint industrial
training projects. Higher education institutions should focus on the
introduction of standards and methods of so-called business education, when
the main educational load is based on the acquisition of knowledge and
skills that can be used to solve specific production (business, technological,
etc.) problems.

In a post-industrial economy, a new phenomenon is gaining ground — a
powerful system of corporate education. Because large companies typically
act as agents for the global innovation system, they need to respond quickly
to the challenges of the competitive environment, including training and
retraining. After all, the management of such companies cannot wait until
“traditional education” understands the challenge and is rebuilt in accordance
with the requirements of the time (this may take years, taking into account
the time of study at the university). In modern conditions, leading companies
that have embarked on the path of value management, are forced to take care
of the development of corporate systems of industrial training in view of the
demands of a particular company or even its divisions.

The modern concept of development distinguishes only those innovations
thatare associated with the renewal of the educational process, with its internal
substantive and functional changes, the transformation into something new.
And in cases of development it is a question of accruing, developed in time
and managed qualitative transformations of the maintenance of training and
educational activity (values, the purposes, system, process, result).

The most important features of the modern process of improving personnel
management is to build trust in the enterprise, which leads to the expansion of
the powers of performers on the ground, encourage dissent, decentralization
and differentiation, change forms of control, namely - its narrowing and
replacement with information. Joint business decision-making contributes
to a comprehensive vision of problems and a holistic approach to human
potential in conjunction with the strategic attitudes of the enterprise. An
atmosphere of mutual trust creates an innovative corporate culture, which
is a mandatory component of the modern personnel management process.

The decisive factor in the socio-economic development of society is also
the current stage of scientific and technological progress, which accelerates
its movement and fundamentally changes the world space, worldview of
mankind, traditional productive forces and productive relations, deeply
affects the human factor, labor organization and more.

Computer information technology is an important part of the modern
economy. Effective use of information makes it possible to maximize
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the efficiency of production, where the main factors are automation and
communication. Today, innovation and investment development requires
electronics, programming, computer modeling, neuroinformatics, laser
technology, nuclear and other energy, electron-ion-plasma technologies,
new materials, nanotechnology, biotechnology, living systems, modern
transport, construction technologies, energy, ecology, etc. [10].

The World Economic Forum in Davos in 2019 identified the main
requirements for future professionals that will affect employment,
professional skills, hiring staff in different industries and different regions [8].
Thus, in the first place is such a skill as a comprehensive multi-level solution
to problems, which indicates a broad worldview of man, his professional
knowledge and atypical thinking. What follows is critical thinking, which
allows a person to question existing rules and change circumstances.

Creativity in a broad sense is important, which allows you to have a non-
standard approach to everything, and, most importantly, to see what is not
yet there. The team approach in the organization of work requires the ability
to manage people, because small creative and production groups will be
created to solve operational problems, which requires both communication
and emotional intelligence. You need the ability to form your own point
of view, make decisions and take responsibility. In today’s fast-changing
world, it is important to immediately switch to different problems, to think
about several tasks at the same time, which is called cognitive flexibility.

According to experts, in historically specific terms the stage of
technological revolution, information, information-technological and the
stage of information-electronic revolution have begun. This revolution
is due to the fact that modern industrial technologies are fundamentally
changing through computer information technology, biotechnology, artificial
intelligence, 3D printers, living systems and more. All these different things
come together and completely new advanced technologies appear, for
which society is not always ready and the attitude to which is not always
adequate. This is a complex, contradictory, insufficiently defined today path
of development of society. We must understand that the process of transition
of human society to a new stage of civilizational development has begun.

Modern avant-garde technologies show fundamental changes in the
development of productive forces, because they are based on radically
different principles of production. These principles, including those related
to the fact that new technologies mimic in some way the actions of the
human brain (computer technology, robotics, neuroinformatics), the actions
of nature (biotechnology, living systems), which fundamentally changes the
understanding of the role of man in modern the world.

Accordingly, the labor intensity of products also decreases tenfold,
but the rate of knowledge intensity of products increases, which requires
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employees not only a certain amount of modern professional knowledge and
continuous self-improvement, but also professional skills and respect for
modern expensive equipment. In addition, these technologies significantly
reduce the duration of the production cycle, because they work around
the clock at maximum speed, which helps reduce production costs and
significantly improve its quality.

Advanced technologies based on processes (biotechnological, electro-
ion-plasma and other processes) are now called machine-free. Such
technologies make it possible to quickly adapt to today’s requirements.
Adaptation of these technologies to constant changes is an important
characteristic, because it allows you to quickly take into account the needs
of both production and people.

Important characteristics of advanced technologies are that they are
carried out in a resource-saving way (based on the use of synthetic and
composite materials); are environmentally friendly (closed production
cycles with secondary use of industrial waste, wastewater treatment); are
reliably controlled for the purpose of achievement of the set quality of
production on the basis of application of achievements of electronics; in the
case of machines require a minimum amount of live labor, and hence labor.

The latter is an example of complex automation with the help of robot
complexes, rotary lines, flexible production systems, modern transport,
energy, where the functions of workers are only control over the functioning
of automatic systems and their adjustment. The main workplace is a
controller with programming skills and a detailed understanding of the
complete algorithm of the whole process.

High technologies radically change the production process, and most
importantly — the place of man in it, because in principle they influence
and change productive relations. These technologies are characterized by
certain features. If they are process-based, then such technologies are almost
machine-free. From the standpoint of the latest technologies, there is a real
liberation of man from the process of direct production and essentially
«uninhabited» technologies are formed.

An enterprise with such technologies should be considered as a self-
organizing system, ie quickly responds to external changes, makes the
necessary calculations, requests necessary or the system itself reconfigures,
does not require human labor, retraining, so readjustment occurs in the
shortest possible time, which gives great savings resources and time. Of
course, the main impetus is made by a person who is then released from the
production process and has only the function of external control. Such new
technologies change the worldview, the whole philosophy of the relationship
between the components of traditional production. This new paradigm
changes the world as a whole, changes the relationship of the components of
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the production process: objects of labor, tools, living labor itself. Realizing
it or not, a person fundamentally influences the very essence of social and
production relations: he takes away such an element as living labor, which
leads to the disappearance of many traditional professions, abandonment of
professional knowledge, dismissal, growth of the labor market, increasing
social instability.

The advanced development of technical and technological components
of modern production, the desire to produce in the shortest possible time
with minimal costs fundamentally new products of the highest quality,
and, most importantly, have time to sell these products while competitive,
make profits, contribute to the formalization of modern production. Such
a production process leads to the alienation of knowledge and information
from their creators and carriers. There is a expulsion of living labor from
the production sphere, which is characterized by deprivation of jobs, loss
of professional experience, increasing negativity to modern «uninhabited»
technologies, exacerbation of social tensions and more.

The new technological era causes new changes in the development of
society, provokes social challenges, destroys labor markets. Technological
innovations lead to a revolutionary breakthrough in efficiency and
productivity. The Fourth Industrial Revolution planned that machines would
communicate with each other without human intervention, and then the
main task of workers in the workplace would be to monitor machines and
computers.

The modern economy is characterized by uncertainty in the areas of
technological development. First, that modern technology is not rigid;
secondly, there are alternative directions and they are based on new research
in the field of basic and applied sciences, where it is impossible to determine
what will give the future innovative effect; thirdly, the development of a
certain technological direction and its efficiency depend on further research
funding and its wide implementation.

Conclusions. Thus, the main components of the concept of modern labor
organization include the following. In the first place is the employee as a
creative person who is able to combine their individuality, professional
knowledge, communication and time requirements. Next is the workplace,
which today must combine the formal and informal components of the
organization of labor itself, is not defined by a rigid link to the place, city,
region, etc., and the emphasis is on professionalism and responsibility. An
important component is the understanding of the complexity of the task,
which is associated with the solution of its individual components belonging
to different industries as a whole, ie to successfully solve the case requires
the employee to have additional powers to combine different tasks into one.
one performer. Employee interest or motivation is a necessary condition
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that allows the widest possible use of the employee’s capabilities and
abilities and encourages him to continuous learning and creativity, ie the
organization of the employee’s work includes, inter alia, self-planning and
self-control based on understanding the content and ultimate goal and the
whole task. It is important to organize the collective work of individuals,
where functionally equal professionally educated people with a sense of
responsibility are united by joint work.

Dominant trends in Ukraine, carried out against the background
of accelerating scientific and technological progress, development of
information and communication technologies, economic globalization,
increasing international competition, determine the special relevance and
importance of innovation-oriented society in the country. The low level
of stimulation of innovative activity of economic entities at the state
level causes a significant lag of the Ukrainian economy from developed
economies, which negatively affected the level of quality of life, economic
stability and security. In recent decades, Ukraine has failed to take
significant steps towards the transition to an innovative model of economic
development. The technological level of industrial production is mainly at
the level of the third order, while developed countries are moving to the
sixth and seventh regimes. This technological gap requires the most radical
action, especially in the context of a significant disproportion in industrial
production, the structure of which has surpassed the primary sector and the
primary processing industry, rather than high-tech processing.
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THREATS TO THE ECONOMIC SECURITY OF THE
COMPANIES IN THE UKRAINIAN AGRI-FOOD SECTOR

Iryna Potapiuk,
Ph. D. in Economics, Associate Professor,
Poltava State Agrarian Academy, Poltava, Ukraine

Currently, the agricultural sector has become a real driver of the national
economy and a guarantor of the economic independence of Ukraine. The
agricultural sector is a specific branch of the state’s economy since its
development has a decisive influence on the living standards of the Ukrainian
people. The dominant feature of agricultural production is the factor that, in
agriculture, the land is basic, irreplaceable, and non-reproducible means of
production. Therefore, the production results depend mostly on land quality,
fertility, and location.

Agri-food sector provides national security of the state in several
ways. Its principal aim is to realize the country’s potential advantages in
global competition for solving the global food, environmental, and energy
problems and thus, strengthen the economic potential and economic might
of the native state. In view of the abovementioned, the economic security
management of agri-food enterprises is not purely economic by its nature
but also implies a social aspect.

In their vast majority, the main tasks of the economic security system of
the entity comprise: protection of legal rights and interests of the enterprise
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and its employees; collection, analysis, data evaluation and prediction of
further events development; study of partners, competitors, consumers,
future employees of the enterprise; timely detection of the possible threats to
the company and its employees from the external environment; preventing
penetration of business intelligence structures of economic competitors,
criminals, and individuals with the unlawful intent; counteraction to
technical penetration with criminal purposes; ensuring the preservation of
material values and information that are a trade secret of the enterprise;
getting the needed information to make the most optimal management
decisions on the strategy and tactics of the enterprise economic activity;
promotion in creating a positive opinion of the company among customers
and business partners; control over the effectiveness of the security system,
improvement of its elements. The well-structured system of economic
security can provide advantageous conditions for the company’s prosperous
development and effective work, can facilitate achieving business goals in
the conditions of fierce competition, and avoid significant economic risks
due to early detection and elimination of threats and dangers [5, p. 96].

While in the early 2000s, all Ukrainian agri-food exports did not exceed
$ 2 billion, today, the agro-industrial complex is a real leader by export
volumes. The revenues from the sales abroad increased nine times, to $ 18.8
billion. Moreover, agro-industrial enterprises provide Ukraine with almost
40 % of foreign exchange earnings.

Daily agricultural exports bring more than $ 51.5 million to the country.
It also has a positive effect on the purchasing power of the Ukrainians.
These funds stimulate the Ukrainian economy. Farmers spent their earnings
to purchase seeds, fertilizers, plant protection products, fuel, machinery,
and spare parts. These funds are used to pay taxes, salaries, and finance
investment projects.

Ukraine remains one of the few countries in the world that still have the
feasibility to increase crop production, increase export potential, and satisfy
global needs in agricultural products. However, to strengthen the national
economy further on, it is necessary to identify the hidden threats to Ukraine’s
agro-industrial complex, neglecting which can hurt every Ukrainian’s wallet
at any moment.

In this respect, it is advisable to monitor at least a few key factors. Firstly,
it is the gross harvest and the quality of the grain grown. For this purpose,
farmers must adhere strictly to agronomic technology and standard terms
of carrying out agricultural works. Much depends on how farmers will
distribute the area between different crops on the eve of sowing and how
many «quintals per hectare» will be included in the plans of yield indicators.

Secondly, it is the cost of production. To increase the efficiency of
agricultural production and the quality of future harvests, companies use
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modern technologies and introduce new methods of caring for winter and
spring crops.

Having analyzed how different components or factors affect the cost of the
cultivated products, using a comprehensive approach, experts substantiate
the importance of making the best or most effective use of these factors
to reduce the cost of production and increase profits from each cultivated
hectare.

Adjusting crop rotation, farmers search for more profitable crops and
their varieties. For example, the share of high-oleic sunflower in the crops
of most Ukrainian agricultural enterprises is still at 5 % rate. In France, the
share of such seeds in the overall structure of sunflower crops is 63-65 %.

This spring, in view of the current market demand for high-oleic
seeds among the confectionery and pharmaceutical industries, which are
willing to pay producers an additional premium, farmers decided to change
significantly the structure of sunflower crops in favor of sunflower hybrids,
high in monounsaturated fats. In 2019, they will make up 62 % of the total
area under the sunflower. And although we do not export these seeds, they
are used in value-added products that are also sold abroad. Fluctuations in
quotations on international stock exchanges for raw materials, including
grain, are difficult for our producers to influence. The price conjuncture
on the world market is one of the most significant risks for the Ukrainian
economy today [6].

Due to its importance and relatively great vulnerability, the agricultural
sector is one of the most regulated sectors in the economies of all countries.
The potency of state regulation of the national economy increases
significantly during the period of crisis and, accordingly, the influence of
the state on the agricultural sector economic development increases.

In Ukraine, the process of reforming the agricultural sector is quite
complicated. Today, ill-considered steps to implement reforms, lack
of a clear strategy have resulted in the difficult financial situation of the
agricultural enterprises in Ukraine, a significant reduction in the number
of farm animals, the loss of the livestock industry, lowering of the living
standards in the rural areas.

At the beginning of the reforms in the agricultural sector, possible risks
of its reforming and their impact on the agricultural enterprises’ activity
were not taken into account or neglected, and the adequate mechanisms for
their elimination were not developed. It was the main reason for the reform
failure [10].

In current economic conditions, the agrarians must take into account the
features of the enterprise’s activity uncertainty factor, possible risks, and
threats to its economic security.

The main threats to the development of the agrarian sector in the crisis
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period, as evidenced by the domestic experience of previous years, emerge,
primarily, due to lowered incomes and, consequently, reduction in solvent
food demand and a narrowing of the national food market. This, in turn,
provokes a decrease in the incomes of producers and even the closure of the
production [8, p. 99].

Agrarian reforms, the formation of market relations, and changes in
the forms of ownership and forms of management significantly increase
the unpredictability of the social-economic processes in agriculture and,
accordingly, heighten the risks impact on the agricultural business. The
influence of macroeconomic decisions on the activity of each agricultural
producer is growing. We can argue that the agrarian reform itself is a risk
factor [2, p. 100].

The Law of Ukraine On Fundamentals of National Security of Ukraine,
when describing the threats to national interests and national security in
the economic sphere, underlines the critical state of the fixed assets in
agro-cultural complex, the irrationality in the agricultural exports, in
which resources of raw materials predominate, the critical state of food
security; in the ecological sphere — significant anthropogenic disturbance
and technogenic congestion of the territory of Ukraine, unreasonable use of
genetically modified plants, organisms, substances, and products made of
them [1].

Analysis of the existing definitions of the nature of the threats to economic
security shows that each of them reflects the danger level for economic
development, which manifests itself in the form of losses, negative impacts,
obstacles on the way to achieving goals, etc. In general, the threat is a
factor that poses a significant danger for the sustainable functioning of the
economic system. Thus, danger and threat are one-order but quantitatively
different concepts. The manifestation of danger in the form of real losses
should be considered as a signal of its possible transformation into a threat
if appropriate measures are not taken. On the one hand, the threats to the
economic security of the state emerge when caused by the factors of general
economic importance (macro-level) and which have negative effects on
most of the economic entities, and thus, endanger economic security at
the national level. On the other hand, they are the factors associated with
impetuous management decisions made by the enterprise administration
(micro-level). Those decisions can bring much harm to the company since
they are ineffective. Threats to economic security may arise in the external to
the enterprise environment and be associated with errors in the development
and implementation of the reforms, with the vague or dubious scientific,
industrial and innovation policy of the state, loss of control over economic
processes, etc. [5, p. 94].

It is important to remember that businesses, counteracting the threats to
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their economic security, must focus their efforts on creating and maintaining
the company’s own security system. The system of a company’s economic
security involves a well-established set of specialized bodies, services, tools,
methods, and measures that protect the vital interests of the enterprise from
internal and external threats [9, p. 99]. The system of economic security
is not ready-made or standard for all enterprises. It is unique for each
enterprise since it depends on the type and peculiar features of its activities,
size, production capacity, existing risks of production, the availability of
secret materials, etc. [5, p. 96].

The security system of the enterprise must be integrated into a single,
more effective whole. It must amalgamate the enterprise’s capacity to ensure
property safety and financial, intellectual, informational, scientific-technical,
and environmental security of the enterprise. In addition, it must operate
strategically and efficiently, which directly depends on the completeness
and clarity of the task scope that the system has to perform.

At agricultural enterprises, the risks arise at all stages of their economic
activities: sowing and keeping crops, harvesting, transportation, operation
of technical means, attracting investment, market infrastructure, hiring
seasonal workers, and in many other cases. In addition, agriculture, unlike
other sectors of the national economy, quite often depends on the factor
of uncertainty or unpredictability emergence. In most cases, it is caused
by natural environmental factors, which influence and determine the final
results of the management efficiency. Therefore, to achieve the appropriate
level of economic security, the economic entity’s managers should take into
account the full range of factors on which the efficient development of the
enterprise in the conditions of fierce competition depends [7, p. 361].

Asignificant risk of agri-food industry development is also the insufficient
quality of many kinds of domestic agricultural and food products, which
harms the development of export activities and reduces the competitiveness
of the Ukrainian foods and foodstuff, even in the national market.

The main threats to the agricultural sector of Ukraine development in
the crisis situation are: the lack of financial resources, reduction of domestic
agro-food demand, increasing price disparity, relative deterioration of the
price situation on the world agri-food market, strengthening international
protectionism in the field of agricultural products trade [8, p. 109].

Timely detection, prevention and counteracting various kinds of
threats that destabilize the enterprise activities and threaten its economic
interests, determining the ways and methods of creating an effective
system of economic security, including the mechanisms and means for its
effective implementation, should become the tasks of top priority for each
enterprise. Theoretical and applied principles of the process of economic
security management of agricultural enterprises as a guarantee and basis
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for their development in a changing market environment require systematic
research [2].

The key findings of the study argue that at any enterprise, there are
always threats that come either from outside or arise inside the company.
The threat is defined as a real probability of some dangerous activity impact,
intentional or unintentional by its nature, which violates the stability of the
enterprise, causing it material and non-material damage.
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The necessity of innovation is more relevant today than ever before. This
is due, firstly, to the need to rebuild the economy after the global financial
crisis, and innovation can be an effective means to achieve this goal, and
secondly, to change the way the economy and society due to modern
technological transformations [1].

According to experts, scientific and technological progress as a source
of economic growth in the near future will provide up to 90 % of the real
increase in production (today it is 65-70 %) [2, p. 89]. Thus, the development
of innovation is extremely important for both enterprises and the economy
of Ukraine, as the development and implementation of innovations allows
Ukrainian producers to compete in both domestic and global markets.

The Law of Ukraine «On Innovation» defines innovation as an activity
aimed at using and commercializing the results of research and development,
launching new products and / or services [3].

A. N. Azrilian, O. B. Kvardakova define innovative activity as “... a type
of activity associated with the transformation of ideas (usually the results of
research and development or other scientific and technical achievements)
into a new or improved product introduced to the market; in a new or
improved technological process used in practice; in a new approach to social
services «[4, p. 222].

According to the Commercial Code of Ukraine, innovation is «the
activity of participants in economic relations, carried out on the basis of
investments to implement long-term scientific and technical programs with
long payback periods and the introduction of new scientific and technical
achievements in production and other spheres of public life» [5].

Other researchers understand innovation as a purposeful activity of
industrial enterprises in the design, creation, development and production of
qualitatively new types of equipment, objects of labor, intellectual property
(patents, licenses, etc.), technologies, as well as the introduction of more
advanced forms of labor organization and production management [6].

External and internal factors have the greatest influence on the innovative
activity of the enterprise (fig. 1).
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Fig. 1. The most significant factors influencing and intensifying
innovation

One of the main indicators, a generalizing indicator for measuring the
level and results of the country’s innovation potential, including mechanical
engineering, is the Global Innovation Index, which reflects the main
components of the innovation potential of countries [9, p. 80].

In 2018, Ukraine rose in the ranking by 7 positions and took 43rd place,
ahead of Thailand and behind Croatia and Greece. And in the group in terms
of below-average income, Ukraine took 1stplace, beating Vietnam. The basis
of Ukrainian innovative competitiveness is human capital and research, as
well as knowledge and research results. Their effective implementation is
the main competitive advantage. However, compared to 2017, Ukraine lost
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2 positions in the sub-index «Human Capital and Research», moving from
41st to 43rd place. This was due to a reduction in education expenditures as
a percentage of GDP (22nd place — 2017, 26th place — 2018) and research
and development costs as a percentage of GDP (54th place — 2017, 62nd
place - 2018) [1].

Weaknesses of Ukraine in terms of innovation in international indices
are: «environmental sustainability», institutions, protection of intellectual
property rights, the state of development of clusters, the development of
broadband Internet, innovation environment.

During the study period, the position of the state in the ranking of
countries has strengthened somewhat, but such dynamics can be indirectly
called «positive» as the number of participants in the ranking decreased by
17 countries in 2018 compared to 2014.

The basis of Ukrainian innovative competitiveness is human capital
and research, as well as knowledge and research results. Their effective
implementation is the main competitive advantage. However, compared to
2017, Ukraine lost

2 positions in the sub-index «Human Capital and Research», moving
from 41st to 43rd place. This was due to a reduction in education costs
interest on GDP (22nd place — 2017, 26th place — 2018) and research and
development costs as a percentage of GDP (54th place — 2017, 62nd place
—2018) [10].

Speaking of innovation, it is important to analyze Bloomberg’s rating of
countries’ innovation development. It evaluates the innovation of economies
on the basis of a number of criteria, such as R&D expenditures in relation to
GDP, productivity, percentage of innovative companies in total enterprises,
number of scientists per million inhabitants, value added of production in
relation to GDP, percentage of freelancers in total graduates educational
institutions and patent activity.

Innovative activity is extremely important for machine-building
enterprises. The machine-building complex is a system of industries, sub-
industries, enterprises and organizations whose activities are related to
the production of means of production and consumer goods. Mechanical
engineering is an extremely complex complex industry that combines
several dozen industries. The most developed of them in Ukraine are heavy
engineering, automotive, agricultural, transport engineering, machine tool,
instrument making, electrical engineering. Today, the enterprises of the
machine-building complex are a large branch of the processing industry of
Ukraine. This industry is the basis of technical and technological progress in
the development of the national economy as a whole [8].

According to Bloomberg, South Korea once again became the leader in
the ranking of the most innovative countries in the world. Germany rose in
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the ranking by two positions and took 2nd place. Finland rose four places to
third place. Switzerland and Israel were also among the top five.
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Fig. 2. Assessment of Ukraine’s position on the components of the Global
Innovation Index

In 2019, Ukraine took 53rd place in the ranking with a total score
of 48.09. A year earlier, our country ranked 46th. This decline is due t
o the weakening of Ukraine’s position on 6 of the seven components of this
index [10].

Most Ukrainian scientists identify such important problems and obstacles
to the innovative development of enterprises as: insufficient amount of
financial resources used by the subjects of innovation; imperfectinfrastructure
of the innovation market; low level of stimulation and programming of
innovative activity by the legislation of Ukraine; insufficient dissemination
of information for innovation actors [11].

The need to overcome the systemic challenges facing the Ukrainian
economy, ensuring sustainable development of the territories require the
formation of new effective mechanisms and forms of interaction between
government and business structures based on the balance of interests and the
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principles of maximizing mutual benefits [13, p. 64].

Intensification of innovation at all levels is relevant for the economy
of Ukraine and only the innovative way of development will ensure the
competitiveness of products and enterprises through constant updating of
equipment and technologies, expanding markets, effective use of scientific

and technological potential and stimulate its growth [6].
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The measures that promote the intensification of innovation should

include:

- stimulating the demand for innovative products, where various programs
for the development of innovative activities in the region should play an
important role. In addition, this will be facilitated by the implementation of
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new forms of territorial organization;

- increasing the efficiency of the knowledge generation sector. These
include the focus of research on the problems of innovative development
of the region through the participation of leading universities in promising
associations, mechanisms to stimulate partnerships between business,
research and educational institutions;

- increasing the efficiency of human resources for innovation. Promising
tools such as «mentoringy» institutes for beginners-innovators, educational
programs for training managers for innovation and others [14, p. 25-26].
Active implementation of innovation processes is a way to bring back
to life traditional types of economic activity. It consists in re-infusion in
them of the driving forces capable to provide competitiveness and to create
new workplaces by means of purposeful development of all technological
bases. It uses a number of technologies. This includes not only electronics,
information technology, flexible automation, new technologies for obtaining,
processing and processing of materials, ways and means of saving energy,
but also the type of organization that better responds to the needs of the
production process and market, reduces costs and eliminates «bottlenecks»
seats [15].

Thus, the development of the Ukrainian economy on an innovative
basis is an extremely important task for the government. Only the rapid
implementation of scientific advances in new technologies and products will
help the state to increase its competitiveness in world markets.
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Mass transition of socio-economic systems to digital economy is possible
only if their territorial and sectoral subsystems achieve a certain level of
informatization and development of information infrastructure, which
guarantees the full vertical and horizontal integration of their structural and
functional elements into a single information space, technical feasibility of
digitization of basic economic processes and the formation of an adequate
institutional environment that determines the rules and regulations of digital
transformation and digital development of socio-economic systems and
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features of behaviour and interaction of economic entities in terms of large-
scale use of digital technologies in all spheres of human life and radical
modernization of communication system.

To describe the processes of formation of the digital economy the term
«digitization» is often used, the essence of which also needs to be clarified.

Digitization in a wide word meaning should be represented as «the
process of implementing digital technologies for generation, processing,
transmission, storage and visualization of data into various fields of human
activity» [7]. As a key difference between the concepts of «digitization»
and «informatization» you can use the breadth of information processes.
Informatization covers the whole range of information processes of social
development, while digitization - only those processes which are connected
with the generation and use of information presented in digital format.
Based on the logic of this concept, digitization can be considered as one of
the stages of the global informatization process. As undeniable advantages
of digital representation of information Plotnikov V.A. highlights:

- increasing the resistance of systems to interference and distortion of
information;

- the ability to minimize costs connected to the implementation of
information procedures;

- the possibility of unification of different organizational, technical-
technological and software-hardware elements and the use of new algorithms
and technologies of information processing;

- increasing the speed of reaction of socio-economic systems to changes
in the environment of their operation [7, 9].

Noting that the formation of the digital economy (digital
transformation) is in progress through the implementation of specific digital
projects, Kupriyanovsky V. P., Dobrynin A. P., Sinyagov S. A. and
Namiot D. E. [5] believe that the teams that develop digital projects should
focus on solving such key tasks as the development of digital development
strategy, the formation of management mechanisms for various types
of digital activities, the development of tools to transform the effects of
realization of digitization projects into operational advantage to provide
sustainable competitive advantages.

During digitization it is important to create a digital institutional
environment of the economy in the form of standards, laws, norms and rules,
one of which is the decision that digital forms of official interaction should
be the first and analog ones the second, including at the interstate level as
well as at the levels of interaction between states and business, citizens and
business, suppliers and customers of goods and services [2, 5, 7].

The occurrence of the effects of the transition to the digital economy
happens as a result of developing a set of digital models of economic reality,
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providing them with relevant measurable information, using innovative
methods of its processing, creating conditions for open access to information
resources and technologies and convenient interfaces to realize information
needs of all economic entities [9].

Different view allows to determine digitization as the saturation of the
physical world with electronic and digital devices, tools, systems and the
establishment of electronic and communication exchange between them,
which actually makes the integrated interaction of virtual and physical
possible, that is creates cyberphysical space. The main purpose of digitization
is to achieve digital transformation of existing and creation of new branches
of the economy, as well as to transform the spheres of life into new more
efficient and modern ones [1].

According to the priority scenario of digitization of the country, the
priority task is to remove legislative, institutional, fiscal and tax and others
barriers that hinder the development of the digital economy. Another
important task is to form motivation for digitization of society, which is
to provide the financial affordability of digital technologies for consumers,
create conditions in various spheres of life to form the needs of citizens and
businesses to use new digital tools instead of the usual, traditional [8].

In general, digitization is an objective stage in the evolution of socio-
economic systems, connected to the mass use of digital technologies, the
implementation of new models of interaction of economic relations subjects,
that objectively determine deep transformations of the socio-economic
development paradigm;

The process of digital transformation covers all socio-economic processes
in society. Therefore, it is one of the most popular research topics at all
levels of management. Despite this, the scientific sphere and the business
community have not yet formed a stable understanding of the essence and
meaning of the concept of «digital development».

At the beginning of the digital transformation, digital development
meant the transition into digital format or the accumulation of traditional
data forms in digital format. This is also one of the directions of digital
development, however, in modern conditions, this concept is much broader.
As business entities at different levels realized all the possibilities of using
digitized data, they began to develop processes for this purpose, and digital
technologies, in turn, began to develop and gain the ability to integrate into
various social and economic business processes quickly.

Digitization and digital development have become processes aimed
at digitizing all the world’s resources (making digital copies) and the
formation of network platforms for interaction, in order to get a predictable
and guaranteed result.

It should also be noted that in the classical sense, the essence of
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development is such movement and change of nature and society, which
facilitates the transition from one quality of state to another, from old to
new. Therefore, development is most often understood as such five essential
categories as increasing the complexity of the system, improving the
adaptability to external conditions; increasing the scope of the phenomenon;
quantitative growth of the economy and qualitative improvement of its
structure; social progress. Since digital development covers both economic
and social objects and phenomena, then its essence must include all
mentioned categories.

So, digital development for modern economic systems acquires another
meaning considering its primary origins (Fig. 1).

tool of gmwth that prorades constaction of digital business modelshy
strnlating sroarth within and outside the main business, identifying and
creating new digital business riodels, ensring long-terrn co mpetittreness

1T

Digital dewel opment ]I
L1 L1
tool of increasing efficiencybased on basis for leading innoreations,
the transformation of the business which is the bazis for the
operating mode] into digital creation of corporate
tec hriologies by optirni zing business incubators and venture capital
processes at all levels and reducing by ide ntifyring perspectte
costs, rational use of existing opportinities for fiutore
commpeteneies and inflastrochore, growth, beforehand creation
transtion of the entie chainof walue of conditions for access to the
creation to digital technologies and latest and addiional
mwoderrization of I'T are hitec ture technologies, etc.

Fig. 1. Features of the essence of digital development for modern
economic systems [formed on the basis of 6]

So, digital development should be understood as radical changes in the
technological system in society, consisting in increasing the complexity
of the relationship of socio-economic system based on increasing size and
depth of penetration of ICT into production and social life of people, that
promote economic growth, qualitative improvement of production factors,
increasing the efficiency of resources use and social progress.
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That is, the result of digital development is the transition from a post-
industrial society to an information society through the formation of a
digital economy and harmonization of the information structure of society
by successive stages of information and communication development [3, 4].
The selection of stages of digital development of the economy and society
points to the dependence of the list of studied characteristics on the level of
digital development:

at the initial stage of formation of sufficient and secure information and
communication infrastructure of digital economy of information society
indicators of availability of means of communication, the Internet, and
accordingly the readiness of business, management system and society to
use ICT, digital platforms, electronic services, «Internet of Things» at least
at the local level are important;

at the secondary stage of digital transformation of the economy and
society, the basic manifestations of digitization results are important,
namely: provision of services in electronic form, virtualization of business,
use of «industrial Internet», intersectoral and regional integration of digital
infrastructures and services;

at the last stage of creation of a single national digital space, the mass
functioning of digital services, the formation of an integrated digital contour
of health care, education, management and service, integrated digital
production and cross-border business space are important [10].

Inparticular, KuzovkovaT. A., Kukharenko E. G. and Salyutina T. Yu. have
identified the next three stages of digital development and the corresponding
criteria for the formation of digital economy of the information society in
most post-Soviet countries (Fig. 2) [6].

This allowed to determine the main directions of digitization and digital
development of modern socio-economic systems:

formation of systems of management of all economic and social
life aspects, which would provide compliance with the requirements of
digitization as a global trend of effective economic development and society;

creation of opportunities for the implementation of the prerequisites for
digitization as favorable conditions that contribute to its positive impact on
economic and social life;

development and implementation of programs of digitization benefits
management;

identification of challenges, threats, problems and possible negative
consequences of digitization, and in order to increase the effectiveness of
the impact of digitization as a trend in the development of world economy
and society - the development and implementation of programs of relevant
risks management.
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Fig. 2. Stages of digital development and formation of the digital
economy of the information society in post-Soviet countries [formed on the

basis of 6]

The implementation of the requirements of digital transformation as a
modern trend of development of economy and society and thus to increasing
the efficiency of their development to some extent corresponds to the
presence of prerequisites for digitization at the state, sectoral levels, as well

Electiorae syetemn of state, wzional and corporatoe
mianagerment. Electronic s rices of medicine,

educ ation, trade, service. Electromc forrn of part of
production processe s, mdustrial Intermet, roboties,
Itite reec foral and regional infegration of digital
nfrastrue tures and services. Regulatory and legal
support of secure dizital business and hf

Developraent of mass functional services with an
ntellectual cornponent. Formation of an infegrated
digital contour of health care, education,
miahagerment. Foruation of inegrated digital
production and cross-border business space.
Chualitative transfornation of production fictors
and labor resources. Forration of a rodel of
rational econoray with prede terrained needs for
goods and srvices and wolurees of resowrces

as at the levels of individual farms and citizens [3].
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PART 2. CURRENT NATIONAL AND GLOBAL
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DEVELOPMENT

DEVELOPMENT OF MEASURES TO INCREASE SERVICE
QUALITY MANAGEMENT EFFICIENCY AT A HOSPITALITY
RELATED ENTERPRISE
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Chief Editor, HOTEL SCHOOL Hotel Management College, Riga, Latvia,
Viktoriia Riashchenko,
Dr.oec., Professor, Director of the study programme
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Riga, Latvia

Introduction. Quality in the tourism and hospitality industry involves
consistent delivery of products and guest services according to expected
standards. Delivering quality service is one of the major challenges the
hospitality managers will be facing in the following years as it is an essential
condition for success in the emerging, keenly competitive, global hospitality
markets (Kapiki, 2012).

The hospitality industry is a broad category of fields within the service
industry that includes lodging, theme parks, event palnning,cruise line,
transportation, and additional fields within the tourism industry (Bureau of
Labor Statistics, 2020).

The primary foundation of the hospitality industry is built upon
customer service, an element shared by each segment of the hospitality
business. Indeed, each segment focuses on delivering some or all facets
of service, which gives entrepreneurs in hospitality a means to generate
profits across a wide range of organizations. While careers in this industry
can be challenging and fast-paced, they offer opportunities to succeed in
management on a global level with prospects for highOlevel education to
help direct an upwardly mobile career path (EHL, 2013).

Apart fromreliance on disposable income and leisure time, here are several
defining aspects that make the industry a success: customer satisfaction,
excellent service, employees’ skills and behaviour, brand loyalty, etc.

Theoretical background. Quality in simple terms is meeting or
exceeding customer expectations. To meet or exceed customer expectations,
organizations must fully understand all service attributes that contribute to
customer value and lead to satisfaction and loyalty (Evans & Lindsay, 2010).
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The International Organization for Standardization (ISO) defines quality
management as “all activities of the overall management function that
determine the quality policy, objectives and responsibilities and implement
them by means such as quality planning, quality control, quality assurance
and quality improvement within the quality system” (International Standard,
Quality Management and Quality Assurance-Vocabulary, 1994). Total
quality management (TQM) is an integrated management approach that
aim to continuously improve the performance of products, processes, and
services to achieve and surpass customer’s expectations (Montasser, 2013).
In the area of hospitality, total quality management (TQM) is a participatory
process that empowers all levels of employees to work in groups in order
to establish guest service expectations and determine the best way to meet
or exceed these expectations (Walker, 2010). To maintain a sustainable
competitive advantage in a rapid changing environment it is important to
adopt and implement TQM process in service industries.

Most of the studies on TQM have been undertaken in the manufacturing
sector and have later spread to service organizations (Gustafsson et al., 2003;
Ronnbick and Witell, 2008). The growth of service industries has resulted
in an increased focus on the implementation of TQM principles in service
organizations and in delivering high-quality service to customers (Schneider
and White, 2004; Ronnback and Witell, 2008).

Tools measuring quality service in the hospitality industry. Delivering
quality service is one of the major challenges the hospitality managers
are facing nowadays. Some of the most well-known models that measure
quality service in the hospitality industry are Gronroos’ (1990) Perceived
Quality Service Model, Parasuraman, Zeithaml & Berry’s (1994) Quality
Service Model, Parasuraman, Zeithaml & Berry’s (Edvardsson et al,
1994) SERVQUAL instrument later known as RATER, The Critical
Incident Technique (CRIT), Just In Time(JIT), etc. Other tools to monitor
quality of products or services and achieve continuous improvement in
the tourism industry include questionnaires, mystery guest technique,
market evaluations, inspection, correction and verification of business
accounts audits, “moments of truth” indicating incidents that led to guest’s
dissatisfaction, direct complaints, self-assessment, benchmarking, etc.

There are also various quality labels for accommodation aimed at
informimg consumers, enabling an informed choice to be made that is
based on some measure of quality; and encouraging investment and quality
improvement by setting a standard that owners seek to reach and maintain
(Kapiki, 2012). Among the others there are the star classification system,
its alternative the AAA (the American Automobile Association) Diamond
program, travel websites with accommodation ratings (e.g. tripadvisor.com),
ISO series of standards, eco-labels, and Leading Quality Assurance quality
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standards. Quality awards can be exemplified by The European foundation
for quality management (EFQM). The Deming Prize (Japan), The Malcolm
Baldrige National Quality Award (the USA), etc.

The Malcolm Balridge Award. The Malcolm Baldrige National Quality
Award is the highest level of national recognition for performance excellence
that a U.S. organization can receive. MBNQA is an award established
by the U.S. Congress in 1987 to raise awareness of quality management
and recognize U.S. companies that have implemented successful quality
management systems. The Baldrige Excellence Framework is the Baldrige
Program’s signature product. The Baldrige framework booklet includes the
Criteria for Performance Excellence, a set of questions that represent the
leading edge of validated leadership and management practice. Through
the Baldrige framework and Criteria, the Baldrige Program provides
global leadership in promoting performance excellence and the learning
and sharing of successful performance practices, principles, and strategies
(NIST, 2020b).

Organizations that apply for the MBNQA are judged by an independent
board of examiners. Recipients are selected based on achievement and
improvement in seven areas, known as the Baldrige Criteria for Performance
Excellence:

1. Leadership: How upper management leads the organization, and how
the organization leads within the community.

2. Strategy: How the organization establishes and plans to implement
strategic directions.

3. Customers: How the organization builds and maintains strong, lasting
relationships with customers.

4. Measurement, analysis, and knowledge management: How the
organization uses data to support key processes and manage performance.

5. Workforce: How the organization empowers and involves its
workforce.

6. Operations: How the organization designs, manages, and improves
key processes.

7. Results: How the organization performs in terms of customer
satisfaction, finances, human resources, supplier and partner performance,
operations,governance and social responsibility, and how the organization
compares to its competitors (ASQ, n.d.).

Research object. For quantitative research quality index is analysed on
the example of “Frenchman’s Creek Beach and Country Club”, the USA,
using the Malcolm Baldrige Award criteria in order to get the numerical data
of quality management level in the hotel.

Located in Palm Beach County, Florida, “Frenchman’s Creek Beach
and Country Club” is a residents-only, year round residential country club
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community set on 2.8 km2 of land. The community contains 606 Florida
luxury homes — 188 custom / million dollar estate homes, 90 villa homes,
291 patio homes and 37 town homes. 95 of these homes are located on deep
water canals offering boating and yachting activities. Home prices range
from $750,000 to over $5 million.

“Frenchman’s Creek” also includes a private ocean-front Beach Club
along with two 18-hole golf courses, 16 tennis courts, deep water anchorage
for boats and yachts, a 6,500 m2 clubhouse, and a stand-alone 1,000 m2
fitness and spa facility exclusively for member use.

Membership in the private club at “Frenchman’s Creek” is limited
exclusively to the 606 residences within the community. “Frenchman’s
Creek” is owned and operated by its equity members, thus establishing each
Member as an owner in part of the common areas, Club and their related
facilities. Membership in this Palm Beach country club is a family-style
membership with golf, tennis and activities intended for use by every
member of the immediate family (Frenchman’s Creek Beach and Country
Club, 2019).

Staff communication policy is the following: Team Contacts occur via
What’s App, which is the general method of communication. All employees
must have the app downloaded.

The weekly staff meeting is held every Saturday from 3pm to 4pm. The
meeting always starts with an outlook of the upcoming ten days and will
further discuss recent events. The meeting might be used for additional
training and employee endorsement. The assigned captain will take meeting
minutes of every meeting and send those to the Sports Bar Manager and
Beach Club GM for revision every Saturday.

Working experience at “Frenchman’s Creek Beach and Country Club”
starts with the 2-week orientation program that includes studies of 19
“Frenchman’s Creek Beach and Country Club” standards, all rules of the
club. Trainees are discussing all benefits and opportunities. HR provides
weekly classes for first-visa trainees such as bartender’s course, classes
about purchasing, tennis lessons etc.

“Frenchman’s Creek Beach and Country Club” has Safety Bingo. Each
day without an accident is extra 1$ for safety pot.

Research results. The Malcolm Balridge Award method uses a nationally
recognized tool to evaluate the quality index (QI). A Baldrige self-assessment
helps organizations assess whether they are developing and deploying a
sound, balanced and systematic approach for running their organization.
Baldrige criteria help the organization to conduct a self-assessment, which
provides a way to evaluate how well the organization is meeting its goals
and objectives. Organizations use it to evaluate their processes and their
impact on results. To begin the exercise, the members of the team should
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read and discuss each of the categories and then, on a “Quality Index Rating
Sheet”, assign a score from 1 to 5 for each category or sub category as
indicated below. It is permissible to assign fractional equivalents, that is 2.5,
3.2, etc. Team members may wish to review the purpose and read through
the categories before actually beginning the exercise. They should agree to
or recognize a common objective, creating a comfortable environment for
reaching consensus throughout the exercise. On the basis of Baldrige Criteria
for Performance Excellence Categories (NIST, 2020a) the corresponding
self-assessment questionnaire has been developed specifically for the
selected country club.

The study intended to explore how the internal customers perceive the
quality services in the hospitality related enterprise (country club), the ways
of service improvement and the importance of quality for the club’s future.
Based on the analysis of the findings, some recommendations for successful
service delivery are suggested

22 people participated in a survey:

- 6 managers

- 8 assistant managers

- 8 food and beverage captains

After calculating the quality index in each category, the following results
were identified:

Category 1 — Leadership (9 % weight).

This category consists of three sub categories and examines primarily
how the senior management creates and sustains a clear, visible quality
value and management system to guide all of the golf club’s activities.

- Answering the question 1.1 “Can you describe what quality means
to your club? Does your office have a formal statement of quality?” 15
employees assigned 4 points that means “All employees/associates know
what the formal statement on quality means to their job and the office”, 7
employees assigned 5 points that means “Formal statement relates to world
class quality results and continuous improvement in processes, systems, and
education”.

- Average evaluation of the quality level researched in the question 1.1
is equal 4.3.

- Answering the question 1.2 “How has the quality policy and/or mission
been deployed or spread throughout the club?” 2 employees assigned 3
points that means “Quality manual and/or policy statements about quality
are distributed to the entire office”, 9 employees assigned 4 points that means
“Workshops and/or seminars are routinely conducted on quality procedures
and policy”, 11 employees assigned 5 points that means “Quality policy is
deployed as to engender direction, commitment of people and integration of
separate activities”.
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- Average evolution of the quality level researched in the question 1.2 is
equal 4.4.

- Answering the question 1.3 “Describe the club manager’s leadership,
personal involvement, and visibility through communication (speeches,
publications, interviews) of quality inside and outside the club to the
community, region state, and national organizations” 9 employees assigned
4 points that means “Supports participative management within the entire
club and implements the suggestion of quality circle groups. Is a cheerleader
inside the club and he/she monitors the progress and improvement of groups”,
13 employees assigned 5 points that means “Recognized as a leader outside
the club for instituting quality”.

- Average evaluation of the quality level researched in the questions 1.3
is equal 4.6.

- Average evaluation of the Category 1 “Leadership” is 4.4.

Category 2 — Information and Analysis (8 % weight).

This category examines the scope, validity, use, and management of data
and information that underlie the club’s total quality system. Adequacy of
data and information supports a prevention-based quality approach using
management by fact.

This is a key approach to Total Quality Improvement. Too often data and
information systems are isolated, accessibility limited, and communication
uncoordinated, even non-existent. In such environments individuals may
not be aware that they have less than adequate information. Their analysis,
then, of quality issues — even those related to this category — suffers.

- Answering the question 2.1 “In what areas (such as accounting, sales,
number of errors, time for delivering a service, etc.) do you have data to
illustrate quality trends by function and/or process” 2 employees assigned 3
points that means “Use of statistical methods to monitor critical processes
and systems”, 17 employees assigned 4 points that means “Cost of quality
(COQ) analysis data available for all to examine”, 3 employees assigned
5 points that means “All staff collect and analyze statistical data and use a
total quality improvement process cycle to increase the quality of product/
service produced”.

- Average evaluation of the quality level researched on the question 2.1
is equal 4.0.

- Average evaluation of the Category 2 “Information and Analysis” is 4.4

Category 3 — Strategic Quality Planning (6 % weight)

This category examines the club’s planning process in order to meet its
short and long-term goals and to achieve or sustain a leadership position

- Answering the question 3.1 “Summarize the club’s specific principal
quality goals, objectives, and plans for the short term (1-2 years) and longer
term (3-5 years)” 16 employees assigned 4 points that means “Management
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by policy deployment where all employees/associates have quality work
plans related to the mission of the golf club”, 6 employees assigned 5
points that means “All objectives of the club key on achieving World Class
capabilities in quality related performance”.

- Average evaluation of the quality level researched on the question 3.1
is equal 4.3.

- Answering the question 3.2 “How do you plan for innovation?” 1
employee assigned 4 points that means “Everyone challenged to constantly
to come forth with new ideas”, 24 employees assigned 5 points that means
“Innovation is part of the club’s culture”.

- Average evaluation of the quality level researched on the question 3.2
is equal 5.

- Average evaluation of the Category 3 “Strategic Quality Planning” is
4.6

Category 4 — Human Resource Development and Management (15 %
weight)

This category examines the effort of the club to develop and utilize the
full potential of the work force for quality and to maintain an environment
conductive to full participation, continuous improvement, and personal
growth.

- Answering the question 4.1 “What are the key strategies for increasing
the effectiveness, productivity, and participation of all employees?” 2
employees assigned 3 points that means “Participative management which
involves working on processes and systems”, 19 employees assigned 4
points that means “Participative management which empowers employees/
associates to make many decisions on-the-spot”, 1 employee assigned
5 points that means “General manager is supportive of the efforts of
empowered employees/associates. TGIF means “Thank God it’s Fun” to
work here, that is employee morale is high”.

- Average evaluation of the quality level researched on the question 4.1
is equal 4.0.

- Answering the question 4.2 “Describe how the club educates the
employees & associates in the TQI processes” all survey participants
assigned 5 points that means “Keystone to all training is based on the
continuous improvement of all personnel”.

- Average evaluation of the quality level researched on the question 4.2
is equal 5.

- Answering the question 4.3 “What percentage of the current employees/
associates have ever received education in total quality improvement
concepts?” all survey participants assigned 4 points that means “61 to
90 %”.

- Average evaluation of the quality level researched on the question 4.3
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is equal 4.

- Answering the question 4.4 “Describe how the club positively
reinforces employees/associates for contributions to quality improvement
(such as recognition of teams, awards, etc.)” 8 employees assigned 4
points that means “Commendations and other non-monetary rewards that
are dispensed by the judgment of the manager but has the input of at least
two or more people in the evaluation process”, 14 employees assigned 5
points that means “Team recognition and incentives for efforts based on the
improvement of the processes and systems where the club manager’s role
was to support the efforts of the team”.

- Average evaluation of the quality level researched on the question 4.4
is equal 4.6.

- Answering the question 4.5 “What has the club done to ensure the quality
of work life, to maintain a supportive work environment, and to empower
all levels to actively participate?” 4 employees assigned 4 points that means
“Participative management with all being involved”, 18 employees assigned
5 points that means “Upside down pyramid where the club manager’s role
is to be a leader and to support the value added work and the personnel
performing that work™.

- Average evaluation of the quality level researched on the question 4.5
is equal 4.,8.

- Average evaluation of the Category 4 “Human Resource Development
and Management” is 4.5.

Category 5 — Management of Process Quality (14 % weight).

This category examines the club’s systematic approach to productive
quality services based primarily upon processes and systems, including
control of procured materials, equipment, and services. There are four
subcategories which address quality assurance of services. This category
often challenges traditional conceptions of what golf clubs do.

- Answering the question 5.1 “How does your club define processes such
as reducing waste and what preventive measures is it taking to improve the
processes?” 5 employees assigned 4 points that means “Process orientation
regarding “waste” is considered such as time, steps, complexity, and
scheduling and considers both internal and external costs”, 17 employees
assigned 5 points that means “““Waste is recognized as a result of poor
processes and systems and includes all aspects including the educational
processes; ongoing efforts utilizing work group teams are employed
routinely”.

- Average evaluation of the quality level researched on the question 5.1
is equal 4.8.

- Answering the question 5.2 “How does your club bring about
improvements in quality to those supplying goods and services?”” 1 employee
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assigned 3 points that means “Suppliers items and services are required to
show quality control capabilities, otherwise stringent specifications are
written for the suppliers and are adhered to by the club”, 14 employees
assigned 4 points that means “Club has identified that the suppliers have
process oriented quality improvement capabilities”, 7 employees assigned 5
points that means ” Club has an active partnership with suppliers to set and
improve quality and delivery. There is also combined training between the
club and suppliers”.

- Average evaluation of the quality level researched on the question 5.2
is equal 4.3.

- Answering the question 5.3 “How does your club evaluate the quality
of products and services of your external people and organizations that
provide you goods and services?” all survey participants assigned 5 points
that means “Partnership and total performance teams in areas of quality and
on-time delivery. Suppliers are expected to improve continuously”.

- Average evaluation of the quality level researched on the question 5.3
is equal 5.

- Answering the question 5.4 “How does your club evaluate the quality
of products and services of those internal people that provide services
inside your organization?” 4 employees assigned 3 points that means “Each
person tracks his/her own quality indicators”, 12 employees assigned 4
points that means “Club has a culture that recognizes internal customer
supplier relationship”, 4 employees assigned 5 points that means” Club has
a total quality improvement approach where the club manager audits the
performance of the processes and systems supporting the mission of the
club”.

- Average evaluation of the quality level researched on the question 5.4
is equal 4.

- Average evaluation of the Category 5 “Management of Process Quality”
is 4.5.

Category 6 — Quality and Operational Results (18 % weight).

This category examines quality improvement based upon objective
measures derived from customer requirements/expectations analysis and
from operations analysis. Also examined are current quality levels in relation
to those of competing golf clubs.

- Answering the question 6.1 “Construct a graph(s) showing key
improvement data in your product and/or services, for example, the number
of workshops requested by employees over the past five years, the increase
in sales, occupancy rate of your dining facilities, etc. over the past five
years” 3 employees assigned 4 points that means “Field intelligence data
are gathered by the manager and associates and are valuated in graphical
form”, 19 employees assigned 5 points that means “Information related to
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the mission and strategic quality objectives are regularly used and are posted
in graphical form throughout the club for all to see”.

- Average evaluation of the quality level researched on the question 6.1
is equal 4.9.

- Answering the question 6.2 “Briefly describe one or two continuous
improvement project(s) which have led to the results in 6.1” 2 employees
assigned 3 points that means “Standard committees are appointed by club
to address such issues as sales, cost of advertising, number of telephone
calls, etc.”, 14 employees assigned 4 points that means “Mandatory
project teams are routinely appointed by club manager to study areas
needing improvement; manager almost always implements the team’s
recommendations”, 6 employees assigned 5 points that means ” Mandatory
project teams are appointed by manager to study issues related to quality
and value added work that have measurable results. The main work, using
quality tools and methods, is done by associates. (It is common for such
places to have quality stories)”.

- Average evaluation of the quality level researched on the question 6.2
is equal 4.2.

- Answering the question 6.3 “Please describe how you compare yourself
with other clubs within or outside of your service area (benchmarking)” 3
employees assigned 2 points that means “Standard accounting information
such as profits, return on assets, number of rounds of golf played per week,
etc.”, 19 employees assigned 3 points that means “Passive collection and
analysis of data from outside sources, such as previous customers”.

- Average evaluation of the quality level researched on the question 6.3
is equal 2.9.

- Answering the question 6.4 “Describe the results of innovation, such
as the improvements seen in the services” 11 employees assigned 4 points
that means “Innovation is rewarded regardless of immediate results”, 11
employees assigned 5 points that means “Innovation is part of the club’s
culture and is encouraged for long-term survival”.

- Average evaluation of the quality level researched on the question 6.4
is equal 4.5.

- Average evaluation of the Category 6 “Quality and Operational Results”
is4.1.

Category 7 — Customer Focus and Satisfaction (30% weight).

This category examines the club’s knowledge of the customer, the overall
customer service system, and the ability to meet the customer’s requirements
and expectations.

- Answering the question 7.1 “How does your club determine who your
external customers are and their satisfaction level?”” 9 employees assigned 1
point that means “Club has no formal collection systems to measure external
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customer satisfaction. All information is “hearsay” such as sales are doing
OK so we must be OK”, 11 employees assigned 2 points that means “A
complaint follow-up process in place”, 2 employees assigned 3 points that
means “A formal complaint handling system is in place and it provides
feedback to appropriate areas. Complaints are treated as “special causes™.

- Average evaluation of the quality level researched on the question 7.1
is equal 1.7.

- Answering the question 7.2 “How do you determine who your internal
customers are and their satisfaction level?” 15 employees assigned 2 points
that means “Communication of satisfaction is channeled mainly through
management hierarchy”, 3 employees assigned 3 points that means “Teams
are deployed routinely in order to determine satisfaction through surveys”,
4 employees assigned 4 points that means” Teams are deployed routinely to
determine satisfaction through surveys then a TQI process, such as the P-D-
C-A cycle, is used to improve the internal customer-supplier relationship”.

- Average evaluation of the quality level researched on the question 7.2
is equal 2.5.

- Answering the question 7.3 “In what functional areas, processes, or
systems does your club have defined, measurable service quality criteria?”
18 employees assigned 3 points that means “Manager measures at least 50
% of the services”, 4 employees assigned 4 points that means “Manager and
employees measure at least 50 % of the services”.

- Average evaluation of the quality level researched on the question 7.3
is equal 3.2.

- Answering the question 7.4 “What methods does your club use to
determine customer satisfaction?”” 4 employees assigned 2 points that means
“Some tracking of passively gathered data”, 12 employees assigned 3 points
that means “Regular tracking of passively gathered data”, 6 employees
assigned 4 points that means “Active accumulation and analysis of data in
areas of customer satisfaction”.

- Average evaluation of the quality level researched on the question 7.4
is equal 3.1.

- Answering the question 7.5 “Summarize trends in customer satisfaction
and list measurements your club has in specific areas” 12 employees
assigned 3 points that means “Specific measurable data are available through
external sources showing increasing customer satisfaction with the club”,
10 employees assigned 4 points that means “The club constantly produces
statistically valid questionnaires and mails them to various groups in order
to determine trends”.

- Average evaluation of the quality level researched on the question 7.5
is equal 3.5.

- Answering the question 7.6 “What does your club do that significantly
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promotes continuous improvement to increase customer satisfaction?” 8
employees assigned 2 points that means “Quality successes are recognized
through awards, certificates, etc.”, 14 employees assigned 4 points that
means “The club has previously undergone TQI and TQM training and has
shown improvement”.

- Average evaluation of the quality level researched on the question 7.6
is equal 3.3.

- Average evaluation of the Category 7 “Customer Focus and Satisfaction”
is 2.8, which is the lowest evaluation between all 7 categories.

- Main reasons of the poor performance of the category “Customer Focus
and Satisfaction” mentioned by the club’s management are:

" “Not all employees know who the club’s external customer is”

- “More attention is paid to internal customers”

" “No formal system to measure customer satisfaction exist”

* “Not all departments of the club are measuring the quality level and
customer satisfaction level”

© “Only managers team is working on customer satisfaction level
increase”

Total Quality Index is calculated the following way:

1. Leadership

Total/3 x 0.09 =0.396

2. Information and Analysis

Total x 0.08 = 0.32

3. Strategic Quality Planning

Total/2 x 0.06 =0.276

4. Human Resource Development and Management

Total/5 x 0.15=0.675

5. Management of Process Quality

Total/4 x 0.14 =0.63

6. Quality and Operational Results

Total/4 x 0.18 =0.738

7. Customer Focus and Satisfaction

Total/6 x 0.30 = 0.84

Quality Index = Sum of Weighted Totals from 1.0 to 7.0 = 3.875

In the aforementioned rating and scoring procedure the following
categories are suggested (tabl.1):

In the final analysis of the quality index of the “Frenchman’s Creek
Beach and Country Club” using the Malcolm Baldrige Award criteria we can
conclude that company’s quality index is 3.9 and means that “Frenchman’s
Creek Beach and Country Club” has a progress toward TQI.

However,

The category with the lowest evaluation from the “Frenchman’s Creek
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Beach and Country Club” management team is “Customer Focus and
Satisfaction”.

Table 1
Quality Index Categories and their Description
Quality Category Description
Index
0.0-29 1 Substantial Improvement in TQI Required
3.0-34 1I Commitment Toward TQI
35-39 I Progress Toward TQI
4.0-5.0 v Achievement of TQI

Main reasons of the poor performance of the category “Customer Focus
and Satisfaction” mentioned by the club’s management are:

Not all employees know who the club’s external customer is

More attention is paid to internal customers

No formal system to measure customer satisfaction exist

Not all departments of the club are measuring the quality level and
customer satisfaction level

Only managers team is working on customer satisfaction level increase

Category “Customer Focus and Satisfaction” is important: it is assigned
a total of 30 % out of the possible 100 %. It addresses the following core
values and concepts that are important in the relationships with customers:

Customer-driven quality means that the acceptable quality level of the
club’s service is determined by customers, not by the club. The customers
are not only members, but also employees, and the guest who frequent the
facility.

Continuous improvement means that the club continually involves

customers as partners in every design factor of the club and its activities.

Full participation means that all employees work together to achieve
quality competencies and productivity so that the club’s related services
meets the needs of all customers.

Lon-range outlook means that all employees are continuously looking
for ways to introduce innovation into the club.

Recommendations. The following measures can be suggested:

- Collect quantitative, measurable data on customer satisfaction

* Compare “Frenchman’s Creek Beach and Country Club” strengths to
those of competitors

- Highlight the problems that must be correct immediately

- Describe action plans for the future

- Highlight plans to perform more benchmarking based on the results of
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tests from professional organizations, third-party consultants, and survey
done by professional organizations.

- Describe plans to move towards a prevention-based system.

Below is presented action plan for “Frenchman’s Creek Beach and
Country Club” based on author’s own observations and managements team
discussions in order to increase customer satisfaction level of the club.

Action plan:

Management team

1. Communication process

Maintaining a steady dialogue among the club’s staff, management,
board, and members at large is critical. Given the broad and ever-growing
methods of communication, it is important to be strategic. The best clubs
have learned what mix of newsletter, email, and website communication
works for their members. Specialty electronic newsletters from the golf pro
and tennis pro create engagement and help personalize the club.

In order to make sure all employees of the club are aware about the
customers’ satisfaction level, management team needs to ensure that they
provide enough information.

- “Frenchman’s Creek Beach and Country Club” has weekly managers’
meetings and daily departments’ meetings (for office employees, managers
and assistant managers). In order to make sure all employees know most
recently members’ complaints and requests, management team needs to
conduct weekly meetings for the whole department team. It will help to
share the information with each other and implement the action plan for
improvement.

2. Implementation of the customer satisfaction level measurement system

Special customer satisfaction level measurement system needs to
be implemented at “Frenchman’s Creek Beach and Country Club”. For
example, customer satisfaction surveys. Before and after any events in the
club, such as Thanksgiving dinner, Christmas Eve dinner, Member-Guest
Golf day, tennis tournaments etc., special surveys need to be sent to members
in order to find out their opinion and improvement suggestions. This option
can be offered on the website or personalized emails can be sent. Besides,
as club’s guests have no special access to the “Frenchman’s Creek” website,
there should be an option to leave a “guest review”. It will help to track the
situation of external customers’ satisfaction level.

3. Advanced training - obtaining a diploma.

In order to develop the professional skills of the staff, the club management
can introduce special qualification courses in the hotel business. As an
example, it can be Bartender License, Mixology Certification, Alcoholic
Beverage and Controlled Subs, Wine Certificate, Food Hygiene Certificate.
A representative from the company can be invited to the club for educational
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purposes and the subsequent issuance of a diploma on advanced training
for staff. Interested employees can apply for and receive a certificate of
completion of a training course in just a few academic hours (depends on
the type and level of certificate).

Other employees

1. All standards are to be energized by all employees

2. Teamwork and “lateral service” should be practiced to create a positive
work environment. Effective teamwork requires 3 things:

- Knowledge and understanding of one’s own job and the ability to do
your job completely and thoroughly;

- Understanding of all other jobs in the department and a willingness to
do a task which is normally someone else’s responsibility;

- Communication. For employees it is necessary to pay attention to what
is going on around them and have an eye the colleagues to see if they need
help.

4. 3 steps of service shall be practiced by all employees, i.e. warm and
friendly welcome, anticipation of member’s needs, and fond farewell.

5. Any employee who receives a member complaint has to take immediate
action to correct the complaint. Regardless of the situation, discretion is
important. In all cases, the manager should be notified. Argueing with a
member, as well as ignoring a complaint are inadmissible. Employees should
never become overly friendly with a member. Asking personal questions or
telling personal problems is not appropriate, particularly if they are work
related.

6. Positive attitude should be maintained. Saying “NO” should be
avoided. Proper and professional judgment should be used.

7. All employees needs to be knowledgeable of club information to
answer members’ inquiries.

8. Taking care of the assets of the club is the responsibility of every
employee.

Below there is the table showing supposed costs for the improvement
methods (tabl. 2).

Conclusion. The indication of the quality index of the “Frenchman’s
Creek Beach and Country Club” using the Malcolm Baldrige Award criteria
helped to determine the correctness of the hypothesis of the project: the
higher the quality management level at “Frenchman’s Creek Beach and
Country Club” the better the club’s members’ satisfaction and business
performance. In order to provide high quality customer service and improve
quality management of the enterprise, following steps have been offered:

‘The staff should organize the correct working relations and
communication process between the departments (horizontal, vertical and
facilitating communication).
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Table 2

Costs of “Frenchman's Creek Beach and Country Club” quality
management improvement program

Action Cost Notes
Weekly  department | Free Each department needs to choose
meetings Working hours of [ the convenient day of the week
employees needs to be|and time for weekly meetings.

taken into account (to avoid
overtime payments etc.)

Management team needs to have
a prepared reports and agenda for
the meeting.

Customer satisfaction | Free Marketing and IT departments
surveys need to introduce a plan of online-
surveys implementation.
Qualification courses | Example:
Bartender Certification | Courses are offered by “ABC
— $39.99 per person. | Bartending School”.

Additional payment for a
lecturer/instructor can be

Working schedule needs to be
done in accordance to the amount

Online: $500

Classroom: $850

AWC - Advanced Wine
Certificate (48h total)
Online: $1000

Classroom: $1450
Additional payment for a
lecturer/instructor can be
applied.

applied. of people attending the class.
IWC — Intermediate Wine | Courses are offered by The
Certificate (24h total) International Sommelier Guild.

Working schedule needs to be
done in accordance to the amount
of people attending the class.

Food Hygiene Certificate
Level 1 — Food Safety
Awareness

Online: $25

Level 2 — Food Hygiene &
Safety

Online: $30

Level 3 — Supervising Food
Safety

Online: $130

Courses are offered by “High
Speed Training” company.
Working schedule needs to be
done in accordance to the amount
of people attending the class.

Total

$137725.00 - $24°300.00

Average number of participants is
15 per course
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- Management team needs to implement special customer satisfaction
level measurement system for members and their guests in order to track
their satisfaction level and preferences

- Special continuing education courses for employees needs to be
implemented

- Practice teamwork and “lateral service” to create a positive work
environment.

- Employees need to know how to take immediate action to correct
member’s complaint.

All mentioned above actions will help to minimize members’ complaints
and increase quality management level of the company.
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In the conditions of practical absence of financing by the state of programs
of stimulation of accumulation of energy efficiency, construction of new
strategy of energy saving in the budgetary sphere is actualized. Experts’
calculations show that if the current level of energy efficiency is maintained,
Ukraine has no prospects for its state development [ 1]. Creating a program to
optimize the procedure of energy audit, equipment, materials, technologies
today is of great importance not only for educational institutions but also for
the economy of Ukraine as a whole.

The study and analysis of research on energy saving in the budget
sphere show that the decisive factor in the quality and effectiveness of the
educational process is influenced not only by the cost of training, but also
comfortable conditions. Given that most institutions were built decades ago,
many educational buildings have an outdated heat supply system with high
heat losses and are not energy efficient. The location of the elements of the
central heating system does not provide its high efficiency, there are no heat
supply control systems. Priorities of financing and direction of investments
in energy efficiency of budget buildings should be aimed at reconstruction
and modernization of the heat and electricity supply system. But new
construction must be carried out taking into account modern technologies.

Speaking of financing instruments, it is important to identify the main
methods and levers for building a new energy saving strategy in the budget
sphere. The development and introduction of clear selection criteria, tools
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and indicators is being updated to ensure that only sustainable projects
receive funding from the state and the European Investment Bank (EIB).
Scientists O. Larichev, Y. Lysenko, G. Kulakov,

J. Martino, A. Marshall, P. Nikitenko, B. Santo, R. Summers, D. Sakhal,
V. Chizhova [2-6]. White and others solved the problem of choosing and
building a new energy saving strategy.

It is worth noting that the work on the aspect of inventing mechanisms for
introducing clear selection criteria, tools and indicators is relevant, because
existing approaches to assessing the country’s energy efficiency potential
do not take into account all possible and potential factors of influence. The
main motivators for inventing mechanisms to stimulate the implementation
of energy saving measures, rules and mechanisms for their regulation in the
budget sphere are financial independence and autonomy of organizations.
Creating a more accessible education system capable of meeting the
demands of Ukrainian society will have a positive impact on the economic
security of the state and ensure social responsibility.

According to the World Energy Council (WEC), the International
Energy Agency (IEA), the World Wind Energy Association (WWEA)
and other international organizations, advanced technology is one of the
main conditions for improving energy efficiency and a source of potential
economic growth. The European Union has set a goal for each country to
increase the energy efficiency of new buildings in order to reduce resource
consumption. Each state was invited to develop its own rules. For example,
the Czech Republic seeks to build the most energy efficient Class A and
B buildings. The European Commission’s assessment of Hungary suggests
that EU financial instruments such as the European Fund for Strategic
Investments (EFSI) and the Emissions Trading Scheme (ETS) can be used
for targeted energy savings investments. as well as to increase the energy
efficiency of buildings and transport.

European countries are creating new platforms for optimizing energy
efficiency processes through the introduction of information programs and
the use of IT technologies.

For example, since 2015, a virtual merger into an autonomous association
of owners of small private solar power plants has been being tested in
Germany. Information and communication technologies allow you to fully
control the entire system, both external and internal.

Among the strengths of the virtual association management system are
the following:

- database of members of the platform in free access for potential
customers;

- rapid determination of geographical location, which has a positive
effect on the quality of logistics;
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- projected volume of production and lack of electricity in both micro
and macro distribution of resources;

- the most accurate calculation of quantitative and qualitative indicators
for satisfaction both inside and outside the network;

- fully automated control of the entire system using software;

- transparent mechanisms for financing and regulating the entire system.

Speaking of associations of owners of solar power plants, I want to say
that the United States occupies an important place in the world community.
Thus, in support of the development of alternative energy sources in the
United States, the implementation of Solar Gardens projects was regulated
at the legislative and legal level. The regulatory framework protects not only
the interests of investors, but also encourages investors to invest money in
solar panels instead of a pension insurance fund.

The work of Solar Gardens projects in all states is coordinated by the
Solar Gardens Institute. Information and communication technologies allow
members of Solar Gardens project corporations to freely track and respond
to any fluctuations in project movements (production volumes, maintenance
costs, savings after the sale of generated solar energy, etc.).

A clear example of the use of new energy technologies is Japan.
Following the oil crisis amid political instability in the Middle East, Japan
has reached the world’s highest energy efficiency standards in virtually
all industries. Interesting in terms of the impact of the energy efficiency
of the municipal sector is the incentive mechanism — investment incentive
programs have been launched throughout the country when energy prices
were high. The government and the population have joined forces to use
new energy technologies and high—efficiency energy systems. To this day,
Japan continues to make efforts to develop and disseminate such energy—
saving technologies. Due to the need for a clearer understanding of the
situation, the energy performance requirements of buildings are reviewed
and strengthened every 2-3 years according to a long—term plan and
climatic, economic and cultural characteristics.

It is worth noting that the European Parliament has adopted a number of
directives being developed by the European Commission aimed at improving
energy efficiency. To achieve world standards, each state must ensure the
creation at the national level of a basis for improving the energy efficiency
of residential and public buildings with the establishment of a number of
quantitative indicators of energy consumption and energy efficiency for:
newly constructed buildings; existing buildings; engineering systems of
buildings; building materials and structures [7].

World practices encourage the use of budget organizations of funds
intended for the payment of fuel and energy resources and saved from the
introduction of energy—saving equipment and materials, up to 50 percent, for
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their targeted needs. According to the European Commission, the building
as a whole accounts for about 40 % of world energy consumption. It should
be noted that two thirds of the energy consumed for the operation of heating,
ventilation and air conditioning systems can be reduced by 30 % in the
case of cost-effective measures. For this reason, energy efficiency should
be increased and the latest heating, air conditioning and control systems,
etc. should be introduced. Also, since the formation of pricing policy in
the education sector is directly affected by the gross costs of utilities, it
is necessary to note the unhealthy competition between educational
institutions, which arose due to the average cost of training the applicant.
There is a contradiction between the indicators (integrated index, which
contains three complex components: the index of quality of scientific and
pedagogical potential, the index of quality of education and the index of
international recognition) and the cost of educational services.

The growth of energy efficiency in our country is possible due to the
implementation of scientifically sound, systematic and programmatically
and legally supported energy efficiency policy [8]. It should be noted that
in terms of gaining experience in building a new energy efficiency strategy
in the budget sphere, EU practice is important for our country. In world
practice, various tools are used to improve energy efficiency, in particular,
government regulation of energy efficiency, the introduction of financial
incentives and the provision of appropriate benefits to encourage and
implement information programs [8]. One of the most common forms of
state incentives for energy saving and energy efficiency in the EU is the
introduction of incentive pricing and taxation of energy resources, incentives
for investment in energy efficiency, tax support measures.

Analyzing the practice of developed countries, it is advisable to introduce
new technologies and trends in the field of energy for our country. It is worth
noting that a necessary condition for the implementation of renewable
energy projects is the readiness of universities to solve significant systemic
and even ideological problems of energy conservation.

In addition, with the full liberalization of the energy market through the
use of new energy technologies will lead to a real competitive environment
to meet the needs of educational services at the lowest minimum cost
(economic and social). In our opinion, this is one of the stimulating factors
necessary for the fulfillment of our tasks.

Therefore, the accumulated sufficient experience in stimulating energy
efficiency projects in the public sector will reduce the period of wasteful
energy use of developed countries and obtain significant economic and
social benefits (reduce utility costs and the average cost of training per
student, provide comfortable conditions and increase competitiveness of
educational institutions).
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The agri-food market has many relationships with the external
environment, including related industries, competitors and consumers
from almost all over the world, suppliers of fixed and current assets,
financial institutions. This economy’s sector also affects and changes the
environment. With growing population, the demand for agri-food products
is growing. Therefore, the leading market players are trying to increase
agricultural production to meet existing demand, while ensuring high
economic efficiency.

Development of the world market and the economies of most countries
have been characterized by the presence of significant structural changes that
manifest themselves in various spheres of the economy. In general, modern
transformation processes are caused by the growing role of globalization,
which covers various directions of development and interaction of subjects
and objects of socio-economic and environmental relations. Under the
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conditions of the economy globalization, new tendencies of social and
economic development are being formed. Growth of population, changing
structure and culture of consumption are an impetus for both quantitative and
qualitative indicators. There arises a need for a comprehensive assessment
of'the level of the countries socio-economic development in order to identify
the factors and components of an effective globalization development.
Leading global institutions use different approaches and indicators to carry
out such an assessment, however, they do not cover the entire spectrum
of the development factors. Therefore, the issue of conducting researches
to substantiate the optimal methodology for assessing the socio-economic
development of the countries of the world is relevant [8].

The agricultural market continues to operate under an economic crisis
conditional. Agricultural and food products are in demand despite the
decline in economic activity, inflation, unemployment, structural changes.
However, the agri-food market is extremely sensitive to any fluctuations,
as this sector of the economy interacts with many other components of the
national economy.

Now the world economy is in economic crisis. This crisis differs from
others in that this situation is due to an unpredictable factor covid-19, which
exacerbated existing socio-economic problems and created new ones.
Under such conditions, the situation in the agricultural and agri-food market
changes quite quickly and becomes unpredictable and unbalanced. Based
on these conditionals, the research of supply and demand in the agricultural
market under conditions of economic instability and crisis is extremely
relevant and timely.

The problems of agri-food market development under economy’s
globalization and agri-food market components have been considered
by many authors, for example, Meyer J., Glazer R., Cicia G., Colantuoni
F., Teresa D.G., Pascucci S., Huan Dong, Benjamin Campbell, Adam N.
Rabinowitz [1-3, 6, §].

The agri-food market development can be viewed from different angles.
However, in our opinion, today, economic, marketing, environmental
components are the main components in the formation of the agri-food
market (Fig. 1).

The leading role of the environmental factor can be traced in the research
of such scientists as Huan Dong, Benjamin Campbell, Adam N. Rabinowitz.
They consider that nowadays, consumers have become increasingly aware
of their local food system as a result of concerning about health and
nutrition, food safety and sustainability, and local economic development.
This transitional shift from global to direct-to-consumer farm operations
has increased the demand for locally produced foods. As an alternative,
community supported agriculture (CSA), a direct and sustainable food
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channel, has gained tremendous popularity in the US [2].
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Fig. 1. Ecology, economy and marketing components of agricultural
market

The leading role of the environmental factor can be traced in the research
of such scientists as Huan Dong, Benjamin Campbell, Adam N. Rabinowitz.
They consider that nowadays, consumers have become increasingly aware
of their local food system as a result of concerning about health and
nutrition, food safety and sustainability, and local economic development.
This transitional shift from global to direct-to-consumer farm operations
has increased the demand for locally produced foods. As an alternative,
community supported agriculture (CSA), a direct and sustainable food
channel, has gained tremendous popularity in the US [2].
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Regarding marketing, according to the Marketing Science Institute
(1999), one of the pressing priorities in marketing is to identify marketing
activities for building relationships and to quantify the effectiveness of
customer loyalty initiatives [4].

To analyze the agri-food market in terms of marketing, it is necessary to
consider not a calendar but a marketing year.

A marketing year is a period of one year (or sometimes less), designated
for reporting and (or) analysis of production, marketing and disposition of a
commodity. (Disposition of an agricultural crop might include such uses as
food, animal feed, industry, seed, and export, as well as changes in stocks)
Because of year-to-year fluctuations in production, much marketing and
disposition of some commodities may reflect production that occurred during
a previous calendar year. For this reason, analysis is often facilitated if the
marketing year for a crop commences at about the time of harvest. However,
world markets or other factors may also influence choice of beginning date
for the marketing year for some commodities in some countries. Especially
in the case of certain perishable fresh fruits and vegetables, the marketing
year may be less than a full year in length, because economic activity of
interest for reporting and analysis may be concluded within just a few
months [5, 7, 9] (tabl. 1).

Table 1
Crop marketing years in various nations

Cultures Characteristic

The marketing year commences April 1 for Japan, June 1 for the United
Wheat States, July 1 for the European Union and New Zealand, August 1 for
Canada and October 1 for Australia

The marketing year commences April 1 for Japan, July 1 for the
European Union and New Zealand, August 1 for Canada and October 1
for Australia. The US marketing year commences June 1 for barley and
oats and September 1 for corn (maize) for grain and sorghum for grain.

Coarse grains

The marketing year commences April 1 for Japan, July 1 for the
European Union and New Zealand, August 1 for Canada and October 1
for Australia. The US marketing year begins June 1 for canola (rapeseed),
and September 1 for soybeans and sunflower seed.

Oilseed

The marketing year commences April 1 for Japan and Australia, August 1
Rice for the United States, September 1 for the European Union, October 1 for
Mexico, November 1 for Korea and January 1 for other countries.

It has been seen that marketing year is different in terms of countries an
cultures.

Commodity marketing years in the United States differs from other
countries: January 1: cattle, sheep, lambs, wool, mohair, milk, turkeys, honey,
cauliflower, celery, lettuce, onions, strawberries, sweet corn, tomatoes: May
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1 hay; June 1: barley, oats, wheat; July 1: canola, flax seed, apples (fresh);
August 1: cotton, peanuts, rice; September 1: corn for grain, sorghum for
grain, soybeans, sweet potatoes, hops; December 1: broilers, eggs, hogs.
For some of the above commodities, the marketing year in some US states
differs from that for the US as whole [9] For several other commodities,
notably some perishable fruits and vegetables and some tobacco categories,
the marketing year for the US and (or) for various US states is less than a
12-month period [5, 7, 9].
Thus, the situation in the agri-food market can be analyzed according to
the data for the marketing year (tabl. 2).
Table 2
The world market of main agricultural cultural, 2011/12-2020/21
marketing years, min. tonn

Endin World
Marketing years| Produ-ction | Supply Utilization Trade & | stock-to-
stocks .
USC [a[ (0]
World cereal market
2011/12 23576 20271 23210 22,5 597.0 25,6
2012/13 23179 91 23322 18,2 5940 243
2013/14 25575 1515 24491 63,7 673.6 0,9
2014/15 26079 281.5 25078 770 770,77 2
2015716 25837 3539 2550,5 93.0 797.8 5
2016/17 2661,8 459.6 26135 406,6 4.0 1,9
2017718 2696,9 5409 26495 22,7 4.7 3.0
2018/19 26487 533 20778 104 1,9 2.4
2019/20 27109 582 2689 4237 2.7 2.5
2020/21 2780,5 663 2732 4330 26,8 2.9
2020/21 to
2011/12, % 117.9 1254 1177 1343 1552 X
World wheat market
2011/12 699.0 02 49,2 203.9 29,9
2012/13 638.6 8625 6824 43,6 185 20
2013/14 7153 901,1 6922 594 200 8
2014715 7352 35,6 7082 56,6 228 ]
2015716 7372 65,9 7170 67,5 2432 3
2016/17 7649 08,0 737 76,9 267.0 0.1
2017718 7616 28.5 739 774 2881 3.4
2018719 732.1 20,2 751 08,2 2719 5.9
2019/20 7622 34,1 7575 75,1 2762 6.6
26 002%1 7583 34,5 7543 77,5 2803 6.3
to
2011/12. % 108.5 114,7 108,8 119,0 137,5 X
rld coarse grain market
2011 178,6 10,9 63,7 3 246.6 20,9
2012 1744 21 80,7 3 2462 193
2013 351,6 597.8 76,6 58.8 301.7 23.0
2014 ]2 084 12.8 i 08,3 274
2015716 57 725 437 84,1 2.7 277
2016/17 400 3.1 82,1 81,3 404, 28,6
2017/18 436 0 4131 96,8 4203 29,5
2018/19 4103 [ 426 98.1 4154 29,1
2019/20 448 1 5 429 03.7 4231 28,8
2020/21 13.5 36,6 468 207.9 464.6 30,5
2020/21 to 128.4 1373 125.9 156,7 188.4 X
2011/12, %
World rice market
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2011/12 480,0 609,0 462,0 40,6 46,6 1.2
2012/13 484 9 6315 469,1 40,2 62,1 3.7
2013/14 490,6 652,6 480,2 45,5 71,6 S
2014715 490,1 661,6 486,8 451 73,6 S
2015716 488.6 662,2 490,3 414 72

2016/17 496.5 668,35 4941 48 4 73

2017/18 499 6723 4973 485 i 3
2018/19 [ 682,35 4999 44 1 84,6 6
2019/20 500 685,2 02,0 449 8 [
2(2) 002%1 S08,7 692,1 510,0 47,6 8 S

to

2011/12. % 106,0 113,6 110,4 117,3 1242 X

Source: summarized by authors by [10]

The cereal market is growing significantly due to the increasing demand
for this product due to the population increasing in the world. The volume
of cereal production in the 2020/2021 marketing year, according to forecast
data, will be 2780.5 million tons, which is 422.9 million tons, or 17.9 %
more than in 2011/12. Due to last year’s balances, the supply of this type
of agricultural products in 2020/2021 will amount to 3663.3 million tons,
which is 741.2 million tons, or 25.4 %, more than in 2011/2012. World wheat
market, coarse grain market and World rice market have been also increases.

Regarding international trade, then during the study period each
year there is a positive balance. Inventories of products are significantly
increasing, which in 2020/2021 amounted to 32.9 %, while in 2011/12 this
figure was 25.6 %. The main exporters of cereals, including wheat, are
Argentina, Australia, Canada, the EU, Kazakhstan, Russia, Ukraine and the
United States. The agricultural policy of these countries and their supply
and consumption of agricultural products determines the state of the world
market.

Consequently, the agricultural market is the basis of the agri-food
market and has all the hallmarks of a classic market, complemented by the
sectoral characteristics of the agricultural sector. Conjuncture is one of the
main features of market relations, which characterizes the market situation,
formed on the basis of the ratio of supply and demand. The state of the
market situation can be used to draw conclusions about the stages of the life
cycle of goods, market participants, industries, price equilibrium.

The agricultural sector is a leading sphere that provides economic
security and development of other socio-economic systems’ components.
The situation in the agricultural market is formed under the influence of
general and specific factors. For modeling the future balance of supply
and demand, structural changes in the economy, competitors, marketing
strategies, positions of major market players, public policy, including
protectionism, quotas, certification, standardization, exchange rates, and
organizational and economic aspects, should be taken into account.

General trends characterizing the world situation in the agricultural market
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indicate a significant increase in the supply of agricultural products with a
corresponding increase in consumption. International trade in agricultural
products is reviving, despite the crisis and the general economic downturn,
new players are entering the world agricultural market. Marketing, economic
and ecology components have become the most important for agricultural
market development.

References:

1. Cicia, G., Colantuoni, F., Teresa, D., & Pascucci, S. (2011). Community
supported agriculture in the urban fringe: empirical evidence for project
feasibility in the metropolitan area of Naples (Italy). International Journal
on Food System Dynamics, 2(3), 326-339.

2. Dong, H., Campbell, B., Rabinowitz, A. (2019). Factors impacting
producer marketing through community supported agriculture. PLoS ONE,
14(7)

3. Glazer, R. (1991). Marketing in an information-intensive environment:
strategic implications of knowledge as an asset. Journal of Marketing, 55(4),
1-19.

4. Marketing Science Institute (1999). Research: The 1998-2000.
Research Priorities. [ONLINE]. Available at: http://www.msi.org/msi/resO1.
htm. [Accessed 19 June 2020]

5. Marketing year. [ONLINE]. Available at: https://en.wikipedia.
org/wiki/Marketing_year#:~:text=A%?20marketing%20year%20i1s%20
a,well%20as%20changes%20in%?20stocks.) [Accessed 19 June 2020]

6. Meyer, J. (2012). Community supported agriculture: a strategic
analysis of the market and a competency-based strategic plan. A plan B
Research Paper Submitted to Michigan State University, Department of
Agriculture, Food and Resource Economics.

7. OECD-FAO Agricultural Outlook 2007-2016. [ONLINE]. Available
at: http://www.oecd.org/tad/agricultural-trade/38893266.pdf [Accessed 22
June 2020]

8. Samoilyk, Iu., Bilan, Yu., Nitsenko, V. (2017) Conceptual modeling
of agri-food market development under economy’s globalization. Naukovyi
Visnyk Polissia, 3(11), 1, 54-61.

9. United States Department of Agriculture. 2009. Agricultural prices
2008 summary. [ONLINE]. Available at: http://usda.mannlib.cornell.edu/
usda/current/AgriPricSu/AgriPricSu-08-05-2009.pdf [Accessed 28 June
2020]

10. World Food Situation. [ONLINE]. Available at: http://www.fao.org.
[Accessed 24 June 2020]

107



ORGANIZATION OF AGRIBUSINESS INSURANCE COVERAGE

Olena Sova,
Ph.D. in Economics, Associate Professor,
National University of Life and Environmental Sciences of Ukraine,
Kyiv, Ukraine

Introduction. Agriculture is a priority for many countries, and plays
an important role in the structure of national economy. Agro-industrial
complex (AIC) is one of the most risky sectors of the economy, as the annual
reproductive process in it is associated with natural and climatic factors.
Natural conditions objectively contain a factor of unpredictability, which
makes the amount of harvest unpredictable, causing fluctuations in prices
for agricultural products. And this determines the risk of not receiving the
planned income of agricultural producers.

Using the insurance system to minimize agricultural risks is becoming
an effective tool for the state and the private sector, contributing to the
development of the industry.

In the developed countries insurance is an effective protection system
of property interests of households and enterprises, one of the options to
ensure the fulfillment of financial obligations of agricultural producers to
contractors.

To ensure the stability of development and regulation of the agricultural
market in the world and used insurance protection of agricultural production
as an effective way to cover losses of the industry through pre-formed by
insurance companies reserves for future payments. The objective need to
involve insurers in agriculture arises due to insufficient capacity of both
the state and the market to ensure the mobility of financial resources of
economic entities.

Research results. The agricultural insurance market is a system governed
by the ratio of demand from buyers-insurers for services and the supply
of sellers-insurance organizations to provide insurance protection. Between
them there is an exchange and transfer of information, means and services,
that is on the basis of interaction various signs are shown and disappear.

Thus, the demand for insurance services is determined by two main
factors: the need for insurance as an element of risk management of a business
entity or individual, as well as the purchasing power of policyholders, which
allows to meet the demand for insurance by purchasing insurance services.

At the same time, the main sources of risks in the agricultural sector are:
failure to obtain the planned harvest, variability in prices for agricultural
products, technological change, legal, social and human factors.

Agricultural insurance is the main and most important tool for risk
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management. International experience offers two fundamentally different
models of agricultural insurance: the private model (European model)
and the model based on public-private partnership (American model) [11,
p. 574].

In the private model, the state does not participate in the management of
risks of agricultural production, but only exercises general supervision over
the activities of the insurance market. Countries with a purely private model
of agricultural insurance are, in particular, Sweden and Australia.

As such a model promotes a minimum of interference in business
activities, there are no special bodies for the implementation of agricultural
insurance policy and special policy instruments in these countries. But the
insurance protection of farmers is minimal. This is mainly insurance against
certain risks — hail and fire, and insurance against many risks (multi-risk) is
not present. The state saves money on financing and administration of state
programs. But if catastrophic losses occur, it makes direct compensation
payments to farmers.

Public-private partnership provides that the state, in addition to general
supervision, participates in the management of risks of agricultural
production, giving farmers the opportunity to receive protection from
systemic risks.

This model offers a wide range of insurance products and cheaper
insurance premiums. The state bears the costs associated with the operation
of the system (administrative, insurance subsidy and, if necessary, to cover
part of the catastrophic losses). However, direct catastrophic payments are
not made. At the same time, government expenditures to cover catastrophic
losses through state reinsurance programs are less than expenditures on
direct catastrophic payments.

The countries where the model of agro-insurance based on the principle
of public-private partnership has been introduced are, first of all, the USA
and Canada. Spain (the system has existed since the 1980) and Turkey (since
2006) are the most prominent on the European continent.

The need for state support for agricultural insurance is felt, first of all, by
those countries in which large-scale grain production is developed and for
which the agro-industrial complex is a strategically important sector of the
economy with significant export potential. Ukraine is such a country.

The success of the American model of agricultural insurance is evidenced
by the following indicators. From 1994 to 2015, the number of agricultural
insurance contracts here increased 2.1 times. If in 1994 33% of agricultural
land was insured, in 2015 — 86%. Insurance payments during this time
increased 10 times from 601.1 million US dollars to more than 6 billion. In
2002, 358 crops were insured under the federal insurance program, in 2007
—427,1in 2012 — 507, and in 2017 their number reached 551 [4].
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The model of public-private partnership provides special tools. First of
all, we are talking about joint corporate governance of the system by the
state and private business; subsidizing the insurance premium in order to
reduce its cost; state reinsurance of catastrophic risks.

Figure 1 shows the benefits of public-private partnership for the
agricultural sector of Ukraine.

Potential benefits of public-private partnership in AIC

Expansion of credit and subsidy systems with

o
- complemerntary (private) funding
- Inereasing competitiveness and implementing
immovations in the agricoultoral sector
Irteraction between fattrier s, insyance compardes and
= the state, which saves titn e and resoutrces,

teduces of costs and risks

> [tmorrati on system functions and innovation motors

= Contribution to econnmic growth

Source: compiled by the author based on the [3; 13]
Fig. 1. The main advantages of the agricultural insurance model, based
on the principle of public-private partnership

With the introduction of the model of public-private partnership in
agricultural insurance in Ukraine, agricultural producers will receive a wide
range of affordable insurance products, which will allow them to more
effectively manage their production risks. This will have other positive
consequences for the economy.

First, agricultural entrepreneurship will receive a strong incentive,
because weather risk insurance stimulates the use of the latest production
technologies. Second, the insurance sector of the economy will recover
due to the expansion of the agricultural insurance market. For example, in
Turkey in the first year after the introduction of the system, the amount of
collected insurance premiums increased 16 times, and from 2006 to 2015 —
174 times [14].

Ukraine already has some achievements in the field of agricultural
insurance, which may be a prerequisite for creating such a system. A
database of yields of major crops for 35 years has been formed. There
is special legislation [2; 6; 7]. Since 2009, insurance products have been
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developed in Ukraine according to international standards.

There are also obstacles. First of all, the low quality of public
administration, which casts doubt on the possibility of developing a new
effective system with the participation of the state. And the limitations of
public finances, which in the near future could be directed to the development
of this system.

Agricultural risk insurance remains the only effective tool that can not
only cover the losses incurred by the agricultural business due to weather
conditions, but also ensure its sustainable development. According to the
project manager of the Project for the Development of Agricultural Sector
Financing in Europe and Central Asia from IFC, in the structure of the
cost of production of winter wheat seeds account for 11%, plant protection
products — 15%, fertilizers — 19%, land lease — 14 %, for other expenses —
41%, of which for insurance — 4-7% [10].

The International Finance Corporation (IFC) is part of the World Bank
Group and is the largest global development institution, focusing exclusively
on the private sector in developing countries [5].

Using products and services directly from IFC, as well as products and
services from other World Bank Group institutions, Project Managers offer
clients solutions with maximum positive impact on business development by
overcoming financial, operational and political-economic difficulties with
financial potential, technical knowledge, global experience and innovative
thinking.

Atthis stage of economic development, insurance in Ukraine’s agriculture
cannot function as a self-developing system. It is advisable to further state
support in terms of the formation and development of insurance in this area
of the economy. Unfortunately, the development of a truly effective risk
management mechanism in agriculture is impossible without state support.

State support for agricultural insurance in Ukraine today is theoretically
enshrined in the form of providing from the state budget to agricultural
producers of funds in the form of subsidies to reimburse part of the insurance
payment actually paid by them under agricultural insurance contracts.

Officials regularly try to find a way to solve the problem of effective
and transparent subsidies, but so far they have not been able to invent a
truly effective tool for support and subsidies. And since 2013, subsidies to
farmers from the state are not provided.

Ukraine has the potential for further development of the market of
insurance services in the agricultural sector. However, one of the significant
obstacles to increasing the market of insurance services in the agricultural
sector is the distrust of agricultural producers to insurance companies.

The current state of insurance business in Ukraine is evidenced by the
growing assets of insurance companies (tabl. 1). As we can see in Table 1, the
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number of insurance companies in Ukraine has been steadily declining over
the last 5 years. This trend can be explained by the strengthening of capital
requirements for insurers, to their solvency ratios. Companies that are able
to ensure the appropriate level of asset quality, capitalization and financial
stability will remain in the insurance market. Indicative is the fact that with
the reduction in the number of insurers, the volume of assets increases: for
the period from 2016 to 2019, assets increased by 22.5%.

Table 1
Number of insurance companies in Ukraine and size of their assets
Year
Ne Indicator
2015 2016 | 2017 | 2018 2019
1 The tota.l number of insurance 361 310 294 281 233
companies (IC)
1.1 including IC «non-life» 312 271 261 251 210
1.2 including IC «life» 49 39 33 30 23
) Amount of assets,
UAH billion
total assets according to the
2.1 Jorm 1 (AP(S) 2) 60,73 50,08 | 57,38 | 63,49 | 63,87
assets for the presentation
of funds insurance reserves
2.2 in accordance with the | 36,42 35,07 | 36,08 | 40,67 44,61
methodology
Law «On insurancey

Source: compiled by the author based on the [8]

As of April 1, 2019, 64 insurance companies have a license to conduct
insurance activities in the form of voluntary insurance of agricultural
products. But only 14 insurance companies in Ukraine publish statistics of
insurance in the agro-industrial complex.

Agriculture in Ukraine has significant economic potential, as 3/4 of the
land is used in the agricultural sector, advancing the industry to one of the
first places in the strategic directions of Ukraine’s development.

It will be recalled that the total area of agricultural land in Ukraine
is 42.7 million hectares (70% of the country’s territory). A quarter of
agricultural land was never distributed, remaining on the balance of the
state. Accordingly, as of 2018, state and municipal property has 10.5 million
hectares of agricultural land (26%), of which 3.2 million hectares are in
permanent use of state enterprises, 2.5 million hectares — in stock, and the
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rest — for rent [15].

The main task of the insurance system in the agricultural sector is to
create such conditions for its effective functioning that will allow market
participants to act as follows:

1) society — in the face of the state to obtain sustainable agricultural
production and create a guarantee of food security of the country; to form a
strong basis for insurance in rural areas; create a competitive environment
in the insurance sector of the economy;

2) insurers-producers — with acceptable amounts of insurance premiums
to be able to receive timely compensation payments in case of insured
events; thanks to the insurance system to solve their financial problems — to
form insurance reserves, to use the guarantees of the insurance organization
when obtaining loans, etc.;

3) insurance companies — to fulfill their mission in the occupied insurance
field and receive a stable amount of profit from their business.

The agricultural sector of the agro-industrial complex of Ukraine is one
of the main industries, which is profitable (tabl. 2). Products are constantly
exported to dozens of countries around the world, as quality and pricing
policies contribute to the opening of new markets. These are both public and
private contracts between different companies.

The level of profitability of operating activities of agricultural, forestry
and fisheries enterprises in 2018 amounted to 17.9%. This figure is the
lowest since 2014.

In terms of net profit among enterprises by type of economic activity,
the agro-industrial complex of Ukraine in 2017 and 2019 lost the leading
position in industry and trade, in the remaining years the agro-industrial
sector took first place.

The percentage of insurance penetration into Ukraine’s agriculture is
small —only 3-5%, while in Canada, the United States and Europe, this figure
exceeds 60%. In Austria, the level of coverage of agricultural insurance is
78%, in Germany — 43%, the Czech Republic — 35%, etc. [16, p. 82].

The experience of the domestic insurance system demonstrates the
following main problems in the development of insurance in agriculture:

- in full sown areas are not subject to insurance due to lack of financial
security or late contracts;

- unavailability of high-quality reliable data on the agricultural market;

- there is not enough competition in the market that would force insurance
companies to work in the field of agricultural insurance, where there are
increased risks and the minimum possible income;

- lack of an orderly set of complementary organizational and management
tools, the synergistic effect of which is aimed at protecting agricultural
enterprises from external and internal threats;
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Table 2
Indicators of enterprises’s activities in Ukraine

Year

Ne Indicator

2015 2016 2017 2018 2019

Net profit (loss),
I UAH billion -3735 | 29,7 | 1817 | 2932 | 5292
11 incl. agriculture, forestry and 102.8 90.6 68.9 67.4 %05
fishery

5 The share of profitable 88.4 87,7 86.2 %62 .0

enterprises in the AIC, %

The level of profitability of
3 | operational activity of the 45,6 37,3 22,7 17,9 18,7
agricultural enterprises, %

The volume of sold products of

enterprises, UAH billion 5159,0 | 6237,5 | 7707,9 | 8239,8 | 9121,2

incl. agriculture, forestry and
fishery
Source: compiled by the author based on the [12]

4.1 362,3 | 403,6 | 4544 | 4969 | 5388

- insurance in the agricultural sector of Ukraine is still not an attractive
business due to non-transparent cooperation schemes of participants in
insurance relations;

- theoretical tasks and goals of such organizations as the Agrarian
Insurance Pool and the Agrarian Fund of Ukraine do not correlate in practice
with the use of mechanisms to assist farmers in their efforts to preserve
crops;

- limited choice of insurance schemes that can satisty different categories
of manufacturers.

To overcome the above problems in the development of agricultural
insurance, measures are needed to stimulate the accelerated growth of the
agricultural insurance market, namely:

- adaptation and implementation of insurance schemes tested in other
countries and proved their viability in conditions similar to the conditions of
Ukraine (for example, insurance schemes based on the precipitation index);

- possibility of introducing index (parametric) insurance;

- improvement of methods of notifying insurers of the occurrence of
an insured event by developing a network of meteorological stations for
monitoring agro-meteorological conditions;

- expanding the list of risks covered by compulsory insurance for
common agricultural activities;

- stimulating the creation of mutual insurance companies with the
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simultaneous development of a mechanism for state regulation of their
activities.

Agricultural insurance in Ukraine today is mainly carried out in the
field of crop production. The year in agricultural insurance is considered
as underwriting, and covers 2 agricultural seasons: insurance of winter
field crops for the winter, actually sown in the previous calendar year, and
insurance in the spring-summer of this year.

Usually farmers are insured against weather risks. We are talking about
drought, hurricane, downpours, floods, frosts, hail, etc. And this is due to the
fact that such natural disasters mostly lead to the death of crops. According to
the head of the IFC Program «Development of financing of the agricultural
sector in Europe and Central Asiay», the negative impact of weather risks
accounts for 58%. For comparison, plant deaths due to diseases account for
17%., due to the predominance of weeds — 14%, due to pests — 10% [9].

Let’s turn to the analysis of statistical data for 2014-2018 on the
basis of reports of insurance companies. If 2016 was the first year when
the agricultural insurance market showed a recovery after a long period
of contraction, 2017-2018 continued this trend, extending it to more
indicators (tabl. 3).

In 2018, the trend of increasing the number of concluded insurance
contracts continues: growth, compared to 2017, amounted to 26%. The
largest number of agreements was concluded in Dnipropetrovsk (125) and
Kirovohrad (108) regions.

The volume of collected insurance premiums in the national currency
has been growing for the fourth year in a row, in particular, in 2018 the
indicator increased by 2.2% and amounted to UAH 208.8 million. However,
the volume of insurance premiums in dollar equivalent decreased slightly
(7, USD 4 million, which is 3.9% less than in 2017) due to the devaluation
of the hryvnia. In terms of the volume of collected premiums, the top three
regions of Ukraine are as follows: Kherson (UAH 23.8 million, or 11.4%),
Dnipropetrovsk (UAH 22.6 million, or 10.8%), Poltava (19.3 million). UAH
million, or 9.2%).

In 2018, the insured area of agricultural crops increased significantly.
The growth was mainly due to the insurance of winter wheat, as well as
winter rape and sunflower and, to a lesser extent, spring wheat and sugar
beet.

The average insurance premium rate for the entire underwriting year was
3.1%, in particular, 3.6% for the winter period and 3.0% for the spring-
summer period [1].

The market uses a small set of insurance products, there is no full-fledged
risk insurance for the spring-summer period, in particular, such a systemic
risk as drought is not covered. In general, the agricultural insurance market
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needs to strengthen the government’s systemic efforts to develop it, in
particular, improve regulation and provide systemic support to this sector.

Table 3
Indicators of crop insurance in Ukraine for 2014-2018
Year

Ne Indicator

2015 2016 2017 2018 2019
Net profit (loss),
L. UAH billion -373,5 | 29,7 181,7 | 2932 | 529,2
11 incl. agriculture, forestry and 102.8 90,6 68.9 67.4 90.5
fishery

) The share of profitable $8.4 87,7 86,2 86,2 82.9

enterprises in the AIC, %

The level of profitability of
3 | operational activity of the 45,6 37,3 22,7 17,9 18,7
agricultural enterprises, %

The volume of sold products of

enterprises, UAH billion 5159,0 6237,5 | 7707,9 | 8239,8 | 9121, 2

incl. agriculture, forestry and
Sishery
Source: compiled by the author based on the [1]

4.1 362,3 | 403,6 | 4544 496,9 538,8

Most contracts in 2018 were concluded for winter wheat insurance
(614 contracts, or 50.9%). In second place is winter rape (307 contracts,
or 25.4%). In 2018, compared to 2017, the number of insurance contracts
for winter barley (by 66.7%, from 24 to 40 contracts) and winter wheat
(by 35.5%, from 453 to 614 contracts) and some winter rapeseed increased
significantly (by 27.4%, from 241 to 307 contracts) (fig. 2).

The volume of collected insurance premiums in the national currency
has been growing for the fourth year in a row, in particular, in 2018 the
indicator increased by 2.2% and amounted to UAH 208.8 million. However,
the volume of insurance premiums in dollar equivalent decreased slightly
(7, USD 4 million, which is 3.9% less than in 2017) due to the devaluation
of the hryvnia. In terms of the volume of collected premiums, the top three
regions of Ukraine are as follows: Kherson (UAH 23.8 million, or 11.4%),
Dnipropetrovsk (UAH 22.6 million, or 10.8%), Poltava (19.3 million). UAH
million, or 9.2%).

In 2018, the insured area of agricultural crops increased significantly.
The growth was mainly due to the insurance of winter wheat, as well as
winter rape and sunflower and, to a lesser extent, spring wheat and sugar
beet.
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The average insurance premium rate for the entire underwriting year was
3.1%, in particular, 3.6% for the winter period and 3.0% for the spring-
summer period [1].

The market uses a small set of insurance products, there is no full-fledged
risk insurance for the spring-summer period, in particular, such a systemic
risk as drought is not covered. In general, the agricultural insurance market
needs to strengthen the government’s systemic efforts to develop it, in
particular, improve regulation and provide systemic support to this sector.

Most contracts in 2018 were concluded for winter wheat insurance
(614 contracts, or 50.9%). In second place is winter rape (307 contracts, or
25.4%).

In 2018, compared to 2017, the number of insurance contracts for winter
barley (by 66.7%, from 24 to 40 contracts) and winter wheat (by 35.5%,
from 453 to 614 contracts) and some winter rapeseed increased significantly
(by 27.4%, from 241 to 307 contracts) (Fig. 2).
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Fig. 2. Generalized indicators of insurance of agricultural crops in 2018

In 2018, compared to 2017, the volume of insured areas under winter
wheat (by 297.6 thousand hectares), winter rape (by 26.8 thousand hectares),
sunflower (by 14.5 thousand hectares) increased, spring wheat (3.3 thousand
hectares) and sugar beets (1.4 thousand hectares). At the same time, the
insured area under corn (by 11.1 thousand hectares), winter barley (by 0.9
thousand hectares) and winter rye (by 3.4 thousand hectares) decreased [1].

Most of all insurance premiums collected from the market were collected
under winter wheat insurance contracts (UAH 134.1 million, or 64.2%).
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In 2018, compared to 2017, the volume of insurance premiums collected
under insurance contracts for winter (wheat, rapeseed, barley), sunflower and
sugar beet increased. At the same time, the amount of insurance premiums
collected under corn and winter rye insurance contracts decreased.

The volume of insurance liability for agricultural crops was distributed
in 2018 as follows: the priority is occupied by winter wheat insurance
contracts (UAH 3.811 billion, or 57.1%), followed by: corn (UAH
1.043 billion, or 15.6%) , winter rape (UAH 727.7 million, or 10.9%),
sunflower (UAH 565.7 million, or 8.5%), sugar beets (UAH 189.5 million, or
2, 8%), vineyards (UAH 95.8 million, or 1.4%) and spring wheat (UAH
76.7 million, or 1.2%) [1].

Insurance in agriculture has certain features. The insurance contract
provides for technological conditions: compliance with deadlines, application
of herbicides, fertilizers, frequency of harvesting. To this end, farmers are
required to provide technological maps, certificates of application of mineral
fertilizers. Representatives of insurance companies monitor compliance with
the technology. Taking such measures, on the one hand, enables insurance
companies to avoid unjustified insurance indemnity payments and increases
the technological discipline of agricultural producers. But a large number of
conditions under which the insurance company will not reimburse losses,
sometimes gives it the opportunity to find formal reasons not to make
insurance payments.

Conclusions. In the current economic environment, any agricultural
enterprise is in conditions of fierce competition and a situation of uncertainty,
unpredictability and risk. Management decisions in the field of economic
security of agricultural enterprises are influenced by changes in external
economic conditions, including the legal field, socio-political situation in the
country, relations with other market participants, etc., as well as a number of
financial, economic, environmental, social, organizational nature.

According to the results of the study, the following proposals can be made
for the development of agricultural insurance as a risk insurance system to
maintain the economic security of agricultural enterprises in Ukraine:

- improvement of the legislative base of Ukraine in terms of defining
schemes for providing insurance services to agricultural producers with
state support in compensating for agricultural risks;

- implementation of the task of the state to stabilize production in the
agricultural sector of the economy and income from sales of agricultural
products;

- training of specialists in agricultural insurance, who will be able to
establish an effective mechanism of agricultural insurance, which will lead
to an increase in the share of this type of insurance in the overall portfolio
of financial services;
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- increasing the innovation and technological potential of agricultural
producers;

- carrying out by insurers of constant work on acquaintance of agrarians
with products of insurance of agricultural production;

- optimization of interaction between participants of agro-risk insurance
in order to achieve a high level of information support for concluding
contracts;

- increase of operational efficiency of activity, application of new
technologies on safe cultivation of agricultural products.

Implementation of the proposed measures for the effective organization of
the insurance system of agricultural products in Ukraine involves attracting
public resources and maximizing the opportunities of the insurance market
and agro-industrial sector, which will create the necessary conditions for
stable economic growth and welfare of its citizens.
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A global ecological crisis is a reality of present time. Destruction
of environment is, first of all, by the indicator of low level of ecological
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consciousness of society. Contamination ofecology generates large problems:
origin of new modifications of diseases that is passed genetically; decline
of general level of immunity; tumors; problems of reproductive function;
extinction of whole types of flora and fauna and etc. The ecological situation
gets worse with every year; all greater part of atmosphere is contaminated.

Situation that was folded to Ukraine in the field of handling wastes
is extremely unsatisfactory and attained the critical point. In particular it
touches the sphere of providing of their collection, redoing and utilization,
and also bringing in economic turnover. A negative index for Ukrainians is
that our state is the European leader after the amount of wastes per capita.
This problem now is very actually and requires the most rapid decision.

The questions of distraction of global ecological crisis unite all scientific
knowledge and industries of practical activity on only scientific basis.
Researches in this area the row of home and foreign scientists engages in:
A. Bayer, G. Sapozhnikova, W. Rhys, S.S. Ufit, P. Connett,, M. Jasen,

V. Doskych, Murey, T. Kharchenko, Yu. Sagaydak, Yu. Kutovaya and
others

“Wastes Law”, in that the general aspects of handling are marked wastes
and legal, organizational and economic principles of the activity, related to
prevention or reduction of volumes of formation of wastes, their collection,
transportation, storage, sorting, treatment, utilization and moving away,
rendering and burial place harmless, are certain, operates in Ukraine, and also
with the distraction of negative influence of wastes on a natural environment
and health of man on territory Ukraine [6]. However, unfortunately, law
does not operate in a complete measure.

Ukraine is a unique country after the general amount of wastes including
dangerous and after the deficit of attention to this question.

The aim of this research is an analysis and directions of decision of
problems from utilization of wastes in Ukraine, being base on experience of
leading countries of the world.

From statistical data, everybody of Earth creates, on the average,
approximately 1 kg of domestic wastes every day [2]. In Ukraine
35 million m3 of domestic wastes appears annually, it means about 0, 8 m3
on one habitant. These wastes are warehoused on dumps that make over
7 thousands hectares of earth. The general area of dumps presents 5 % of
territory country almost, that comparatively with the sizes of the Chernovtsy
area. In account of environmentalists, Ukraine accumulated 54 milliards of
m3 wastes; annually garbage grounds are filled up approximately on 15-17
million tons [1].

Most dumps for garbage do not answer requirements in relation
to providing of ecological safety. From data of Ministry of regional
development, building and housing and communal services, 4,2 polygons
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of domestic wastes in Ukraine overcrowded, 16e meet the standards of
ecological safety, and 30 in need passport systems. From 770 dumps —
80 % isn’t equipped by the systems of protecting from contamination of
soils, water and air. With every year this index becomes all worst [4].

On the draught of many years the amount of domestic wastes grew
constantly. A number of factors influence on it, including a change of method
of lives of people, which use all more packing and overwrapped materials.

On the landfill there are different types of wastes that destroy an
environment: to trade, bits and pieces of ready-to-cook foods, materials and
raw material enter in the complement of that appeared at the production
of goods or lost fully or partly the consumer properties; solid and liquid
wastes that appear as a result of vital functions of people and depreciation
of the articles of way of life; consumer (wares and machines that lost the
consumer properties as a result of physical or moral wear); building; wastes
that appeared as a result of agricultural production; radioactive (untapped
radionuclide’s and materials that appear during work of nuclear reactors, at
a production and application of radio-nuclides) and others like that [7].

In the developed countries of the world the system of separate collection
and processing of wastes works a long ago, when assort a glass and plastic
container not only, as it is done in Ukraine, but also paper, wastes from a
meal, polyethylene and others like that. However, Ukrainians are not ready
to it yet far, because not everybody can sort out something one even, for
example, in the same container.

It is set that for pleasure: requirements of one man in a meal, clothing
and accommodation for a year about 20 tons of different raw material is
spent, but only 5-10 % raw materials passes to finish good, and 90-95 %
instantaneous goes to wastes [8].

In the countries of Europe part of separate garbage presents approximately
85 %; 15% remained burn ecologically a clean method, or recycle with use
of innovative energy keeping technologies.

In a table 1 the ways of decision of problem are considered from
utilization of garbage in some countries of the world.

In Sweden, Norway, Denmark, Netherlands and other countries in that
the sphere of handling garbage is well-proven to maximal efficiency, on
dumps gets less than 5 garbage, from that «press» out everything, that it
is only possible. In Ukraine on dumps gets anymore 93 %. While a law
«On wastesy forbids from, the 1st of January, 2018 to bury on grounds hard
domestic wastes are not processed [6].

In Ukraine there is absent politics of handling wastes. It, in turn, annually
results in the loss of millions of tons of resource-intensive materials that
potentially would be entered in economic turnover. According to estimates
of environmentalists, in hard domestic wastes average can be contained up
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to 40 % valuable materials. Taking into account, that in Ukraine in majority
collect wastes in «general» containers, potential utility waste deteriorates
and contaminated, and the amount of valuable resources goes down to
5-10 %.

Table 1
Ways to solve the problem of waste disposal in the world [7, 8]
Countries Ways to solve the problem
Austria Conception of «circular economy», after that garbage becomes

raw material for the production of new things, is inculcated. A
biotechnology is used, that allows slitting a plastic. The special
fungal enzyme that is able to slit polymers on simple monomer
elements is used for this purpose. A «rotation is so provided the
plastic arts» - walking away from one product is used for creation
other

Great Britain The «anaerobic breaking» (the use of bacteria is for processing of
food wastes and receipt of biogas and biofertilizer) up is used

Germany All producers are under an obligation to raise 0, 2 Euros for tin
banks and small bottles and close 0, 37 Euros for a greater container.
Money is compensated customers since they will turn the used
tableware. Money from this mortgage price is distributed so: 85 on
organization of collection of container, 15 on processing

Poland More than 100 objects that engage in treatment of wastes are built.
The special law put an end illegal landfills, and people began to
assort wastes

Finland Dwelling-houses, shops and enterprises, have comfortable points
of collection of wastes. The system of mortgage cost of packing
(at the purchase of product a customer pays yet and for packing)
is practiced

France Every dump equipped by the special tanks: for glass, paper and
other garbage. There is a microchip on every tank, automatically
fixes time of filling and time of export of garbage that. Garbage
trucks are equipped by reading devices and side computers that
automatically read this information and order it to the central
computer of dispatching office. Logistic, analyzing filling of
trashes, the optimal routes of machines and shift works expect

Sweden Technology of «energy from garbage» is used. Approximately 2, 5
million tons garbage is annually burned for making of electricity
and heat. 99 of garbage is used as a fuel for power-stations and as
raw material for a production

Japan 100 % result is in the secondary industrial use of aluminum jars.
Every check and any ticket is subject of utilization
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But, our country gradually moves towards the decision of problem of
removal of wastes. National strategy accepted in 2017 from a management
wastes obliged, that the volume of burial place of hard domestic wastes on
garbage grounds must grow short from 95 % in 2016) to 50 % in 2023 and
to 30 % in 2030 [3]. However a last year’s index has time after the set pace:
the amount of the buried wastes in 2018 diminished all on 1, 2 %.

According to experts, situation in the sphere of handling wastes will not
change cardinally, while sorting and processing of garbage will not become
profitable business for investors.

Consider that the modern system needs the new model of settlement
of these relations: distribution of responsibility for well-educated wastes;
stimulation of citizens is to ecological consciousness and behavior. But, to
adopt experience of leading countries of the world for the decision of this
problem, in our view, difficult enough, taking into account the political,
economic, social and other features of country. On this stage of development
of Ukrainian society the most effective, to our opinion, instrument on a way
to the decision of problem of global accumulation of garbage is a division
of wastes.

In some countries, except ordinary containers for garbage set varicolored
tanks for collection of separate types of secondary raw material. Interestingly,
that such tendency actively develops today and in Ukraine. The separate
color of tank marks the type of material, for example, blue are newspapers,
magazines and cardboard; green is glass; yellow are the plastic packing;
brown are batteries; black are organic residues; red are wastes that cannot
be done; orange are plastic bottles and plastic packing.

Some experts mark that a benefit from the colored containers is collection
of utility waste for reprocesses — strongly exaggerated:

- firstly, persons without a certain residence draw out from garbage tanks
all useful, that it is possible to hand over in the nearest point of reception of
utility waste;

- Secondly, there is no guarantee, that to the question of separate
collection of wastes will befit responsibly enough and will begin to fill
containers severely on purpose;

- Thirdly, even garbage-collected separately it will be once again to
assort on enterprises [1, 8].

It goes out in a result, that home utility waste is not enough for valuable
work of the Ukrainian reprocesses (tabl. 2), that is why he is even bought
in abroad. Yes, in the last year of enterprise of association of “Ukrvtormay
bought in 202, 2 thousand t literary garbage (all is bought in 392, 3 thousand
tons) in Russia, in Poland is 17, 4 thousand T polymers (all is bought in 53,
4 thousand tons), in Belarus is 24,1 thousand tons of slaughterhouse (all are
bought in 32,5 thousand tons [5].
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Separately processed waste processing facilities [5]

Table 2

Indicator / Waste Plastic | Wastepaper | Cullet Polymers
Number of recycling enterprises 19 17 16 39
Production capacity, thousand tons 77 1200 800 260
Occupancy, thousand tons 50 1104,5 482 170

How much capacity of Ukrainian processing enterprises is used is
presented at fig.1.
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Fig.1. Use of capacities of processing enterprises of Ukraine

Because in Ukraine neither a population nor producers pays for processing
of packing — for business organization of collection and processing of utility
waste cost far more than in Europe, where the cost of the packing processing
is already stopped up in the cost of commodity. Therefore our utility waste
at cost more expensive imported and does not answer rates that on her
set reprocesses. In the same time, if on utility waste to promote a price,
enterprises will not begin to buy her, so as a cost of the imported utility
waste for business will be more and more attractive.

And if to bring down, then it will begin unprofitably to hand over her a
population in the points of reception.

Consider that to increase the volume of wastes for processing by
establishment in the corresponding places of containers, not enough. So,
for example, the special system of fines and encouragements is envisaged
in Germany. If man qualitatively and responsibly assorts the garbage, then
his rent is considerably less [1, 8]. Food wastes can be used as fertilizers for
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soil.

Thus, as a result of foregoing offer next measures on processing or
utilization of wastes taking into account an ecological situation in Ukraine:

- providing of corresponding normatively-legislative base;

- more wide use of the programs from collection of separate garbage,
their propaganda;

- introduction of new optional objects in the program of general schools
for the studies of the generation educated on principles of maintenance of
nature;

- development and introduction of the optimal system of processing of
garbage with clearly certain rights and duties;

- introduction of fines for an unauthorized export and extras of garbage,
even in negligible quantities;

- modernization and creation of recycling and incinerators ;

- an increase of production ecologically of clean commodities volume;

- introduction of technology of making of packing of products from raw
material that is subject to the secondary use;

- an increase amount of points of reception of bulbs, batteries and shallow
domestic technique.

- limitation of turn of plastic commodities.

Consider that by a basic factor that influences there are ecological
consciousness of society and level of education of population on the state of
environment. Using experience of other countries, Ukraine can choose the
way on processing and utilization of wastes, taking into account the features
of the state and development of country.
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The modern world is characterized by uncertainty, fluidity, fast changes.
World energy, which is in the process of major changes, is not an exception.
These changes are embodied in:

- the intensive implementation of the main renewable energy technologies
in the context of corresponding decrease of their cost;

- the growing role of electricity in energy consumption compared to oil
products all over the world;

- changes in the world economic and energy policy due to the intensive
development of China’s economy and the entry into the world market of
growing shale gas and oil extraction in the United States [4].

In such conditions, Ukraine must take into account the world trends. The
implementation of the latest modern technologies in the energy is highly
important for our country, as Ukraine has one of the most energy-intensive
economics in Europe. Almost half of the country’s energy is consumed by
the housing and utilities sector, which became outdated long time ago and
now it needs to be renovated [9].

The problem is complicated by the fact that Ukraine, which consumes
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more than 60-70 % of imported energy resources in the overall balance, is
one of the most energy-dependent countries in Europe. It is forwarded not
only by their absence, but also by their inefficient usage, which threatens the
national interests and national security of the country. Therefore, solving the
problem of energy saving and efficiency is one of the top priorities in the
context of the energy crisis in the country [1].

The usage of alternative energy sources and energy saving in Ukraine
has been relevant since the late 1990s, as it was clear that energy would not
become cheaper any more, but this problem became the most relevant and
important after 2014. The need to change the outdated technologies and
approaches in energy sphere to the modern ones becomes obvious.

High energy intensity and low energy efficiency have been the main
identifiers of the Ukrainian energy system for a long time. Beside the
significant dependence on energy suppliers, Russian Federation in
particular, the following disadvantages of extensive energy can be named:
the deteriorating environmental situation in the country (high morbidity and
mortality due to the air pollution caused by the operation and malfunctions
of NPPs and CHPs), the necessity to upgrade worn-out equipment to
get stability and security of their operation, all these require significant
investment [7].

One of the commitments, made by Ukraine after the signing of the
Association Agreement with the EU, is a compliance with the high European
energy efficiency standards and participation in the energy market. Based on
it, the priority of the country’s energy policy is to increase energy efficiency
and ensure energy saving.

The country and society must understand that capital investments related
to the implementation of energy-efficient technologies will be paid off in
the future. In particular, according to the data of the International Energy
Agency (IEA), every dollar invested in energy efficiency will turn into 4
USD savings, and such project will be paid off in full in about four years [1].

As Ukraine tends to integrate into European institutions, we have a great
interest in the European experience and requirements of energy saving. EU
countries are actively encouraging the implementation of alternative energy
sources: in particular by 2030 their share in the structure of electricity
production should be 50%.

The energy strategy of Ukraine until 2030 was developed in 2006 for the
first time. It identified energy saving as one of the determining factors for the
efficient functioning of the national economy. In the Strategy it was assessed
the overall energy saving potential due to the technical (technological) and
structural factors [6, p. 35].

According to the energy strategy of Ukraine until 2035, the share of
renewable sources of electricity generation in 2025 should be over 13 %,
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and by 2035 —up to 25 % [10].

According to the materials of the joint project “Professionalization and
stabilization of energy management in Ukraine”, which is implemented
under the Agreement of Partnership and Cooperation between the National
Technical University of Ukraine “Kyiv Polytechnic Institute”, Institute of
Energy Saving and Energy Management (Ukraine) and Hochschule der
Wirtschaft fiir Management (Germany), the main goals of country policy in
the field of energy saving are:

- energy intensity reducing of GDP by 20% through the implementation
of mandatory commercial accounting of energy resources consumption
(energy and fuel), the transition to the usage of energy efficient technologies
and equipment;

- ensuring the widest possible diversification of routes and sources of
primary energy resources supply, including oil, natural gas, coal, nuclear fuel;
increasing domestic energy production; implementation of the transparent
competitive rules for the energy deposits development and usage;

- liberalization of the markets of the electric and thermal energy, coal and
gas, transition to a new model of their functioning;

- integration of Ukraine’s energy system to the continental European
energy system ENTSO-E;

- reorganization of the public joint-stock company National Joint-Stock
Company “Naftogaz Ukraine” in accordance with the Third Energy Package
of the European Union;

- complete reformation of the system of pricing and tariffs for energy
and fuel;

- reformation of the coal industry and attraction strategic investors;
privatization of promising and liquidation (conservation) of unprofitable
coal mining enterprises; modernization of the infrastructure of the fuel and
energy complex [6, p. 37].

The state support for companies and households in the sphere of energy
efficiency are foreseen by the legislative and regulatory acts of Ukraine:
direct budget financing; exemption from VAT, import duty; exemption of
the part of the profit from taxation; establishment of economically justified
tariffs for housing services; provision of state guarantees for credit lines
opened in credit institutions, etc. [4, p. 77].

Ukraine has The Energy Efficiency Program aimed to stimulate the
population, Associations of Co-Owners of Apartment Buildings and Housing
Cooperatives to implement energy efficiency measures by repaying part of
the loan from the budget for energy efficiency measures, such as thermal
insulation of the houses, purchase of boilers that using any types of fuel
and energy (except natural gas and electricity), installation of water and
heat metering units, heating radiators with a thermostat, replacement of
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windows with energy efficient ones, modernization of lighting, etc. Since
October 2014, the Government program of “warm” loans has been given to
the population and condominiums, which provides the reimbursement from
the state budget to make “warm” loans cheaper and additional compensation
from local budgets [4, p. 80].

Currently, the dynamics of implementation of the new capacities of the
renewable energy in Ukraine remains positive from year to year. In particular,
solar energy is the most dynamic sector of renewable energy in Ukraine.
Due to the large number of sunny days and moderate air temperature,
solar stations, installed in Ukraine, work as efficient as possible. The
development of the alternative energy is greatly facilitated by the high green
tariff: for industrial solar power stations (SPS), built in 2017-2019, it is
15 eurocents; for SPS of a civil sample — 18 eurocents. Due to this and the
relative availability of SPS, their approximate pay off period in Ukraine is
5-8 years [11].

The possibility of solar energy usage, i.e. the period of profitable
operation of solar collector systems, depends on the climate conditions of the
region [2, p. 94]. Due to the significant amount of the investment and the
relatively

low cost, flat solar collectors, which are usually placed on the sunny
sides of sloping roofs, have become the most widespread [5, p. 95].

The installed capacity of solar power stations in Ukraine in 2017
amounted to 742 MW, which is 211 MW more than the previous year [11].
During the first half of 2019, new stations of 1550 MW capacity, generating
electricity from renewable energy sources, was installed in Ukraine. This is
almost twice as much as for the whole 2018 (848 MW) [8].

The development of the wind energy is much slower than the solar energy
development. It happens because the wind power stations are much more
expensive than solar ones and are more complex to install and maintain.
Besides, the wind energy is a more regulated industry than solar one [3].

Under the new legislation, since 2020 new objects of wind generation
of more than 5 MW and objects of solar generation of more than 1 MW
will need to participate in auctions to get guaranteed purchase of electricity
by the country. As a result of such auctions, an auction price will be set
for the electricity, taking into account possible surcharge of 5-10 %
for the Ukrainian technologies usage. The auction model exists in many
countries around the world and provides fair prices for alternative energy
through auctions instead of a fixed green tariff, which is used in Ukraine
and it is currently the highest in Europe. Those RES objects that offer the
lowest tariff will receive state-guaranteed prices for a long period (up to 20
years) [3].

The thermal insulation of buildings continues to be of a great relevance for
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Ukraine. About 50 % of heat is lost through the walls of the buildings, so an
important step towards saving energy resources is the thermal insulation of
residential and commercial buildings. The thermal insulation of foundations,
walls and roofs of buildings is planned. Expanded polystyrene (ordinary and
extruded) and mineral wool are usually used for this purpose. Recently,
Ukraine experiences a real “boom” for the thermal insulation of buildings.
It is a positive phenomenon, but often developers, contractors, building
owners make some technological mistakes in the process of insulation,
quite often in order to save money they use poor quality materials or hire
unskilled workers.

Thus, it can be stated that over the past five years we have experienced
the significant progress in the usage of alternative energy sources and energy
savings in Ukraine, in particular, the great development is observed in the
solar energy usage and thermal modernization of buildings. However, these
processes are still quite slow, alternative energy is developing unevenly. Of
course, the state support is very important, but domestic companies must
take care of their energy security on their own, considering it as a necessary
strategic decision that will have a significant impact in the future.
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STATE AND MAIN PROBLEMS OF AGRICULTURAL SECTOR
DEVELOPMENT AS INTEGRAL PRODUCTION SYSTEM OF
THE NATIONAL ECONOMY

Elena Varaksina,
Ph. D. in Economics, Associate Professor,
Poltava State Agricultural Academy, Poltava, Ukraine

Production activity of agricultural enterprise in modern conditions
depends on how successfully the problems connected with competitiveness
of products are solved. Only by solving this task, enterprise can function
effectively and develop in market environment [1].

Improving the efficiency of agricultural enterprises is largely determined
by ensuring conditions of competition, namely the transparency of
commodity markets functioning, promoting coordinated actions of national
economic subjects aimed at increasing their competitiveness in international
commodity markets, provided that competition in corresponding internal
commodity markets is not eliminated or restricted [2].

The formation of competitive advantages of agricultural enterprises
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ensures an increase in the agricultural economic sector competitiveness, and
thus contributes to solving problems connected with food security [3].

The results of scientific research indicate the absence of unified approach
to the formation of a system of indicators for assessing the level of enterprise’s
competitiveness (tabl. 1).

Table 1
Approaches to assessing the competitiveness of agricultural
sector enterprises

Ne Author Assessment indicators
level of profitability of production and rate of profit, labor
1 V. Trehobchuk, productivity, price and quality of products, marketability of
" | B.Paskhaver [4] production, its liquidity and creditworthiness

volume of gross output and profit per 1 ha of farm land, per
average annual laborer, per 1 UAH of fixed production assets,
manufacturing of gross output per 1 UAH of manufacturing
expenses, profitability of production

2. | L. Gutorova [5]

V. Ambrosova products’ sales volume in value expression and profit, the

3. T. Marenych [6] comparative level of products’ costs and their sales price
three groups of indicators:
4 M. Malik, indicators of production activity efficiency, indicators of
" | A. Nuzhna [7] enterprise financial state,
indicators of business activity, benchmarking
V. Parsiak cost of manufactured products (concerning production),
5. ' > volume of products’ sales (concerning marketing), profit

I Dybach [8] (concerning management)

Agro-business in Ukraine is one of the most promising sectors of the
economy. It is developing quite rapidly. It is worth taking into account
that against the background of the world’s population growth, the demand
for food products will only increase, while the size of lands suitable for
cultivation and crop growing remains stable.

Ukraine has proven to the world that it is strong enough in the market of
farm products. Having one third of the world black soils, this country has
a high potential for agricultural development and is a leader in the world
agrarian markets as to producing grain, sugar, honey, and sunflower oil.

However, under the global crisis and mass disease in many countries,
forecasts for 2020 harvest are not as optimistic as they were in 2019. Even
this February, grain harvest in Ukraine was expected at 65—70 million tons
in 2020 [9].

Yu. Lupenko, Director of the Institute of Agrarian Economics,
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Academician of the National Academy of Agricultural Sciences specified that
according to the forecast of the Institute’s scholars, in 2020 the production
of grain and legumes in Ukraine would make 67.4 million tons. This is

7.7 million tons or by 10.3 % less than historically record grain harvest
in 2019. “Such decrease will mainly take place as a result of decreasing the
production of winter wheat — up to 24.2 million tons (-12.5%), corn grain
—up to 32.2 million tons (-10.3 %), and also barley — up to 8.1 million tons
(-8.7%)”, — Yu. Lupenko stressed [9].

In recent years, there has been a gradual increase in volumes of farm
products’ manufacturing. Fluctuations in volumes of production over the
years have mainly been connected with the dynamics of crop growing,
which depends on weather conditions (Fig. 1).
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Fig. 1. Indices of farm products during 2010-2018.

It should be mentioned that agricultural enterprises have been remaining
the main producers of farm products, and their share in the cost of gross
output makes 58.8 %.Farms produce only 9.3 % of gross output, while
personal plots produce

41.2 % of agricultural products. The total volumes of crop growing
products have increased both at agricultural enterprises and on individual
farms. The dynamics of manufacturing agricultural products by categories
of producers is presented in fig. 2.
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Fig. 2. Dynamics of agricultural products’ manufacturing by categories
of farms during 2014-2018

In 2018, there was a tendency to increasing the manufacturing of farm
products per capita by 5.18 %. In particular, the manufacturing of crop
growing products increased by 8.68 % and livestock farming products — by

0.30 %. The growth of crop growing products was stipulated by
the increase in the manufacturing grain crops by 13.73 %, sunflower by
16.32 %, fruit and berries by 127.08 %, potato by 1.72 %. Concerning other
types of crop growing products, there was a decline in production. The
manufacturing of eggs per person in 2018 made 386, meat (in slaughter
weight) —

56 kg, which was higher as compared with the previous year, by
4.66 % and 1.82 %, respectively. In 2018, milk production decreased by
1.65% in comparison with the previous year. As it has been mentioned
above, the volume of agricultural production is constantly increasing at
present [10].

The main indices of financial efficacy of agricultural enterprises of all
types in Ukraine are money incomes from selling farm products, profit, and
level of profitability (Fig. 3). During the analyzed period, profit received by
agricultural sector enterprises increased almost threefold.

In our opinion, the main reasons, which retard the effectiveness of
agricultural production, are, first of all: deterioration of soil fertility,
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primarily because of insufficient applying mineral and organic fertilizers
in production; weak material-technical base of agricultural enterprises; low
level of arable farming and animal husbandry productivity, and others.
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Fig. 3. Dynamics of the agricultural sector enterprises’ profits for the
period of 2010-2018

The present level of technical equipment of agricultural production is
also a restraining factor in the effective development of agricultural sector.

It should be mentioned that Ukraine has significant potential, including
agricultural, so the priority tasks of the state in forming competitive
agricultural sector of the national economy is the implementation of the
directions indicated in Fig. 4.

We support the opinion of the scholar [12 p. 56], who mentioned: “that the
strength of competition must be reflected in competitive strategy, the result
of which has to be the implementation of enterprise’s existing competitive
advantages and achievement of a high level of competitiveness”. Therefore,
building a strategy of the agricultural sector competitiveness at the national
level must become a priority task of the state policy.

The necessity to activate the development of the agricultural sector
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is stipulated by the need to ensure such a level of physical and economic
accessibility of food to the population in terms of volume, assortment and
quality at the level of scientifically substantiated standards, which ensures
the proper level of physical and psychic-emotional health of every person,
life expectancy and development of the nation as a whole.

A
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| Digitalization |

Innovations in final product |

X

‘ Automation of production and processes |

‘ Energy efficiency and wastes control |

‘ On-line p.IatFDHnS |

| Innovationsin corporate management |

Composed on the basis of [11]
Fig. 4. Priority criteria for the formation of agricultural sector
competitiveness

Thatis why, the following are priority directions of forming the agricultural
sector competitiveness: increasing crop yields and productivity of livestock
farming based on biotechnologies; developing digitalization in agricultural
production; innovative productions; eco-balance of manufacturing processes
and waste control; harmonization of regulatory framework with European
legislation; restructuring corporate management system.
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CONCEPTUAL APPROACHES TO ENERGY EFFICIENCY
MANAGEMENT OF AGRICULTURAL ENTERPRISES

Oleksii Zamykula,
Postgraduate student,
Poltava State Agrarian Academy, Poltava, Ukraine

Effective implementation of strategic management of the energy sector
of an agricultural enterprise requires the establishment of clear principles in

order to implement the optimization of flow processes of the energy cycle of
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economic activity and the development of a conceptual system of action to
ensure a systemic result.

Basic concepts of solving the problems of energy consumption
optimization in different countries have provided new methods, tools and
programs of actions on energy consumption.

The key concept is Demand Side Management (DSM), which can
be translated as “management in terms of meeting only the necessary
requirements”. This concept was developed in the United States, and the
phrase itself was used as a synonym for the phrases “load management”
and “energy savings”. Later, the concept of Least Cost Planning (LCP)
was developed and implemented, which meant the impact of optimizing
energy consumption on the value of production and production costs.
Then the concept of Integrated Resources Planning (IRP) appeared, which
can be defined as a method of assessing whether energy savings and load
management is more attractive than expanding energy supply by building
new energy capacity, and as a tool of the optimization of systematized and
structured programs to influence the demand for energy resources.

The concept of IRP assumes that the energy consumer on his own initiative
uses equipment with maximum energy consumption efficiency at the limit
of optimal cost. In such a hypothetical situation, only price is an indicator
of the efficiency of resource allocation. However, the imperfections of a
market are so great that in real life they can be corrected only by influence
of the energy market on the consumer side.

The basic principle of DSM and IRP is that energy producers and
consumers have common economic interests in implementing energy saving
measures and improving their efficiency.

In order to achieve this situation, states began to purposefully use
direct and indirect taxes, information support, special training programs,
appropriate changes in legislation, specialized financial support (subsidies,
improvement of the principles of price reduction, etc.). Direct and indirect
taxes can be applied in the form of energy charges and included in the cost of
consumer goods, which increases the overall consumer interest in savings.
These can also be special environmental taxes that encourage the rational
consumption of energy resources and the use of environmentally friendly
fuels and technologies or cover the costs of environmental protection.

For their part, producers of various types of energy and energy resources
began to actively engage in consumer information support, energy saving
campaigns, training, consulting, energy audits, research, changes in the tariff
system, investing in the above activities. It is advantageous for producers
to do this because all these costs are compensated by cutting costs due to
reduced production output at the least efficient production facilities or by
mitigating the need for installing new units.
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Different economic interests are the main difficulties in implementing
energy saving measures. A favorable result usually depends on all group of
active participants (the state, the producer and the consumer of energy) at
all variety of means and a way of their actions. As a rule, significant savings
can be achieved without any costs or at their very low level. In this case,
the main thing is information. It is often very difficult to explain to people
that they are neglecting savings opportunities that may or may not be costly.
Other kinds of savings can be achieved by investing, and such investments
are profitable.

The experience gained in the countries that have been applying the
principles of DSM and IRP for decades — and these are market-economy
countries — has shown opportunities for saving energy and increasing
the efficiency of its consumption for all parties involved in the energy
sector. According to forecasts, in the coming years the EU will depend
on external energy suppliers. Therefore, the search for the optimal way to
implement the rational and efficient consumption of energy in the EU as a
method of improving the reliability of energy supply continues. Integrating
environmental and energy policies is a prerequisite for improving security,
living conditions and fulfilling international obligations in terms of pollutant
reduction. Thus, these concepts reflect the general course of actions aiming
to identify opportunities of the optimization of energy consumption.
Obviously, the strategy must take into account the specific conditions of the
energy sphere and the current state of the problem.

According to researchers of energy efficiency of agricultural enterprises
[1, 6, 10], the problem of rational energy consumption in agriculture is
neglected. And its solution should be started not with separate tasks, but with
the radical improvement of the organization of all agro-industrial production
as a consumer of energy resources. There is a need to develop new scientific
concepts of energy consumption, which would ensure the radical increase of
the efficiency of both individual tasks and energy consumption in general.
From this point of view, we can conclude that the main principles should be
systematic decisions and long-term actions.

With the progress of science, the structures and laws of the development
of complicated systems of nature and society are studied more thoroughly.
Improvements in technology lead to the creation of more complicated
systems of mechanisms and systems of control. In general, all these processes
necessitate a system concept, system methodology necessary for a general
idea of the world and its understanding. This approach to understanding
the world is translated into the systems theory and its applied aspect —
systems analysis. The theory appeared as a generalization of cybernetics
by spreading its ideas of complex formations (objects). The systems theory
has a powerful methodological potential that can now be successfully used
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to fulfil a wide range of vital tasks for an individual, a team, an enterprise
and the planet as a whole. This is achieved through the use of such basic
concepts of the systems theory as integrity, complexity, multi-functionality,
interconnectedness with the environment, the goal orientation in decision
making.

The systems analysis is an effective tool of solving complicated, not
clearly defined problems. The object of study is considered as a system of
interconnected elements, their properties and qualities [9]. In most cases, the
decisions that are made relate to individual elements of the system, so when
solving problems, it is necessary to take into consideration the relationship
between this element and others and the overall goal of the system. The
systems analysis makes it possible to structure a complicated problem into a
series of tasks that are fulfilled by economic and mathematical methods. The
main advantage of the systems analysis is the ability to take into account
all the factors that influence decision-making. The particular consideration
should be given to qualitative factors, which should be quantified, and if it
is not possible, they should be considered through subjective thoughts or
conclusions.

Using a system approach to the analysis of the energy environment of an
agricultural enterprise, it is advisable to interpret it as a production potential.
It should be noted that in terms of providing conditions for increasing the
energy efficiency of agricultural enterprises, the particular attention should
be paid to the systemacity of phenomena that determine the vector of energy
efficiency development of economic activity of agricultural enterprises. The
system nature of such phenomena should be understood as the presence
of multiple connections in the external environment, which determine
the different roles (profile, functionality, etc.) of the object under study
(economic activity of agricultural formations).

Since the technological process of an agricultural enterprise is closely
connected with the natural system, it is rational to consider the prospects
for the development of energy consumption of enterprises in the context of
system changes in the environmental situation. Many scientists in various
fields of knowledge [3, 5] recognized global climate change as the main
all-encompassing phenomenon that determines the trends of the biosphere
development. The participation of agricultural production in such processes
is described by the different nature of role participation in the energy aspect.

On the one hand, crop production technology is an active consumer
of natural energy of various kinds (solar, thermal, chemical, etc.), thus
becoming completely dependent on the rate of energy processes in the
biosphere. Agricultural production in the crop-growing sector is based
on obtaining products that have consumer value, especially food one,
through the cultivation of a special kind of plants — agricultural plants. The
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distinguished feature of these crops for energy efficiency is the ability to
convert solar energy using appropriate resources (moisture, heat, etc.) into
chemicals and physical substances that make up the quality of a product and
determine the consumer value for further processing and consumption (e.g.
gluten in wheat grain, which determines its suitability for bread baking).

Therefore, it is necessary to focus on the management of natural energy
consumption by analogy with solar energy. Solar radiation also affects the
chemical composition of agricultural products, for example, sugar content
in fruits and berries, protein content in grain of cereals, the amount of oil
in sunflower seeds, etc. Some diseases of agricultural plants develop most
actively in a bad light. It is found out that plants proceed to generative
development at a certain ratio of the duration of day and night (photoperiodic
reaction).

Solar energy is an object that cannot be controlled, but the processes of its
utilization are a fully regulated mechanism through adaptation mechanisms.
To monitor the efficiency of natural solar energy utilization the parameter of
the efficiency coefficient of photosynthetically active radiation of planting
(EC PAR) is used, which depends on the time of sowing and planting
density, the number of fertilizers, weather conditions, etc. According to the
values, EC plantings [4] are divided into the following groups: those that
are observed — 0.5-1.5%, good — 1.6-3%, record — 3.1-5%, theoretically
possible — 6—8%. Regarding the energy efficiency potential of natural energy
management optimization, a number of authors [7, 8] says that the value of
the coefficient can potentially reach 17-21%, which means the increase in
yield by 4050 times. Theoretical calculations show that within the latitude
of 42-55° (at which some areas coincide with the Ukrainian) the possible
level of dry mass yield when using PAR:

a) at 1.0 % can reach 55-45 dt / ha, or 27-23 dt / ha of grain;

b) 2 % — respectively 110-90, or 55-45 dt / ha of grain;

¢) 3 % — 165-135, or 82—67 dt / ha of grain;

d) 4 % — 220-180, or 110-90 dt / ha of grain;

e) 5 % —270-230 dt / ha of grain, or 135-115 dt/ ha of grain.

Practical results show that during field and production experiments in
Kazakhstan it was possible to bring the coefficient of PAR use on alfalfa
plantings to 2-3.8 %, on corn plantings to 3 %, while the yield of green mass
of alfalfa reached 420—650 dt / ha, corn — 850-1000 dt / ha. Unfortunately,
most cultivated crops and varieties do not have such potentials, but during
some production experiments this figure reached 3.8 %.

On the other hand, as previously noted, using the energy resources
involved, agricultural enterprises seek to shift the natural energy balances in
order to maximize useful productivity. A large number of studies are devoted
to the research of the causes of climate change, confirming the significant
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impact of arable farming technology on the development of the greenhouse
effect.

Taking into account the arguments of a considerable number of
publications dealing with the problem of climate change [2], it should be
noted that a significant role in mitigating the effects of climate change is
played by arable farming technology. As noted, the optimization of soil
carbon balance is most effectively ensured by the biologization of arable
farming, the use of organic and cover arable farming, which, on the one hand,
can significantly slow down the process of increasing CO2 concentrations in
the atmosphere and minimize global warming, on the other hand — lay the
foundation for soil protectmn from low fertility and general degradation.
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Fig. 1. The average change (%) of wheat, corn and soybean yields in
2050 compared to 1961-1990 in Western and Central Europe with limited
moisture reserves [4]

Additional topicality of optimizing the management of energy efficiency
of natural energy utilization consists in the projected climate change. The use
of the beneficial effects of global warming is possible only in combination
with adaptation measures aimed at preventing (reducing) losses from its
negative effects. According to climate researchers, with sufficient moistening
in conditions of a probable change in the amount and regime of precipitation
and characteristics of water runoff, the projected increase in heat supply of
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crops and the duration of the growing season will contribute to expanding
and improving crop growing structure and agricultural potential. A high level
review of the results of calculations for the arable farming area in Eastern
Europe shows that with climate change, according to the scenario RCP4.5,
the bioclimatic potential in the first third of the century will increase by 8%
compared to the current level, and by the end of the century — by 25 % (Fig.
1) [8].

Thus, a high level of energy efficiency of an agricultural enterprise
can be ensured by the logistization of management functions in the
process of implementing the strategy of greening the energy consumption
of the technological process, that is to form the conditions of ecological
management maintenance.
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ANALYSIS AND DEVELOPMENT PROSPECTS OF THE MILK
PROCESSING INDUSTRY IN UKRAINE

Vladyslav Mykhatilo,
Postgraduate student,
Poltava State Agrarian Academy, Poltava, Ukraine

The specifics of the functioning of the enterprises of the dairy industry
of Ukraine is largely determined by the presence of a problematic “field” of
the modern national market of milk and dairy products, which focuses on
two blocks of factors:

- a block of conceptual miscalculations in the system of reforming the
agri-food sector, which entailed a decrease in the efficiency of domestic
dairy farming enterprises and the dairy industry;

- a block of the latest cardinal changes related to the fundamentally new
foreign economic and internal conditions for the development of the dairy
industry in Ukraine.

Analyzing the above problems, it is advisable to dwell on current trends
in the development of the industry, and then structure its main problems.

Starting such an analysis, it should be noted that at present the market
for dairy products in Ukraine is very diverse and highly competitive. The
market segment considered includes the following commodity groups, such
as cream, rennet and sour milk cheese, concentrated milk and cream, milk
powder, butter and milk pastes, sour milk products (sour cream, yogurt,
butter cream), and ice cream. The number of large players alone is about
10-15, the number of small local producers exceeds several hundred.

Of the main trends in the development of the industry in recent years, the
following can be noted:

- the consequences of the deep geopolitical and economic crisis that
began in 2014, Ukrainian dairymen have already managed to overcome to
a large extent. It is hoped that the lower limit in the decline in production
and consumption of dairy products in Ukraine has already been passed.
This year, most likely, there will be an increase in output for the domestic
market, both due to the predicted price stabilization, and due to the expected
improvement in the well-being of Ukrainians. However, it is not worth
counting on a significant increase in the consumption of dairy products, since
the general portrait of the consumer is changing, which no longer considers
milk as a primary product. Under these conditions, the growth of industrial
production is possible only for certain commodity items, and then only due
to the predicted decrease in the supply of dairy products by households. This
applies, first of all, to ordinary milk, fresh cottage cheese, sour cream, that
is, such dairy products, which at that time were still massively marketed.
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However, the volume of such trade will necessarily decrease;

- commodity and geographical structure of the export of dairy products
has changed dramatically in recent years. [f until 2013, most exporters relied
on the Russian Federation and entered its market, mainly with cheeses,
today the basis of foreign sales is butter, along with related products during
its production. Water time, most of the dairy exports are already carried out
outside the countries of the former Soviet Union — now Ukraine takes 18th
place in the world in dairy exports.

Now the price of Ukrainian milk is 16% lower than the world price, which
gives a competitive advantage in the global market. Ukrainian agricultural
products are exported to 190 countries. The key countries for the sale of all
Ukrainian dairy products were Poland, Belarus, Libya, Moldova, Georgia,
which in total provided about 70% of all supplies. Morocco, Turkey,
Egypt and the Netherlands also joined the importers of domestic dairy
products [7].

A significant importer of Ukrainian cheese maker is China. In the list of
exporters in China, Ukrainian manufacturers occupy 21st place. The number
of cream deliveries to the Netherlands increased by 8.29 %. In Bangladesh
and Kazakh state, the supply of condensed milk and cream decreased by
13.7 %. These countries are major importers of these categories of goods.
Demand for certain groups of Ukrainian goods increased in the Middle East,
EU countries, South Africa, and Asia. Also in September 2018, Ukraine and
Macedonia signed a veterinary certificate for the export of dairy products. At
the same time, exporters are now more concerned about which assortment
to rely on — butter + skimmed milk powder, or butter + casein, or butter +
cheese product. In addition, the question is whether to sell these goods to
traders or try to enter the final markets themselves [7].

Unfortunately, Ukraine will be able to regain the glory of the great expoter
of cheese soon. From the moment of losing the opportunity to sell goods to
the Russian Federation, cheese makers have not found new markets, and
are not particularly concerned with the above-mentioned problem, since
domestic dairy products, among other things, are simply not competitive
in price in world markets. Moreover, for the same reason, import of cheese
is rapidly growing again in Ukraine. It already exceeds the export of this
product from the country. This cannot but worry domestic cheese makers,
and therefore it is necessary to radically change the marketing policy:

- in the market, there is still a significant shadow segment. The shadow
sector of finished dairy products is estimated at 20-25 %. A large number
of dairy products on the Ukrainian market are falsified, in particular, this
applies to butter, cheese and other products [4];

- the dairy market is among the highly competitive ones — the number
of large players alone is about 10-15, not to mention the many small local
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producers, the number of which exceeds several hundred. Such a number
of players leads to the fact that the market is sufficiently «crushed». The
largest companies include: JSC «Milk Alliance» (TM «Yagotinske»),
«Unimilk»  (TM  «Prostokvashino»),»Wimm-Bill-Dann = Ukraine»
(TM «Sloflax»), «Danone» (TM «Activia»), ZAO «Pridneprovsky Combine
(TM «Zlagoda»), LLC «Dairy company Galichina» (TM «Galichinay),
Company Molokia, PJSC «Ternopil Dairy» (TM «Molokiay),
LLC «Lustdorfy (TM «Peasanty), Terra Food (TM «Farm») and others.
Manufacturers expand their portfolios, introducing new products with a
dairy or sour-milk base, adding «usefulness» to the product. Today, the most
important thing for consumers is a healthy diet, the relevance of the topic of
healthy food is not reduced. So, in the dairy market there is a fairly strong
tendency to choose natural products, so a successful brand should ensure
maximum naturalness of the product. Powerful companies react quickly
enough to consumer advantages: a decrease in the consumption of premium
brands led to browsing brand portfolios and expanding the range of cheap
brands; or to add to the assortment of family packaging, allows you to save;
or reduce packaging;

- the Ukrainian dairy market demonstrates stable growth in hryvnia
equivalent, despite the fact that: the market growth in hryvnia is due not
only to inflationary factors, but also to growth in sales in physical terms. At
the same time, a deeper analysis of the situation on the market and in the
industry indicates that over the 12 months of last year, Ukrainian companies
produced 10.11 tons of dairy products, which is 1.9 % more than in the same
period in 2018 (10 98 million tons), while 73 % of the milk collection comes
from the population, and only 27% from farms. It was a decrease in milk
production in households that led to a decrease in total milk production. On
the whole market, growth in production volumes was shown by whole milk
products and specific export products (whey powder, casein), but production
of the butter / milk powder category decreased [4]. An important production
trend was the increase in the requirements for the quality of products: in July
2018, DSTU 3662 : 2015 “Milk — raw cow’s milk. Technical conditions”
entered into force — a document setting standards for milk of “extra”,
“higher” and “first” varieties. Legislative innovation forced the dairy
business to rethink approaches to product quality. Farmers began to gradually
abandon the production of cheap raw materials. In 2018, the state proposed
programs to support farmers. According to official figures, 4,348 agricultural
producers, including 60 % —farmers, took advantage of a program to reduce
the cost of technology. At the same time, subsidies amounted to 320 million
hryvnias for the maintenance of 270 cows in private households; it cannot
be compared with subsidy programs offered in the EU [5]. Speaking about
the market structure in a geographical aspect, it should be said that the basis
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of the dairy market in Ukraine is domestic products, although imports have
been growing in recent years. The reason for this situation is the high cost of
domestic dairy raw materials and the final product itself, creates conditions
for profitable imports of Polish and Dutch dairy products, which at a price
like Ukrainian, however, according to consumers, are of higher quality. The
above situation is complicated by the fact that the Ukrainian market is not
protected by customs barriers, and the national producer is in a knowingly
losing competitive position compared to foreign milk producers, given that
the Polish and Dutch farmers receive substantial subsidies from the state
(more than 30 billion euros or 20 % of the EU budget). In fact, all the milk
that goes to Europe for processing, in one form or another, is subsidized by
the state. If the Ukrainian government does not pay attention to this problem,
then Ukraine risks reducing the level of presence of domestic producers in
the market, and in the long term — losing the dairy industry in the country as
a sector of the economy [2]. It should be noted that in the process of
adaptation of domestic dairy producers to European technological standards
of production and product quality control, as well as the active penetration
of European products into the domestic market of Ukraine, the quality of
dairy products in general increases, which also leads to higher prices, while
that the VAT rate on dairy products in Ukraine is 15% higher than the
European one and amounts to 20%, while in Germany — 7 %, in France — 5.5
%, in Poland -5 % [8]. Accordingly, if Ukraine seeks to increase the
profitability of the dairy business in the country, it is necessary to create the
same rules for the game on the domestic market. Regarding price dynamics,
it should be noted that according to the Association of Milk Producers,
during 2018, dairy products on store shelves went up by 5-15%. Drinking
milk with a fat content of more than 1 % increased in price by 7.2 %, and
milk with a fat content of 3.2% in November cost on average 30 UAH (+
10%). The price per kilogram of yogurt in December amounted to 60.46
UAH (+ 15.2 %), animal oil went up by 12.9 % —up to 233.2 UAH / kg, and
cheese on average by 12 % (up to 204 UAH/kg). The purchase price for the
“extra” grade of milk began to rise in the second half of August 2018. At that
time, milk in this group went up by 20 kopecks. — up to 9.29 UAH / |
(including VAT) [4]. Continuing to research the dairy market, you should
pay attention to the fact that the problem of the dairy market in Ukraine is to
reduce the number of cows in Ukraine, which leads to a decrease in the
volume of raw materials for the production of finished dairy products. The
decrease in the number of cows is caused, first of all, by a decrease in the
number of private farmers’ state farms, in principle, which, in turn, is caused
by the active urbanization of the population and the low interest of the
population in the production of milk, in the construction of farms of
European level. Against this negative background, the dairy industry of
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Ukraine continues to transform, and in this regard, according to experts,
2019 will be significant. Processing volumes will decrease as a result of
reduced milk production by households (-20 % of this category in the first
quarter of the year). Therefore, for the first time in recent years, exports in
the equivalent of raw milk will noticeably decrease. The share of receipts for
milk processing from the household’s economy will be reduced to 25 %,
although 10 years ago the ratio of farm / agricultural enterprise was 50/50.
The main reason for the aforementioned situation is a drop in demand, a
decrease in purchase prices from a milk producer, which for a given period
of time is largely private households. Processors will reduce the level of
cooperation with the population due to insufficient milk quality [9]. The
struggle for quality will lead to a decrease in the supply of raw materials for
industrial processing, and a reduction in exports. At the same time, there will
be an improvement in the quality of processed raw materials (on average)
and, accordingly, in the quality of finished dairy products on store shelves, a
decrease in production volatility, a potential increase in the purchase price
of milk in large agricultural producers, and conditions will be created for
investments in large commodity production ( subject to an increase in
consumer demand for dairy products in the country), a gradual transition to
compliance with European quality requirements for raw materials. Also,
according to experts, negative competition conditions for national producers
will not contribute to the construction of new farms. The level of profitability
is close to the level of 2018, it will be only 7—12 % depending on the region
and the level of mechanization of the manufacturer. It should be noted that
in 2018, the profitability of milk production in Ukrainian farms decreased
by 14 %, not so much due to lower prices for products, but due to an increase
in the cost of feed and other expenses associated with maintaining the
livestock. Against this background, there is no reason to expect positive
changes in milk production by households [9]. So, it should be noted that in
modern conditions the milk and dairy products market is unbalanced and it
is characterized by a low level of organization in the context of the
relationship between suppliers of raw materials and producers, high prices,
and therefore it is becoming increasingly difficult for Ukrainian milk
producers to maintain their position in the face of growing competition. Due
to the high resource intensity of domestic production, the mismatch between
the quality assessment system in the country and the world level, as well as
the reasons for the constant structure and stability of the segmentation of the
European milk market, Ukraine cannot fully compete with Western
producers. The analysis of the problem of dairy production, current trends in
the development of the domestic dairy market made it possible to identify
the basic conditions for its solution. The first condition is that it is necessary
to intensify the transition of Ukrainian milk producers — raw materials to
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innovative technologies for organizing and managing production. The
results of the analysis show that one of the reasons for the difficult state of
the dairy industry is the destruction of production and economic ties,
especially between producers and processors of milk. There is a direct
correlation between the production efficiency of processing enterprises and
the volumes of raw materials and processed material. However, due to low
purchase prices at high costs, the production and supply of milk for
processing are reduced. Dairy enterprises lack raw materials and lose
suppliers. Underutilizatione production capacity leads to a decline in milk
production. The reason for the nonequivalent exchange is the monopoly
position of the processing enterprises. However, dairy plants are not able to
increase purchases and other construction prices, as this will lead to higher
prices for dairy products. The social significance of dairy products does not
allow such an increase: their consumption is now below physiological
norms. In connection with the foregoing, the improvement of production
and economic relations with milk producers is the main task of the milk
processing industry. To solve the above problems, the necessary cooperation
of agricultural and industrial producers, taking into account the experience
of developed countries, which successfully solves the problems of
competitiveness of dairy enterprises and their entry into the world market.
Cooperation and integration is not a violent, but the most expedient and
effective way of creating mutual interest of producers in economic growth,
accessible to economic structures interested in the rapid economic growth of
production on new managerial, organizational and property bases. The
second condition is the increasing role of the state in regulating the industry
and the market. Now it is the state that should focus on protecting the
interests and profitability of agricultural and processing enterprises as the
main producers of goods; the tasks of the state should be: creation of
conditions for the integration of agricultural — economic producers with
service and processing enterprises; scientific support for the development of
the industry; training and retraining of personnel with the ability to manage
in market conditions; creation of programs of real financial support for milk
producers. The foreign economic policy of the state should be aimed at
protecting domestic producers by installing strict control at customs,
regulating imports and exports through a system of duties, quotas,
countervailing fees, raising duties to the level established in the EU countries.

The data presented in the article allow us to draw the following
conclusions: 1) the priority area for sustainable development of the milk
processing industry is the production of competitive products in the domestic
and foreign markets;

2) the solution of the above tasks is complicated by the presence of
problems existing in the galaxy, namely, we are talking about the existence
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of conceptual miscalculations in the system of reforming the agri-food
sector, fundamentally new external and internal economic conditions
for its development; 3) Nowadays, milk processing enterprises lack raw
materials, do not meet international quality standards, the milk and dairy
products market is unbalanced and it has a low level of organization of
relationships between suppliers of raw materials and producers, high prices,
with which Ukrainian milk producers maintain their position in the face of
growing competition harder. 4) in these conditions, the main trends in the
development of the dairy industry of the processing industry should be to
increase the competitiveness and quality of dairy products by introducing
elements of cooperation between producers of raw materials and the final
product, ensuring the competitiveness of the domestic producer by creating
conditions for the development of the industry by the state; 5) measures are
proposed in the current economic situation that can provide milk producers
with expanded reproduction, create conditions for domestic producers to
reach a new level of product competitiveness, and increase the economic
efficiency of milk processing products.
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FOOD SECURITY AS ONE OF THE DETERMINATIVE
FACTORS OF NATIONAL SECURITY

Stanislav Mazilenko,
Postgraduate student,
Poltava State Agrarian Academy, Poltava, Ukraine

Ensuring food security is the main task of the general national security of
each country and, therefore, prerequisite and precondition for the social and
economic stability of a state.

Food is the basic source of human life, so the development of the food
industry and agricultural production, which are the key sources of food
supplies, appears as a demographic factor. This factor is essential for
securing the natural needs of a human. Therefore, the study of food security
is of great importance and topical.

The Law of Ukraine «On the Fundamentals of National Security
of Ukraine» identifies food security among the most significant areas of
national security. The Law interprets as threats to the national security of
Ukraine: the critical condition with food supplies and uncontrolled import to
Ukraine of ecologically dangerous technologies, substances, and materials;
transgenic plants and those containing pathogens, that can cause diseases,
dangerous to humans, animals, plants, and other organisms; economically
unjustified use of genetically modified plants, organisms, substances [1].

Food security is a concept officially accepted in international practice,
which is used to describe the state of the food market of a country or group of
countries, as well as the world market. Experts of the Food and Agriculture
Organization of the United Nations (FAO) offer to consider food security as
ensuring guaranteed access of all inhabitants of the planet, country, region
to food at any time and in the amounts, necessary to ensure an active and
healthy lifestyle [10, p. 142].

Thus, food security is such a level of food security of the population
which guarantees socio-political stability in the society, the survival and
development of a nation, an individual and family, and the sustainable
economic development of a state.
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In their works, scientists have explored both theoretical and practical
aspects of food security, its structure, evaluation methods. However, the
ways and tools to increase the country’s food security and ensure it at a
higher level remain unresolved and need further research.

The study has revealed that today, food security is an issue of prior
concern of every state policy. It involves the production of food products,
their distribution, import-export, consumption of food, and so on. However,
each country has its own ways of improving the food security of its
population, depending on the urgency level of this problem solution [4].

S. Kvasha accentuates the following essential aspects of the concept of
«food security»:

1. Political aspect (characterizes the state’s sustainability to create its
positive international image as a competitive foreign agricultural market,
to provide its citizens with the consumption of the full-fledged food, in
accordance with the accepted international standards and norms).

2. Economic aspect (characterizes the capacity of the government to
mobilize national resources and agro-economic potential of the country, to
re-organize agricultural production so that to provide the population with
foods, mostly of its own production, and thus guarantee sufficient national
economic independence from foreign markets).

3. Social aspect (determines the employment rate of the population in the
agricultural sector of the economy with appropriate productivity, appropriate
payment, with full provision of infrastructural factors for the functioning of
rural areas [9].

The need to ensure food security in Ukraine requires the maintenance
of an appropriate level of food self-sufficiency, which involves the state
support for domestic agricultural producers and the use of measures, aimed
at controlling the imported products. The aim is to protect native producers
from foreign competitors.

Thus, the most important condition for ensuring food security is the
consistent implementation of the interrelated, coordinated organizational-
economic, legislative, administrative, and social measures to support food
security policy at both the state and regional levels. The combination
of state regulation of agro-industrial production with its internal
reserves, their adaptation to rapidly changing economic conditions can
significantly increase the level of food security of regions and the country
as a whole [8, p. 16].

The national food security system is based on definite principles. Among
them are the principles of stability, adequacy, self-sufficiency, independence,
accessibility, and quality. They must be taken into account when formulating
state policy on food security. The state must ensure the effective development
of the food industry, support foreign economic activity in the food industry,
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care about an increase in the population incomes, and guarantee balanced
and quality food consumption.

There are three principal forms of food problem emergence:

- excess supply over the demand, provided stable solvency (surplus food
market);

- excess demand over supply provided stable solvency (deficit market);

- reduction of demand due to reduced solvency, which leads to lower
supply and higher production costs (degrading market).

In terms of its economic content, food security covers the following main
components of its accomplishment:

1. Physical accessibility of food, ie the availability of food throughout
the country for any need and in the required assortment.

2. Economic affordability of food, at which the level of income of the
population allows to buy food, regardless of social status and place of
residence.

3. Food safety, which implies the feasibility to prevent the production,
sale, and consumption of poor-quality food, harmful to people’s health.

To determine the criteria of food security in the country, it is necessary to
adopt a state system of consumption norms which would regulate the basic
standards of food consumption: rational (normative) norms — for socio-
economic calculations, and the minimum-necessary norms — for provision
of the population with food in case of emergency [10, p. 71].

The set of economic and social conditions that ensure the development
not only of agriculture and the food sector but also the stability of the entire
economy guarantees the food security of the state. Accordingly, it provides
for the implementation of the following measures:

- conducting an effective agricultural policy, creating economic
preconditions for ensuring stable management methods;

- achieving rational employment, social policies aimed at overcoming
poverty and inequality in access to basic foodstuffs;

- implementing strategies complex for the development of the agricultural
sector in the economy in to augment food production and increase its
efficiency;

- supplying food to meet the needs of the population, guaranteeing food
safety;

- carrying out an active foreign economic activity, optimization of export-
import supplies;

- improving the mechanism for responding to emergencies in the food
market [7, p. 22-23].

Obviously, food security directly depends on such social components as
the level of agricultural education and science development, the propagation
of knowledge about healthy nutrition and cooking skills, the income
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inequality between different social groups, various forms of discrimination
in society. In addition, food security directly depends on some aspects of the
ecological situation in the country, involving the state of agricultural lands,
qualitative and quantitative characteristics of water resources, in particular,
drinking water, biodiversity, pests distribution, etc.

As mentioned above, food security has a national character, and it is
characterized by high complexity and permanence. The tasks of the national
food system and its security provision change and modify/alter together with
the changes in internal and external threats, depending on the features and
the period of its development, taking into account the fact which component
of the food problem gains priority at this stage or another [5].

The main threats to food security comprise all negative changes in
the external and internal environment factors that lower the food security
level [3, p. 39].

The scholars distinguish four main dimensions of food
security [11, p. 64]:

1. Availability. Its measurement reflects the quantity, quality, and variety
of food. Indicators for assessing the availability include energy sufficiency
of the nutrition, the share of energy value provided by cereals, vegetables
and tubers, the average amount of the consumed proteins, the average
amount of protein of animal origin, the average volume of food production.

2. Accessibility (its measurement includes indicators of physical
accessibility and infrastructure, economic affordability, whichis characterized
by the index of domestic food prices, the extent of malnutrition).

3. Stability (it is a temporary determinant of food security). Measuring
stability is divided into two groups. The first group includes a variety of
indicators that characterize risk factors. The second group concerns the
frequency indicators of such shocks as fluctuations in the food supply in the
domestic market or political instability.

4. Utilization. Its measurement indicators are also divided into two
groups. The first group consists of variables that determine the possibilities
of food use, in particular, indicators of access to water and sanitation. The
second group includes indicators that characterize the final results of the
improper use of food.

The main threats to the country’s food security include a low level
of income, which is reflected in the level of purchasing power, failure
to achieve a rational norm of consumption of the food products and low
consumption level of the products of animal origin, reducing the average
daily calorie intake, the imperfect system of quality control of products and
raw materials.

The key findings of the study argue that the food security of a state is
an important integral part of the state economic security, that, in its turn,
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determines the social security of a state. The food security of the state
is guaranteed by a set of economic and social conditions that ensure the
development not only of agriculture and the food sector but also the stability
of the economy, in general. In view of this, strengthening food security
implies the implementation of several measures. Firstly, food security
strategy should be aimed at providing the necessary quantity of food
through own production and, if necessary, attracting imports. Secondly,
food security needs to maintain the stability of food supply through reducing
supply and yield fluctuations, adequate management of national food
stocks, development of transport infrastructure, and sales systems. Thirdly,
providing access to the available food staff to all strata of the population
plays the most important role in creating the food security system.
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PART 3. CURRENT NATIONAL AND GLOBAL
FUNDAMENTALS OF SOCIAL AND ECONOMIC SYSTEMS’
DEVELOPMENT

ESSENCE AND CLASSIFICATION OF FINANCIAL
RESOURCES OF AN ENTERPRISE AND THE BASICS OF THEIR
MANAGEMENT

Valentyna Aranchii,
Ph.D. in Economics, Professor, Rector
Poltava State Agrarian Academy, Poltava, Ukraine

Building the system of financial relations is the basis of effective
management of an enterprise. For this reason, it is very important to study
the essence, role and diversity of financial resources of an enterprise.

The starting point in the process of scientific research of financial
resources of enterprises as an economic category should be the definition of
“financial resources of enterprises”.

The word “resources” comes from the French “ressourse”, which means
an auxiliary aid, i.e. something that can be used from a particular source
for certain purposes. In economic theory, resources are divided into four
groups: natural; material; labor; financial ones [5].

Financial resources are considered as a specific form of monetary
relations, which translates into the set of incomes, savings and deductions
available in the ownership and at the disposal of business entities.

The monetary form of financial resources requires constant ensuring the
balance and interconnection of financial, material, labor and other resources,
compliance with the proportions in their formation and usage [1, p. 8].

In modern interpretations of the concept “financial resources” there
is the possibility of identifying specific features that allow them to be
distinguished from the total volume of funds. Financial resources are
considered as revenues that are accumulated by an enterprise through equity
and debt capital to monetary funds in order to ensure expanded reproduction
by transforming them into other types of resources [7, p. 193]. According to
another definition, financial resources are own or borrowed funds available
at an enterprise, i.e. all assets of an enterprise — non-current and current
ones [5, p. 90.].

The basis for the formation of effective management of financial
resources is the understanding that they are a fundamental (dominant)
element of the entire resource base of any business entity, because due to
the necessary quantity of financial resources companies gain access to the
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necessary land, material, labor, intellectual resources etc. Unfortunately, in
modern conditions, financial resources should be considered as the resource
in the shortest supply for domestic enterprises, the lack of which slows
down the overall development and leads to the weakening of other elements
of resource provision of economic entities. It should be also stressed
that effective management of financial resources determines the ability
of domestic enterprises not only to survive but also to succeed in market
conditions [2, p. 350].

At an enterprise, the monitoring of the rational use of financial resources
should be conducted by a single management system of the latter, which is a
set of forms and methods of formation, accumulation, allocation and use of
financial resources in the process of economic activity of an enterprise and
its effective development.

At the micro level, the financial resources of enterprises are a set of
monetary funds that are in funded, unfunded form, as well as converted into
the appropriate materialized form, and are designed to perform financial
obligations, incur current expenses and expenses to ensure expanded
reproduction [2].

The system of financial resources management should reflect the
interconnection of the logical model of their management with the strategic
concepts of enterprise development, methods, levers and tools (fig. 1).

Thus, at the macro level, the financial resources of enterprises should
be understood as a set of monetary funds in a funded, unfunded form and
a materialized form, which are created in the process of distribution and
redistribution of gross domestic product to ensure expanded reproduction
and satisfy other social needs.

It is necessary to form a mechanism for managing the financial resources
of agricultural enterprises, which is able to ensure the effective use of such
tools and methods as: self-repayment, mixed financing, state financial
support, preferential taxation, insurance, comprehensive assessment;
analysis and interpretation of the obtained results; planning and forecasting;
distribution of resources, costs and results; pricing; risk management [4].

The subject of financial resources management of an enterprise is the
regulation of financial flows in order to ensure their balance, sufficiency,
optimality. The subject of financial resources management of an enterprise
appears from its main task — to ensure the financing of an enterprise in the
appropriate volume.

The objects of financial resources management of an enterprise are:

- financial relations arising between enterprises and their founders, the
state, commercial structures, other legal entities and private individuals;

- incomes and accumulation (profit), their formation, distribution and
use;
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- financial resources, sources of their formation, composition and
structure;

- composition, structure and circu lation of capital; - cash funds, their
formation and use;

- money circulation in the reproduction process [3, p. 102].
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Fig. 1. The system of financial resources management of an agrarian
enterprise [4]
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When managing the financial resources of an enterprise it is necessary
to apply a systematic approach, which is subject to the common goal of
enterprise development and determines the feasibility of management
decisions depending on a situation that arises under the influence of internal
and external environment of an enterprise.

According to researchers, in financial resources management, first of
all, it is necessary to choose the appropriate type of strategy, which will be
characterized by internal and external orientation: the use of own funds to
expand the market niche and is characterized by low profitability.

It is used by large and highly specialized business entities operating in
unsteady markets:

- pooling of the financial resources of medium-sized and large enterprises
to implement projects to take over new markets;

- the use of all available sources of financing (loans, issue of shares,
creation of consortia, etc.) for the formation and implementation of promising
programs for small and medium-sized enterprises. The main characteristic
of this type of strategy can be called high profitability at the appropriate
level of risk:

- attraction of donor funds of larger enterprises — consumers of products
within the framework of vertical integration with them;

- cross-financing (units that generate funds, share them with those who
do not have enough) [3, p. 95; 6].

Financing of agricultural production should provide the necessary level
of its development. To do this, the financial resources management system
should be aimed at implementing the overall economic strategy of enterprise
development to ensure their sufficient volume in a clearly defined time, the
minimum cost and with acceptable levels of risk.

Fig. 2 shows the general aspects of financial support depending on the
orientation of financing enterprise activity.

The main strategic directions of improving the financial resources
management of agricultural enterprises is the management of cash flows,
receivables, stock of finished products and other highly liquid assets; the
efficient use of equity and its increase; the use of opportunities to attract
borrowed funds, investments and receive state financial support [4].

Thus, the effective management of financial resources of agrarian
enterprises involves the selection of strategy, goals and range of objectives
to achieve the highest economic effect for the rationalization of enterprise
activity. Basic principles to be guided on the way to the efficient use of
financial resources are as follows: strong centralization of financial resources;
financial planning; formation of large financial reserves; unconditional
fulfillment of financial obligations.
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It is known that the technical and technological level of development
of agricultural and food businesses in the budget-generating sectors of the
food sector can not be constantly confirmed by radical changes. This is due
to the traditional production and stability of technologies in the industries.
Also, there is not always an objective possibility to create unique products.
The entire range of products is practically mastered by the leading economic
entities of the agro-sphere.

Therefore, it seems appropriate to consider as the main areas of formation
of competitive advantages of high order for enterprises of budgeting the use
of branding and rebranding of products and the formation of psychological
commitment of consumers; development of branded trade, including via the
Internet; improving food advertising on the basis of innovation; ensuring a
high business reputation and a positive image of producers; comprehensive
study of the motivation of different groups of leading consumers and on this
basis - the establishment of close and established links with them.

The formulation of this problem requires a solution to the question of
what requirements the consumer at the present stage to the manufacturer
to its products. The set of expectations and needs of consumers can be
presented as follows: consumers want peace and security; consumers are
very grateful to those who can take care of their life problems, which they
themselves find difficult to cope with; many businesses grow and prosper
because they are more comfortable for their customers. Consumers also want
personal attention and communication; consumers want quality; sometimes
consumers want to be partners of the enterprise. Finally, consumers want to
be able to return items or products that do not fully suit them; consumers
want to bring them joy and satisfaction; consumers want to live in an
atmosphere of predictability about businesses or consumer markets.

In our opinion, the noted expectations and requirements of consumers
form the reasons for making a purchase, which include motives of safety,
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commitment, comfort, pride and novelty. The security motive is determined
by the reputation of the objects of management, the mark of quality of the
goods, the guarantee of a refund for the purchase. The motive of attachment
is formed by the quality of service, an effective system of discounts. The
motive of comfort is determined, first of all, by simplicity of operation,
quality of the goods, high quality of production. The motive of pride is
determined by belonging to a certain social class and status, possession of
rare things. The motive of novelty forms the consumer’s desire to buy new
products.

The solution to many of the above aspects is to ensure closeness to
the consumer, establish trust, personal relationships with consumers, the
organization of individualized marketing, satisfaction and retention of regular
customers. In practice, these areas, in our opinion, can be implemented
through the development of branding tools, improving the organization of
trade, brand and assortment policy, measures to form the social mission of
the enterprise and the industry as a whole.

The essence of branding is to form a long-term consumer preference for
the brand. The use of branding in a competitive environment is due to the
need to distance oneself from the products of competing businesses. The
objective need to use branding in the market of food and other goods is
explained by the fact that in each region of the country there are producers
who simultaneously try to enter the markets of neighboring regions and, at
the same time, experience pressure from competing producers from these
regions. Within the framework of branding, a single system of creating and
disseminating advertising information is being formed, the task of which is
to determine the place of a trademark in the minds of consumers.

Thus, branding forms the psychological attachment of consumers to
a particular brand of goods. Psychological attachment to brands is based
on the fact that consumers have a limited ability to perceive and analyze
marketing information, because when deciding what to buy, perhaps in the
brain of complete logical calculations, taking into account all the pros and
cons of the presence and which are available in comparison with each other.

Instead, people research product and product information only, and
only then make decisions based on very large and general perceptions
and their feelings about which product is best for them. It is these general
ideas and feelings that determine the degree of commitment to a particular
brand. The pride of a stable brand is consumer loyalty, low vulnerability to
marketing actions of competitors and crises, higher profits, inelasticity with
increasing prices, increasing the profitability and efficiency of marketing
communications, additional opportunities to promote the brand.

A significant difference between a trademark and a brand (trademark) is
that a trademark allows to identify the products of a particular manufacturer,
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while the perception of a trademark is accompanied by various associations,
images and expectations of consumers, which ultimately determine
consumer choice. In our opinion, the most reliable tool for the development
of branding and the formation of psychological commitment to the brand
is the development and improvement of branded trade in the market.
Branded trade performs two important organizational functions in modern
conditions: first, it allows full control of the sales channel, and secondly,
provides a continuous flow of funds, thereby improving the turnover and
financial condition of businesses and the industry as a whole.

In our opinion, branded trade can solve the problem of forming a
psychological commitment to the brand and satisfy consumer motives
through a high culture of service, offering the widest possible range of
products, freshness of products sold, tastings. The task of branded trade is
also to establish effective feedback from the consumer to the manufacturer
on quality, prices, product range.

Through the system of branded trade, it will be more effective to implement
various measures to stimulate sales. Such events include raffles for cash
receipts, distribution of free product samples and souvenirs. It is obvious that
the implementation of the proposed measures will reduce the profitability of
production, but their high incentive effect can increase turnover, and hence
the mass of profits, as well as increase the competitiveness of economic
entities in the food industry.

Employees of branded trade, analyzing the daily, weekly, monthly sales,
must provide relevant information, the use of which will optimize the range
of products produced by the volume of production of individual items. Thus
the analysis of average daily volumes of sales will allow to optimize the
schedule and volumes of delivery of finished goods, to liquidate the remains
of production.

In addition, branded employees should collect and summarize
consumer preferences on product quality, as well as conduct surveys and
questionnaires, the effectiveness of which will be quite high, by addressing
the target audience, which has a certain degree of commitment. Particular
attention should be paid to the training, skills and qualities of sellers, as this
factor is decisive in the process of establishing a relationship of trust with
consumers.

Along with the considered directions, for formation of commitment
of consumers it is necessary to use means of the general communication
influence. This requires a constant presence in the information field of
the regions of sales of the developed combinations of information, radio,
institutional advertising, reminiscent. The tasks of information advertising
are to inform consumers about the entry into sale of a new product, to reduce
prices and the introduction of a system of discounts, lotteries and raffles, and
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SO on.

The tasks of material advertising are the formation of preferences for
the brand, change the perception of the properties of the product, the belief
to make a purchase. Reminders are designed to maintain awareness of the
product and its place of purchase, to maintain commitment to the brand, to
remind about the need to purchase the product in the near future. Institutional
(prestigious) advertising is designed to form and maintain a fertile image of
economic objects, which affects the competitiveness of budget-generating
sectors of the food sector.

In our opinion, in addition to conducting a planned advertising campaign,
it is necessary to implement a set of the following measures: first, the
constant development of various forms of communication with consumers,
such as consumer conferences, participation in exhibitions, fairs, seminars,
tastings in major retailers outlets, the availability of contact telephone
numbers for direct communication of consumers on quality issues, product
range of facilities and claims. Second, the use of propaganda in the media in
order to disseminate commercially important information about the goods
and facilities of the budget-generating sectors of the food sector through the
establishment of long-term mutually beneficial relationships with managers
and specialists of the leading media.

The measures offered by us, at their planned and complex application, are
capable to create steady, long-term, trusting relations, objects of managing
and consumers, to provide psychological commitment of consumers to
a trade mark of the manufacturer, to increase reputation of objects and,
consequently, to create competitive advantages. and to ensure the long-term
competitiveness of the budget-generating sectors of the food sector.

However, when considering the formation of the reputation of
businesses, we think it is necessary to dwell on some aspects in more detail.
The components of the image are the organizational and managerial culture
of economic objects, internal socio-psychological climate, the image of
economic objects among consumers (quality, design, brand popularity,
service, discount system, price, corporate identity), business image of
industries (business reputation, integrity, reliability, loyalty to partners,
information openness, business activity), social image (sponsorship,
patronage, participation in environmental issues, employment, health
care, assistance to individuals) and the image of industries for government
agencies (importance products for the region, participation in regional social
programs, compliance with laws, providing jobs).

A positive image increases competitiveness in the market by attracting
consumers and partners and facilitating access to resources. In our opinion,
the social image of budget-generating sectors of the food sector is also
an important tool for the formation, primarily of consumer opinion, as
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information about the promotion of industries to social programs will
always find a response from domestic consumers. Thus, the development of
these areas will strengthen the reputation of the budget-generating sectors of
the food industry among consumers and the degree of their commitment. It
should be noted that the consideration of the image of economic objects as a
derivative of several components corresponds to the modern understanding
of the role of marketing in managing the market activity of economic objects
and the allocation as its main function of integrating function [1].

Integration marketing pays special attention to market participants,
which affects the activities of economic entities in the budget-generating
sectors of the food sector. The basic principle of classical marketing -
market orientation - in the framework of integration marketing is interpreted
not as customer orientation, but as focus on all groups of influence - on
staff, suppliers, sales partners, competitors. The ultimate effectiveness of
marketing depends on the degree of integration of individual activities and
the effectiveness of coordination between them.

In our opinion, this understanding of marketing confirms the validity of
our chosen method of studying the competitiveness of economic objects of
budget-generating sectors of the food sector as a system of interdependent
factors of competitiveness as a system of factors of competitiveness actually
applied in practice. When analyzing the competitiveness of an individual
business entity and making sound management decisions, it is necessary
to use a wide range of indicators that characterize the effective operation
of business facilities and are an indicator of effective work and interaction
of all departments. This fact allowed us to develop a system of indicative
management of decision-making to increase the competitiveness of budget-
generating sectors of the food sector.

The proposed system combines a set of solutions that have both internal
and external direction of action, allows to form a comprehensive approach to
decision-making to ensure competitiveness, as a generalized description of
the activities of budget-generating food industries in the market, and can be
used in operational management and control. Sustainable competitiveness
of budget-generating branches of the food sector will be ensured by using
all the ways of certain organizational and economic principles and the
formation of high-order competitive advantages on the basis of the proposed
set of methods.

However, it should be noted that the development of budget-generating
sectors of the food sector as a whole largely depends on the unregulated by
domestic means of influence of economic entities factor - aggregate market
demand. The elasticity of demand for income and high potential demand
suggest that raising living standards will increase aggregate demand and
supply, ensure the efficient operation of all elements of the production
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system, allowing them to develop within the most stable form of economic
cooperation - a cluster of competitive budget industries.

In modern conditions there is a need to change the orientation and
evaluation criteria of food products produced by agricultural enterprises
that belong to the budget-generating sectors of the agri-food sector. The
competitiveness of any product can only be determined by comparison,
and is therefore a relative indicator. It is a characteristic of the product
that reflects its difference from the product of a competitor in the degree
of satisfaction of competitive social needs. Competitiveness is determined
by the set of properties of these products, which are part of its quality and
important for the consumer, which determine the consumer’s costs for the
purchase, consumption (operation) and disposal of products.

Assessment of the competitiveness of goods (services) of enterprises
belonging to the budget-generating industries of the food sector begins with
determining the purpose of the study: if you want to determine the position
of this product in a number of similar, it is enough to directly compare them
on the most important parameters; if the purpose of the study is to assess
the prospects of sales of goods in a particular market, the analysis should
use information that includes information about products that will enter the
market in the future, as well as information about changes in standards and
legislation, consumer demand [2].

Regardless of the objectives of the study, the basis for assessing
competitiveness is the study of market conditions, which should be carried
out constantly, both before the development of new products and during
its implementation. The task is to identify the group of factors that affect
the formation of demand in a particular market sector: changes in the
requirements of regular customers; the directions of development of similar
developments are analyzed; areas of possible use of products are considered,
the circle of regular customers is analyzed.

The above involves a comprehensive study of the agricultural market.
A special place in the study of the market is occupied by long-term
forecasting of its development. Based on the study of the market and
customer requirements, the product is selected, which will be analyzed or
formed requirements for the future product, and then determine the range
of parameters. The analysis should use the same criteria that the consumer
operates when choosing a product. A comparison is made for each of the
groups of parameters, which shows how close these parameters are to the
corresponding parameter of need.
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The level of spatial capital development is a business environment key
component, determining its competitiveness through access to key resources,
infrastructure, speed of market demands response and the integration level
into global resources markets, technologies and products.

Peculiarities of economic entities dominant business models in different
sectors of economic activity are determined by their size and forms of
organizational structures building; personnel potential and its development
policy; the level of their conservatism or progressiveness; level and horizons
of cooperation with other stakeholders of spatial and economic development.

At the same time, the predominance of certain business models of a
certain type of economic activity business structures is a consequence of
long-term integrated influence of spatial capital factors that have been
developed in a certain area, which determine the competitive advantages
formation for some activities and make it impossible or limited for others.

In general, a company’s business model is a set of elements that
characterize the fundamental logic of its operation based on the effective
use of competencies and strategic resources in business processes to create
products with high value that meet consumer priorities and ensure profit
growth [4].

Depending on the goals of the enterprise, various types of business
models are possible, which are classified according the areas of business
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development, functional affiliation, as well as depending on the level
of the business model openness. From the standpoint of analyzing the
characteristics of changes in the behavior of the business model under the
influence of the spatial factor, it is appropriate to consider their classification
depending on the focus on individual tasks in the process of functioning.

Research of evolution of business models according to V. Volodin [5]
indicates the existence of a number of competitive advantages that determine
their development. Depending on the competitive advantages and sources of
value added, we can distinguish three types of business models:

The first type of business models is typical for enterprises that specialize
in the production of consumer goods, so they focus directly on ensuring
the efficiency of the production process, as the main goal of their activities
is to achieve maximum efficiency at minimum cost. The products of such
enterprises, as arule, belong to the category of goods that meet the basic needs
of human life, so it has a high probability of sale, does not require exclusive
resources and individual approach to establish channels of interaction with
suppliers and end users. For such enterprises, the most typical behavioral
model is encapsulation, and the key source of value added is to attract the
necessary capital and labor.

The second type of business models is inherent for enterprises that
operate in conditions of unsaturated production. As a rule, they specialize in
manufactured products that have analogues in the market, and their activities
often focus on integration with the suppliers’ and consumers’ markets. The
key factor in the competition for such companies is quality, which requires
constant improvement of products and processes, the availability of the
necessary information and special organization — integrated system and
working groups, that are focused on quality improvement. In addition, an
important factor in improving the efficiency of such enterprises is the speed
of product delivery, which requires the use of cross-functional groups and
supply systems focused on the rapid satisfaction of consumer demands. The
key role is played by the availability of quality infrastructure on the scale
of individual territorial entities, which is able to ensure the continuity of
operating flows of the enterprise.

The third type of business models is typical for enterprises that operate
in a dynamic production environment. The competitive advantages of such
business structures are usually provided by their ability to respond quickly to
changing consumer demands and the ability to integrate with other business
structures in global markets to meet such demands. The main source of
value added for such enterprises is the analysis of processes in order to
identify emerging needs and create consumer value focused on a particular
customer. As a rule, enterprises with such type of business model specialize
in the implementation of projects that allow them to obtain a number of
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absolute comparative advantages in the long term, therefore the activities
of such enterprises focus on building cooperation with key stakeholders of
spatial and economic development and integration into global value added
chains.

Thus, the priorities of focusing on typical business models differ in
the qualitative parameters of spatial capital development on the scale of
individual territorial entities, which characterize the possibility of ensuring
the inclusion of business structures in the processes of spatial and economic
development (Fig. 1).

Let us consider in more detail the influence of the spatial factor on the
formation of typical business models of domestic economic entities for
different types of economic activity.

The location of enterprises determines their spatial inclusion in the
territorial formations of higher levels, and, accordingly, markets. It is
provided with a high-quality branched transport network. Nowadays, the
condition of the road network in Ukraine is unsatisfactory, which reduces
the possibility of ensuring the inclusion of local territorial entities business
structures in the processes of spatial and economic development. The
imperfection of the transport infrastructure leads to an increase in time spent
on transactions, the need to form larger stocks of enterprises, reducing the
integration of enterprise flows with suppliers and consumers of products.

At the level of local territorial entities, the predominant type of economic
activity is agriculture. Based on the logic of fig. 1, business models of
agricultural companies, as a rule, are focused on ensuring the efficiency
of operating activities (crop production, animal husbandry) by minimizing
costs. However, these processes are associated with significant negative
effects, in particular: increasing the economic efficiency of land use is due
to violations of crop rotation, their rational use, increasing the cultivation of
crops, which accelerates the process of land degradation. Thus, according
to the Ministry of Agrarian Policy and Food in 2018 [3], Ukraine is a world
leader in the production and export of sunflower oil and sunflower flour.
However, in 70 % of sunflower fields in March 2020, the agricultural
platform EOS Crop Monitoring [2] recorded violations of crop rotation.

Improving the efficiency of agricultural enterprises operating activities is
achieved through the use of the latest equipment for growing and transporting
products. However, for small enterprises, significant investments in
agricultural machinery are not available, so they are usually unable to use
advanced technologies, so often such equipment is used in the cultivation of
crops or livestock development by large agricultural holdings.

Minimization of costs of agricultural enterprises at the level of local
territorial entities is also achieved by reducing the remuneration of
employees. The level of wages in agriculture in comparison with other types
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of economic activity is low. For example, in March 2020 the average salary
of agricultural worker was 9105 UAH, with the average of the country’s
economy 11446 UAH, in industry — 13044 UAH [1].
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As a rule, there are no alternative types of employment in rural areas, so
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residents are forced to work for such remuneration, which leads to a decrease
in the level of population solvency and the development of migration
processes to higher-level territorial formations due to the qualitative
characteristics of living space, opportunities for development and individual
self-realization.

Although there are supporting agricultural producers government
programs, but their effectiveness is not acceptable to bridge this gap. As
we can see, the scale of large farms is beginning to play a key role in cost
optimization, which may lead to the monopolization of certain types of
agricultural activities by large farms. As a result, in the Kharkiv region,
farms with an area of more than 100 hectares own 65 % of the agricultural
land in the region.

The opportunity to obtain the benefits of large enterprises by small
farmers is achieved through the creation of agricultural cooperatives, joint
use of agricultural machinery, storage facilities, development of local
food circles. Nowadays, such experience in the development of business
models of small agricultural enterprises is promising for Ukraine, there
are successful isolated attempts to implement it. However, there are also
many examples where small agricultural enterprises cease to exist or change
their specialization due to the inability to compete with large agricultural
holdings.

As aresult, it leads to the deepening of degradation of spatial capital, the
spread of agglomeration, which is characterized by changes in the load at the
points of concentration of spatial capital, the depreciation of the territorial
factor at the local level.

Thus, the features of business models of enterprises, which are manifested
under the influence of degradation of spatial capital at the local level include:

— encapsulation of business models, low level tendency to build a
dialogue with other stakeholders of spatial and economic development;

— maximum focus on economic efficiency, which leads to the intensive
use of local effects, resources (primarily agricultural land);

— weak focus on the production with high value added products, the
desire to get results in a short time;

—impossibility of providing decent working conditions for the population
of local territorial entities, primarily due to non-competitiveness of wages
compared to other economic activities, which leads to reduced motivation,
the popularity of employment in the agricultural sector and the development
of migration processes;

—reducing the number of small and medium enterprises in the agricultural
sector due to their inability to compete with large agricultural holdings,
which ultimately leads to their disappearance or change of specialization;

— technologies and the latest agricultural machinery availability for large
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enterprises.

To sum up, it can be stated that the key prerequisite for business
transformation and implementation of promising business models is to
ensure the inclusion of business structures in the processes of spatial and
economic development, which will increase their competitiveness by
actively responding to environmental changes.

Given the spread of trends in leveling distances, development of
intersectoral businesses and changes in the existing business area, the issue
of transformation of business models by ensuring the transition from “closed
encapsulated with a conservative technological structure” to “active and
transparent models focused on the circle with other business entities and the
introduction of innovations” by de-shadowing their activities, technological
re-equipment and active involvement in the management of spatial capital
development.

Ukraine is characterized by the lowest business structures in Europe
internationalization index. The catalytic influence on the strengthening of
these processes can be a balanced development of spatial capital. If in the
global dimension favorable conditions have already been created for the
spread of international processes (development of world payment systems,
expansion of e-commerce opportunities and improvement of logistics
networks), so that at the local level there are certain limitations due to slow
implementation of structural reforms and low living standards, problems
of transport accessibility of separate territories of the country. In such
conditions, balanced spatial and economic development will contribute to
the internationalization of business structures, which, in turn, will open
new opportunities for them to expand markets, gain access to global capital
markets and technologies. At the state level, internationalization contributes
to increasing incomes and employment, as well as increasing the inflow of
foreign investment, which is part of the economic growth that Ukraine now
needs.
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MANAGEMENT OF AN AGRICULTURAL ENTERPRISE

Olena Ovcharuk,
Ph.D. in Economics, Lecturer,
Poltava State Agrarian Academy, Poltava, Ukraine

The development of a modern enterprise is based on professional staffing,
which creates the basis for anti-crisis management. Anti-crisis management
of a modern enterprise requires the formation of the latest management
techniques, a sensitive response to the requirements of counterparties and
institutional changes in the rules of market behavior, which are actualized in
the current laws and regulations. Based on the development of the domestic
economy focused on European integration of Ukraine, it should be noted
that it is important to introduce relevant staffing technologies of anti-crisis
management, an innovative, organizational infrastructure.

This issue is also important for the agri-food enterprises of Ukraine.
The problem of staffing is effectively solved in the framework of creating
the innovative infrastructure (a technology platform, a science park) as a
communication tool for voluntary association of institutions, organizations
and enterprises [1]. The main tasks of regulating the creation and operation
of the technology platform are:

- preparation of long-term forecasts and plans for anti-crisis development
of enterprises;

- formation of forecasts of scientific, technical, economic development,
foresights, scenario planning of anti-crisis innovative development of the
agri-food sphere;

- formation of the subject area of applied directions of economic research
and substantiations of the improvement of anti-crisis management of
enterprises;

- formation of project teams from representatives of enterprises, research
institutions and the system of state power;

- gathering and processing of the necessary baseline economic and
management information on economic activity of enterprises;

- actualization of innovative anti-crisis projects, new management
technologies (conferences and seminars) of enterprises;

- training of specialists in anti-crisis management, their advanced training
in the sectors of the technology platform operation;
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- participation of enterprises of the technology platform in the world
networks of technology transfer and anti-crisis management programs;

- anti-crisis innovation consulting;

- integration of anti-crisis management activities into a joint network
of other technology platforms (in particular with European technology
platforms) [3, 9].

Human resources are the basis for creating innovative structures. In the
leading countries of the world, the innovation model is based on the state
innovation policy, the innovation potential of science, the infrastructure
of the science-based market and the innovative capacity of agro-industrial
production. At the same time, it is the infrastructure component that is
decisive in building a market economy, ensures the movement of innovation
from the scientific sphere to production, which increases its efficiency and
helps to overcome a crisis. The model of the technology platform proposed
by the author unites the leading enterprises, scientific institutions, creates
organizational and methodical bases of transfer of innovative projects of
scientific institutions into production. The science park, as a governing body,
integrates the business system of capitalization and commercialization of
innovative projects and products for the needs of anti-crisis management.

The mission of the developed technology platform corresponds to the
European norms and priorities of the framework program “HORIZON
20207 [4].

The functions of the science park take into account a stuffing structure,
including:

- development of new types of innovative products, their capitalization
and timely commercialization, promotion of competitiveness of enterprises;

- information, innovation, anti-crisis consulting of the founders and
partners of the science park;

- involvement of a wide range of participants in the joint development of
anti-crisis measures;

- formation of project proposals for the implementation of venture
projects of the science park;

- development of international and domestic mutually beneficial
cooperation in the field of scientific, technical, innovative activities,
assistance in attracting foreign investments;

- organization of training for participation in the innovative anti-crisis
projects of the science park, outstaffing;

- promoting development, supporting small innovative entrepreneurship
(creation of anti-crisis business incubators);

- integration into international networks of technology transfer and data
banks of anti-crisis measures and rehabilitation tools;

- defending the interests of all participants in government bodies,
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public organizations, development of international cooperation, other
functions [2, 8].

The experience of creating science parks shows that a science park
contains components that take into account a staffing component:

- transfer centers for consulting services of participants of the science
park and other subjects of the agricultural market;

- research and technological, experimental and production base for the
creation of innovative, scientific and technical products;

- industrial trade and production base for production, storage,
transportation and sale of products;

- project clusters (joint activities) for the mastering, production and sale
of science-based and related finished products;

- monitoring centers for identifying common and complementary
technical and technological solutions and innovations.

A science park is an association of developers, producers, intermediaries
and consumers of quality products of agricultural raw materials processing.

The techniques show [8] that the movement of scientific and innovative
projects, science-based products accompanied by expert and design
consulting services, material and financial resources of science park projects
are provided by transfer innovation centers.

The priority direction of the science park may be the creation of
innovative clusters in agro-industrial production, the conditions of which
are as follows:

- formation of the technology platform of anti-crisis development,
elaboration of organizational bases of creation, functioning and anti-crisis
development of cooperation of science, business and power on a parity basis;

- creation of the science park, ensuring the functioning and development
of its transfer-technological infrastructure, granting the necessary authority
to the management bodies as to encouraging and protecting interests;

- providing incentives for science park projects, promoting investment,
development of innovative cluster project associations for the production
of competitive (profitable) products of processing of agricultural raw
materials [1, 3, 6, 7, 8].

The implementation of the proposed concept of creating the technology
platform will enable:

- to integrate anti-crisis capabilities of research institutions, design
bureaus, enterprises, intermediaries, consulting institutions, other
participants that form the transfer and technological infrastructure of the
science-based agri-food market through a network of consulting innovation
centers;

- to concentrate the innovative potential of science, the opportunities of
high-tech production, the commercial capability of business for ensuring
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anti-crisis development of enterprises, the marketing support of innovative
products in domestic and international markets;

- to attract capital in projects of the anti-crisis development of the science-
based agri-food sphere, in particular, the approbation, distribution of high
technologies of production on an innovative basis;

- to provide an independent marketing expertise of competitive conditions
of the market of science-based technologies, the patent protection against
doubtful expansions; information support for the development of an effective
anti-crisis strategy of enterprises.

The technology platform should unite enterprises, consumers of products
and generators of scientific knowledge:

- research institutes, innovative partners of enterprises;

- experimental design bureaus;

- higher education institutions;

- project organizations;

- engineering companies;

- consulting firms specializing in anti-crisis management;

- service enterprises;

- financial and credit organizations (banks, insurance companies, etc.);

- marketing, sales and logistics organizations;

- state bodies;

- other organizations.

From the point of view of actualization of staffing potential [2, 7],
for achievement of the strategic objectives, the following anti-crisis
project directions of technical-technological and organizational-economic
transformations due to the creation of the technology platform are provided:

- increase in labor productivity;

- ensuring the balance of supply and demand for products of processing
of agricultural raw materials by increasing the capability of domestic
enterprises as to purchasing domestic competitive products;

- development of forms of economic activity of enterprises and anti-
crisis research and production cooperation on a cluster basis;

- development of the market of agricultural products to ensure producers’
access to information and logistical support: the creation of an organized
marketing system, pricing system for the products of processing of
agricultural raw materials, anti-crisis innovation proposals for producers
and intermediaries;

- reforming the anti-crisis management of enterprises dealing with
processing of agricultural raw materials, which provides for the formation
of organizational and managerial structures to ensure the anti-crisis
management of agro-industrial production;

- formation of the anti-crisis innovation profile, attraction of investment
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and credit resources to enterprises to overcome a financial and economic
crisis and ensure the anti-crisis development, support the competitiveness
of agro-industrial production in the science-based market;

- investments and reengineering of enterprises by creating appropriate
mechanisms to ensure the development of material and technical facilities,
formation of producers’ own sources of investment financing, attracting
investment resources from other sectors of the economy and foreign
countries to financial markets (IPO);

- formation of the information profile and support for decision makers in
the management system of anti-crisis innovation development;

- transformation and development of anti-crisis management system of
enterprises on an innovative basis;

- anti-crisis support of foreign economic activity of enterprises [1, 4, 5,
6,9, 10].

It is proposed to implement anti-crisis projects of the science park of the
technology platform to be carried out on the basis of cluster associations.

Almost all countries of the European Union implement national and
regional clustering programs in accordance with the resolution of the Lisbon
Summit of the European Union [6].

Thus, the synergy of efforts of science and technology, clustering of their
main areas of work is an important element in uniting scientists, engineers,
entrepreneurs for the successful implementation of innovations. Global,
in particular European, experience shows that this contributes not only to
attracting innovative tools for research and development, but also increasing
the competitiveness of enterprises and processed products, creating new
jobs and improving a social and economic situation in the region and the
country as a whole.

Fulfillment of the tasks of this pilot project of the technology platform
for anti-crisis development on the basis of staffing activation will enable
to quickly introduce modern efficient production technologies, which also
requires the creation of a unifying infrastructure that will help overcome a
financial and economic crisis.

The anti-crisis activity of enterprises-participants of the science park
is coordinated with the help of the following elements of the innovation
infrastructure of the technology platform:

- anincubator of anti-crisis business projects, which provides development
and support for the implementation of cluster projects of the science park on
mastering, production and sale of innovative finished products;

- a trading house, which integrates the relationship of contracts for the
supply of material resources, production and sale of agro-industrial products
produced by projects of the science park, the provision of other services to
enterprises.
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Thus, the effective development of modern enterprises requires
innovative, cost-effective management solutions and pilot projects of
development, but, on the other hand, requires a systematic overcoming of a
financial and economic crisis. It is possible in the case of using the proposed
scheme: the organization of technology transfer and management decisions
(technology platform) — provision of security and overcoming crisis factors
— cluster associations of enterprises led by science parks on the basis of
leading members of the association. Therefore, the formation of a modern
technology platform is a timely and effective tool for implementing dynamic
models of anti-crisis innovative management, support and strengthening of
the competitiveness of domestic enterprises.

Thus, with regard to the coordination of agricultural enterprise activity
in the implementation of program and goal-oriented tasks of the technology
platform and effective anti-crisis projects, it is proposed to create the science
park within the technology platform, which will implement these projects
through the anti-crisis innovation infrastructure, which consists of certified
enterprises-founders and temporary organizations involved in anti-crisis
projects. The development of the innovation infrastructure of the technology
platform should be focused on the implementation of the monitoring function
of multi-alternative development.
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Currently, the tasks of integrated use of land resources, regulation of
land relations are very acute. The effective functioning of the land sector
is hampered by a number of factors: constant changes in land legislation,
lack of funding (or complete lack of funding) measures to address land use
shortcomings and improve land; lack of clear land development programs;
lack of coordination of actions and well-established information interaction
between the units regulating the land sphere.

An agricultural enterprise is a complex socio-economic system that
includes both land and engineering infrastructure, objects of social and
economic spheres. Therefore, in order to optimally allocate resources, it is
necessary to take into account the elements of the management system that
provide influence on the factors on the state of which the result of activities
depends.

The formation of organizational and economic mechanism of land
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management has a number of features.

First, land resources management should be based on the principles of
rational use of agricultural land, which means:

1) development and implementation of criteria for efficiently operating
enterprises;

2) formation of the optimal ratio of agricultural lands;

3) regulation of the procedure for attracting agricultural land into
circulation, introduction of business planning and forms of state support for
both producers and investors.

Secondly, the problem of real delimitation of property is currently acute.

The development and implementation of organizational and economic
mechanism should be carried out comprehensively, systematically with a
focus on solving specific practical problems.

For the purpose of further research it is necessary to specify the meaning
of the concept of «organizational and economic management mechanism»
in relation to land resources.

Based on the analysis of the provisions of scientific publications [7-10],
characterizing the content of the category «mechanismy», and taking into
account the specifics of land resources management (the exceptional
importance of land as a natural resource, the versatility of land as an object
of management, lack of clear delineation of management functions, etc.),
the organizational and economic mechanism of land resources management
means a hierarchical system of elements of organizational and economic
influence on land resources in order to effectively use these resources.

The proposed organizational and economic mechanism is aimed at
forming strategies for integrated development of the territory. In this case,
land resources are considered as a basic component of the territory.

The proposed mechanism is based on the interaction of government
entities at the state and regional levels, consisting of government agencies,
and economic entities, which include enterprises, associations of enterprises,
citizens.

The developed mechanism is aimed at implementing strategies
to improve the efficiency of land use. The strategy in this case means a
system of actions aimed at improving the management and use of land
resources [ 1, 6].

The main criterion for choosing strategies — the type of efficiency of
land resources management (economic, technological, informational,
legal, budgetary, social, environmental). Thus a number of spheres of
management are in closer interaction (economic and technological — on the
one hand, information, legal and budgetary — on the other hand). In order
to avoid duplication of functions, economic and technological strategies
are combined into one «Economic Strategy», and information, legal and
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budgetary strategies are combined into a single «Administrative Strategy».

Consider each of the strategies.

Strategy S1 «Economic» provides, above all, the impact on the economic
components of the effectiveness of land management.

At the local level, there is an interaction of interests of many economic
agents (owners and land users try to get the maximum profit from the
possession, use and disposal of land).

The authorities are interested not only in obtaining economic benefits,
but also in creating optimal socio-economic conditions for the systematic
development of the economy as a whole. In this case, the governing bodies
need to take into account a number of specific characteristics of land
resources: irreplaceability, the use of land as a spatial basis in most industries
and as a means of production in agriculture [5].

As a significant share in the total area is occupied by agricultural land,
it is necessary to consider in more detail the indicators that characterize the
efficiency of agricultural land use.

Economic efficiency of land use in agriculture is characterized by a
system of natural and cost indicators:

- crop yields;

- the value of gross output, gross and net income, profit per 1 ha;

- payback of costs for land resources, 1 UAH material costs;

- profitability of production,%.

As additional indicators of land use efficiency can be used:

- the degree of land involvement in agricultural production (arable land,
hayfields, pastures),%;

- demonstration of studio use of agricultural lands (specific weight in the
area of agricultural lands),%;

- degree of arable land use (sown area / arable land area).

As additional indicators of efficiency of agricultural production are used:

- the share of agricultural land in the total land area of land assigned to
agricultural enterprises;

- the share of arable land in the structure of agricultural land available to
agricultural enterprises;

- the share of crops in arable land.

When considering the efficiency of land use at the

regional level, the following provisions should be taken into
account [2—4]:

- the list of indicators for assessing the efficiency of land use is tied to
a specific area of production, for example, in agriculture, yields and sown
areas are analyzed; when building the territory it is necessary to take into
account the density of buildings, storeys, infrastructure;

- land use efficiency is calculated on the basis of a comprehensive
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assessment of the consequences of the measures taken in the short, medium
and long term;

- mandatory consideration of environmental factors.

The exceptional value of agricultural land determines the need for rational
use of the land fund of administrative districts in order to strengthen the
economy and development of agricultural enterprises, as well as to increase
agricultural production.

In the context of a variety of forms of land ownership, the definition of
strategic directions and the degree of efficiency of agricultural land use is
becoming increasingly important:

- improving the structure of land through transformation;

- transfer to more productive lands, which can give the largest number of
agricultural products;

- increasing the fertility of land;

- involvement in agricultural production of unused land;

- reclamation works;

- development and expansion of irrigation, drainage and hydration
systems;

- work to improve hayfields and pastures.

Strategy S2 «Environmental» affects the environmental components of
the effectiveness of land management. In general, these indicators can be
divided into physical and cost.

Natural indicators include information on the area of land contaminated
with various industrial and household wastes and land disturbed as a result
of human economic activity (erosion, salinity, wetlands, etc.).

Also to the natural indicators should include data on the volume of
restoration work (reclamation).

The cost indicators include:

1. Costs of environmental measures (construction of hydraulic structures,
roads, planting of forest strips, creation of sanitary protection zones, reserves,
sanctuaries, etc.).

2. Annual costs for the maintenance of environmental facilities in
working order.

3. Reduction of costs for medical care due to the improvement of the
ecological condition;

4. The cost of additional products obtained as a result of increasing
productivity and reducing absenteeism.

5. The volume and cost of additional products obtained as a result of the
«marginal effect».

6. Volume and cost of additional products obtained as a result of reducing
the negative impact on land, water and air of anthropogenic and natural
factors, which include erosion, drying, soil compaction, pollution of natural
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resources;

7. Losses of agricultural products depending on the degree of soil
compaction.

Implementation of Strategy S3 «Administrative» is associated with the
impact on administrative factors that determine the effectiveness of land
management:

1. Average monthly nominal accrued wages of employees: large
and medium-sized enterprises and non-profit organizations; preschool
educational institutions; general education institutions, including teachers;
institutions of culture and art; institutions of physical culture and sports.

2. The amount of investment in fixed capital (excluding budget funds)
per capita.

3. The share of profitable agricultural organizations in their total
number, %.

The S4 «Social» strategy is aimed at improving the quality of life of
people and creating favorable conditions for work and leisure. Indicators that
characterize the social sphere of education: the share of children aged 1-6
who receive preschool educational service and (or) service with their content
in educational institutions in the total number of children aged 1-6 years,
housing construction — for 3 years; the average annual number of permanent
residents, the share of tax and non-tax revenues of the local budget (except
for revenues of tax revenues according to additional deductions) in the total
revenues of the education budget (excluding subventions), etc.

Indicators from the considered groups (economic, ecological,
administrative, social) are used as a basis for development of the
corresponding strategies within the limits of the organizational and economic
mechanism and development of tools of increase of efficiency of use of land
resources.

The proposed organizational and economic mechanism is based on the
interaction of land management entities of all levels, starting from the state
level and ending with enterprises, associations of enterprises, entrepreneurs
and peasant farms, economic entities in a particular area. The main attention
is paid to land resources in the district.

One of the most important indicators is the distribution of land by
category. However, the analysis of exclusively indicators of the agricultural
sector does not give a complete picture of the development of the district,
as a significant impact on the agricultural and economic potential is the
situation in the administrative and social spheres.

The most important indicators on which the development of the
administrative sphere is based include local budget revenues; area of land
for housing construction; the share of the area of land plots that are subject to
taxation; dynamics of the area of land plots provided for housing, individual
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housing construction and complex development for the purpose of housing
construction per 10 thousand people.

The most significant factors that characterize the sustainability of
rural development are: the demographic situation, living standards and
unemployment, landscaping and social infrastructure.

In general, the territory of Poltava region is subject to anthropogenic
impact on all components of the natural environment: there is pollution of
air, surface and groundwater, soil and vegetation.

However, as there are large industrial enterprises and harmful industries
in the region, environmental pollution only locally exceeds the permissible
values.

Land management tools, as an integral part of the organizational and
economic mechanism, are certain actions by the authorities, which should
influence the land management system, to influence its development.

Such actions should include: strategic and program planning of land
use, spatial planning, territorial and internal land management, real estate
cadastre, operational regulation, settlement of land disputes, penalties for
violations of land use, subsidies to landowners and land users, compliance
with the regulatory framework, construction and development of social
infrastructure, monitoring and control of land use.

Further improvement of the organizational and economic mechanism
of land resources management should be carried out in the direction of
integrated land use of settlements and agricultural enterprises in accordance
with legal norms, but taking into account local specifics based on relevant
information and close cooperation between authorities and businesses.
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Working out the development strategy of any business entity and its
business units (subdivisions), including the field of education, requires
a preliminary qualitative strategic analysis. The profound study of the
scientific literature has revealed that most management experts assume that
the method of SWOT-analysis is the most suitable and beneficial for all
areas of activity. The technique of SWOT-analysis is described in many
scientific papers [1; 2; 3, 4] and has a general algorithm of implementation:

1) identification of the requirements for the competence of experts,
selection of experts according to the established criteria and creating expert
groups for SWOT-analysis;

2) the choice of organization/educational institution (the most influential
competitor in the selected segment) for comparison;

3) compiling a list of success basic factors for an organization in a
particular area, determining indicators/criteria to assess the strengths
and weaknesses of the activities, opportunities, and risks/threats for its
development and operation;

4) caring out an expert assessment;

5) analysis of the assessment results, creating a SWOT-matrix,
development of the strategic alternatives.

At each of the identified stages of the SWOT-analysis, some difficulties
may occur.
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Thus, at the stage of creating a group of experts and their preliminary
selection, the difficulty for an institution of higher education is that today
none of the educational institutions has a marketing service or even a
marketer who could monitor the market environment at a high professional
level. However, most national educational institutions have departments or
faculties engaged in professional training of the specialists on economics:
entrepreneurs, managers, marketers, etc., and therefore, it is necessary to
involve these departments and/or individual competent professionals in
conducting marketing research.

The difficulty of the second stage is to choose the organization as a basis
for comparison. In the higher education system of Ukraine at present, there
are institutions of the state and private ownership, which makes it difficult
to compare them since different forms of the ownership create different
opportunities and risks in the strategic development of an educational
institution and cause some disadvantages or provide for advantages in their
activities. Consequently, advantages of an institution of state ownership
include the existence of academic and educational traditions and powerful
scientific schools, a highly-developed material and technical base, social
infrastructure, including the accessibility of dormitories for the students,
the focus on observing the requirements of the regulatory and supervisory
authorities, guaranteeing the labor, social, and professional rights of the
employees, etc.

The key disadvantages of state institutions of higher education, in our
opinion, include low efficiency of the resources, low level of motivation
to work effectively in some areas, a conservative approach to the strategic
decision-making, low level of market orientation on the demands of
consumers (employees) regarding the quality and range of educational
services, unreasonable bureaucracy in the management process, evidently
complex mechanism of formal procedure.

The advantages of the institutions of private form of ownership comprise
quick reaction to changes in operating conditions and high adaptability to
them; focus on the most efficient use of resources; tendency to introduce
innovations (managerial, educational, etc.). However, the most significant
shortcomings of this type of educational institutions are a low level of
the scientific research work, a tendency to just formal fulfillment of the
licensing requirements for educational activities, a low level of material and
technical support, including the provision of their own educational facilities
and dormitories for students [6].

The third stage aims at identifying the basic factors of success and a list of
indicators/criteria to be assessed by experts. Currently, the competitiveness
of the institution of higher education is determined by the level of its
compliance with the principal success factors recommended by international
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and national experts for determining the educational institution rating. The
analysis of the scientific sources manifests that currently, there is a long
list of factors for rating the success of a higher education institution in the
market of educational services. Here are the factors that must be taken into
account in determining the top-100 or top-200 institutions in the leading
international rankings [7]:

- quality of the scientific research and potency of the international
partnership and cooperation;

- the feasibility to hire the best teaching, research, management, and
administrative staff, searching for such professionals not only in their native
country but at the global labor market;

- creating conditions for the effective cooperation of their researchers
with the best specialists in the relevant field of science, no matter what
country they are from;

- competencies in a wide range of fields of science and disciplines (social
sciences, humanities, engineering, mathematics, natural, medical sciences,
etc.);

- strong competent leadership, with a clear mission, and long-term vision
for an organization development;

- organizational, financial, staffing and academic autonomy;

- high quality of education and the ability to attract the best students
(including master’s and doctoral degree programs) not only at the national
but also international level (the percentage of foreign students in the world’s
leading universities is growing with every year);

- mixed, diversified financing.

When determining the list of factors influencing the national educational
institution activity and accordingly, its success rating, we must also consider
such groups of factors as [8, p.126]:

- macroeconomic: demographic crisis, deteriorating economy,
unpredictable inflation, lack or high costs of the credit system in the education
sphere, the ruptured links between science, education, and production;

- sectoral: different status of institutions depending on the form of
ownership, lack of the standardized approaches to forming the price rate for
providing educational services, the necessity to expand constantly the costs
chain of the educational services;

- regulating the activities: the procedures for accreditation of the higher
education establishments and licensing of the educational products create
additional outlay that affects the price of educational products; directory
regulation of educational processes management at higher education
institution (organization of learning and educational process, execution of
the financial activity, etc.); activities of the National Agency for Quality
Assurance in Education and other regulatory bodies that supervise and
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monitor the process of providing educational services, conditions, and
quality of services in the field of higher education.

At this very stage, experts determine the opportunities and risks for
educational institution development in the market of educational services.

The study has revealed that the risks to the development of the institution
of higher education primarily relate to the influence (impact) of the
environmental factors, but the potency of their influence largely depends on
the management competence of the institution authorities. The successful and
advantageous development of a higher education institution depends mainly
on whether the negative impact of this or that factor has been predicted
timely and whether the adaptive actions have been worked out to respond
to it, whether all the opportunities provided by the educational services
market have been implemented for the sake of the institution effective
development. The study of the literature on the classification of risks for
the higher education institution in the market of educational services allows
determining their group categories [9, p.71; 10]:

- political risks: ideological, legal, corruption;

- financial and economic risks: resource security; budget security;
economic functioning efficiency;

- socio-psychological risks: social, image;

- organizational and managerial risks: program-methodical,
organizational; loss of service quality.

The next stage is an expert assessment of the institution functioning.
SWOT-analysis usually applies the method of expert evaluation. Scientists
recommend performing it in a strictly-organized sequence:

- define, formulate and make public the purpose of the study;

- choose a set of questions the experts are to answer and/or compile a list
of indicators to be evaluated;

- develop a form for experts to complete during the evaluation;

- acquaint experts with the criteria according to which the assessment
will be carried out;

- invite experts to carry out an assessment;

- study the forms received from experts and analyze the results;

- summarize the results, identify trends;

- draw conclusions.

While assessing, the experts should adhere to certain principles: principles
of comprehensiveness, consistency, objectivity, reliability, adequacy,
transparency [5, c¢. 195]. Thus, the assessment of strengths and weaknesses
in the higher education institution activities, assessment of the opportunities
and threats to its development and the development of its structural units is
carried out in the following way:

- experts are instructed to assess two higher education institutions: one
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of them is the institution for which SWOT-analysis is performed, the second
institution is the basis for comparison and chosen as the most powerful
institution competitor in the field;

- in accordance with the developed list of factors (indicators), experts
conduct their ranking, i.e. determine each factor’s significance for the
institution development, assess the effectiveness or criticality of the
educational institution activity results. The significance of the indicator
is determined within a scale from 0 to 1, but the sum of all indicators
significance should be equal to 1;

- experts, in terms of the suggested list of factors (indicators), assess
them in points (for both institutions). Note, such an assessment can be
made within a scale from 0 to 10 points. The influence tendency, positive or
negative, is indicated by sign «+» (or without it) in case of positive influence
and «-» when influence is negative;

- per each indicator, the weighted-average is determined as the product
of the score and rank;

- a general assessment score is determined per each group; the scores
then are compared between two higher education institutions, and a general
conclusion is made about strengths, weaknesses, opportunities, and threats
(SWOT) of the institution. The generalized indicator determines the
educational institution competitiveness;

- creating SWOT-matrix. Most experts offer the following pattern of
SWOT-matrix (Fig. 1).

Opportunities: Threats
SWOT-matrix 1...... I......
2..... 2......
Strengths:
I...... Field “S and M” «C i M» Field “S and Z” «Ci3»
2......
Weaknesses:
1..... Field “Sland M” «CaiM» Field “ Sland Z” «Cni3»
2......
3.

Fig. 1 SWOT-matrix [4]

We fill in the SWOT-matrix in the following sequence:

- select those indicators (usually three or four) that have the highest
weighted-average value per each group. If it is a group of threats, then those
values that have the highest score with a minus «-» symbol enter the matrix;

- in each of'the four fields, indicate the strategic alternatives that may arise
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when combining two groups of factors. The maximum number of the strategic
alternatives that can be proposed, per three indicators in each group, can be
81 (3 * 3 * 3 * 3). It is important to mention that experts typically consider
up to 10 strategic alternatives, paying particular attention to the strategic
alternatives in the C&M and SI&Z cells, to identify the most attractive
strategic development alternatives and to contemplate the possibility of the
most likely risks and develop in advance the countermeasures of preventive
nature. The final stage of the SWOT-analysis of a higher education institution
is the evaluation of the strategic alternatives for the formulation or correction
of the strategic goals and drafting the alternatives for determining the ways
and means of their implementation.

Thus, consideration of the practical aspects of the SWOT-analysis
application in the process of forming a strategy for the development of
higher education institutions allowed identifying five main stages of SWOT-
analysis. The study of the issue has revealed the difficulties that may arise
during the implementation of each stage of SWOT-analysis. Thus, at the stage
of forming a group of experts and their preliminary selection, the difficulty
for educational institutions is that today none of the higher education
institutions has a marketing service or even a marketer position that would
monitor the market environment at a high professional level. The difficulty
of the second stage is to choose the appropriate organization as the base for
comparison. Currently, in Ukraine, there are higher education institutions
of state and private ownership, which makes it difficult to compare them
since different forms of ownership provide different opportunities and risks
in the strategic development of the educational institution and predetermine
certain shortcomings and advantages in the activity. The third stage
designates basic factors of success and a list of indicators to be assessed
by experts. It was found out that the competitiveness of a higher education
institution is determined by the level of its indicators compliance with the
basic list of the success factors suggested by international and Ukrainian
experts for determining an educational institution rating. The list of such
success factors is very long, and it is difficult to choose a perfect set of
them for a particular institution. In addition, it is very important to take into
account the influences of such groups of factors as macroeconomic, sectoral,
and regulatory ones, to identify groups of risks for the development of the
educational institutions, and predetermine the strength of their impact. The
difficulties of the expert assessment phase and the formation of the strategic
alternatives deal with the experts’ subjectivity.
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Formation of highly efficient, competitive and socially-oriented domestic
agri-food sphere is possible only with purposeful, systematic, painstaking
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work on increasing the competitiveness of agricultural products on the
basis of technical and technological modernization of production processes,
improving the quality of agricultural resource potential.

The fastest and most effective way to bring new knowledge, skills, abilities
of modern, rational, competitive and, therefore, profitable management to
the consumer (agricultural producer) is joint activity of economic entities in
close contact with agricultural advisory services.

Demand for agri-food sphere information and consulting services is due
to the general low level of education of the rural population, lack of adequate
number of qualified and highly qualified personnel capable of mastering
modern technologies and various innovations, as well as extremely limited
access to information resources in deep rural areas [10].

Information support for the development of markets for major types
of agricultural products is one of the important components in the system
of resource management of market infrastructure, a unifying element
in the network of associations of the associated type, coordinating chain
of individual segments of the agricultural market, an objective guide in
decision making in the system of state regulation of the sale of agricultural
products and food and the improvement of state policy on the development
of these markets.

Thus, the essence of counseling is the interaction of two parties:
professionals are people with the necessary knowledge and experience;
people who need intellectual help from professionals. Professionals who
provide consulting services are consultants, and people who use these
services are clients.

This interaction is schematically presented in Fig 1.

Clients need the help of counselors when they have problems and
they cannot solve them themselves due to lack of knowledge or abilities,
high complexity or other reasons. With a developed market for consulting
services, clients have a choice of which consultant to turn to, so they study
the proposals and choose a consultant [4].

Consultants who work in the market of consulting services to increase
their competitiveness must constantly improve their knowledge and
skills, gain experience and specialize in solving a range of problems,
develop skills and promote their services. The interaction of the consultant
and the client is based on mutually beneficial interests; the solution of
problems is carried out by working together. Therefore, in the practice of
information and consulting support there are different methods of its
implementation (Fig. 2).

Individual methods are implemented through the use of the beliefs of each
client individually; group — during lectures, seminars, group discussions and
demonstration innovations, etc; mass are different types of informing the
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subjects of the agri-food sphere through various means of communication,
media, exhibitions, conferences, etc.

Consultant with
infotmation and consulting
SELVICES

Consutmet (customer)
infortmation and consulting
SETVICES

<1 <

l Problem occutrence J { Acsttion of knowledge and skills 1

< <

The need for outside help Graitiitlg expetience in solving
\ .J:I_, J problems
\, A

£ M

atudy of offers of information Q’

and consulting services Making abilities
& | L
Choice of consultant Setvice promotion

Waotking together

Appeal ‘D’

Consumption of the service ﬂ::} Provision of services
Problem solving, Decision Acguisition of knowledge and
making, expetience, moral and
Acusttion of knowledge materal satisfaction

Fig. 1. Interaction of the consultant and the client in the process of
counseling [6]
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Individual
methods

Group methods

Methods of
information and
consulting
support

Mass methods

Fig. 2. Methods of information and consulting support of subjects of
agri-food sphere

According to the practice of management, the most common are the
following individual forms of work with clients:

- consulting on the farm at the production facility, with mandatory visits
to the subject of agri-food sphere;

- consulting in the office of the information and consulting service;

- consulting using modern means of communication (telephone,
messengers, social networks, etc.);

- counseling at informal meetings.

The choice of individual method of work depends on the complexity
of the problem, the technical equipment of the manufacturer and service.
Under such conditions, the task of information and consulting support is
the formation of different target groups of producers of similar in level
of professional training of the economy, taking into account their similar
interests and problems. Consultants who organize group activities must
introduce new ideas, transfer knowledge and information on various
aspects of effective management, so that group members can use them in
their activities. Group methods of information and consulting support of
subjects of agri-food sphere with commodity producers include such forms
and receptions as: group discussion; «field» day, seminar; lecture; small
exhibitions; training.

However, in the activities of information and consulting services, the
most common forms of bringing knowledge to consumers are mass methods.
With their help, you can quickly and relatively cheaply convey information
to a large number of agricultural businesses. The basis of mass methods
of information and consulting support of agri-food sphere are the Internet
and the media. Mass forms of transmission of information to the consumer
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through the media include: information on the Internet; publication in the
press; television and radio interviews; printed materials (brochures, posters,
booklets, magazines); audio and video products; advertising.

According to the considered methods the basic directions of activity of
information and consulting services which are reflected in Fig. 3.

Advising
agricultural
producers

Transfer of
information in
accordance with the
requests of
agricultural producers

Carrying out of
educational actions
(seminars, trainings,
conferences)

Basic
directions of
activity of
information and
consulting services

Organization of
exhibitions, fairs,
auctions,
demonstration fields
and farms

Dissemination of
innovative
developments and

world experience

Publication of
scientific and
technical, reference,
methodical and
educational
literature

Fig. 3. The main activities of information and consulting services [based
on 1,2, 8]

Thus, only rationally and competently organized relations of information
and consulting services with other subjects of agri-food sphere can expect
high results of activity of service.

External links of information and consulting services with other
organizations are necessary in cases when:

- the work plan of the information and consulting service is drawn up;

- consultants, scientists, teachers of higher education institutions or
technical schools (colleges), schools are involved in permanent or temporary
work;

- it is important to coordinate events with other organizations;

- the need to obtain information for the creation or replenishment of the
database and its dissemination among producers;
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- the need to obtain one-time reference materials, which are not in the
database of information and consulting services;

- the need to consult the manufacturer of another person in another
organization, enterprise, institution, etc .;

- need to disseminate information about their own activities.

In its activity, information and consulting services constantly maintain
contacts and relations with the subjects of the agri-food sphere, in particular:

- governmental, state, administrative and other institutions, i.e. authorities
and management of the agri-food sphere;

- agro-industrial and agricultural enterprises, cooperatives, associtions,
farms and personal subsidiary farms, etc.;

- commercial organizations for the sale of seeds, fertilizers, agricultural
machinery, etc.;

- subjects of wholesale markets for the purchase of agricultural products;

- agricultural processing enterprises;

- research institutions and institutions of higher education, institutes
of advanced training, research stations and agricultural technical schools,
colleges;

- agricultural products of agricultural fairs and exhibitions;

- banks, credit, insurance and tax organizations;

- statistical computing centers of regional and district levels;

- central and local agricultural libraries;

- bodies and mass media;

- advanced agar enterprises and farms [3, 4, 5, 7, 9].

In turn, through the agri-food authorities, the information and consulting
service specialists receive information on credit, financial and leasing policies
in the agri-food sphere, on the measures taken by government agencies to
support agriculture, which helps the services to make timely adjustments
and build more competently relations with agricultural producers.

Interaction with agri-food management bodies is based on regional
programs for the development of information and consulting support,
adopted by the legislature, which regulate these relations, determine the
main activities of the information and consulting service and its funding
conditions, the degree of independence of the information and consulting
service.

Interaction with agri-food management bodies is based on regional
programs for the development of information and consulting support,
adopted by the legislature, which regulate these relations, determine the
main activities of the information and consulting service and its funding
conditions, the degree of independence of the information and consulting
service customers of works, conditions of exchange of information between
management bodies of agri-food sphere and information-consulting service
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in the interests of their activity in the territory of area, region, country.

The relationship of information and consulting services with higher
education institutions and research institutions, research institutes is to
provide services with the main sources of new knowledge on development,
scientific and technological progress in the agricultural sphere.

The close cooperation of higher education institutions and formation
and consulting services strengthens the practical orientation of the work of
each of these participants and brings obvious benefits to the development of
agriculture in the country.

The basis of such interaction may be the participation of'a higher education
institution among the co-founders of a regional or regional information and
consulting center, if it is created in the form of an autonomous non-profit
organization. In the case of creating an information and consulting center in
the form of a state institution, the most appropriate operation of the center at
a particular institution of higher education.

Interaction of information and consulting services with institutions of
secondary vocational education (colleges, technical schools) provides for
effective relations between these institutions, if they have the appropriate
production bases. Depending on the specialization and level of development
of the training and production base, there are several options for interaction
with the information and consulting service [3, 8, 9].

Colleges and technical schools with highly developed research facilities
can become the basis for the organization of research and demonstration
activities of regional or regional information and consulting centers.
Colleges and technical schools with less production capacity can be used as
a base for the district information and consultation center.

Relationships with the media are very important in the work of information
and consulting services, although the basics of such interaction remain
virtually unfinished and are not given due importance. However, the Internet,
television, radio, newspapers, and magazines are not only a major source of
information, but also a means of promoting new knowledge, advertising,
and customer feedback. Specialists of information and consulting services
speak in the media on various issues, proposing ways to solve them, use the
media to inform producers about the activities carried out in the region or
district.

Maintaining constant communication of information and consulting
services with computer centers and libraries is very important, the amount of
information on electronic media and these databases are constantly updated
and updated with new information.

Relations with markets and commercial organizations must be built on
a permanent basis. Monitoring of prices for agricultural products, constant
collection of other information about the product market, its analysis,
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processing and dissemination among agricultural producers is one of the
most important functions of information and consulting services.

Thus, the information and consulting service is one of the tools to achieve
innovative development of the agricultural sector of the economy. Innovative
development is impossible without the formation of an innovative system of
the agricultural sector and its key link - agricultural consulting, which serves
as an effective tool for the development and transfer of innovations in the
agricultural sector.
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The strategy and goals of the enterprise, planned for a specific period,
are the basis for the development of a strategic plan, which determines the
strategic position of the enterprise based on the analysis of the competitive
external environment and internal characteristics of the enterprise.

The most difficult direction of the enterprise is production activity, its
organization, planning and operative regulation in space and time. The
production activity of enterprises is characterized by a system of indicators.
The most significant of them in terms of free-market relations are such as
demand for products and volume of the production, supply and production
capacity of the enterprise, expenses and costs of products, resource and
investment demands, sales volume and total income, etc. [1, p. 489].

Demand and supply is an economic model that describes the process of
market price formation. In this case, demand is the need for goods presented
at the market, and supply is the quantity of goods at the market or goods that
can be delivered to the market. The law of demand reflects the decrease in
the volume of purchases with the growth of prices of goods in circumstances
when the monetary capacity of buyers is limited by a certain margin, and
the law of supply is about the increase in the value of supply as the price of
goods increases [3, p. 92].

The product price is derived from specific variable costs per unit of
production and the product equivalent of fixed costs per year and the profit
to be earned from sales to the volume of products sold. Another variant of
pricing is the correction of the full cost price with the help of the coefficient
of the planned level of

profitability [6, p. 57].

The production cost is a monetary expression of the costs associated
with the production and refinement of products, their transportation to the
ex-storage [1, p. 584]. The full production cost of the enterprise is a set
of expenses, constituting the production cost, and outside the production
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expenses of the enterprise (administrative, on sale and others) [10, p. 124].

The volume of production is the number of products produced and
works performed over a certain period (year, half-year, quarter, month) at
a certain level (enterprise, industry, national economy as a whole). At the
enterprise, the volume of production includes finished products and semi-
finished products intended for sale, production services and operations of the
industrial type, changes in unfinished projects. Depending on the purpose of
the analysis the indicators of gross, marketable or sold products in actual or
value terms are used [5, p. 483].

The industrial capacity of the enterprise is the maximum possible volume
of production for a certain period in the established nomenclature and range
at a full workload of the equipment and industrial areas.

The most important in the process of strategic planning of enterprise
activity is the development of the industrial program, i.e. substantiation of
the volume of production, the specific nomenclature and range according to
market demands. It helps to determine the need for new production facilities,
raw material resources, the number of workforces, transport, etc. [8, p. 242].

The main tasks of developing the production program of the enterprise
are shown in Fig. 1.

miprovernent of quality. reliabality . and design o
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Fouomation of the The olbjective The most congplete
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accordimz to the - ProOQra - and resounrce
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cvele enterprise

!

Ensurmz lngh and sustaamab le outpat srowthy
rates, botly iy value and actual rates,

Fig. 1. The objectives of the enterprise production program
development [9, p. 193].

In the process of development of the production program it is necessary
to observe the following requirements at all stages [4, p. 76]:
- correct determination of the demand for the output product, and
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justification of its production volume by the consumers’ demand,

- the interrelation of actual and value indicators of production and sales
volumes;

- substantiation of the production plan by resources, and first of all, by
production capacity.

Strategic planning of production at the enterprises is a process of
development and performance of the basic indicators on volumes of
production for 3-5 years. The nomenclature, range and quantitative indicators
of production are determined according to the needs of the market, based on
which they make a sales plan.

The nomenclature represents the list of names of products, services, the
mission on which release is provided by the production plan. The range is
a variety of goods of each product type, differing in certain technical and
economic indicators [2, p. 275].

The demand of the external and internal market for goods and services is
studied by marketing services of enterprises, which conduct market research
through exhibitions, fairs and other forms, where they detect the demand for
the relevant service products, accept orders, conclude contracts for supply
and so on. In the process of strategic planning of production, it is necessary
to ensure the interrelation of production volumes with changes in demand
for certain products in certain periods [4, p. 77].

When determining production capacities, calculations of existing and
necessary production assets, number of employees and material resources
are performed. In market conditions, the main limitation of production
volumes of goods and services planned is the lack of resources. Because of
this and limits, they put before production activity, the volume of production
at each enterprise is limited by a large number of factors. The important
factor of the production capacities of the enterprise is production volume.
It determines the maximum level of production of goods and services, i.e.
the upper limit of sales of products. The upper limit is conditioned by the
availability of production areas, technological equipment, labor resources,
materials and capital [7, p. 48].

The production program (production plan) is a defining part of the
economic activity and development of the enterprise. The peculiarities of
the production program development as a stage of strategic and long-term
plans are based on the fact that strategic and long-term plans are aimed at
achieving qualitatively new goals associated with fundamental changes in
the state of the enterprise, both in terms of types and quality of products,
and in terms of technical and technological changes in the production
process (Fig. 2).

At a stage of strategic planning of the industrial program and especially
its structure, i.e. a specific weight of concrete kinds of products or services, it
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is necessary to proceed from the basic economic-theoretical positions which
essence consists that possible release of production at full and effective use
of resources at the given development of technology characterizes a curve
of production possibilities on which alternatives of the structural program at
full use of resources are represented. Making strategic and long-term plans
of production, use the forecasts which can be calculated by various methods,
including the drawing up of scenarios and the situations possible in a certain
period of the long-term plan.
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Fig. 2. The procedure of development of the strategic planning of
enterprise production [5, p. 8§9].

The production program of such plans is developed as a basis for further
calculations of the program of actions necessary to achieve the set goals, to
determine the cost estimate of the program, distribution of material, labor
and financial resources, etc. In the process of long-term program execution,
the production plan of one or another product can increase or decrease, while
the production program of the current plan for a year, quarter, a month does
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not change, and if there are changes in the number of individual products
under the influence of demand, they are insignificant [2, p. 277].

In the current production plan, the program is also the main section,
based on which the planning of many sections is conducted, in which the
requirements for logistics, labor, energy, cost, profit and other financial
indicators are calculated.

The production program in terms of nomenclature and output should
ensure full utilization of all workplaces and personnel [5, p. 59].

Besides, developing the annual production program, it is necessary to
provide the maximum income, high financial stability and solvency of each
enterprise. It assumes selection and inclusion in the production plan of the
most competitive and profitable kinds of products. For this purpose make
a matrix (for example, BCG) which contains four basic kinds of products
that have high rates of growth, shares in the market and provide the greatest
effect to the enterprise. This matrix is not versatile, so other options are
often used for the analysis, such as an effect-output matrix. These matrices
guide the inclusion of specific products in the annual production program.
In order to make the final decision, economic indicators such as total

income, marginal costs and other data should always be taken into
account. [2, p. 277].

The products, produced at the enterprises, are reproduced in actual and
value forms. Therefore, planning the production program of the enterprise,
they calculate the production volume in actual measuring instruments
and the value of the production volume. The scheme of formation of the
industrial program of the enterprise is shown in fig. 3.
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Fig. 3. Formation of the enterprise production program [2, p. 277].
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The production program of the agricultural enterprise includes plant and
animal breeding programs. The plant production program includes plans for
areas under crops, yields, gross harvest, livestock - the number of animals
(poultry), its productivity, gross output. Besides, the industry development
program envisages certain resource requirements (labor, material - seeds,
fertilizers, fodder, etc.), cash requirements, resource costs per unit of
production.

The planned production volume is distributed by calendar periods of the
year (quarters, months). The following requirements are guided [9, p. 193]:

- compliance with the established terms of product supply under the
concluded contracts;

- equal loading of production capacities in all divisions of the enterprise;

- increase in the concentration of production by limiting the range of
products that are manufactured simultaneously.

Thus, the production program is a determining section of economic
activity and development of the enterprise, suggests the justification of the
production volume.

In the conditions of saturation of the market with agricultural production
the problem of improvement of branch structure should not remain without
the attention of agrarian enterprises. Under the influence of internal and
external competition, changes in the market conjuncture, there is a need for
accelerated development of some branches and reduction of the production
of other ones, which leads to the re-profiling of economic entities. The
enterprise, as a rule, has certain alternatives in forming the sectoral structure
of production. It is important to define such sectors of plant and cattle
breeding, which products are in demand on the market and provide in these
conditions the highest profitability of production.

Difficulties of increase of efficiency of management of various on
forms of the enterprises of agrarian sector testify, that in the theoretical
and practical plan remain till the end not solved problems of the rational
structure of branches and estimation of economic development of subjects
of industrial activity, a substantiation of directions of specialization and
criteria of the message of branches of the enterprises in the conditions of
constant changes of the market. In this connection definition of directions of
effective structure of manufacture gets special value.

The industrial strategy is one of the major subsystems of organizational
strategy, which represents the long-term program of concrete actions on the
creation and realization of production made by the enterprise. The industrial
strategy is directed on the use and development of all industrial capacities of
the organization for achievement of strategic competitive advantage.

The specific substantive content of the production strategy is disclosed
in its main positions:
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1) main strategic decisions on production, which should be made for a
given strategic perspective;

2) formulation and justification of various possible options of the main
strategic decisions on production;

3) finalization of the adopted main strategic production goals to the level
of specific strategic guidelines;

4) developing, for each Strategic Direction, an adequate set of specific
actions and activities;

5) systematizing the measures and actions for each position into a
coherent production strategy as an organic program of relevant specific
actions.

The production strategy should be formed with a precise view of the
markets - how the enterprise is involved in competition and the sequence of
capital investments that should enable the implementation of the strategy.
In other words, organizations need such market descriptions so that it is
transparent how the markets work. Market research is necessary, but not
always sufficient. It is necessary to supplement the results of marketing
research with ideas about consumer behavior (the reality of receiving orders
and meeting consumer demand). The market needs themselves represent a
strategic requirement for production.
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OUTSOURCING APPLICATION FORMS

Dmytro Diukariev,
Postgraduate student,
Poltava State Agrarian Academy, Poltava, Ukraine

The Ukrainian enterprises quite often become hostages to the restrictions
caused by global, political, or social crises in world economy. Their
effectuation in the market, under such conditions, requires improvement,
optimization, or re-profiling of the existing systems to maintain competitive
positions or even to protect the enterprise viability.

Analyzing external and internal economic and social indicators
and constraints allows the company’s management to forecast further
developments that may significantly affect its activities. Taking into account
the forecasts and objectively assessing the capabilities of their company,
managers decide on further actions related to the methods of doing business,
the feasibility of the niche, re-profiling, optimization, etc.

The international management experience convincingly shows that
companies, by attracting outsourcing companies, quickly adapt to market
conditions, with minimal costs find an optimal way to implement decisions
in their production cycle, logistics, or product sale.

In the global market, outsourcing has been developing dynamically for
over 30 years. In Ukraine and the post-Soviet countries, this trend began
to take its first steps only some 15 years ago. It is used more often by
international organizations than at local enterprises. There can be several
reasons for the ‘lag’:

1. The use of the outdated business approaches: «want to do well, do it
yourself.

2. Outsourcing is a strategic approach to decision-making, while in
business management of Ukraine and post-Soviet countries, the tactical,
short-term business decisions take priority over long-term planning.

3. On the market, the share of specialized literature on business in Russian
and Ukrainian is obviously deficient, and the professional knowledge and
local practical experience in outsourcing lack systemization.

The term «outsourcing» comes from the English words «outside resource
using» — use of the external resources. In international business practice, this
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term means a sequence of organizational decisions, the essence of which is
the transfer of some functions or activities, previously implemented by the
organization independently [1, p. 7]. In other words, outsourcing is a kind of
division of labor, the fundamental principle of which is mutually beneficial
long-term relationships between enterprises.

One of the fundamental economic laws that determine the development
not only of the economy but also of the society as a whole is the law of the
division of labor, first formulated by the economists of the classical school.
Many events in human history, including the current stage of globalization,
can be easily explained from the standpoint of the manifestation of this
law. Indeed, the concept of globalization can be formally reduced to the
formation of «center» and «periphery» in the world socio-economic system,
each of which specializes in a particular type of economic activity, which,
ultimately, determines the political organization of the world [2, p. 5].

Outsourcing is primarily a method of interaction between two or
more companies in the long run, where there are always two parties: the
outsourcing customer and the outsourcer (Company Executive).

Outsourcing always has a commercial basis, where, in the end, both
parties receive financial benefits from such interaction, which is why they
act under a contract (agreement), which clearly defines the roles, functions
and reflects the competence of the outsourcer in solving the tasks that he
contracts to solve.

Next to the decision to use outsourcing, the company’s management must
determine how to organize the joint activities with the outsourcing partner.
Diverse degrees of risk are inherent in different forms of partnerships. It
depends on many factors, like:

already existing legal or economic relations with a potential outsourcer;

number of potential partners offering similar services;

the outsourcer’s recognition in the market, its business reputation;

the outsourcer’s experience in the implementation of similar projects and
others [1, p. 67].

There are two types of outsourcing, depending on the degree of interaction
and intervention in the organizational structure of the company-outsourcing
customer (fig. 1).

Outsowmcing

i "-\-\.

Extemal Internal

Fig. 1. Types of outsourcing
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External outsourcing is outsourcing, the contract of which provides for
the performance of some functions by a third party, and the customer can
not control the project implementation process, their methods, and receives
only the final product, which under the terms of the above contract should
satisfy the customer.

Internal outsourcing is the outsourcing, the contract of which provides
for the performance of some functions or business processes by a third
party company, where the stages and methods of performing the orders are
controlled and coordinated by the customer.

Using outsourcing, companies develop their own forms of its
implementation, depending on the appropriate integration interactions,
elucidated and clarified in tabl. 1.

As mentioned earlier, outsourcing ends where the terms of the contract,
under which the companies cooperate, expire. The draft contract is usually
developed by a group of specialists from the customer organization, as it is
the customer who formulates its requirements for potential suppliers. The
completed draft contract binds a customer in some way, limits a choice
range of the service provider, and reduces flexibility in negotiations.

When developing the large-scale outsourcing agreements, it is advisable
to sign a separate agreement regarding the transfer of the employees, the cost
calculation mechanisms, performance of the activities. This will facilitate
the coordination of the activities while fulfilling the terms of the agreement.

The structure of the draft outsourcing contract and sequence of the
individual provisions ought to be easy to discuss. Preliminary negotiations
reveal the possible interests of a potential outsourcer. The service provider,
when concluding a contract, pursues the aim of making a profit, while the
customer expects the provision of high-quality services and, at the same
time, seeks to reduce his own costs. Both parties invest certain funds in the
implementation of the outsourcing project, so they have the right to count on
their benefits from the agreement.

An outsourcing contract is a risk management tool. But all the processes
of reconciliation of disputable issues, when provided for in the contract,
proceed quickly and painlessly in financial terms. Consistency of the
mechanisms for resolving disputes at the stage of the draft contract discussion
averts serious problems in the future. Consequently, the contract protects the
parties from possible losses.

In Western practice, when concluding large-scale agreements or
contracts of a strategic nature, the parties sign preliminary a memorandum
of understanding or a letter of intent. In fact, the latter document signifies
the intent of both parties to proceed with the conclusion of a contract. It
gives them an idea of how their resources, needed for an outsourcing project
implementation, will be allocated and used.
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Table 1
Outsourcing application modes / forms

Name of the form

Definition /Description

Full (or complete)
outsourcing

This term is used in reference to a contract under which employees, and
possibly, the assets related to the primary activities of the enterprise (in fact, up
to 90% of such activities), like information technology or finance, are transferred
to the service provider for the duration of the contract.

Partial (selective)
outsourcing)

This form of outsourcing can occur only in the manufacture of various
expensive products (eg, household appliances). In addition, partial outsourcing
may involve the redirection of a specific set of functions to another company or
its subsidiaries created for this purpose since the experience, they have gained
in this or that industry, allows them to benefit from it. The use of outsourcing
opportunities allows companies to eliminate traditional market competition,
including pricing and the potential threats of innovations and other forms of
competition from third parties. According to such an agreement, a significant
part of the functions of the unit remains in the hands of the client.

Joint outsourcing

The term joint outsourcing, introduced by the British company EDS, describes
one of the options for outsourcing, in which the parties to the agreement are
partners. Recently, however, some experts use the term to describe subcontracts
that involve multiple service providers.

Intermediate
outsourcing

This type of outsourcing occurs when an enterprise outsources the
management of its systems and platforms to a third party, believing that its own
IT professionals are capable of developing new systems. A company that plans
to carry out intermediate outsourcing, as a rule, demonstrates a high level of trust
and ability of its IT specialists.

Transformational
outsourcing

Unlike intermediate outsourcing, the company invites a service provider
that reorganizes the work of the unit completely, developing new systems and
creating a reliable base of knowledge and skills, and then transfers them to the
customer. Transformational outsourcing differs from full outsourcing only in
one feature. The transfer of employees and assets is not final or complete - after
the completion of the project, the client regains full control and assumes his
responsibilities. To many, this sounds like the usual services of a consultant.
The only difference is that in transformational outsourcing, the supplier of
services usually acts quite independently of the client's staff. Therefore, it is
not surprising that there are only a few transformational outsourcing examples
in practice.

Outsourcing joint
ventures

The joint venture outsourcing involves creating a new company to take
advantage of future business opportunities. The client's personnel and assets will
then be transferred to this joint venture but not to the service provider. The aim
is not only to improve the quality of the transferred unit but, more importantly,
to design new goods and service brand that can be sold to a third party. The
customer and service provider will then share the profits earned by the new
company. Thus, the service provider will be able to realize his capabilities in full
and create efficient systems, and the customer will share with him the costs of
developing new software. The joint venture benefits from the client's specialized
knowledge of its market. Some of the goods and services of the joint venture
can be worked out, using the opportunities of the full outsourcing agreements.

* compiled by the author on the basis 3
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If, at this stage, it is not possible to agree on fairly general issues of
cooperation, a more detailed formal discussion of the contract terms would
be meaningless. The letter of intent allows avoiding misinterpretation of the
parties’ expectations and is a convenient way to inform the shareholders about
the potential benefits and losses, connected with the company management
decision to outsource. The letter of intent may include additional non-
disclosure agreements that the parties exchange in the process of discussing
the terms of the contract before signing it.

Obviously, the terms of a specific agreement on the outsourcing of
particular functions or business processes must satisfy primarily the
customer, namely, the client-company. From this perspective, the contract
should be as flexible as possible [1, p. 1].

The final result of the activity, in compliance with all the terms of the
contract directly, should take into account and not contradict the interests of
the parties to the contract (Fig. 2).

Subjects of the contract between the ontsource-provider and

Outsourcimg Outgonrcer The consmmer of the product, which 1=
customer ) the result of interaction between the
outzourcer and the customer

Fig. 2. Subjects of the outsourcing agreement

The consumer acts as a subject of the contract, but not in the traditional
sense, but indirectly. Therefore, as any other commercial activity, or some
changes in the structure and the like, they are always aimed at purely
improving the financial results of the company-customer. These results
completely depend on the level of the consumers’ satisfaction with the
product that market offers.

The outsourcer, as a subject of the above-mentioned agreement, has
purely commercial intentions. Since its end-user is the company-customer,
the outsourcer’s activities, primarily, should not oppose the interests of the
company but to supplement and improve them. Searching for innovative
approaches and their implementation is the main task of the outsourcer.

The company-customer is a kind of an owner of the already established
trust from the end-user, that is why management must be confident in
the feasibility and necessity of delegating powers. Since the satisfaction
of consumer needs depends entirely on the quality and value of the final
product, the lack of competence, emerged at any stage of decision-making
or production, can have fatal consequences for the company.

In view of the abovementioned, we may conclude that a choice of the
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form of outsourcing, as a possible condition of interaction with a partner
(or several partners), is carried out at the stage of the outsourcing services
market analysis.

The development of competition in the outsourcing services market in a
particular area of the enterprise depends on the total number of alternatives
that will be considered by senior management of the company in the process
of developing an outsourcing project.

The decision to use outsourcing is a part of an overall business
restructuring program that may include:

separation of the internal subdivision into an independent enterprise with
further management of it or for the purpose of sale;

creating a subsidiary;

cooperation with other companies to create a specialized joint venture;

concluding a long-term agreement with an independent outsourcing
company for the performance of the specific kind of activity;

concluding an agreement for the performance of the specific types of
work in terms of the specific project duration (one-time cooperation);

transfer of a part of the company’s assets to an external
company (permanently or for the duration of the outsourcing
agreement) [1, p.131-132].
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ENVIRONMENTAL AUDITING OF THE ENTERPRISE AS THE
ENVIRONMENT MANAGEMENT SYSTEM TOOL

Maksym Stetsenko,
Postgraduate student,
Poltava State Agrarian Academy, Poltava, Ukraine

Pollution of the environment by industrial production waste and
emissions of all types and inefficient use of resources by enterprises increase
the relevance of this problem. Implementation of the efficient environmental
policies at enterprises will promote the improvement of the environment at
the macro level, and help to retrench resources and reduce the costs at the
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micro-level. Today, in the extremely complicated environmental situation in
Ukraine, the study of environmental management at enterprises is a burning
and topical issue.

In the conditions of the ecological crisis aggravation in the world,
it is a top-priority task of the enterprises to seek out the ways to renew
ecological balance initiating and introducing effective legal regulations.
The main trends characterizing the state of environmental safety show
that two-thirds of harmful substances get into the air from the stationary
sources of pollution at the industrial enterprises, the environment protection
activity of which is not regulated by coherent normative documents. At the
state level, environmental policy should lay emphasis on the main tools
and factors of influence on the environment situation. They must comprise
both managerial and market-oriented issues. Currently, the environmental
status in Ukraine is regulated via standardization and coordination of the
ecological norms. Moreover, while the standards are clear and binding, the
norms of the environmental activity determine the limits within which it
operates, affecting the environment [1].

In reality, business managers are not much enthusiastic about
implementing environmental management systems, not seeing the feasibility
of such systems or unwilling to see it, thus violating the requirements of
the standards. However, along with this, there is a steady upward trend in
obtaining certificates for environmental management systems in Ukraine.
But business managers attempt to get certificates, without implementing
environmental management systems. And this is another specificity of this
process in the market. Thus most managers of the enterprises without well-
organized quality management pursue to get a certificate on the environmental
management, not implementing the environmental management system.
Despite this, quality management and environmental management systems
are steadily developing and implemented.

Environmental expertise and environmental audit are the most frequently
used environmental management strategies at Ukrainian enterprises. In
view of the described above advantages, every rationally-minded business
should carry out an environmental assessment or ecological expertise of all
its projects, which are regulated by the laws of Ukraine On Environmental
Protection and On Environmental Expertise. It is one of the most effective
mechanisms able to guarantee environmental security since it combines
independence, publicity, social justice, ensures citizens’ constitutional
rights to a safe living environment, an appropriate level of the health
care, and high-quality environment. The Law of Ukraine On Ecological
Expertise considers ecological expertise as a kind of scientific research
and practical activity of specially authorized state bodies, ecological expert
formations and associations of the citizens, which is based on inter-sectoral
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ecological research, analysis and evaluation of the pre-project, project
and other materials, implementation and the performance of which may
adversely affect the state of the environment. The project expertise is aimed
at providing conclusions about the company’s planned or current activity
compliance with the standards and requirements of the legislation on the
environmental protection rational use and renewal of the resources. The
principal aim of it is ensuring environmental security. The main objectives
of the environmental expertise are: to reveal the degree of environmental
risks and safety level of the planned or current activity; organization of
complex, scientifically-grounded assessment of the facilities, identification
of the compliance of facilities with the regulations of the environmental
legislation, building codes and standards, assessment of the enterprise
facilities activity impact on the state of the environment and the quality of
natural resources, evaluation of the effectiveness, completeness, validity,
and adequacy of environmental protection measures, preparation of the
objective and well-reasoned conclusions [2].

The ecological situation at the enterprise is not the issue of prior concern
for its manager, especially when the company is engaged in the standard
commercial activity and does not work with toxic materials. At the same
time, conducting an environmental audit is not only a way to prevent the
payment of fines for damage to the environment, but also an opportunity to
increase the investment attractiveness and competitiveness of the enterprise.

An environmental audit is an independent assessment of the enterprise’s
compliance with environmental legislation or the requirements of the
international standards. Based on this assessment, recommendations are
developed to eliminate shortcomings in the environmental activities of the
enterprise and determine the best or optimal ways to solve them.

The concept of environmental audit is not new for Ukraine. The Law
on Environmental Audit was adopted in 2004. It provides for two types of
environmental audit — voluntary and mandatory.

The voluntary audit is initiated and financed by the enterprise management
or (by agreement with the enterprise) by a third party, for example, the
investor.

The mandatory auditis carried out atthe request of the relevant government
agencies as to the facilities or activities that pose a high environmental risk.
The Cabinet of Ministers compiles the list of such companies and types
of their activity. The mandatory environmental audit of such facilities is
conducted in case of their privatization, bankruptcy proceedings, and
environmental insurance, including the procedure of transferring such
facilities into state or municipal ownership (or purchase), etc.

However, even if the company does not carry out activities that pose
an «increased environmental risk» and does not fall under any of the items
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on the mandatory environmental auditing, the representatives of the State
Environmental Inspectorate still have the right to inspect it. The complaints
from people, living near the company, may become the pretext for auditing.
The inspector can also take the initiative on his own, ultimately, there are
emissions and waste in any production, which means that there is a potential
threat to the environment. More probably, he will check whether the
company has an official document, permitting pollutant emissions into the
atmosphere or the environment [4].

The task of the environmental inspector is to check how the enterprise
complies with the norms of environmental legislation. However, he is not
obliged to carry out measurement and analysis on the spot to make sure that
the damage really exists. If the enterprise does not have such documents, the
inspector may issue an order according to which the activity of the enterprise
must be suspended or even closed.

How can voluntary environmental auditing help in this situation? It will
allow detecting environmental violations in advance and take measures
to eliminate them. After inspecting the company, the auditor will submit
a report on whether the environmental safety of the company meets the
requirements established by regulations, laws, or other acts.

However, the presence of permits is not a guarantee that the company
will not be fined. Voluntary environmental auditing as a preventive measure
will help at least reduce the size of sanctions.

If the company is going to expand the business by investing from
outside, then an environmental audit is worthwhile, especially if the investor
is foreign. The non-financial reporting, which includes environmental
auditing, allows the company to look stable and confident in the future. It
means that it becomes more attractive to investors.

Depending on the specifics of the activity, each company sets specific
goals for environmental auditing and the type of environmental audit. The
main objectives that all companies adhere to in conducting an audit include:

1) assessment of the enterprise environmental activity and its compliance
with legal norms;

2) identification of the enterprise’s negative impacts on the natural
environment;

3) identification of areas prone to pollution and the extent of the negative
impact;

4) evaluation of the enterprise’s facilities and equipment state and analysis
of the technologies used to reduce the negative impact on the environment;

5) assessment of the degree of the environment negative impact on the
health and life of employees [5].

Environmental auditing of the enterprise is a tool for effective
management, which allows the enterprise authorities to:
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1) determine the strategy and environmental policy of the enterprise,
optimize financial costs, taking into account environmental factors;

2) using resource-saving technologies, get tax breaks, subsidies for
environmental funds, adjusting payments for natural resources;

3) eliminate the probability of extremely dangerous ecological risks
emergence, prevent cases of occurrence of the damage connected with
environmental pollution and irrational nature management;

4) establish relations with the population, public bodies, local
government, supervisory bodies, to improve relations with environment
protection organizations;

5) increase demand for the manufactured products and services in
domestic and foreign markets;

6) increase the level of their production attractiveness for investors, form
a favorable environmental image of the enterprise;

7) promote/advance the company to the world level of environmental
standards [3].

The next important issue of ecological auditing is the identification of its
principal stages. Most experts conclude that the following auditing stages
are the basic ones.

1. Environmental audit planning involves the formulation of its purpose,
specification of the scope, methodological support, criteria, sequence of
conducting so that it was performed with minimal costs, high quality, and
timely. Planning allows you to distribute work among auditors effectively.

The time spent on planning depends on the scale of the audited entity,
the complexity of the audit, the experience of auditors, as well as their
knowledge of this activity features.

The head of the audit team (auditor) has the right to discuss the
auditing plan with the management of the enterprise audited to improve
the effectiveness of the audit and coordinate the implementation of auditing
procedures with the activities of the staff. The head of the audit team is
responsible for the quality and timeliness of the plan development.

2. The environmental audit program provides for the formation and
documentation of the audit program by the head of the audit team (auditor),
as well as the specification of the auditing plan.

The audit program is the basis for defining the auditing procedures, and
it is a means to verify the proper performance of the audit. When preparing
the program, the auditor should take into account:

legal regulations and requirements to the enterprise activity, protection
of the environment, providing the technogenic, energetical, and ecological
safety, and protection against emergency situations;

the required level of certainty and assurance to be provided in auditing
verification procedure;
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the provisional time frame for verification procedures;

the need to coordinate interaction with staff;

the feasibility of involving technical experts;

the specific conditions of the enterprise activity.

The audit plan and audit program are specified in the schedule and, if
necessary, specified in the course of auditing. The auditor plans his activities,
taking into account the circumstances or unexpected results obtained during
the auditing procedures.

3. Conducting the environmental audit, that implies:

- establishing the first contact with the company under audition;

- analysis of the documentation submitted by the audited entity;

- preparation for the on-site audit;

- conducting an audit «on the spot» (examination of documentation);

- documentation and support of protocols under the environmental audit
program;

- drawing conclusions on the ecological audit results;

- development of proposals to improve the results of the enterprise;

- statements and explanations to the management of the audited enterprise;

- preparing the environmental audit report;

- environmental audit conclusions;

- completion of the environmental audit.

An enterprise that has introduced an environmental management
system ought to be systematically audited to improve the effectiveness of
the system. If the verification confirms that the system complies with the
requirements of the international standard, the enterprise shall be entered
in the appropriate register and shall have every reason to use a certain eco-
label, indicating it on the product label or packaging.

The environmental audit will help the company not only reduce its
costs in the production process and increase profits but also ensure public
confidence in their products and, consequently, steady demand for these
products. Therefore, at the present stage of the market relations development,
business leaders should realize that ignoring the environmental factor, in the
long run, can cause several problems, in particular, lead to imbalances in the
national economy.

It supplements the environmental management system attractiveness for
the investment projects and significantly increases consumer’s interest in
the company’s products or the services provided. The effective functioning
of the environmental management system and certification of the enterprise
is one of the significant advantages of any company in the competition.
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A leading role in the establishment of market economic system and to
ensure progressive socio-economic development take a business. Given
the complexity of purposes and the diversity of priorities of the strategy of
sustainable development, one of the main ideological and practical tools
for its is social liability business activities, the effective implementation of
which has significant potential in addressing a number of socially significant
problems of the present to ensure economic, social and environmental
security of the state by reducing the level of unemployment, drastic increase
of efficiency of realisation of industrial potential of the country, maintaining
a social balance in society in times of economic crises.

Solving environmental problems is possible only by combining the
efforts of business, government and citizens to develop a common concept
of doing business, the central core of which is awareness of the uniqueness
and exhaustibility of natural resources, understanding the complexity of
the relationship between economic and non-economic resources. This is
evidenced by the active involvement of companies around the world in the
Global Compact —a UN strategic initiative in which companies voluntarily
commit to follow, support and implement core values in the field of human
rights, labor standards, environment defense, anti-corruption [8], that is, to
profess and apply in practice the principles of socially responsible activity.
Accession to the Global Compact companies to go beyond traditional
approaches based on the neoliberal philosophy of «corporate selfishness»
and change strategy and tactics of behavior in favor of socially responsible
activities. An important role belongs to the environmental component of
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CSR, the introduction of which in the activities of the enterprise allows it
to take an active part in identifying and timely prevention of environmental
risks [1, 6, 10].

Trends of globalization and internationalization are forcing more and
more companies to move by increasing their competitiveness based on
environmental parameters, thus affecting the rest of the business entities.
Untimely perception of these processes carries the risk of loss of market
position for enterprises. Therefore, an important task is to study the real
world experience of implementing the environmental component of CSR in
the business sector of the country

Most firms now view the environmental responsibility of business as
legal and voluntary activities, which can increase the competitiveness of the
firm and consolidate its reputation under the influence of various social and
economic agents (stakeholders).

According to stakeholder theory, because all stakeholders are legitimate
business partners, a business unit must consider the impact of its actions on
all stakeholder groups. By looking at the planet as the ultimate stakeholder
within this concept, businesses must bear accountable for the damage they
do to the environment. The application of stakeholder theory to the concept
of environmental responsibility of business combines the recognition of
stakeholders of the urgency of environmental issues, which is transformed
into strategic actions to improve the environmental policy of the enterprise,
and possibility of integration of various stakeholders.

The environmental component of CSR greatly contributes to the
commercialization of socially responsible initiatives. In the conditions
when the society of consumption of services of qualitatively new character
is formed, only those companies which are fully capable to satisfy a high
level of basic human needs can compete. The growth of the prestige of a
healthy lifestyle, fashion for various recovery methods, popularization of
sports, propaganda against smoking, alcoholism and drug addiction have led
to the expansion of the network of stores offering organic food and clothing,
intensification of state support for those sectors of the economy, serving the
needs of culturally and aesthetically new products (environmentally friendly
agriculture, cooperative workshops, development of technology that does
not harm nature, creation of a network of rehabilitation facilities, resource-
saving types of tourism, etc.) [2, 7, §].

Thus, it can be stated that the environmental component of CSR is closely
related to the ethical norms of the business community, which complement
the system of environmental norms and requirements established in
legislation, standards, etc. It is a conscious and motivated participation of
business in various activities aimed at preventing and minimizing negative
impacts on the environment, rational use of nature, saving of raw materials
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and energy resources in the process of economic activity, involvement
of waste in economic turnover, prevention of emergencies situations,
support of health care measures, preservation of cultural and historical
heritage, biodiversity and natural areas of special protection, preservation
of endangered species, etc. To overcome environmental problems, socially
and environmentally responsible companies use the following tools:
environmental impact assessment in the development of strategies and
plans for economic development environmental audit, which allows to
detect environmental violations at an early stage; environmental insurance,
which provides compensation for damage to the environment; certification
for compliance with environmental standards; introduction of the concept of
technological standardization on the basis of the best available technologies;

social reporting containing the environmental component [3, 4, 5, 9].
Consider one of the most common approaches to the definition of ECR,
which is to compliance with 3 criteria: compliance with environmental
commitments, energy and raw materials management, effective stakeholder

involvement (tabl. 1).

Table 1

Criteria for determining environmental corporate responsibility

Criteria Signs of environmental social responsibility

— corporate vision of the company fully complies with the concept of sustainable

< _ development and the concept of social responsibility;
= g g |~ protection and restoration of the natural environment are determined by the strategic
o g 2 priorities of the company;
_§ £ 5 | — awareness that the economic system operates within an ecosystem that is limited;
a - = | — the company adheres to and acts in accordance with the requirements of environmental
g £ © | legislation;
© — the company is fully responsible for the damage caused to the environment;
— corporate culture based on environmental values is encouraged
— efficient use of natural resources;
. | creation and use of renewable energy and materials;
g 2 g — the company is guided by systematic thinking in its activities;
2 2 N the company tries to minimize carbon dioxide emissions (if it is related to the profile
5 E g | ofactivity);
sl é g | — thereis a constant analysis of environmental achievements and the search for new

environmental solutions;
— the company constantly analyzes environmental costs and benefits

—  the company informs local communities and authorities about the environmental
consequences of its activities;

— the company is accountable to the community and other stakeholders for its
activities;

—  the company takes into account the views and wishes of stakeholders in the
development and implementation of its own projects;

— the company’s activities are transparent, including information on the impact of its
activities on the environment;

—  the company constantly analyzes and regularly reports on its impact

— activities on the environment

Effective stakeholder
involvement
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Thus, an integral part of corporate social responsibility is the protection
of the environment, the rational use of natural resources, the creation of
appropriate conditions for environmental safety of enterprises and human
life. It is the environmental safety of the enterprise action is a certain
indicator of its corporate social responsibility. Despite the differences in
environmental activities, companies usually follow approximately the
same algorithm to minimize the negative impact of their activities on the
environment.

The main elements of environmental responsibility of business are:

1. Introduction of corporate environmental policy. Companies that try to
minimize the damage to nature caused by their activities are usually adopt
a system of environmental principles and standards. At a minimum, most of
these statements express the company’s respect for the environment at all
stages of production, the company declares compliance with environmental
legislation, compliance with environmental legislation by the company.

An open environmental policy is pursued, according to which employees,
partners, members of the local community and other stakeholders are
informed about possible environmental damage from the company’s
activities. Typically, exhaustive information about the environmental
policies of organizations is provided on their websites.

Environmental audit. For develop the basic principles of environmental
policy, to determine its main directions, companies use a special
environmental audit procedure, which allows to assess the real scale of
environmental damage from the activities of the organization.

In general, environmental audit can be defined as a system of measures
aimed at assessing the impact of the company’s activities or its environmental
actions on the environment.

The concept of environmental audit is quite broad, given that, companies
use different types of it:

- verification of compliance of the organization’s activities with regulatory
environmental standards and its environmental policy (compliance audit) —
the most common type of environmental audit, which is used by almost all
manufacturers;

- issues audit is to assess how the company’s activities affect on
global environmental issues (global air pollution, ozone depletion, energy
consumption, etc.). This type of audit is also used for environmental
assessment of specific projects;

- assessment of work safety for the company’s employees and possible
negative impact on their health (health and safety audit);

- assessment of the ecological situation of a certain area (current state
and prospects). This type of site audit is used by companies when deciding
about relocation of production, opening new offices, etc.;

222



- corporate audit involves a full audit of the company — a review of its
environmental policy, basic production and technological processes; product
or life cycle audit involves the analysis of the impact of the company’s
products on the environmental situation at the stage of its development,
production, sale, consumption, as well as during waste processing.

2. Involvement of employees in environmental initiatives. The
management of environmentally responsible international companies is
convinced that the company’s environmental policy can be effective only if
both management and employees and their family members are concerned
about environmental issues and try to help in solving them. For this purpose,
corporations are implementing a number of environmental education
projects, which inform employees about how their work affects on the
environment, how they can help improve the environmental situation through
their actions (environmental education of children, waste sorting, purchase
of products made from the least damage to nature, etc.). Some organizations
have special programs for those employees who show disrespect for the
environment and do not adhere to corporate environmental principles. That
is, companies assert the environmental responsibility of employees through
the prism of environmental ethics.

3. «Green supply». In order to ensure the environmental friendliness
of goods and production processes, companies are trying to choose the so-
called «green suppliers». Such suppliers supply goods and services that are
less harmful to the environment. Some companies are grouped together to
buy, on the one hand, to show the demand for «green» raw materials, and, on
the other hand, to force suppliers to use environmental technologies.

4. Production of «green» goods. Manufacturers are trying to make
their products more environmentally friendly by using environmentally
friendly materials for its production, the use of innovative waste processing
technologies, the use of closed-loop technologies.

Analyzing the trends of the implementation of the CSR concept in
the domestic business environment, it should be noted that although 177
Ukrainian companies have joined the UN Global Compact, only 2 small
companies are actively promoting environmental initiatives — «Soyuz-
Continent» LLC and «Solar Alliance» Corporation [6]. As for the rest of
domestic enterprises, even the leaders of socially responsible business
cannot boast of having a strategy for the development of the environmental
component of CSR. Although companies such as SCM, Obolon, Platinum
Bank, Carlsberg, and METRO regularly report on CSR results, information
on specific goals of eco-oriented activities for the future is not provided in
the non-financial statements.

Summing up, it should be noted that the environmental component of
CSR at Ukrainian enterprises is not implemented actively enough, measures
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to green production are carried out unsystematically and in insufficient
scale to overcome the negative impact on the environment. The lack of non-
financial reporting by the largest industrial enterprises does not allow us
to trace the sequence and assess the effectiveness of the measures taken.
This situation requires a systematic approach to improving CSR in general
and its environmental component, in particular, through the introduction of
the principles of sustainable development in the production and economic
activities of industrial facilities, including: introduction of new energy-
efficient, resource- and material-saving technologies, which allow to reduce
the depletion of natural resources and reduce the amount of industrial
waste, the introduction of generally accepted environmental standards and
compliance with environmental legislation, their obligatory consideration
in the process of making managerial decisions; development of a corporate
strategy for industrial waste management, primarily, through their reuse
and recycling, safe disposal; conducting marketing research to assess the
feasibility of environmentally friendly products; regular environmental
audit and implementation of a system for monitoring the industrial impact
of the enterprise on the environment.
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State, economy and law — are, as known, interdependent phenomena
and categories. Through the existing connections between these categories,
the regularities of the relationship between the economic basis and the
state-legal superstructure can be seen. The experience of many countries
in the world shows that it is impossible to build a powerful state without
relying on a well-regulated economy. The implementation of the relevant
economic policy by the state requires dynamic and adequate development
and improvement of the legal system, which involves the use of different
management methods (Fig. 1).

At the present stage, the state is trying to create a comprehensive program
of socio-economic development, reform the economy, provide the necessary
management mechanisms, appropriate financial and budgetary, credit and
monetary systems [6, 8].

At the same time, the scope of direct legal regulation of state management
of the economy today is narrowing. If previously state ownership of the
means of production dominated and strengthened, and most enterprises,
associations and other objects were owned by the state, so it served to
manage them through the system of its bodies [4].

Now the situation has changed radically. The processes of privatization
of state ownership are being carried out, and accordingly the number of
economic sites operating on the basis of this form of ownership is decreasing.
Changing the ownership structure leads to a change in the structure of
management itself.

As known, administrative methods of management result from the very
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essence of the legal regulation of state management, which provides for
the authority of some and the subordination of others. In this case, through
the appropriate system of state management bodies, their officials, the state
as a subject and owner of property fulfilled the necessary functions in the
economic sphere.

Methods of state management in the field of the legal spport of
matlet- ariented economy
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Fig. 1. The methods of state management in the field of the legal support
of market-oriented economy

As known, administrative methods of management result from the very
essence of the legal regulation of state management, which provides for
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the authority of some and the subordination of others. In this case, through
the appropriate system of state management bodies, their officials, the state
as a subject and owner of property fulfilled the necessary functions in the
economic sphere.

Administrative methods are based, first of all, on the making decisions
that are compulsory for lower management and had a direct effect on the
object of management by unilateral determination of its tasks, and in some
cases — ways and means of performing them. Such an important tool, in its
time, for example, was planning by the state. It was both a function and a
method of state management [7, 10].

Of course, the state used economic methods, combining them with
administrative ones. These methods are based on the use of such economic
levers and incentives as price, credit, profit (income), government order,
etc. The content of economic methods does not provide a direct effect on
subordinate objects of management, but creates for them (with the help of
economic levers and incentives) such an economic situation that would
dictate their behavior in order to achieve positive economic results, i.e.
would stimulate economic interest.

With the dominance of non-state property, the state will implement
an appropriate policy in the economic sphere, instrumenting economic,
organizational, social and other functions [3]. But at the same time, such
a policy should be dominated not by dictate, but by regulation, control,
coordination, etc., as well as mainly economic methods, which are based on a
reasonable tax system that would stimulate production and entrepreneurship.
The credit policy implemented by the state also needs to be improved.

In general, in such an economic situation, taking into account the
restructuring of property, the task is to turn the first, though hardly developed
market principles, into an active tool that would promote the effective
operation of all participants in social production.

At the same time, a lot of opinions are expressed today, the content of
which is reduced to the complete disregard of centralized regulation by the
state, the possibility of its functioning only on the basis of market relations.
Furthermore, the history of economic development of Ukraine, a large scale
and structural complexity of the national economic complex, the division
of labor and its cooperation, other factors, the presence of which requires
centralized regulation of economic processes, are not taken into account.

However, social production, distribution and exchange consist of many
industries, which are independent systems with their internal relationships
and patterns of functioning. Considering such factors, they cannot simply be
ignored and one cannot build the economy solely on market mechanisms. The
essential role of the state in the economic sphere should not be abandoned,
the role of state regulation and management should not be underestimated.
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An important tool of state regulation of the economy, as well as state
management in general, was, is and will be law. Ukraine, as a sovereign
state, has made significant steps towards creating its own integral legal
system. In recent years, the Verkhovna Rada has passed many laws
regulating the relevant relations concerning property, entrepreneurship,
banking, investment and foreign economic activity, taxation, consumer
rights protection, monetary policy, privatization, etc. These are the so-called
“economic” laws [3, 4, 5].

The importance of proper legislation for solving challenging problems
of economic development is evidenced, in particular, by the experience
of creating and developing the legal conditions for foreign investment.
Attracting foreign investment is one of the essential tools of financing the
production, the socio-economic, scientific and technical development of the
state.

The current legislation defines two main types of foreign investment:
investment used in cooperation with national entrepreneurs and investment
as a kind of independent, entrepreneurial activity of a foreign legal or private
person.

Speaking about the problems associated with the development of new
legislation and the improvement of existing one, through which state
regulation is carried out in the economic sphere, it should be noted that
the formation of market fundamentals of the economy requires structural
changes in the state regulation of relations arising in the stock market of
capital, credit and foreign exchange markets, labor market and commodity
market. Each of these segments of the nation-wide economic market needs
its own and at the same time mutually agreed and defined by law mechanisms
of state regulation [1, 2, 9].

Under the current conditions, it is quite reasonable to develop
entrepreneurial legislation by creating norms that establish the principles
within the sectoral codifying acts, as well as in the legislation of an integration
nature, which has already formed a separate complex branch of legislation.
Securities legislation, investment, exchange, insurance, banking legislation
and others can be considered as the main components of this legislation.
Within this legislation, the scope of public-law regulation of business
relations, forms, methods and limits of interference of state institutions in
these relations should be determined.

Among the legal acts that could contribute to this goal are the Law of
Ukraine “On State Support and Legal Protection of Entrepreneurship”, as
well as laws aimed at fighting corruption, organized crime, racketeering,
which should guarantee safe conditions for the development of business
activities. It is necessary to sharply reduce the number of permits and licenses
required to run a business. Much attention should also be paid to a clear
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identification of the procedure for recovery against property and monetary
funds. In particular, it is advisable to simplify the bankruptcy procedure in
order to allow creditors to recover their funds by confiscating certain acts of
bankrupt enterprises.

The Law of Ukraine “On Enterprises in Ukraine” should be revised
in terms of clarifying the legal status of the category of state enterprises
that require the establishment of a special regime of operation. The Law
of Ukraine “On Business Companies” should remain basic in the creation
of future legislation on business entities and business partnership. This act
must clearly define their legal status [4].

Improving the legislation areas on state regulation of the economic
development of society should be aimed at creating conditions that would
encourage private and legal entities to have investment accumulations
through capitalization of profits, as well as an optimal and effective tax
policy of the state.

It is important to regulate tax relations by creating the necessary legal
framework that would guarantee the stability and predictability of taxation,
would provide the conditions and mechanism for proper payment of taxes
by all taxpayers.

The state of development of legislative regulation of Ukraine’s economy
convincingly indicates the transition from mainly administrative to economic
methods of management. An effective tool of attracting private capital
(including foreign one) to Ukraine’s economy could be a wider introduction
of special (free) economic zones, which is not possible without the use and
implementation of appropriate legal mechanisms and the adoption of a
special state program on this issue by the Verkhovna Rada [1, 3, 4, 7].

In the field of the financial support for economic reform, the budget
legislation and the banking law need further improvement. It is necessary
to determine the legal status of the National Bank of Ukraine as the central
banking institution of the state by a special legislative act and clearly identify
its competence. It is also necessary to legally differentiate the functions of
the National Bank of Ukraine (NBU) and commercial banks, to broaden
the powers of the NBU regarding the control and supervision of banking
activities.

One of the important aspects of the state’s influence on the economic
development of society is the legislative establishment of the system of
supplies for national needs, stabilization of economic ties in the field of
transport and communications, fuel and energy complex, public sector of
the agro-industrial complex, light industry, etc.

In the near future, special legislative acts should regulate the relations
on state-guaranteed provision of agro-industrial facilities with modern
equipment, mineral fertilizers, pesticides and support services, procurement
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of agricultural products for the state needs. The main task of state regulation
of economic development of the agrarian sector is a wide use of economic
levers, ensuring the equivalence of barter transactions between agriculture
and other sectors of the economy.
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In the field of state regulation of foreign economic activity, it is necessary
to reduce the list of export and barter contracts to be registered with the
Ministry of Foreign Economic Relations and Trade of Ukraine; to abolish
setting quotas and licensing of export, the institution of authorized exporters;
to allow representative bodies of foreign companies and enterprises
with foreign investments to pay salaries to Ukrainian citizens in foreign

currency [1, 6, 9].
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In the near future, it is advisable to change the statutes of Ukrainian
law that govern the opening and use of bank accounts by foreign investors
and foreign private entities in Ukrainian banks, which would ensure
simplification of the procedure for opening and using such accounts in
national and foreign currencies.

In addition to the areas of improving the legal framework of state
management and regulation in the economic sphere, some strategic
directions should be developed (Fig. 2).

The proposed directions of the legal support for state management and
regulation in the economic sphere will help to accelerate and increase the
efficiency of state development and will be the subject of further research by
scholars in both legal and economic areas.
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Formulation of the problem. It is natural that the search for models of
optimization of professional training of future social workers, including in
terms of ensuring their readiness for interaction, social partnership, should be
conducted at all levels, from methodological, conceptual, to technological,
substantive-procedural, and methodical.

When comparing the models of professional activity of a social worker
and his professional training, it is worth focusing on the positions and
problems that are common to them. In particular, it refers to the interaction
of the teacher and students, students with each other (subject-subjective
relationships) as the basis of modern competence education, as well as the
model of social work, according to which the client is its subject, an active
accomplice in solving the problem.

This means that the modernization of the system of professional training
of the future social worker involves the search for effective forms and
methods not only for his purely professional training in the traditional
format (knowledge, ability), but also for ensuring readiness for interaction,
forming constructive relationships of all subjects of social work (assistance),
especially its central link - the interaction of the social worker and the client.
In this context, it is necessary to study the problems of the theory and practice
of integrating the substantive and procedural components of professional
activity and training of a social worker, that is, the possibility of forming
a situation according to which interactive activity will become the purpose
and at the same time a means of professional development of a specialist.

Analysis of Literary Sources. Problems of the essence of social
work, theoretical, methodological foundations and practical models
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of its implementation have been the subject of systematic research by
such scientists as V. Savitska, I. Hryga, S. Hrigoryev, M. Lukashevich,
B. Lunitsyn, I. Malofeev, I. Myhovich, V. Poltavets, G. Popovich. In
accordance with the peculiarities of the professional activity of the
social worker, based on interaction, cooperation, determined meaningful,
technological, methodological approaches to ensuring the effectiveness of
their personally oriented training in

the system of traditional and innovative professional education (N.
Lavrychenko, I. Kurlyak, O. Ivanova, N. Ostanina, etc.)

Scientists pay special attention to those features of the profession of social
worker, which concerns the format of activity in the system «person-person»,
the priority of subject-subjective forms of professional activity, respectively
— the importance of professional-personal characteristics that determine the
ability of the specialist to constructive interpersonal relationship with the
client, other subjects of social work.

According to V. Savitska, “... the main characteristics of a social worker
as a subject of professional activity are not only knowledge, and skills,
but also the motivation to master the profession; practical, humanistic and
professional orientation; professional-value orientations; personal potential;
professionally determined (significant) qualities; professional culture;
individual style of behavior; professional competence and the need to
achieve professionalism [1, pp. 8-9].

All these characteristics indicate the qualities of a specialist to help him
or her organize through interaction, cooperation based on the structural and
technological model of social assistance, including external subjets and
factors of influence.

Much less attention is paid to researchers studying the interdependence
of vocational education and training systems and the possibilities of using
them to modernize the current model of training for social professionals.

The purpose of the article is to analyze the theoretical and practical bases
of forming the social worker’s readiness for interaction, social partnership
in the context of the competence model of his professional training,
determining the priorities of process optimization.

Presenting the main material. Current trends in the modernization of
the social assistance system, especially with regard to the active part of the
population, children and young people, are reflected in the increased level
of cooperation between those who need help and who provides it, reducing
the proportion of direct influence (intervention, coercion) activating the
position of the first. The main problem is that the specialist should offer such
an algorithm for solving a socially significant problem, in which the client
not only receives qualified help, but also learns to navigate in the conflict
social space, to make adequate decisions independently when needed.
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This is possible provided that the social worker performs two functions
at the same time: the one directly related to the assistance and the facilitator,
whose main purpose is to involve the client directly in the activity, enhance
the active position in solving the problem. The specialist unobtrusively
offers the client the role of an accomplice whose activities are to jointly
analyze the problem, offer possible options for determining the underlying
causes, interested in the view of their approaches to solving the problem. In
fact, it is a matter of cooperation between a specialist and a client in solving
socially significant problems, providing quality social assistance.

The various forms of interaction that determine the basis of purposeful,
constructive cooperation between the social worker and the client not only
significantly determine the effectiveness of social assistance, but also form
a positive attitude to it in the long term, as it is associated not only with the
solution of the problem, but also with environmentally friendly, effective
forms of relationships with a specialist.

Analysis of the results of theoretical and empirical research on this issue
showed that social work, social service in the vast majority of research is
treated as an interaction:

- between different state social institutions, public charities implemented
within the framework of social partnership, matching the needs and
opportunities of different social service providers within the relevant social
groups;

- between social assistance subjects and individuals, social groups in
need, creating a situation of intensifying the efforts of all participants in the
process and their aim to jointly solve socially significant problems within
the capabilities of social organizations / social workers and clients’ ability
to cooperate.

This means that specialists in the field of social work, social services
should be ready for interactive activities / interaction, social partnership,
which is an important component of their professional activity.

These positions determine the need to align with current requests and the
system of professional training of social workers. Therefore, the content of
the professional training of a social sphere specialist should include segments
aimed at shaping his / her readiness for interaction, social partnership, which
implies:

a) complex and in-depth analysis of the social situation from the point of
view of the effectiveness of interaction of its participants, mobilization of
joint efforts to solve the problem;

b) understanding of the theoretical foundations of interaction within the
framework of social partnership, mechanisms and tools for their activation;

c) mastery of techniques, technologies, as well as specific methods
and techniques of forming interactive activities at different levels, starting
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from the interaction of social institutions within the framework of social
partnership, ending with the technology of providing social assistance at the
level of cooperation between the social worker and the client;

d) students’ ability to self-diagnose, self-analyze the level of competence
formation related to interaction, cooperation, partnership, to programming
the individual trajectory of professional and personal self-development in
this aspect.

Analysis of domestic and foreign experience of professional training
of social workers (presented in the works of such scientists as I. Hrig,
S. Hrygoryev, D. Koks, M. Lukashevich, B. Lunitsyn, I. Malofeev,
I. Mygovich, M. Pein, V. Poltavets, G. Popovich, etc.), as well as some of
their own experimental and research activities make it possible to highlight
a number of problems that explain the insufficient level of ability of future
specialists to different levels and forms of interaction, among which special
attention should be paid to the following:

1. Insufficient attention in the system of vocational education is given to
the formation of the necessary personal qualities of the future employee of
the social sphere, his ability to empathy, which is based on understanding
the phenomenon of human suffering and the natural need for complicity,
initially personal, and then professional.

2. Problems of integration of theory and practice of vocational training
of social worker, accordingly, low level of practical orientation of training,
especially in the part of integration into real social environment at the
level of settlement, region, where the future specialist uses non-traditional
examples described in textbooks, other literature but takes them from real
practice, the realm of the closest environment. As a result, he joins as much
as possible in his competence and ability to participate in solving socially
significant problems in the real social sphere.

3. Insufficient level of interaction of structures belonging to the system
of social work, social protection of the population with vocational education
institutions at the level of joint scientific research, special social projects,
integrating the efforts of social institutions and institutions of vocational
education, as well as finding the optimal model of organization of industrial
practice of future specialists in social work.

According to researcher O. Ivanov, “such a situation has arisen due to the
peculiarities of the process of institutionalization of social work in Ukraine,
which characteristic features were:

1) spontaneity — since such training began at the level of the educational
institutions themselves, provided that there is no national concept and state
standards for training specialists in the field of social services;

2) training specialists in the social sphere within such areas as «sociology»
or «pedagogy», which is reflected in the content and structure of curricula;
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3) the development of training programs in the framework of partner
projects, and as a result, they largely reflect the standards of training of
specialists in the educational institutions of partner countries;

4) licensing of a large number of educational establishments of only one
of the educational and qualification levels in the specialty, which, for the
most part, is a cause of violation of the principle of continuity of education
and inconsistency of the content of curricula and programs [2, pp.129—-134].

The systematic implementation of a competent model of vocational
education necessitates the modernization of the system based on integration
processes, counteracting the above disadvantages and problems. Competent
education also, by its very nature, involves the active use of personally-
oriented technologies for the organization of the pedagogical process in
higher education institutions (HEI), which are based on the interaction of
the experiences of the educators and learners (I. Yakimanskaya), as well as
adequate interpersonal relationships.

Therefore, the future social worker should receive not only specific
knowledge of the theory and practice of organization of interaction in the
process of providing social assistance, but also to acquire possible real
experience of activity in the system of subject-subject relations. In addition
to the traditional forms and methods of ensuring the practical orientation
of the system of professional training of a specialist designated specialist
through various types of training and production practices, it is important
to explore other opportunities for the formation of practical competences
related to direct activity, complicity in the organization of social work in the
region.

From this point of view, we will analyze the potential of directly
learning activities in HEI in developing the student’s ability to cooperate,
interpersonal interaction. A comparative analysis of the structure of the
educational activity of the future social worker and his professional activity
indicates that, despite the difference of purpose and functional orientation,
they have much in common, especially regarding the relationships of the
participants:

- amodel of activity is implemented, based on the participation of an adult
(educated, professionally literate, experienced) and a person who requires a
qualified help from a specialist. Here you can also analyze the model of
subject-objective and subject-subjective relationships, where the processes
of dominance by type «adult-child», or cooperation by type «adult-adult»,
regardless of the age characteristics of the participants of the process ;

- equally urgent is the problem of unconditional acceptance of the parties
and recognition of the right to their own position as a condition for ensuring
not only the interaction of experiences, but also the psychologically
comfortable atmosphere that accompanies these activities;
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- the fact of joint activity and joint responsibility for its results, which
for the specialist are associated with the situation of professional success,
personal self-realization in the profession, competitiveness in the labor
market, for the client / student - are associated with receiving valuable,
personally meaningful help necessary for solving actual problems ( life,
education, professional).

We have defined the target priorities and professional-personal positions
of the teacher, necessary for the organization of constructive interaction
within the framework of personally oriented learning technologies,
formation of professional competence of the social worker:

- unconditional adjustment to an innovative type of learning, which is
based on the interactive activity of the teacher and students, students among
themselves, based on the interaction of positions, ideas, experiences, etc .;

- provision of an understanding of the nature, theoretical and practical
foundations of competency-based education, which involves not only the
formation of competencies necessary for the successful activity of future
social workers, but also the capacity for self-education throughout life;

- formation of such a model of the educational process by which the active
position of the student is projected, which consciously and purposefully
develops the competences necessary for professional activity, the ability to
interact, focusing not so much on the teacher’s assessment, but on the self-
esteem due to correlation of the really obtained results of the educational
activity with the corresponding problems of the educational activity which
are expected, and fixed for learning purposes;

- ensuring a balance of external management functions and internal self-
management, in which the student increases the sense of direct involvement
in the planning, implementation and determination of the effectiveness of
educational activities, gradually approaching the implementation of the
model «I-graduate», «I-social worker»;

- strengthening the connection between theory and practice of future
social workers’ professional training, attraction of information regarding
their own experience of socialization, practice of solving social problems,
behavior models in socially oriented life situations, etc.

- increasing the share of analytical-reflective, social-reflective activity in
the structure of vocational training, facilitating the student’s identification
of a personally oriented trajectory of professional formation, respectively —
subjective position in its structure;

- facilitating the formation of models of team activity of students to solve
professionally significant problems, the use of special methods of stimulating
mutual interest in cooperation, personal trust in each other, creating a
psychologically comfortable atmosphere that accompanies the interaction
of the subjects of educational activities, increases the effectiveness of
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cooperation;

- planning of special work on the development of students’ personal
qualities necessary for productive interaction both in the framework of
educational activities and future professional - in the process of providing
social assistance, using interactive technologies of social work;

- constant work on the development of professional competence, social
and communicative culture, ability to systematic social and reflective
activities, strengthening the share of educational technologies that are
implemented on an interactive basis.

When organizing the educational process on an interactive basis, it is
important to remember that this creates a situation that a priori serves as a
significant factor in the student’s self-actualization (after all, as a teacher).

From this point of view it is necessary to analyze the success factors of
actualization / self-actualization, determined by the outstanding American
psychologist, founder of humanistic psychology A. Maslow: favorable
social situation of development (objective circumstances of life, state
of the family, conditions of education); meeting the needs for kindness,
love and friendship, involvement with the group, social status; the desire
to meet cognitive and aesthetic needs, the need to know and understand;
unconditional positive attitude from others, trust; self-esteem, positive self-
concept; self-determination, finding one’s meaning in life; getting to know
other people and establishing relationships with them, sincerity and open
dialogues [3, pp.146-147].

The analysis of these factors shows that the basis of personal self-
realization in professional activity, educational process, social, life space is
the harmonization of relationships of individual, personality-oriented and
group, socially significant. In fact, it is a situation related to its social content,
in which the subject of activity has the opportunity to form its positive
«I-concept», which serves as the basis of personal self-determination,
finding their own meanings of activity, life, has the opportunity to satisfy
their immanent needs.

Self-realization in the presented context is possible under the condition of
a favorable, positively tuned social environment, in which not only friendly
relations with its subjects are formed, but also constructive cooperation is
possible, which has a stimulating and facilitative effect in solving common
problems of educational and professional social activity. Therefore, a
favorable social situation is associated with the processes of enhancing
positive well-being in the group, adequate social status in it, respectively,
the processes of stimulating unconditional positive attitude from other
subjects of training / professional activity, trust, sincerity, open dialogical
communication, as well as cognition of others establishing constructive
relationships with them.
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Diagnosis of a student’s emotional and psychological well-being will
serve as an important criterion for the effectiveness of the educational
environment, the level of his or her aptitude for the student’s self-realization
in the process of professional development. The fact that the student will be
directly involved in providing psychological support for interactive learning
activities not only enhances his activity, subjectivity in this process, but also
contributes to the acquisition of professionally valuable competencies in
organizing social work on an interactive basis as interaction and cooperation
of social worker and client, partnerships with other state and non-state social
assistance institutions.

Conclusions. Therefore, the study of theoretical and practical problems
of forming a social worker’s readiness for interaction, social partnership
is one of the priorities, necessary conditions for implementation of a
competent model of his professional training. The results of the comparative
analysis of the systems of professional activity and vocational training of
the social worker according to the competence paradigm indicate that there
are common positions in the relations between the subjects of the systems.
Highlighting the most common problems in this aspect gives the opportunity
to focus on the most important areas of modernization of the content and
technologies of social worker training, his readiness for interaction, social
partnership.

To summarize, it is important to emphasize that readiness for interaction,
cooperation and partnership is not only a professionally significant
competence of the social worker, but also a factor in shaping the nature of
an appropriate, supportive environment necessary for self-fulfillment in any
activity, including education. Therefore, under the appropriate conditions
and professional position of the teacher, the student will be interested in
forming a socially oriented educational environment, actively participating
in its creation.
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Formation of a motivational mechanism for the enterprise personnel
provided its current differentiation means that managers must be resourceful
enough to adapt to certain cultural differences as well as different values of
different generations.

It should be understood that the known early and modern theories of
motivation were developed mostly by American psychologists and found
confirmation in research among American workers. Therefore, their
application in the practice of domestic enterprises requires adaptation and
harmonization, taking into account existing features.

Motivation as a process involves taking into account objective factors
(situations, events and phenomena that are formed in the environment of the
subject activity regardless of it) and subjective (related to the stability of the
subject’s psyche and how he perceives these situations, events, phenomena
and how he treats them). Factors of an objective nature can be considered as
a sphere of external motivations for activity (incentives) and subjective — as
a basis for internal motivations (motives).

As J. Zavadsky points out, “... motivation includes material and
immaterial motivations, which are based on the purposeful formation of
labour motives as well as on the use of already existing motives. In the
process of motivation a lot of economic, organizational and legal, social and
psychological, technological and other factors must be regulated in such a
way that the activities of employees are carried out in the desired direction.
Under the condition of correct actions of the management it is possible to
activate the personality, its intellectual, emotional and volitional spheres,
to provide realization of potential intellectual-creative and physiological
possibilities of each worker” [1, p. 477-478].

A lot of works of foreign and domestic scientists and researchers are
devoted to the issue of personnel motivation, but the complexity of
motivation is that the structure of needs is different for different people, in
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addition, they change depending on the situation and over time.

During the formation of a motivational mechanism it is necessary that it is
based primarily on a system of material and immaterial incentives. However,
it should be considered that effective motivating factors are also proper
organization of the production process, adherence to the principles of social
justice, friendly mutual assistance, professional development, assignment of
complex and responsible tasks, study trips, personal example and business
assignments. An important element of the general moral and psychological
state of man is the factor of job satisfaction. The factor of job satisfaction
creates a positive mood, the necessary emotional state for optimism, even
in difficult and stressful situations. At the same time dissatisfaction of job
for a long time causes hypochondria, pessimism, inertia and often leads to
professional burnout.

Another one of the main effective mechanisms of motivation is the skillful
stimulation of short-term, medium and long-term goals and objectives
facing the individual. The motivating goal becomes the motive. A person
who does not have a clearly defined goal as a rule has fewer achievements
in work, lives today, is satisfied with basic needs and it is difficult for him
to find motives.

It is important to create a motivational climate of authority and activity
control, to establish a relationship of trust between people, to develop
communication processes, meeting the needs of employees in emotional
contact, to increase the degree of motivation of individual needs, as much
as possible to take into account individual susceptibility to various forms of
incitement.

To form the motivational mechanism of the current heterogeneous
personnel, the management of enterprises and organizations need to apply
flexible approaches. For example, research results indicate that women at
work attach less importance to independence than men. In contrast, for
men the opportunity to study, have comfortable working hours and warm
relations between employees are less important than for women.

As well-known management researchers S. Robbins and D. DeChenzo
point out in one of their works, “...managers should keep in mind that the
motivation of a single mother with two minor children who has to work full
time to support her family can be strikingly different from the motivation
and needs of a young single employee working part-time or from the needs
of an elderly person working to supplement his pension income. Employees
have different personal needs and goals that they hope to meet through
work. An effective motivation can be the offer of different types of rewards
to meet the different needs of employees” [5, p. 416].

Considering the work of domestic and foreign researchers on management
as well as their own observations, we can hypothesize that the effectiveness
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of personnel activity increases if we differentiate the tools of incentives in
relation to some individual groups.

Motivating managers it is necessary to put income and other earnings in
direct dependence on the activity results of subordinated personnel and move
the centre of decision-making on the current incentives to subordinates for
each individual manager of the organization because according to systems
theory the complex system works better the more it has centers of decision-
making.

According to researchers of harmonious management the permanent
(basic) part of the head’s income should be about 62 % of his total income
(according to the law of “golden section”), while about 38 % of this income
should be long-term and short-term remuneration, ie. consist of surcharges
and bonuses, the sum of which depends on the periodic contribution of the
managed unit to the overall activity result of the organization. The share of
short-term remuneration should exceed the long-term and correspond to the
proportion of 0.236 : 0.144 of total income [6, p. 134]. For professionals and
technical workers, as a rule, a strong and long-term devotion to their kind
of occupation is characterized. However, this devotion is more often related
to their profession than to the employer. Usually promotion to management
positions is not considered a priority for them.

Of course, money is an important incentive, but such tools as providing
professionals and technical workers with new tasks and interesting projects
should also be used for this group. They should be given enough independence
to work on what interests them and allow them to make their work as they
see fit. As a reward, training opportunities should be created for them, such
as training courses, seminars and conferences, to let them learn about all
the news in their fields of activity and have the opportunity to communicate
with colleagues. The reward for them will also be recognition. Managers
should ask them questions and otherwise demonstrate to professionals and
technical workers their sincere interest in their work [5, p. 420].

One of the most difficult problems of motivation that worries many
managers today is how to achieve high levels of efficiency of employees with
aminimum wage. Many companies use employees’ merits public recognition
programs, such as Employee of the Month Programs, quarterly ceremonies
of awarding grades for effective work, or other solemn recognitions of their
employees success, but you need to make sure that these “signs of attention”
are sincere and well-founded, otherwise employees may interpret such
actions as a means of manipulating them [5, p. 419].

In terms, when HR managers see a decrease in the effectiveness
of traditional approaches to employee incitement, we propose to use
recommendations of the modern concept of personnel motivation, based on
“generation theory”.
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So, clear specific goals need to be set for representatives of Generation
X (people born between the mid-1960s and early 1980s) need to have, but it
is important to give them reasonable freedom of action in the methods and
ways to achieve those goals. Develop their interest in gaining new skills and
knowledge, providing opportunities for self-realization and career growth.
In the mentality of Generation X, as a rule, it is laid down to “work hard and
play hard”.

This generation is used to “defending themselves”, so they need to be
given the opportunity to choose options — options for selecting tasks, options
for solving problems, options for formulating new processes and options for
developing creative plans, but those that correspond corporate goals. They
can also be given the freedom to use their ingenuity and creative potential
for achieving success.

Strong, relationship-oriented mentors are a great value for young
employees. Show that you trust them and do not control them during the
project implementation process. Spend time with them and respond to their
progress.

Representatives of Generation Y were born between the late 1970s and
the late 1990s. To achieve success with the representatives of this generation,
it is necessary to set them several tasks simultaneously and give them the
freedom to organize the time of implementation themselves. They are used
to multitasking and more likely are able to decide for themselves what to do
and when. Moreover, they are ready for occurrence of problems related to
the simultaneous performance of several tasks.

These people are used to work in tandem with others, so it is advisable
to combine them into working groups or teams. It is also necessary to form
structures and formulate clear management principles, and sometimes
concrete methods or approaches to achieving goals, because, despite
external confidence, they sometimes need introductory instruction from
management.

In the process of building relationships, form a connection and keep
in touch with them so that they feel comfortable and know that they can
rely on you as an authoritative person if the need arises. Reward them at
every opportunity and inspire them with speeches about the importance of
achieving success at every stage of long-term plans realization. Meet with
them regularly, try to be constantly aware of everything that is happening
in the collective. Demonstrate your sincere interest in their professional
growth and success [8].

Young people, representatives of Generation Z, were born in the early
2000s. They are intelligent performers who do not like to wait for long,
focus on a quick result and do not believe in the uncertain future. They
are very capricious and also require a special approach, which is expressed
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mainly in the acceptance of them as they are, the clarity of tasks setting and
determination of deadlines.It is important to promote that the representatives
of this generation could easily share experiences with each other, clearly
see their achievements and direction. Cloud solutions that allow all team
members to share files quickly, place important documents on shared servers
with open access for everyone at any time, allow to save time and strength
of employees.It is necessary to review the individual productivity of each
employee constantly. It is important to understand what the employee does,
what goals he sets for himself and how he achieves them. Everyone wants
to get real-time feedback. An instant feedback mechanism can significantly
increase engagement and motivation, consistently guiding employees in the
right direction. It can also give employees the opportunity to make their
own propositions directly to management. The company must always be
provided with the possibility of remote work for employees. Access to files
from anywhere in the world is no longer just a convenient tool, it is an
integral part of an efficient workflow [9].

Most of the theories of motivation studied in institutions of higher
education are focused on economic individualism, which in our country
is more characteristic for some representatives of Generation Y and to a
greater extent for Generation Z. At the same time, in our opinion, employees
who can be attributed to generation X are connected with the organization
rather their loyalty to it or society, than selfish interests of each of them.
These workers are more prone to team work methods, collective goals and
evaluation of work performance of collective as a whole.

The results of the conducted study of the features of the formation of
the motivational mechanism for management of the enterprise personnel
behavior provide an opportunity to propose a number of measures to
improve it, such as:

1. In effective management, all forms of external influence on the
employee’s personality should be used to get him ready to make every effort
to achieve the goals of organization, in terms that these efforts can provide
him to meet a certain personal need.

2. It should not be assumed that the concepts of motivation have universal
application. In conditions of social heterogeneity of personnel, managers
must change the methods of creating motivation to make them suitable for
employees of a particular organization within the existing cultural values.

3. Despite the fact that the stimulation of certain groups of enterprise
personnel can be a big problem, you can use the knowledge of employee
motivation to solve certain issues.

4. It is important to understand that in modern world employees are no
longer dependent on managers or colleagues, they independently manage
their development, striving to achieve a common goal.
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The consequences of the constant desire to improve the motivational
mechanism for management of the enterprise personnel behavior will
be reducing stress in the collective, increasing productivity, increasing
employee interest in the results of their work.
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Time is studied today not only as a valuable resource and energy potential
of man, but also as an effective way to invest in organizational culture and
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tool management of enterprise personnel. Modern time management includes
special ways and means to mobilize the organization and employees to use
their personal and working time rationally and productively, as well as to
find ways to save the most economical time in conditions of shortage or
severe time constraints. Therefore, the purposeful development of corporate
culture with a special attitude to time, which involves meeting the deadlines
for launching a new product on the market, combining short-term and long-
term perspectives in strategic planning, flexibility of time orientation of
modern businesses becomes a management tool.

The problems of organization and regulation of time resources were
becoming an urgent and urgent need, especially in terms of corporative
reengineering business processes in organizations in the modern business
community [2]. This is exacerbated by the fact that an increasing number of
organizations are aware of the need for centralized corporate implementation
of time management technologies. This need is due to the following factors:

- the growing pace of environmental change requires the transfer
to employees of the organization a significant amount of authority, their
decision-making, independent organization and planning of their own work.
This is especially true for multi-project activities, as well as a large number of
external requests (from customers, suppliers, subcontractors, etc.) addressed
directly to the employee and require him to set priorities (without contacting
the immediate supervisor) with limited time resources;

- a share of intangible assets in the value of the organization is growing.
«Key competenciesy, their effectiveness are becoming a major factor in the
success of a growing number of businesses. At the same time, this leads to
the difficulty of external control over the activities of the employee, which
is creative in nature, but increases the relevance of independent organization
of such work by the employee;

- a significant changes in activities — the development of new products,
access to new markets, the introduction of new tools and management
systems, for organizations become the norm, not a rare exception, constant.
For TOP-managers and specialists of the organization, respectively, it
becomes the norm to constantly increase the number and scope of tasks, the
need to constantly seek time reserves for projects that allow the organization
to continuously develop [1].

It is worth noting the multifaceted views on the definition of the modern
concept of time management:

- time management is a set of principles, skills, tools and systems that
work together to help for getting more out of time to improve quality
of life [9];

- time management is a technology of time management in real life
situations, it is a set of examples, techniques and practical recommendations
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that make the proposed concepts of time management clear and easy to
remember [8];

- time management is a set of practices, skills, tools, the joint use of
which will allow more efficient use of working time, and in the long run to
improve the quality of life [1].

This need of modern organizations in the centralized corporate
implementation of time management has led to the need to determine the
place of time management technologies in the management system of the
organization, and accordingly, the place of time management as a scientific
and practical discipline in general management. The use of time resources
is especially effective at the strategic level, when it is necessary to make
the right and timely decision. Therefore, it is appropriate to set goals for
optimizing the use of time resources; it is necessary to «tariff» time with
the division of business processes into separate phases and determine
their time capacity, ensuring end-to-end planning and control of time use.
Optimization of time at the operational level is important for the timely
execution of orders, reducing the production cycle, timely response to
changes in the environment, accelerating the release of new products,
reducing equipment downtime [7]. Appropriately distribute the different
levels of time management (fig. 1).

Time management allow to plan, organize the allocation of time and
control the efficiency of its use, which helps to increase the efficiency of
employees and the company [3].

The main principles of successful time management at the strategic level
are:

- formulation of goals;

- ranking goals by importance and urgency;

- fight against «time absorbersy;

- control over the use of time resources;

- preparation of a list of goals to be achieved.

However, without the introduction of time management techniques in
the work of the organization, it is difficult to achieve a significant increase
in efficiency. Therefore, corporate time management is one of the tools
for organizing the work of enterprises, which allow to effectively use the
working time of the enterprise in business.

Despite the rather significant differences that exist in the processes of
time management, we can identify in the most general form a number of
processes that are essential for the study and development of this problem:

- analysis;

- modeling of strategies taking into account the analysis;

- clarification of the purpose and main direction of development,
definition and formulation of goals;
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- planning and setting priorities, developing a plan to achieve certain
goals and identifying key tasks for implementation;

- implementation — specific steps and actions in accordance with the
concluded plan to achieve the goal;

- control over the achievement of the goal, implementation of plans,
summarizing the results.
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Fig. 1. The relationship of strategic, operational and technical levels of
time management in the organization [developed on the basis of 5, 6, 10]

Accordingly, the main functions of strategic time management will be:

- goal setting (analysis and goal forming);

- planning (development of plans and alternative activities);

- decision making (decision making regarding future business processes);
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- implementation and organization (drawing up a schedule, plan and
organization of personal work process for the implementation of tasks);

- control (self-control by employees of the results of work, adjustment
of goals);

- information and communication (search and exchange of information,
communication links) [10].

Therefore, the main issues that strategic time management is designed
to address:

- goal setting and task setting;

- management and regulation of business processes of the organization;

- distribution and accounting of time for tasks and blocks of tasks
(projects).

It is important to understand that time is the key, i.e. strategic, resource
of an organization or person needed to succeed. Time as a strategic
resource is on a par with such resources as money, information, technology,
people (staff), and so on. There is a well-known aphorism in the business
community: «In the future there will be two types of companies — fast and
dead.» Organizations that underestimate the «time factor» and are not able
to effectively manage time, are simply doomed to lose the most important
strategic advantage, loss of competitiveness and sudden extinction. There
are several strategies to increase individual and corporate time management
efficiency (fig. 2).

Timne as & shrateglc resowee (ums)

Time maragement strategles

Lpcelerate Slow down Apenrlate Arramze

Fig. 2. Time management strategies in the enterprise [4]

The names of time management strategies are conditional, metaphorical.
It is clear that in the literal sense of the word «accelerate» the objective flow
oftime is impossible, but to reduce the time of any action and a predetermined
(typical) time to achieve any intermediate goals — It is possible. In the tabl. 1
shows examples of using strategies to optimize the time of the organization.

The introduction of time management in the enterprise can significantly
increase the efficiency of its activities. To this end, the strategic stages of
forming an effective time management system are identified (Fig. 3).
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Fig. 3. Strategic stages of formation of the time management system

The introduction of corporate time management involves studying the
organization of the workflow, identifying «bottlenecks» and considering
options for improving workflows through the introduction of time
management tools [3]. The introduction of time management tools in the
company allows the most efficient and rational use of employees’ working
time. In particular, these measures help to increase the efficiency of
enterprises. The constant advantage is the reduction of stressful situations
and the normalization of the working environment. It is important to regulate
work processes, a clear formalization of deadlines for tasks, which helps
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reduce overall tension in the workplace.
Table 1
The basic concept of time as a strategic resource [4]

Time management Characteristics of use
strategy

Accelerate 1) acceleration of operations (change of standards);
2) effective forecasting;

3) an effective decision-making system;

4) effective communication system;

5) increase the personal efficiency of each employee;
6) work to stay ahead of competitors

Slow down 1) increase the service life of equipment, facilities;

2) conducting a personnel policy to «consolidate» valuable
employees;

3) creation of various «strategic reservesy»

Accumulate 1) allocation of priorities at all levels of activity, in all
divisions;

2) formation of time reservation skills in managers and
employees;

3) restructuring the working time of the organization

Arrange 1) effective planning;

2) introduction of an effective feedback and control system;
3) ensuring accuracy over time as the most important value
of the organization associated with the system of control and
motivation

References:

1. Arkhangelsky, G.A. (2005). Time management in the organization
management system. [ONLINE]. Available at: https://www.dissercat.com/
content/taim-menedzhment-v-sisteme-upravleniya-organizatsiei [Accessed
25 June 2020]

2. Bolotova, A. K. (2010). Time management as a management tool.
[ONLINE)]. Available at: https://www.hse.ru /data/2010/03/28/1232584053/
bolotova%20K-08.pdf [Accessed 27 June 2020]

3. Bronnikova, E.M. (2016). Personal and corporate time management
tools in the activities of employees in the business environment. Business
and Design Review, 1, 4 (4), 9.

4. Diachkov, D. V. (2016). Educational content in the discipline «Time
Management» for higher education students majoring in 073 «Management.
Poltava: PSAA, 132

5. Khytra, O. (2019). Efficient time management as an independent
complex of personnel management system of the enterprise. Scientific
Bulletin of Uzhhorod National University, 26 (2), 101-110.

251



6. Masliukivska, A. O. (2018). The importance of time management for
increasing of personal effectiveness. Young Scientist, 11(63), 467-471.

7. Petrushenko, M. M., Bondar, T. V. (2009). Time management as a
means of achieving strategic development of the enterprise. Sumy State
University Herald. Economy, 1, 10—18.

8. Prentice, S. (2007). Integrated time management. M.: Publishing
house «Dobraya knigay, 306.

9. Ward, S. Ways to Get More Time [ONLINE]. Available at: http://
sbinfocanada.about.com/od/timemanagement/a/getmoretime.htm
[Accessed 26 June 2020]

10. Yevtushevskaya, O. (2017). Time management as a manifestation of
the worldview of modern people. Bulletin of Taras Shevchenko National
University of Kyiv. Economics, 3 (192), 15-18.

THE IMPACT OF ECONOMIC CULTURE ON THE
DEVELOPMENT OF MODERN BUSINESS

Angelina Spitsyna,
Ph.D., Associate Professor,
National Transport University, Kyiv, Ukraine

The internationalization and globalization of international economy
are the causes of social changes and the leading economic activity factors,
which also bring about the intensification of international business relations.
This interaction may be fraught with a clash of cultures, which can make the
achievement of the goals and objectives of economic activity impossible.

Today, Ukraine is integrating into European political and economic
institutions, as well as joining the European spiritual space. On this way,
Ukraine already has significant achievements, the necessary reforms are
being carried out and European values are being promoted. However, there
are also very serious problems. After the Ukraine’s gaining independence, it
seemed to many that changing the «rules of the game» in the economy (the
transition from the planned to market economy) would turn the country into
a prosperous state. However, this illusion has long since vanished. It has
been replaced by another illusion: as soon as Ukraine joins the European
Union, prosperity will come to every home. Now this illusion also has begun
to disappear. It should be noted that the low level of the national economic
culture is an objective obstacle to building a prosperous society in Ukraine.

The influence of the national culture on economic activity has been
studied both by foreign scholars (A. Smith, D. Ricardo, G. Hofstede,
R. Griffin, M. Pastei, E. Hall, F. Trompernars, R. Lewis, Y. Latov, I. Nevlev
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and others) and Ukrainian scientists (V.G. Yeremenko, T. Yefremenko,
A. Lipentsev, V. Knyazev, N. Nyzhnyk, Y. Palekha, Y. Petrushenko,
O. Priyatelchuk, and others).

Cultural differences are an obstacle to effective international economic
relations. These differences can be reconciled if business partners base their
economic relationships on national cultural categories and concepts of each
other. Knowledge of cultures of different countries allows the partners to
respond better to unexpected intercultural communication of each other,
thus avoiding possible conflicts.

Culture is an extremely complex and multifaceted phenomenon that
reflects all aspects of human existence and includes everything that
has been created by the human mind and hands. That is why culture is
studied by different sciences: sociology, history, anthropology, linguistics,
ethnology, etc. Each science focuses on one aspect of culture using its own
methods and ways and formulating its own understanding and definition of
culture [1].

The interaction of national cultures shapes the global culture, just as
the personal beliefs, values and norms form the culture of the group to
which the individuals belong. Changes in national culture affect the global
environment, which is now characterized by liberal international economic
relations, freedom of choice, respect for human rights, and openness of
national economies, etc. [10]

The diversity of national cultural models of economic behavior and
the flexibility of institutional frames create opportunities for effective
integration of Ukraine into the global institutional system. Thus, there is
a need to study the institutional threats and opportunities posed by modern
national economic culture.

In a narrow economic context, we often talk about the material culture
or culture of production (culture of the way of work and the noosphere
culture). This approach presents economic culture as an environment
(context), condition and necessary background in which management and
organizational activities can be implemented: «economic culture covers
those and only those values, norms, needs, and benefits that arise from the
needs of the economy and have a significant (positive or negative) impact
on it. These are the social norms that, having arisen outside the economy,
acquire a specific meaning within it (for example, the general norm of social
justice in the economy is embodied in the principle of wages), and those
that were formed within the economy, arising from its internal needs (for
example, the rate of planning from the achieved and leveling)» [4]. The key
role of economic culture in the narrow sense is «a regulatory influence on
reproductive processes, ensuring the development of the economy through
socio-economic, scientific and technological progress» [4].
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Economic culture is understood as an informal meta-institution that
includes such functional components:

1. Information component — a system of economic knowledge, views,
beliefs, historical experience and traditions; information that provides social
reproduction of the economic system and the direction of its institutional
changes.

2. Evolutionary component — part of the evolutionary mechanism of
inheritance, variability and selection of relevant information by economic
entities or their groups about the institutional development of a particular
economic system. The effectiveness of such a mechanism of institutional
evolution is manifested in the level of economic development and citizens’
activity and their ability to apply economic knowledge in practice.

3. Motivational component — a system of values and incentives for
economic activity and economic agents’ behavioral orientations.

4. Activity regulatory component — economic culture appears as a two-
fold regulatory development of economic activities:

- productive component (culture of regulators that determine productive
forces and labor and social relations in material production)

- socio-cultural component (humanization of production (labor) and
individuals (society) using its regulators, which contributes to the formation
of a socially-oriented economic system) [5].

Experts believe that the strongest component of economic culture is
the economic literacy and professionalism of «the average» Ukrainian,
while its weakest component is the level of «the average» Ukrainian’s
compliance with laws and regulations. The dominant place in the structure
of socio-economic behavior of the population is occupied by their pragmatic
motivation to increase their financial status [2]. The degree of satisfaction
with the work of compatriots is differentiated: 40 % are fully or partially
satisfied, 37 % are dissatisfied with the work as a whole; 28 % believe
that their work corresponds and 27 % that it does not correspond to their
professional and educational level. Opinions of Ukrainians about their own
educational competencies were almost equally divided: 42 % were fully
or partially satisfied (against 36 %, who answered «rather dissatisfied»
and «completely dissatisfied») [2]. The criteria «the work provides an
opportunity to grow professionally and improve» and «not too tiring»
are in the fifth and sixth places respectively in the hierarchy of work
requirements [6]. At the same time, Ukrainians are ready to emergency and
overtime work. Perhaps this feature can account for the economic success
of the Soviet era, when economic goals took the form of five-year plans
with their implementation time significantly reduced. In this regard, it is
advisable to revive the institution of national projects.

Almost every second Ukrainian is interested in meaningful and interesting
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work with some elements of creativity. 87 % of the respondents consider
higher education a mandatory attribute of a successful individual. The
main fields in which Ukrainians would like to gain additional knowledge
is engineering, law and medicine [1]. Because of the predominance of
non-economic factors, Ukrainian economic agents can gain a competitive
advantage in the age of information and rapidly changing world. Another
characteristic of the Ukrainian «homo economicus» is the contradiction
between his/her objective-rational, value-rational, affective, and traditional
behaviors. To satisfy their personal interests, 44 % of Ukrainians are ready
for any illegal or immoral actions. More than half of the respondents make
their life plans for a year or less, while every tenth respondent’s plan does
not exceed one day. When making decisions, most Ukrainians rely on the
advice of family and friends (78 %) or on their own intuition (46 %). Every
third respondent has difficulties with institutional adjustment and just as
many respondents simply don’t want to adjust to new economic conditions.
Modern norms and traditions are valued by only 8.7 % of Ukrainians. Only
5.7 % of the respondents consider themselves innovators, and 40 % are
wary of new products [1]. It is obvious that institutional transformation and
globalization of the national economic system will strengthen resistance to
change.

Economic culture reveals the essential features and characteristics of
economiclifeandreflectsthestable formsofpeople’seconomicconsciousness,
which determine the nature and direction of economic processes. Economic
culture actively influences the formation of individuals’ economic positions
and economic activity, as it provides a system of meaningful values and
fundamental norms of economic behavior. Economic culture correlates with
the prevailing social values and their cultural and historical perception as
well as it is a system of meanings, symbols, knowledge, reflection (feelings,
ideas), and traditions that motivate and regulate human economic activity
in the process of production, distribution, exchange, and consumption of
material and spiritual goods. When interacting with the national mentality,
economic culture forms individuals’ economic thinking and, as a result, it
determines the program of individual economic behavior and economic
actions. Thus, economic behavior depends on a number of in-depth
factors, which include the conditions of economic culture formation, the
nature of economic thinking, as well as the characteristics of the system of
economic and social relations. The Ukrainians’ attitudes towards the state
and economic authorities are characterized by considerable contradictions.
Traditionally, the government in Ukraine is the main source of economic
rent. To seize power rent, economic agents create special interest groups
with similar economic motives. As a result, clan thinking and an oligarchic
economy are formed.
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Almost every second Ukrainian assesses the state’s actions to increase
the welfare of the population and reduce inequality as completely
ineffective. The state’s ability to introduce new technologies is assessed
similarly. Despite this, after a twenty-year-long market reform, only 8 % of
Ukrainians believe that state participation in economic management should
be minimized, 41 % think that it is better to combine public administration
and market methods, and 27 % prefer to return to full state control. 58 % of
the respondents believe that a few strong leaders can do more for the country
than laws and public debate [1].

Such tendencies evidence the dominance of paternalism in the economic
system. Many researchers note the preservation of «socialist needs» in
society, despite the demonstrative rejection of the USSR’s basic institutional
guidelines. Paternalistic sentiments in Ukrainian society are as difficult to
eradicate as corruption, shadow economy, and institutional distrust.

Trust in institutions is a significant problem for any economic system,
especially for societies under transformation. The level of full («complete
trust») and predominant («mostly trusty) institutional trust in Ukraine has
not changed significantly. At the same time, interpersonal trust has become
the main source of economic relations in Ukraine (+ 48 %). Ukrainians also
have become more trusting non-governmental organizations (+ 37.7 %)
and entrepreneurs (+ 21.7 %). In other developing countries, the average
confidence in public authorities is 46%, in the media — 56 %, in public
associations — 53 %, and entrepreneurs — 60 %.

The level of institutional trust is becoming a critical factor in systemic
economic reforms. Trust in the institution means that the economic agent
expects a positive result of the institution-regulated relationship with the
counterpart. The low level of Ukrainians’ trust in new institutions makes
them illegitimate and unable to work.

Researchers distinguish two stages of business development, which form
two types of ethics — the ethics of service and the ethics of responsibility.

The traditional culture model is characterized by the ethics of service
to society (ethics of duty). It means that the entrepreneur, «maintaining an
inner sense of belonging to the whole, builds relationships with his partners,
clients, employees on paternalistic or solidarity principles, whereas religious
beliefs about the sin of selfishness and extortion can lead him to trembling,
encouraging mercy and charity» [7].

W. Sombart notes that «all those who served capitalism: a large landowner
and a large overseas merchant, banker and speculator, manufacturer and
wool trader — all of them still did not cease to measure their business to the
requirements of healthy humanity: for all of them it was only a matter of
means to reach the purpose of life; for all of them, the direction and extent
of their activities are determined by their own vital interests and the interests
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of other people for whom and with whom they act.»[10].

The ethics of responsibility, which became the basis for the development
of Western entrepreneurship, involves subordination to situational goals,
interests, norms, obligations, self-realization, material and financial profit,
career and status growth, and prestige. Success can be achieved by all
available means, while neglecting the opportunity to succeed is seen as
a sin. The ethics of success differs radically not only from the Ukrainian
mentality, but also from the moral systems of most world religions: «It
denies love of neighbor and solidarity with him, which is a moral source of
mercy and charity. It ignores the particularly pronounced Orthodox value of
modesty and self-humiliation, the ideal of the triumph of «these little ones»,
«beggars in spirity over the strong and happy ... The idea that everyone
is responsible for their own destiny and, accordingly, is to blame for their
failures and disasters, often urges to refuse compassionate support to the
weak and needy, citing the fact that poverty is the best incentive to work and
entrepreneurship.»[11].

Ethnometry, the «father» of which is considered to be the Dutch social
psychologist Geert Hofstede, is a comparative study of national mental
characteristics using mathematical methods. According to the Hofstede
method, indices of five mental values are calculated: individualism, power
distance (willingness of people to accept the uneven distribution of power
in institutions and organizations), uncertainty avoidance, masculinity-
femininity, and long-term orientation (Confucian dynamism).Indicators of
cultural distance (DC), calculated using the Hofstede method, show that the
closest to Ukraine are Eastern European countries (DC values ranging from
4 to 7), while the most distant countries are those from Western Europe and
Asia (DC exceeds 17) [10].

The World Values Survey, the largest study of value dynamics, covers
more than 100 countries, ninety percent of the world’s population, and has
been conducted since 1981 under the direction of Ronald Inglehart. The
results of the study show “widespread and consistent differences between
the social, economic, religious and political attitudes of the population of
high-income countries and the population of low-income countries. The
findings of WVS make it clear that the basic values and attitudes of the
population around the world are changing and the changes are taking place
according to agreed and predictable algorithms» [10]. Despite the large
number of primary indicators, R. Inglehart was able to explain intercultural
variability using two integral variables: traditional/secular-rational values
and survival/self-expression values. The main result of this work was a
map of Inglehart, in which the author identifies nine cultural zones: Africa;
orthodox, post-communist Baltic countries; Confucian countries; Orthodox
countries; Catholic Europe; Protestant Europe; English-speaking countries;
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South Asia and Latin America. The main conclusion of the research was that
«a high level of economic development is associated with a strong emphasis
on secular values and self-expression values: this is why rich countries find
themselves in the upper right sector of the global cultural map» [10]. In this
model, Ukraine is quite high on the scale of secular and rational values, but
the survival values are at the level of underdeveloped African countries.
The closest countries to Ukraine are Russia, Bulgaria, Belarus, Montenegro,
Latvia, Albania, and Moldova. At present, Ukrainian society is experiencing
strong cultural and institutional changes compared to the Soviet era. For
example, 34 % of respondents noted a change in the rules they needed to
follow to succeed in life, 31 % noted changes in the requirements of life, 47
% were aware of the changes in the state-human relationship, and 46% in
interpersonal interactions. Ukrainians’ ideas of good and evil (32 %), basic
life values (33 %) and social ideals (27 %) have changed. According to the
majority of Ukrainians (77 %), the values that existed in the Soviet Union
(social equality, collectivism, mutual assistance, state support) do not work.
On the other hand, half (48 %) of Ukrainians do not accept the system of
values that has developed during the years of independence. According to
the respondents, the closest in the cultural and mental context for Ukrainians
are the East Slavic countries (41 %), namely Russians (77 %), Belarusians
(56 %) and Poles (17 %) [1].

The globalization trends in Ukraine involve the further integration of
national culture and the adoption of «the planetary» economic system model.
It should be borne in mind that the main trend of economic globalization
is the spread of the Western liberal model of economic culture. Economic
agents with this mentality benefit most from globalization. Modernization
and creation of new economic institutions, adequate to modern cultural
changes, can be based on the «melting pot» and multiculturalism strategies.

The concept of the «melting pot» implies that national economic agents
will «flow» into the global cultural environment, the rules of economic
behavior will be unified fully meeting the requirements of global economic
culture.». Today, the main actors in international economic activity are large
multinational corporations, whose economic cultures are largely unified
in accordance with Western values and are almost unaffected by national
characteristics. In such a situation, national economic cultures and traditions
of business ethics, which immanently contain business-important values
and norms and centuries-long economic relations, are becoming considered
as outdated, «yesterday’s», «archaic»

and are proposed to be replaced by new «advanced» liberal
values» [11]. The advantages of this strategy are the creation of a new
model of economic behavior that will change the trajectory of Ukraine’s
institutional development.
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Multiculturalism, as opposed to the concept of a «melting pot», supports
new identities, the interpenetration of different cultures and cultural
diversity. In other words, the new rules of economic behavior should be
based on the peculiarities of the national mentality, which has been formed
over the centuries. According to R. Inglehart, «despite the constant talk
of «culture globalization», a country remains a key component of the
common life experience, and its educational and cultural institutions form
values inherent in almost all its inhabitants» [10]. John Nesbit notes a
large-scale transformation of socio-cultural interactions «from hierarchy»
to «networksy», from «either-or» to «and-and» [11]. Along with creating
new opportunities for the development of economic culture of Ukrainians
in accordance with the requirements of global business institutions,
institutional integration strategies can lead to the «institutional trap» effect
when the economic system multiplies the ineffective institutional models
that have become entrenched as a result of random or insignificant events,
until a new situation promotes evolution. Thus, there is a need to define
clear priorities, guidelines and strategies for the integration of national
economic culture, based on a combination of the concepts of «melting pot»
and multiculturalism (tabl. 1).

Table 1
Integration of national and western-liberal models of economic culture

Western liberal | National economic | Ways of institutional integration of

model culture the economic system
Inviolability of Non-economic idea of | State-corporate TNCs and clusters.
private property, wealth, disapproval and | Development of patronage and charity
respect for recognition of property
wealth and as «unrighteousness»
entrepreneurship

Liberalism, ethics of | Paternalism, ethics of | Neopaternalism, participatory
responsibility service economy (participation in ownership,
management, profits)

High level of Neglect of the law, Promotion of institutional trust
institutional trust the dominance of and legalism by strengthening the
and legalism informal and shadow institutional role of non-governmental
opportunistic behavior. | organizations and the institutional self-
Personaltrust organization of economic entities
Protestantism labor | Work overload, Revival of the practice of national
ethics. Work as emergency work, shock | projects. Priority of project and program
the main source of | work management. Development of socially
wealth responsible business, environment-

friendly technologies, creative and
design activities, education and science
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Thus, modern economic culture in Ukraine is characterized by a
certain degree of dualism. On the one hand, business seeks to instill liberal
entrepreneurial values: individualism, economic freedom, pragmatism.
On the other hand, the key rules of the distributive economy remain: the
dominant position of the state in the economic sector, insecurity of owners,
state control over property ownership, a close connection between business
and government, state protectionism, disregard for the rule of law.

Turning economic culture into an informal meta-institution is an
extremely complex, poorly managed and unpredictable task. All researchers
note that the cultural characteristics of agents become particularly obvious
when the agents are exposed to another cultural environment. On the other
hand, economic culture is a powerful factor in the institutional trajectory of
the economic system.

The recommended trajectories of transformation of national economic
culture in the context of globalization of the economic system of Ukraine
should combine the «melting pot» and multiculturalism strategies. In
particular, it is necessary to develop neopaternalistic relations and a
participatory economy, in which economic agents are motivated to work
and do business by participating in the ownership, management, and profits-
distribution of the economic organization. Attitudes towards property and
wealth should be based on a well-thought-out combination of sustainable
elements (development of patronage and philanthropy) and absolutely
necessary innovations (effective protection of private property). The work
ethic formed by Ukrainians needs to be preserved and developed, as it can
become the main competitive advantage of Ukraine in the global economic
space.

Legalism and institutional trust are institutions that, without a doubt,
should be developed according to new principles and trajectories. Illegal,
opportunistic behavior, and distrust of formal institutions is the main obstacle
both to international and domestic economic development of Ukraine.

Today, economic culture is a subsystem of the general national culture
and it is closely related to its other components: political culture, legal,
moral, religious components, etc. [5]. Economic culture is considered as
a form of social consciousness that reflects socio-economic conditions of
life and affects attitudes, orientations, values, motivations, preferences, etc.
Formation and development of organizational structures in market relations
bring about new forms of economic culture: economic, cooperative, and
entrepreneurial, which in turn is divided into administrative, investment and
trade cultures. Economic culture functions not only in economy, but also in
social relations. It reflects the level of economic freedoms and characterizes
the potential of a market economy. The ability of economic culture, as a
part of general culture, to self-reproduce and self-renew is associated with
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economic freedom. Performing important functions, economic culture has a
significant impact on the formation and functioning of the economic system.

The main components of the economic culture of the countries with
developed economies include: economic rationalism, innovation, variety
of models of economic behavior, high subjectivity, economic entities’
orientation towards institutional values and partnership relations, high labor
ethics, general obedience, and political neutrality. Administrative culture is
maintained where intermediary activities are created by large organizations
that serve competitive enterprises. The main focus of administrative culture
1s on how to do, rather than on what to do.

The investment culture carriers are banks and investment funds.
Receiving profits from the constant cycle of equity and debt capital, they are
always faced with great risk when investing in existing or new productions.

The trade culture develops primarily in trade organizations, sales
organizations, as well as in retail trade. Success in this area depends on the
contacts with customers and the constant search for the product that is in
great demand in the market [5].

Economic culture consists of a culture of entrepreneurship, management,
economic partnership, and financial analysis. Economic culture can be
defined as the way, form and result of human activity in the process of
social production, exchange, distribution and consumption of material and
spiritual goods. The consistent variability of the interconnected periods of
social reproduction makes it possible to treat economic culture as a set of
production culture, exchange culture, distribution culture, and consumption
culture.

The economic culture of business is a system of knowledge, values,
symbols and traditions that provide motivation and organizational structure
regulation, as well as determine relevant social attitudes (tabl. 2).

Business culture includes production technology culture, management and
organization culture, working conditions culture, exchange and distribution
culture, negotiation culture, etc. Entrepreneurial activity is influenced by
economic culture at all stages of its existence. In the economic literature,
the entrepreneurial activity culture is often identified with the economic
culture, which is one of its components and which is growing, renewed
and transformed into management culture. Formation of entrepreneurship
culture is influenced by many factors: religious, national, social, economic,
political, etc.

Entrepreneurial activity can be effectively carried out and developed on
condition that the requirements of economic, social, spiritual and political
nature are properly observed. Besides, the economic reality puts forward
equally important requirements of moral, ethical and spiritual nature
to the entrepreneurs’ specific actions. The point is that in their activity,
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entrepreneurs should be guided by the behavioral norms established in all
civilized countries. Entrepreneurship ethics implies the implementation
of economic activity by the organizational structure, management, and
individual entrepreneurs in accordance with ethical, i.e. value (spiritual)
criteria of behavior, to comply with the cultural environments to which the
entrepreneurs belong [9].

Table 2
Characteristics of the main components of economic culture

Economic culture element Characteristic of the economic culture element
Economic ideals developed by economic consciousness and available in it

generalized ideas about economic life perfections
Economic generally accepted ideas about the economic goals a
values person should strive for
Economic general patterns that regulate economic behavior
norms
Economic simplified, schematic, distorted and value-oriented ideas
stereotypes about economic objects, phenomena and processes
Economic a static image that is based on beliefs and allows
mythology systematizing and interpreting facts and events that are

not completely clear in content, as well as structuring
collective ideas about the present and the future

Recent years have seen a wide discussion on the organizational structure
culture. The concept of «entrepreneurship culture» has a different meaning,
but the starting point is certainly the idea of the cultural world as a world of
human dignity.

The organizational structure culture is about the ethical and behavioral
principles of the individual. It is an important factor in the humanization
of relations, which depends on the place in business activities occupied by
traditional and acquired values and skills [3].

The organizational structure culture covers a wide range of issues of
business ethics and etiquette. Each branch or area of entrepreneurial activity
has its own rules of conduct, but almost all of them are based on honesty
and law abidance, high quality products, guaranteed work safety, and honest
and decent relationships with suppliers, customers, and business partners.

The organizational structure culture is a prerequisite for economic and
commercial success. High entrepreneurship culture is fostered on positive
examples, young people’s acquaintance with the basics, attractiveness and
social usefulness of business during vocational training, an education system,
which promotes entrepreneurial activity during the period of personality
formation, and support of family contacts and personal acquaintances with
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successful businessmen. The professional reputation of an entrepreneur is
created over the years, it is hard to gain, but easy to lose.

The head of the organizational structure with a high culture should
remember and follow the following rules of conduct: to be guided primarily
by the interests of customers; constantly work on their own business, but
not in it; use effective direct response advertising; fully satisfy customers’
needs; have a weekly income statement, never run out of cash; encourage
actions that meet the interests of their own business; organize their own
business based on its functions; differentiate financial well-being and their
own success because well-being and success are different things.

The rapid development of private structures and their high productivity
show that management on equal terms significantly increases their role in
industrial and social spheres and forms a new type of owner [14].

Organizational structures can be developed through ensuring high financial
efficiency, financial stability and independence; ensuring technological
independence and achieving high competitiveness of the business entity;
achieving high management efficiency and effective business management;
achieving high staff qualifications and intellectual potential; minimization
of the destructive impact of the results of production and economic activities
on the environment; high-quality legal protection of all aspects of business
activity; ensuring the protection of the information, business secrets and
achieving the required level of information support for all divisions and
departments of the organization; effective security of the organization’s
personnel, capital and property, as well as commercial interests.

Conclusions. The study findings suggest that the higher the economic
culture and technological independence, more effective organizational
structure, better staff skills, and legal protection, the higher economic security
of the organization, and vice versa. Economic culture is a set of values and
norms within the existing economic system of society. Economic culture,
unlike general culture, plays the role of social memory that is associated
with the history of economic relations. The peculiarity of economic culture
is determined by the channels through which it regulates the relationship
of economic consciousness and economic thinking. Economic culture, as a
regulator of the relationship between economic consciousness and economic
thinking, is greatly focused on managing the economic behavior of people.
It is in this aspect that we see a great potential for further scientific research.

Today’s life requires a renewed view of economic culture because of
the impact of digital technologies on all spheres of life, including economic
culture. Digital culture is a source of social knowledge. It creates the world
and provides humanity with a complex set of digital tools to organize new
information relations, which results in a global change in cultural interaction.
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Social responsibility is a complex, moral, legal, philosophical, and
ethical-psychological category, which can be considered from different
viewpoints. Let us consider some of the most widely spread approaches to
social responsibility, formed by modern researchers (tabl. 1).

Table 1

Approaches to defining the essence of the concept of “social

responsibility”

Author (s), source

Definition of the concept: “social responsibility is...”

A. V. Poliakov
[1,p.617]

external negative reaction of society to violation of social norms,
which leads to violation of social communications

L. V. Biletska,
0. V. Biletsky,
V. L. Savych
[2, p. 129]

the requirement to a person to assess his (her) own intentions and
choose the type of behavior, which meets the standards established
to achieve interests of the society. In case of violating these
standards, a person must be ready to report to the society and be
correspondingly punished

R. L Khachaturov,
D. A. Lypynsky [3]

the duty of the subjects of social relations to follow the
requirements of social norms is implemented in their lawful
behavior, and in cases of irresponsible behavior, which does not
comply with the requirements of these norms, leading to violation
of public order — personal or property deprivations

A. F. Plakhotny
(4, p. 74]

social mechanism of control, using which the society ensures
coordination of personal and social interests, leads people’s
behavior in necessary, socially useful direction.

T. O. Chepulchenko [5]

occurs when an individual’s behavior has social significance and is
regulated by social norms. In the process of society’s development,
corresponding relations between people are created in the form of
mutual rights and duties.

I. M. Rebriy
[6, p. 136]

in the content of social responsibility, three aspects of social
subjects’ interaction are reflected: the way of performing by
social subject his (her) functions and duties; social assessing
actions or inactivity of social subject (legal, moral, political,
aesthetic, etc.); social sanctions used by the society to social
subject for social consequences of activity or inactivity

The necessity of social responsibility is now recognized by all
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organizations, regardless of their size, location and organizational-legal
form. Any organization must make its own contribution to sustainable
development of the society: economic, social and environmental. These
contributions are interrelated, and the society expects to receive them from
functioning of organization.

However, social responsibility as any phenomenon, has its pros and cons.
Referring to papers of researchers, we can mention them (tabl. 2).

Table 2
Arguments ‘‘for” and “against” company’s conducting the policy of
social responsibility [7, p. 312-322; 8, p. §]

bl

Arguments for

Arguments against

Long-term business interest in social
prosperity

Giving up general profit maximization

Improving public image of specific
companies

Losses from social activity

Supporting viability of business as a system

Lack of skills in solving social problems

Weakening of state regulation of business

Washing-out the main goals of business

Conformity of business with social-cultural
standards

Weakening of international payment
balance

Reducing shareholders’ risks regarding
diversification of investment portfolio

Excessive concentration of power in the
hands of business

New ways to solve social problems (give
business a chance!)

Weakness of public control

Availability of necessary resources in
business

Lack of broad public support

Possibility of “converting” social problems
into profitable business

Rising product costs

Prevention of social problems is better than
treatment

Applying social responsibility only for
advertising purposes

Today, more and more enterprises prefer to operate on the principles of
social responsibility. This is especially true of agro-holdings.

Inpractice, the level of implementing the principles of social responsibility
by representatives of agrarian business has a negative tendency and does not
coincide with the declaration of their position concerning this process.

Thus, the main tendencies in agrarian business of Poltava region during
the past five years are as follows:

1) decreasing the number of rural population (natural reduction and
migration). Accordingly, there was a decrease in the number of employed
and hired workers in agriculture;
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2) reducing incomes of rural residents because of insufficient level
of labor payment to agricultural workers (with the exception of business
owners);

3) low share of costs to labor payment and social measures in the structure
of product costs tends to decrease —it does not exceed 10.0%, on the average;

4) the presence of environmental irresponsibility (the largest share — in
removing back waters to surface water objects; the volumes of pollutants and
carbon dioxide emissions increase; low level of production environmental
friendliness, etc.);

5) the number of employees working in conditions, which do not meet
sanitary-hygienic standards, increases;

6) at many enterprises, up to 80% of machines, mechanisms, other
equipment and vehicles do not meet safety requirements;

7) existing violations of labor legislation.

A low level of social responsibility of Ukrainian agricultural enterprises
is determined by sources of profit and ways, by which it can be maximized.
There are two ways to maximize profits: innovative or rental. These two
methods are incompatible, as the using of one of them complicates the
applying of the other. The second method is chosen by most agrarian
enterprises. Under its application, economic profit is ensured by imperfect
competition, reduction of social expenditures and payments for using labor
and resources, which are necessary for production, as well as by artificially
raising the price of enterprise’s products. Economic power, backed by
administrative resource, is the main competitive advantage of enterprise
under rental way of receiving profit.

Social initiatives on the part of the national profitable agrarian enterprises
(especially small and medium-sized ones) are unpopular. In opinion of
enterprises’ owners, alternative ways to maximize profits are more effective
and reliable than social measures At the same time, investments in ensuring
economic power are more attractive because they ensure predictable result
for a shorter period of time, and economic power itself is a cheaper and more
reliable way to influence counterparties. Rental method of obtaining profit
not only blocks investments in social sphere of enterprise, but also creates
additional obstacles to the development of its social responsibility.

Rental method of gaining profit stipulates that:

- the structure of enterprises’ management is not adapted to the system of
social activities, as it is focused on achieving other interests (financial and
economic);

- insufficient spreading of social responsibility practices leads to
relatively high expenditures on their implementation if the company decides
to implement them;

- enterprises use limited planning time-frames, while long-term planning
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is necessary to ensure social responsibility.

However, it should be noted that the negative tendencies in the area of
agrarian production and business, mentioned by us, are the consequences of
the rental method of gaining profit.

Therefore, in our opinion, it is expedient to perceive social responsibility
of enterprise in terms of the theory of “reasonable egotism”. According to it,
social responsibility of business is simply a “good” business, as it reduces
long-term losses. By financing social programs, enterprises reduce their
current profits, but in the long-term prospect they create favorable social
environment and increase profits [9, p. 10].

In our opinion, the following measures can be mentioned for the real
popularization of the system of social responsibility among the national
agrarian enterprises:

- developing regulatory-legal documents having single interpretation of
social responsibility, as well as criteria for its measuring and forms of using;

- forming positive opinion among representatives of agrarian business
regarding active social position in the society;

- regulating the system of preferences for agrarian enterprise, which
implement the policy of social responsibility and socially important social-
economic and environmental programs;

- improving and active applying tax mechanism, according to which
benefits will be determined in the process of implementing social programs;

- developing Government mechanisms to stimulate implementing
the policy of continuous systemic improvement of enterprises’ social
responsibility;

- increasing the society being informed as to positive practices of socially
responsible business. First of all, we consider the rural population being
well-informed;

- raising the level of personnel training in rural districts as to social
responsibility. In particular, it is necessary to start with managerial staff. This
development has to involve the national higher educational establishments
in active participation in this process

- facilitating the work of all interested parties in the implementation of
long-term joint social projects and programs.

Besides, owners of agribusiness have to realize that the urgent need of
modern business practice is to provide themselves with loyal employees.
Such employees are characterized by a high level of “involvement” in the
affairs of the organization. They voluntarily agree to make more efforts to
achieve organizational goals. A loyal employee requires less extra payment
to work hard, as well as less control. Saving financial resources of enterprise
is achieved by it. That is, highly loyal employees are characterized by a high
degree of self-motivation, because they identify themselves with their own
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organization.

What is necessary to ensure the effectiveness of this process of forming
loyal personnel? In addition to the above mentioned measures, in our
opinion, they include the following ones:

1) clearly defined directions of enterprise’s social activity (levels are
different, but it is expedient to be limited to specific rather than diversified
types of social activity. In the future it is necessary to increase their number);

2) control by the enterprise of effectiveness of the chosen social actions,
and also money spent on them. To get the effect from social measures, it
is necessary to monitor the progress of their implementation and also
effectiveness for timely conducting corrective actions;

3) a high level of integration of social activities in the general corporate
strategy and business philosophy;

4) enterprise’s personnel mostly performs complex work, so individual
results of each person are often difficult to track and evaluate, and social
measures (care, development support, etc. by the company) have to cover all
the staff. Therefore, in our opinion, it is expedient to rely on organlzatlonal
culture of enterprise, which has to educate personnel with “necessary”
characteristics.

Social responsibility of a modern agrarian enterprise presupposes
conformity with the specifics and level of its development; it has to be
regularly reviewed and dynamically changed. Socially responsible measures
are formed voluntarily and in a coordinated manner by the management, but
with the participation of main interested parties. These measures are mainly
carried out at the expense of the enterprise. Enterprise’s finance has to be
directed at implementing significant internal and external social programs,
the results of which contribute to its development (increasing volumes of
production, improving the quality of products and services, etc.), improving
reputation and image, forming organizational identity, brand developing,
and also expanding constructive partnership relations with the state, business
partners, local communities and public organizations.

Thus, the system of social responsibility of enterprise has to be directed
not only at reducing and preventing negative consequences of agribusiness
representatives’ activities, but also achieving economic, environmental
and social effects, which can be considered as a basis for increasing its
competitiveness and ensuring its development strategy.
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Analysis of the development of the economic situation in the Ukrainian
labor market and international experience indicate increased competition.
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In these conditions, the role of personnel management in organizations,
which should ensure high efficiency, competitiveness and a stable market
position. In a difficult situation, the effectiveness of the management
system must be taken as scientifically sound and practically implemented
strategic and tactical decisions. The market situation is constantly becoming
more complicated, the boundaries of the market are expanding, including
through the involvement of foreign companies with extensive experience in
conditions of fierce competition.

Innovative changes in the organization of personnel work and in the
efficiency of human resources management of enterprises have raised the
issues for study.

A modern tool for managing the development of the organization
in the face of increasing changes in the external environment and the
associated uncertainty is strategic management, which allows to ensure the
competitiveness of goods and services in the long run.

The special importance of strategic management is due to a number
of objective factors, such as accelerating macro-environmental change,
business globalization, increased competition, development of information
systems, changing the role of human resources, the emergence of new
business opportunities, widespread availability of modern technologies,
new demands and changing the position of consumers.

In this regard, it became clear that previously used techniques and
technologies have ceased to be effective, and therefore the problem of
improving the system of strategic management based on the use of new
technologies and mechanisms has recently become particularly relevant.

To develop new markets, attract new customers and achieve higher
market shares, hospitality companies need to understand customer needs
and be willing and quick to respond to market changes.

To be successful, they must be superior to competitors in meeting these
consumer needs. Market responsibility is related to the relationship between
innovation and market needs. Such innovations are based on active market
research and respond to expected customer demand. This emphasizes that
successful hospitality innovation requires close customer contact, detailed
consumer research, and a comprehensive understanding of what can be
whimsical, fashionable, or truly trendy.

Effective communication through marketing is a key success factor that
contributes to the development of high quality market innovations. Effective
marketing communication includes effective targeted advertising campaigns.
Better communication should lead to more effective advertising and
promotion than competitors, create a brand image and align with marketing
strategy. It is not enough to simply create an innovation and announce that it
exists, because even the best services do not «sell themselves» [1].
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Service managers must analyze the market and look for hospitality
service opportunities that are not offered or available, but not as good
quality or price. Often organizations offer goods and services that are “too
good quality, but then too expensive. For example, a new hotel can offer a
very pleasant atmosphere and the highest quality of service; however, target
buyers are reluctant to pay such high prices.

The latter is responsible for emotions that are difficult to control. «Yes, if
we are scared, we do it automatically in response to an outside stimulus. In
a situation with a salary delay, the manifestation of the whole spectrum of
negative emotions is a» hello «from the limbic brain. If you do not include
in time the rational thinking, for which the neocortex is responsible — the
human brain, to soberly assess the situation, you can slide into a reaction of
the reptile» [1].

Conclusion Nel: it is better to pay a salary on time, and to hire people
with developed intelligence, logic and rational thinking. They are less
likely to think about escaping or arranging a «showdowny in every stressful
situation.

Conclusion Ne2. Use the achievements of neuroscience to increase staff
efficiency [1].

Consider three tools to improve employee efficiency [1]:

1. Clearly define the role, functions and results of the person in the team.

Sometimes this can be a difficult task, because you need to start from
the company’s goals and specific global indicators to be achieved. They
are decomposed into the activities and results of each employee in the
organization. However, not every Ukrainian business has a ready and clear
strategy for several years, and if it does, then high turbulence and total
uncertainty (which is what distinguishes the modern world) make constant
changes in it, which makes long-term planning quite problematic.In this
case, the principle of «eating the elephant in parts» comes to the rescue.
This can be a breakdown of the strategy into periods, such as six months, for
which the company determines its expectations and employee performance.
Then the indicators may change. Or it is a project work, limited in terms
and results, and hence a clear distribution of roles among all its participants.

2. Consolidate all agreements in writing.

I want to do it in the old way in the usual job description, but time has
shown questionable effectiveness of this tool. An alternative for modern
business - an individual employment contract, which fixes the responsibilities
of the employee, his performance and expected results with time, as well as
the responsibility of the head — the timing of payment, its terms, schedule
(including the possibility of remote work), the rules how employees will go
on vacation, participate in activities, etc.

Formal employment contracts «under the copier» are no longer relevant.
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Each company is individual - with its own corporate culture, rules and
«delicacies». And expectations from employees and their place in the system
are always different. For example, an employment contract with a marketer
or head of logistics, even in the same company, will be different because
each of these people brings different value to the business, and the result of
their work is measured by different KPIs. This approach reduces the level of
stress in both parties — the employer and the employee. There is certainty in
the future, an artifact that confirms it, so for some time you can focus not on
the fight against imaginary feelings about the future, but at work. Guided by
the principle of «eating the elephant in parts», contracts can be concluded
for three months, six months or a year, giving both parties the opportunity to
make timely changes and be flexible.

3. Setting up a system of feedback and internal communication.

When an employee, due to a number of difficulties, manages to do the
task, and still passed, but did not receive feedback from the manager — it
is, first, «painful. Secondly, it raises unnecessary doubts on the topic» How
did I cope? Did I manage normally at all? Or is everything so awful that
they don’t even want to give me an answer? “The fact that the manager
is wrapped up and just did not have time to admire the masterpiece of a
colleague is also an argument, but in the average situation he loses to a
negative attitude. Again, because of the brain and our evolution — in order
not to be eaten by a cave lion or bitten by a saber-toothed squirrel, you must
always be alert and prepare for the worst. This habit is transferred to the
modern corporate world — it just happens, and in my

head already looms emotional «go» with other unpleasant thoughts» [1].

Therefore, regular feedback no later than the deadline approved by the
team after the assignment, emphasizing strengths and pointing out mistakes
—helps the employee not only to grow professionally, but also to feel calmer.
This means that the cumulative effect of unspoken feedback will not explode
one day with a bomb in the form of a person leaving, or an aggressive attack
on colleagues. The more open and regular the communication in the team,
the better. Useful tools in this can be: SCRUM-approach, scheduled face-
to-face meetings with the leader, weekly retrospectives of the team, etc. [1].

So can create a corporate island of certainty in our big, scary and
unpredictable world. With a clear design of the employee’s role, the use of
an individual contract and an open communication system in the company
increases the likelihood of employee retention. They will be less likely to
«coincide» and go to conflict, will be able to better focus on tasks and not
spend too much energy on imaginary suffering due to uncertainty [1].

By acting beneficially on employees and their instincts, all this will help
reduce the manager’s anxiety about the unexpected dismissal. After all,
people rarely go where they are well and safe.
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The solution to all these challenges, in fact, is to create a secure and
transparent management system for enterprise managers.

Manager-manager in his professional activity participates in the
development and decision-making of various levels and activities of
the enterprise, and this is natural, but due to the rapid development of
the hospitality industry market changes indicators and components of
management systems to acquire features and qualities and require him to
use the principle of innovation hone in decisions that are the prerogative for
an effective system of personnel management.

The World Economic Forum, which in 2020 celebrates its 50th
anniversary, published the Davos Manifesto. This document raised a number
of important issues of our time, including the basic principles of companies,
a fair and effective management system of top managers and their main
responsibilities to staff. «A company is more than an economic unit that
generates wealth.As part of a larger social system, it also contributes to
the realization of the aspirations of people and society. The results of its
activities should be measured not only by the profits of shareholders, but
also by how it achieves its goals in the field of environmental protection,
social responsibility and corporate governance. The remuneration of top
managers should show their responsibility to all parties», — stated in the
manifesto [2].

Large-scale climate change creates the preconditions for fundamental
changes in the business and financial sector.

Large-scale climate change creates the preconditions for fundamental
changes in the business and financial sector. Analysts from BNP Paribas
Asset Management believe that professionals and top managers should
develop a plan for the transition to a transformational economy. These
current problems, which concern the world business, also arise now in
Ukrainian companies and in the administration, but the domestic realities
are such that various external barriers constantly appear on the way to
promising initiatives [3].

The manager-innovator himself must actively influence all of them, in
particular, it is the choice of a reliable provider and its information product
when using the reservation, etc. According to research by Symantec, two of
the three hotel sites inadvertently pass on booking information and personal
data of their customers to third-party sites, including analytics companies
and advertisers [4].

The main task of managers is how to avoid leaking this information and
make the stay of customers in the hotel comfortable.

For example, for the domestic hotel business to develop successfully,
managers must pay attention not only to regional management channels —
«Property Management System» (PMS) [4].
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Choosing the right PMS is not easy. And there are a number of reasons
for this, as there are countless options on the modern market, and not
everyone will fit the requirements of their business. Therefore, to make the
right decision, you need to ask the right questions and take into account all
the factors that will affect the activities of the institution. Therefore, before
agreeing to an easy option, it is very important to have a good understanding
of all available, both local and global goods. Managing a successful business
is not always convenient, choosing a system, local or not, you need to learn
everything you need to know about PMS and identify key points to consider.

The most important factors to pay attention to the head of the institution,
when there is a desire to buy not a cheap «on-line platform» for hotel
management, but as a result of use, less quality.

1. Introduction. A reliable PMS cloud provider should help the manager
implement the system easily and reliably, in the shortest possible time.
It takes time for the system to work reliably, so you don’t need to trust
companies that say otherwise.

2. Data security. Cloud PMS are, as the name implies, «in server clouds.»
This means that you can without hesitation not be afraid of «of - line» loss
of the server with information, etc. You need to find out which cloud server
the PMS provider is working with, and then decide. Some of the best cloud
servers are Amazon Web Services (AWS) and Microsoft Azure [4].

3. Integration. The PMS provider must provide the top manager with
data access to the server platform with other communication channels and
use the integration of this data into parallel hotel business services, such as
channel and revenue management, accounting, data mining, etc.

There are PMS with built-in modules, but again, if the goal is to choose
the best system, then the manager may need to look for PMS that supports
third-party software integration. They can be a little more expensive, but
allow you to integrate any solution at will, depending on the needs of the
institution.

4. Distribution. The manager needs to choose the provider that will
connect you with the channel managers / online travel agencies that deal
with your target audience.

5. Support. This service is often underestimated by hotel managers, and
not all PMS providers pay enough attention to it. You need to choose a
provider who is ready to provide round-the-clock support and solve any
problems in real time.

Most hotel managers have an understanding that they have a supplier
who will come in person and solve problems — a sense of reliability and
assurance. But in the hotel business, time is money. Therefore, today’s
leaders must reorient their worldview to operational thinking.

Managers must choose a system that will facilitate the work of its staff
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and at the same time improve the efficiency of the hotel, restaurant and other
spheres of business.

Only with high technology does the manager have the opportunity to
build a successful hotel business. The main thing is not to choose a system
without carefully studying the content / customer feedback, their specific
examples, written by users, will give the manager a real picture of the
information management system of the institution.

Innovative management uses the innovative strategy of the hotel business
in practice [5,6].

How does the global hotel business struggle with innovation? The report
on innovations in the hotel business analyzes how various innovation
strategies contribute to the creation of competitive advantages for the hotel
business.

According to the study «On the innovative industry of the hospitality
industry», the author of which is a scientist Prof. Carlos Martin-Rios, the
main idea is based on an integrated model in a combination of technological
and non-technological innovations and he analyzes how different innovation
strategies will contribute to the creation of competitive advantages for the
hotel business [8].

We agree with the scientist, who tracked innovations in the hospitality
industry, surveyed hundreds of managers and spoke with more than
50 leaders and opinion leaders to form the most functional management
model [8].

Innovation management is one of the most important industries in the
development of international business. For many, innovation is equated with
technology, and only scientists and engineers apply innovation in practice.
However, this can happen in many areas that have nothing to do with science
or technology.
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PERSONNEL MANAGEMENT AS A METHOD OF COMBATING
PERSONNEL RISKS OF THE ENTERPRISE

Volodymdr Tkachenko,
Postgraduate student,
Poltava State Agrarian Academy, Poltava, Ukraine

Risk management is an integral part of the management of any enterprise,
which aims to implement the objectives and achieve the set goals. It is
safe to say that human resources play a decisive role in the work of the
enterprise, and that is why the activities of staff is one of the main risks
faced by business leaders.

Starting the study of personnel risks, we must remember that the
functioning of socio-economic systems is to meet human needs, and their
very existence is impossible without human intervention, at all stages,
from equipment maintenance and production to determine the purpose and
strategy of the enterprise [7].

An important question to understand the nature of the risk is to determine
its objective or subjective nature. Currently, there are three points of view
that determine the objective, subjective and subjective-objective nature of
risk [5]. The meaning of the subjective nature of risk is that the object finds
the factor of uncertainty and then forms its attitude to it.

It is also thought that risk exists regardless of whether the object is aware
of it or not. In this case, risk is an integral part of the options among which
decisions are made.

Personnel risk can be characterized by the presence of threats from staff
to the company, which can lead to danger.

According to I. Gorbacheva, in any method of risk management it is
necessary to first identify risks, i.e. to identify their components. To identify
them, it is necessary to fully understand the risks. Risks whose nature is
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unclear should be avoided. This process involves identifying risks, their
sources, entities and objects. The identification begins with the most
probable risks and the most dangerous types of risks and gradually moves
to less probable and costly risks. The essence of the stage of search and
identification of personnel risks is precisely to obtain a clear idea of the
current profile of personnel risk for a particular enterprise. The difficulty
of finding and identifying personnel risks is due to the fact that it is quite
difficult to isolate the actual «personnel risks», because they are closely
related to other risks [2].

As noted by A. Alaverdov, personnel risks in the form of their
manifestation are divided into quantitative, qualitative and risks of staff
disloyalty [1]. Quantitative personnel risks are manifested in the form of
threats, such as market and financial losses. Such situations may arise due
to lack of staff, or its suboptimal number. Qualitative risks arise due to the
low level of responsibility of employees, or their insufficient qualifications.
Abuse of trust by the employer by disloyal employees is the main cause
of risks of disloyalty. This can manifest itself in the form of corruption,
embezzlement, or disclosure of trade secrets, and so on.

Granaturov V. M. identified the following most important elements of
risk:

1) time of occurrence, according to which the elements of risks are
divided into retrospective, current and future;

2) the main factors of occurrence, according to which risks are divided
into political and economic (commercial);

3) the nature of the circulation, according to which the risks are divided
into external and internal;

4) the nature of the consequences, depending on which the risks can be
divided into pure and speculative;

5) the largest classification group — is the field of origin, which is based
on the scope of enterprises [3].

Also, the classification of personnel risks can be represented as follows:

- risks associated with recruitment;

- risks that arise as a result of inefficient staff work;

- risks associated with information security and protection of commercial
information;

- risks associated with dismissal of employees;

- risks caused by the presence of risk groups [6].

The process of personnel risk management is quite complex and in
some cases unpredictable. When trying to take one of the types of risk
under control, a situation is possible in which another risk arises, which is a
surprise for the company’s management.

Risks can arise from external or internal reasons. Internal risks directly
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depend on the management decisions of the company’s management.
External factors do not depend on the personnel management of the
enterprise.

M. Khromov classifies risky cases into accidental (unintentional) and
non-accidental (purposeful). Accordingly, the causes of personnel risks
differ. Thus, accidental personnel risks can be caused by the following
reasons: lack of awareness of the consequences of their actions; negligence,
inattention, violation or absence of appropriate rules and instructions;
inadequate in-house training; gaps between true and declared organizational
values. Purposeful risky behavior is mainly due to: own vision of the
situation (good intentions); personal gain; individual values different from
the values of the organization; low interest in the existence (development)
of the organization; intra-corporate political intrigues, intergroup conflicts;
disloyalty, demotivation, conflict (sometimes with an individual) [8].

Personnel risk factors also include various types of economic and
production processes that occur for the development of the company. Such
processes include active development, stable work, transformational change
and survival in case of force majeure.

In order for the work of personnel at the enterprises of the agro-industrial
complex to be as reliable and efficient as possible, it is necessary to
implement the following measures at the enterprises:

- recruitment should be performed by specially trained professionals
with maximum responsibility. When hiring, it is mandatory to check the
biographical data and information from the previous place of work. An
advantage may be a recommendation or personal assignment of an employee
for a candidate for a certain position. Probation is a pretty good practice.
During this time, you can more carefully study the future employee and
determine his suitability to perform the tasks;

- working conditions of workers should be such that it was unprofitable
to harm the company. This can be ensured by the prestige of working at a
particular company and the formation of the internal climate of the company,
which is perceived by the employee as an advantage;

- creating a strong and friendly team. Creating a sense of belonging to the
company, a sense of security in any life situation. This is facilitated by the
organization of informal collective events, joint recreation or tourist trips;

- introduction of a system of material and other types of incentives at
the enterprise. This can be a surcharge for years of service, a bonus for
overfulfillment of plans, bonuses for conscientious work. On the other hand,
the fact of moral stimulation is important, which helps the employee to feel
himself as a part of the enterprise. It includes the presentation of diplomas,
awards, valuable gifts;

- formation of team spirit and moral and psychological climate at the
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enterprise. It should be noted that staff cohesion should not turn into a
circular guarantee when employees cover each other in the presence of
certain violations. Such cases must be reported to the company management4

- subscription for non-disclosure of trade secrets. The subscription must
include a clause stating that in cases of moral unreliability or disclosure of
facts of disloyalty that cause material damage to the company or damage to
its business reputation, its management reserves the right to prosecute the
employee in accordance with applicable law. Personnel should be informed
about the consequences of violating specific rules of procedure (reprimand,
deprivation of bonus, reduction of position, deprivation of certain benefits,
warning of dismissal, etc.) [2];

- periodic re-certification of staff. This makes it possible to track the
quality of the employee’s work, its focus on achieving goals, its commitment
to the company’s values. A very weighty argument is the impact of
certification on wages. During long periods of certification (once a year,
for example), employees will try to show their best side so as not to lose a
certain percentage of their salary. And with high performance, they will be
able to increase their income.

In my opinion, the certification of employees is a very important factor
that not only shows the quality of the employee’s work, but also to some
extent reflects the attitude of the employee to his work and the company
as a whole. That is why proper certification can increase the level of
personnel security and reduce the risks associated with staff. Therefore, it
is necessary to indicate the factors that are the source of risks of assessment
and certification of personnel. As noted by Dudneva Y. E., they include:

- different standards for employees performing the same work;

- similarity of beliefs and views of the manager and the employee to be
certified, as a factor influencing its results;

- prejudice of the person conducting the certification. This factor is more
often manifested when the certification is carried out only by the operational
manager without the personnel management service;

- assessment not as a whole, but on one characteristic, on one indicator.
Lack of experience in staff evaluation can lead to «skew» in the weight of
indicators and distort the final results;

- change of standards during certification; - giving more importance to the
employee’s behavior in the period immediately preceding the certification,
compared to the behavior during the entire assessed period;

- use of a narrow range of estimates. Sometimes there can be a tendency
of strict leaders to underestimate, and soft - to overestimate. Overestimation,
in addition, can be perceived by the manager as an element of motivation;

- comparison of employees with each other, not with the standards of
activity;
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- lack of attestation conclusions, management decisions based on the
results of attestation [4].

To reduce personnel risk during certification it is necessary:

1. To formulate the purposes of carrying out certification and possible
alternatives of administrative decisions on results of it’s carrying out.

2. Identify key and secondary (desirable but not required) factors for
each position and the criteria for evaluating them.

3. Determine the significance of each key factor by ranking according to
the degree of significance.

4. To form standards of activity for each position.

The problem of risk management in the enterprises of the agro-industrial
complex is very relevant in recent years. All risk definitions focus on losses,
while personnel risks are twofold. Staff remains a major risk factor in every
business. That is why at each stage of personnel management special factors
of influence on personnel risks should be involved. To correctly identify
risks, it is necessary to understand the nature of their origin. This is important
both for retaliation and for ensuring the right management decisions that
will be aimed at preventing certain types of risks.
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Successful economic development of any enterprise in modern highly-
competitive conditions depends greatly on enhancing the production
process and services via introducing modern technologies that can provide
the required quality level of goods. Improving the material and technical
base through the use of scientific and technological progress and appropriate
management methods allows economic entities to form additional
competitive advantages that will contribute to the efficient utilization of the
available and potential resources [1].

The increase in the cost of the non-renewable natural resources, increasing
dependence of production on natural and climatic conditions, limited access
of producers to the financial resources are the result of low rates of the
technical and technological renewal of the agricultural production in the
cost structure of the national agricultural products.

The current situation in the agricultural sector poses a number of
challenges, the main among which is the need to improve business conditions,
conduct quality transformations that can increase the competitiveness of
agricultural production in the domestic and foreign markets, provide food
security, and approximate the national agriculture policy to the European
standards [9].

In view of the current situation features, it is necessary to implement
effective management mechanisms for the technological restructuring of
agri-food enterprises, which will form a qualitatively new level of ensuring
the state food security.

Improving the country’s food security by accelerating the production of
high quality food is the key to increasing living standards, preserving and
protecting the environment through the rational use of natural resources,
and thus increasing the competitiveness of the domestic producers and
expanding its export opportunities [4].
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The Cabinet of Ministers of Ukraine approved the conception of the
state target program for the development of the agricultural sector of the
economy until 2022 to improve the quality, safety, and competitiveness of
agri-food products [9].

The main task of the abovementioned Program is to create organizational
and economic conditions for effective, socially-oriented development of
the agricultural sector, stable supply of agricultural raw materials to the
industry and to provide the population with high-quality and safe domestic
agricultural products, increase the share of the products with high added
value, strengthen Ukraine’s presence at the world market of agricultural
and food products[9]. Re-engineering of agri-food enterprises can become a
solution to the problem under consideration.

But,along with this, thereis someuncertainty regarding the implementation
of the idea of reengineering. Namely, Yu.Lopatynsky and V. Kyfiak argue
that the implementation of the ideas in practice needs specifying the basic
principles of reengineering, efficient for the development of the agricultural
relations:

1) introduction of a product quality management system to increase its
competitiveness on the world market;

2) formation of a balanced reporting system of the indicators that reflect
the efficiency of the economic entity in terms of its production, financial,
and marketing functions (ie the efficiency of all processes);

3) introduction of process-planning of enterprise activity;

4) utilization of corporate operating systems [5].

Intensification of the agricultural production in current conditions of
fierce competition is practically impossible without constant improvement
of management methods and seeking out the reserves to increase the quality
of production. Agricultural raw materials go through several stages of
control:

- input control to prevent the use of the raw materials with harmful
impurities in the production;

- compliance with the production requirements, technological and
laboratory control;

- control over the storage conditions and terms of sale of food products
through a ban on the use of components of artificial origin used to increase
the shelf life of products for consumption [4].

To create new opportunities for the production of quality and safe goods,
the agri-food companies ought to improve the material and technical base
of the enterprise and, timely, implement the achievements of the scientific
and technological progress. All this is connected, first of all, with the
restructuring process. Restructuring of the enterprise can be defined as
the implementation of organizational and economic, legal and technical
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measures aimed at changing the structure of the enterprise, its management,
forms of ownership, including process-planning. The principal goal of
restructuring is to extend the enterprise’s feasibility to recover financially,
to increase the amounts of competitive products production, to increase the
whole production process efficiency [2].

However, it is necessary to select carefully those ways of restructuring,
which can improve the quality and safety of goods produced and sold at the
domestic market. The study has revealed that technological restructuring
is the most effective way of improving the quality and competitiveness of
the national food products, owing to the existing production capabilities of
agri-food enterprises.

Modern management of technological restructuring at agri-food
enterprises must meet the following requirements:

- flexibility and adaptability to constantly changing market conditions;

- focus on reducing material and energy resources;

- focus on increasing the role of information resources;

- responsibility of the management staff and public authorities for the
social stability of both their teams and the region in which they operate [4].

Before discussing the strategies of technical and technological
restructuring of agri-food enterprises, it is advisable to identify and study
the specific features of their production process. Thus, in accordance with
the Law of Ukraine On Basic Principles and Requirements for Food Safety
and Quality, the production process is interpreted as an activity that involves
the production of sanitary facilities, all stages of the technological process,
namely, primary production, preparation, mixing and related procedures,
processing, filling, packaging, renewal and other changes in the state of the
product [7].

Technological factors stipulate the introduction of new technologies
in every field of activity. Computers provide high-speed data processing
for complex production tasks. New machines and processes revolutionize
production methods. Information technology and automation affect not only
technical but also social working conditions [10].

In the field of standardization, the state policy lays emphasis on the
balanced application of many principles, one of which is the adaptation to
modern advances in science and technology, promoting innovations, and
increasing the competitiveness of domestic producers [§].

In view of the abovementioned, it is necessary to implement systemically
modern achievements of science and technology and modernize the
outdated production facilities through the implementation of the technical
and technological restructuring of agri-food enterprises.

The technical and technological restructuring involves the modernization
orreplacement of the outdated fixed assets, introduction of new technological
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processes, investing the programs aimed at more efficient use of the
production process capacities, and other available resources of an enterprise.
Liquidation of some divisions and even enterprises can be considered as an
integral part of this type of restructuring. A broader definition of the technical
and technological restructuring may involve the regional relocation of the
production facilities to take advantage of the strategic options, reflected in
lower wages, a higher level of the staff skills, a promising market, better
infrastructure, and other factors that can appear beneficial for relocating the
business entity. This type of restructuring can not significantly increase the
efficiency of management if it is not accompanied by additional changes
in the organization, management, and development of the marketing and
product policies, as well as without the introduction of strategies to stimulate
the competitiveness of the production [6]. Therefore, in this context, it is
gainful to determine the main directions of structural transformations that
will facilitate the solution to the problems related to increasing the quality
and safety of the consumer goods.

Thus, .M. Cherniavska offers the following directions of the structural
reforms for the Ukrainian enterprises in the field of production:

- monitoring of the existing production processes of the enterprise and
closing the inefficient and technically retarded productions;

- reducing the number of production units (shops, sites, etc.);

- revealing the «strategic core» of the enterprise, the most important,
technically equipped processes, and concentrating efforts on their activities
improvement [10].

0. Kostiuk argues that improving the quality and safety of products should
become a priority of each division of the enterprise if they really endeavor
to solve this urgent task successfully. This goal can be achieved through
highly professional planning and modernizing production processes with a
focus on the implementation of low-waste and non-waste technologies that
provide resource and energy saving.

Goods quality and safety and environmental management systems at
enterprises need constant improvement, regulation, and revision of the goals
and objectives. In this context, it is necessary to determine the structure of
the processes and documentation, improve the working conditions of the
staff, and motivate them to advance [4].

The findings of the study manifest that re-engineering of business
processes in the agri-food sphere is an important factor of ensuring food
safety and quality and can increase their production formats. Comprehensive
and effective implementation of re-engineering opens new perspectives
for further effective functioning of the enterprise in the conditions of the
globalization changes and production of high-quality and safe for consumers
goods, which, in turn, ensures the country’s food security.
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