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FORMATION OF THE EURASIAN ECONOMIC UNION ON THE LEVEL

OF MAJOR CITIES AND METROPOLISES (ON THE EXAMPLE OF THE

CITY OF MINSK): PECULIARITIES AND MECHANISM OF
INTEGRATION

Beprunckas T.C.

PhD in Economics, Head of Department of World Economy and Foreign Economic Researches,

The Institute of Economics of the National Academy of Sciences of Belarus, 1 build. 2 Surganov St., Minsk, 220072,

Republic of Belarus vert.region@economics.basnet.by

Abstract: The author demonstrates the role of major cities and metropolises as the leading
participants in the formation of integration at the regional level. The state of social and economic
development of Minsk is analyzed; the problems and the competitive advantages of the
metropolitan economy are identified. The characteristic tendencies of the socio-economic
development of the big cities and metropolises and the most common reasons for their high
activity in foreign trade relations are determined. The features of the development of integration
ties of metropolises, including those in the framework of the regional economic groups, are
revealed. The basic approaches to the development of a mechanism to integrate the economy of a
mega city (on the example of the city ofMinsk) in the Eurasian economic space are suggested.
Keywords: urban economy; the Eurasian Economic Union; competition; competitiveness; major
city; metropolis; mechanism of integration

®OPMHUPOBAHUE EBPA3UIICKOI'O SdKOHOMUYECKOI'O COIO3A

HA YPOBHE KPYIIHBIX 'OPOJOB 1 MET'AITIOJIMCOB (HA TPUMEPE

I' MUHCKA): OCOBEHHOCTH U MEXAHMW3M UHTEI'PAIIUN

SaBC,I[yIOH.lI/Iﬁ OTACIIOM MHpOBOfI O9KOHOMHUKH U BHCITHEOKOHOMHNYCCKUX HCCJ’IGI[OBaHHfI, KaHAUAAT SKOHOMHUYCCKUX HAYK

WNuctutyT 3xoHOMUKHM HanmonanbsHoi akanemuun Hayk benapycu. yn. Cypranosa, 1 kopm. 2, Munck, 220072,
Pecnybnuka Benapycs. vert.region@economics.basnet.by

AnHoranus: [lokazaHa poyiib KPYMHBIX TOPOJOB M METaloJMCOB KaK BEAYIIUX yYaCTHHUKOB
(hopMHUpOBaHUS WHTETPAIMOHHBIX OTHOIICHHN Ha PETHOHAILHOM ypoBHE. lIpoaHamm3npoBaHO
COCTOSIHHE COITMAIBHO-DKOHOMHYECKOTO pa3BUTUS  T. MUHCKA, BBISBIECHB MPOOIEMBI H
KOHKYPEHTHBIE MPEUMYIIECTBA CTOJUYHONU IKOHOMHKHU. OTpeeNieHbl XapakTepHble TCHACHIIUU
COILMAThHO-3KOHOMHUYECKOTO PA3BUTHSl KPYITHBIX TOPOJIOB M METalojHCcOB W Hauboliee oOIiue
MPUYUHBI UX HAWOOJBIICH aKTHMBHOCTH BO BHEIIHETOPTOBBIX CBS3sX. PacKphITBI O0COOCHHOCTH
pPa3BUTHS HHTETPANMOHHBIX CBS3€M MEramojMcOB, B TOM YHCIEC B paMKaX pPETHOHAIBHBIX
SKOHOMHUYECKUX O00beauHeHUM. [IpeiokeHbl OCHOBHBIC IMOAXOJbI K PAa3BUTHIO MEXaHH3Ma
WHTETpaIyu SKOHOMUKH Meraroirca (Ha mpuMepe . MUHCKa) B €Bpa3nWiiCKOe 3KOHOMHYECKOE
MIPOCTPAHCTBO.

KuarueBsble cjioBa: ropoackas SJKOHOMHKA, EBpa3suiickuii 5KOHOMUYECKUIN COI03, KOHKYPEHIIUS,
KOHKYPEHTOCIIOCOOHOCTh, KPYITHEIH TOPO/I, METAIIOIKC, MEXaHU3M UHTETPaIliy.

Introduction. Analysis of economic integration
process at the regional level for member countries of
the Euroasian Economic Union (EEU) shows a
pronounced tendency of their concentration on large
agglomerations level, as well as on territories
adjoining large cities. As a result, the EEU formation

spatial cut gives a picture of fragmentary, focal
distribution of foreign trade communications. For
example, in Belarusian-Russian economic relations
about 40% of foreign trade are the share of Moscow,
St. Petersburg and corresponding areas [8].
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In general, the competition and rivalry process
of the cities, in particular the large cities and mother
countries, on achieving advantages in relation to
competitors in the global market and the increase of
their role in regional economic associations
formation become the tendencies of the world
economy development [4, 5].

Globalization processes, active inclusion of
Belarus in integration processes, including the
Euroasian Economic Union once can become a
challenge for economy development of Belarusian large
cities and its capital. It brings up a scientific problem of
megalopolises economy inclusion features research in
integration communications and development of
specific EEU formation mechanisms at the level of
these external economic relations subjects. Especially
since there is a number of obstacles: lack of the
international action experience of the cities in the sphere
of economy and politics; insufficient activity of local
community and weakness of the corresponding
sociocultural environment; discrepancy of municipal
government to new requirements of the international
format; limited technological capabilities of integration
and in the long term association of the cities in the
networks  connected  with  backwardness  of
infrastructure networks (buildings, communications),
including information and communication
infrastructure.

Work purpose: to suggest some directions of
developing an economic integration mechanism at
the level of city economy, including the Euroasian
integration policy, on the basis of determining the
competitive advantages of the city of Minsk and
identification of the general causes of stirring foreign
economic activity, as well as the characteristics of
integration of large cities and metropolises.

Main Part. Analysis of Minsk competitive
advantages

The city of Minsk in comparison with other cities
and regions of Belarus is the most active participant of
external economic relations. More than 40% of all
foreign trade volume in goods and more than 59% of all
foreign trade in services are the share of the capital. The
level of goods export per 1 inhabitant in Minsk exceeds
the national average by 95.1%.

During 2006-2013, businesses export in Minsk
saw some negative changes in their commodity
structure: the share of mineral products has increased
considerably, considering that this type of production
is neither made nor stored in Minsk, there are only
commercial transactions made by capital trading
companies. The specific weight of cars and
equipment has decreased and, as a result, the
production share with the low level of added value
has increased in the commodity export structure.

Table 1

Distribution of foreign trade of goods by economic activity in 2013, min USD

Tabauya 1

Pacnpenesnenue 00beMOB BHelLlIHel TOProB/Id TOBaApaMu M0 BHAaM 3KOHOMUYECKOii JessTeabHocTH B 2013 1.,
MJIH. gosu1. CIHA

Types of economic activity ?013 Y.
export import balances
Foreign trade in goods — all 14,669.9 17,745.3 -3,075.4
processing industry 5,012.4 3,444.8 1,567.6
construction 29.2 145.4 -116.2
trade; car repairs, household products and goods for personal use 8,820.2 11,887.4 -3,067.2
transport and communication 84.8 812.1 -727.3
financial activities 3,1 1111 -108,0
operations with fast estate, rent and rendering of services to consumers 137.2 577.8 -440.6

According to Belstat [7].

The foreign economic activity of enterprises
based in Minsk is characterized by a considerable
import component which is used generally for
making export products (energy resources, raw
materials, materials, components, semi-finished
products). Besides, on the territory of Minsk the
organizations importing goods for the city needs, as
well as all republic are located.

Minsk is the region, attractive to investors. The
share of Minsk in the total amount of investments into

fixed capital of the Republic of Belarus in 2008-2013
was over 22%. A sustainable trend of the foreign capital
inflow into Minsk economy has been seen since 2005.
In 2013, the volumes of foreign investments increased
to the level of 2006 more than 4 times, and direct
foreign investments — almost 73 times. In 2013, 3,950
businesses with foreign investments — 55.1% of all
similar businesses in the Republic of Belarus — carried
out their activities in Minsk.

Interest of foreign investors finds its practical
realization mainly in the non-productive sphere. Since
2006 in structure of foreign investments receipt on
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forms of ownership the share of trade and transport and
communication strongly grew, the specific weight of
the industry was considerably reduced.

Meanwhile, Minsk is one of the most industrially
developed regions of the country, wins first place in the
number of the industry employees, the second — in
structure of industrial output production and the cost of
the fixed production assets.

About half of industrial output of the city are
produced by the mechanical engineering enterprises.
Material-intensive productions, such as production of
cars and equipment have the leading value,
production of vehicles and insignificant share in
comparison with the capitals of developed countries
are occupied by modern hi-tech release productions:
electronic, computer and other types of knowledge-
intensive production.

Considerable specific weight of mechanical
engineering in structure of the Minsk industry caused
concentration of the large enterprises production in the
city. Serious problem of Minsk industrial enterprises is
a low labor productivity (on added value) (on this
indicator in processing industry Minsk almost by 4
times lags behind ES-28 that reflects the low level of
production competitiveness in the world markets).

The arrangement of the Belarusian capital on
strategic ways crossing from the west to the east and
from the north to the south caused Minsk
development as largest transport communication
knot. About 30% railway in the country, 20% of
automobile cargo transportation on import and 40%
on export fall to the share of the city.

Minsk is distinguished from the republic regions
with the greatest informatization extent, represents
large  knot of international and national
telecommunication networks, the formation and
distribution mass information center, a home to the
largest telecom operators.

In the capital modern market infrastructure
including commercial banks with representations of
foreign banks, Belarusian Currency and Stock
Exchange, investment funds, finance, leasing, trust
and insurance companies are created. The Minsk role
in the banking sector of the country is highest (if not
excessive). Parent organizations of all banks
registered in Republic of Belarus are in Minsk, in
other regions only their branches work.

In Minsk 33.5% of all small enterprises and
more than 25.0% of all individual entrepreneurs of
Belarus are registered. On small enterprises 28.3% of
total workers in the capital are occupied. On them
about 30% of total amount of the city industrial
production are made.

The resource most important strategically
determining the capital level of competitiveness is
human potential.

Minsk is characterized by high level of research
and educational potential concentration. So, 84% of
researchers are concentrated in the capital region.
According to 2012/2013 data over 55% of higher
education institutions were in Minsk, in them 52.26%
of the country students total number were trained [7].

It is considered as the potential of the
intellectual services sphere growth. However real
quality of education, on one hand, but not demand of
"high competences" labor market, on the other, has
led to the great number of certified specialists in
Minsk being occupied on workplaces with no need of
qualification they received.

Minsk is most stable from demographic point of
view and manpower security being situated in the
Belarus region where positive dynamics of
population change is observed. Average annual
population of the capital in 2013 made 1,911.4
thousand people and in comparison with January 1,
2006 the population of Minsk increased by 144.2
thousand people, or by 8.2%. Here 23.8% of all the
republic employment capacity is concentrated.
Besides, in Minsk the level the population
employment is the highest in republic, and
unemployment level is the lowest — 0.2%.

The city of Minsk is traditionally in the lead one
level of monetary incomes per capita and in size of
the nominal added salary. In 2013 on these indicators
the capital advanced national average level almost by
30% and 45% respectively.

Formation of capital agglomeration became an
important economic trend for Minsk. Establishment
of close production, social, labor connections of the
capital with adjacent urban areas confirms it.
According to population census for 2009 about 63
thousand residents of the Minsk region came for
work to Minsk daily. In particular, in Zaslavle town
every fourth worker had work in Minsk, in
Fanipole — about 43%.

The important role of Minsk in national
economy is caused not only by powerful production
concentration in it, as well as scientific and technical,
infrastructure, intellectual potential, but also by the
city performance of capital functions. Establishments
which realize capital functions, act as the peculiar
animators causing growth of the spheres of action
serving and supplementing them, forming a specific
capital public and territorial complex.

Thus, the main competitive advantages of Minsk
are:

1) advantageous  geopolitical  position on
crossing of the major thoroughfares from the EU to
the countries of Euroasian integration;

2) diversified structure of industry, existence of
scientific centers, the highest export potential among
all regions of Belarus Republic;
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3) high educational and professional level of the
population, existence of strong base for education,
science, culture;

4) developed system of transport infrastructure,
telecommunications and communications;

5) existence of successful implementation
experience of investment projects with the foreign
capital participation;

6) location of the created institutes on attraction
of foreign investments into republic economy:
Advisory board on foreign investments, National
agency of investments and privatization, etc.;

7) rather capacious consumer market, existence
of the large exhibition centers, extensive network of
marketing and trade objects.

Considering results of the carried-out analysis
and synthesis of other countries experience it is
possible to define characteristic tendencies of the
large cities and megalopolises development and the
most general reasons of their greatest activity in
external economic relations. These are:

1) the high number of able-bodied population
and prevalence of the studying youth in the
population structure as more creative social group;

2) the increased and various demand for goods
and services from the population and subjects of
managing;

3) existence of the different types of
infrastructure reducing exit costs of managing
subjects for the world markets;

4) high concentration of scientific and technical
potential and susceptibility to innovations that creates
conditions for release of highly competitive
production;

5) concentration of the financial capital and
financial infrastructure, including credit banking
institutions;

6) developed sector of business services playing
the independent role in development of international
backgrounds and serving in relation to foreign trade,
foreign investment, etc.;

7) enterprise activity as a result of more
favorable conditions for economic activity;

8) diversified structure of economy and essential
influence of megalopolises on adjacent territories;

9) closer connection of megalopolises with
prospects of post-industrial economy development
stage in relation to urban environment: 24-hour
activity (business life, trade, entertainments); new
standards of material resources consumption; new
forms of consumer culture — visual consumption,
merging of entertainments with other forms of
activity, raised housing quality standards,
introduction of the "green economy™ principles, "the
clever city", development of communication services,
increase in level of remote workplaces, “clever
logistics", etc. [1].

What features of integration communications
development are common for megalopolises?

First, practically all forms of the international
economic relations (IER), and not just foreign trade
as it is common in general for the international
regional economic cooperation are developed.

Secondly, hi-tech export of the country goods
and services is, as a rule, provided in a bigger extent
with the capital.

Thirdly, in implementation of manpower
migratory streams between the countries as one of the
IER forms the leading role belongs to megalopolises
and the capitals.

Fourthly, service trade, including scientific and
technological and innovative interaction, is more
demanded in the large cities and megalopolises for
integration communications in comparison with other
types of administrative and territorial units.

Fifthly, the megalopolis most often is rather
independent player in the world market and is little
dependent on other territories of the country. In many
respects it is explained by distinctive feature of
megalopolises: this production, accumulation and
distribution of information, optimization of
information streams, providing mass communication
of all economic subjects of various levels, and also
high intellectual potential. At the level of large cities
new information society institutes (communication
networks and virtual economy infrastructure) are
formed [2]. It allows megalopolises to set new
vectors in integration policy.

Conclusion.The main approaches to
development of the Minsk economy integration
mechanism into the Euroasian economic space which
contain the following directions are formulated.

First, realization of measures set on further
increase of the large cities and megalopolises
economy competitiveness in a form of global
economy, providing conditions for their inclusion in
the international competitive fight for resources and,
respectively, inflow of foreign investments,
activation of goods and services export is necessary
to consider a strategic objective of integration policy
at the large cities level.

In this context strengthening the international
specialization of the cities in certain directions is the
most important position of the megalopolis
competitive strategy. So, megalopolises can carry out
specific integrating functions, first of all, within
integration association owing to features of economy
structure, for example, rendering services of business
tourism, development of so-called service economy
in service of foreign economic activity (bank and
credit organizations, investment funds, etc.) [5].

Second, at the level of the large cities economy
sectoral approach to integration has to be replaced
with integrated approach. In practice it means, first,
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need of interindustry strategy development for city
economy as components of both regional policy, and
the external economic strategy of the country.
Secondly, taking into account formation of the capital
economy agglomerative type the platform for
network interaction of managing subjects and their
exit to foreign markets is formed. The cluster
mechanism of interregional cooperation which more
and more actively takes root recently into system of
territorial administration in member countries of EEU
is connected with these aspects and has positive
practical experience at the large cities level.

Third, concentration of highly skilled
manpower, educational and research structures,
existence of expert community and high availability
of resources to carrying out researches and
development provide megalopolises with a role of the
center not only for innovative activity, but for
scientific and technological cooperation of the
partner countries on regional bloc as well. It assumes
a contribution of the large cities to creating the
technological and  administrative  innovative
environment, territorial diffusion of technological
innovations, introduction of new economic activity
types based on innovations including social and
administrative innovations.

In realization of EEU integration policy it means
development of strategy and practical measures
gradual integration of national and regional
innovative systems / subsystems into the coordinated
system of innovative activity at the level of Euroasian
Economic Union.

Fourth, as we know, infrastructure arrangement
of urban economics is a key factor of the cities
integration into world economy. On the coordinated
development basis of those types of infrastructure
which carry out connecting and communication
functions (transport, innovative infrastructure, ICT,
etc.) megalopolises can become the main knots, the
centers of infrastructure framework, the cities gate in
integration policy of EEU. Therefore implementation
of infrastructure projects is one of key elements of
the integration mechanism at the large cities level and
for regions in general.

Fifth, closely connected with the aspects of
integration stated above is creating a network of the
EEU member countries cities that is directed on
forming the environment promoting solution of city
development burning issues on a joint basis, and to
establishing closer contacts between all the regional
process players. The capitals have to carry out a
locomotive role in the mechanism of network
interaction. And it is important to note that the
mechanism of network interaction is connected with
active inclusion not only for the managing subject of
the industry and service trade based on various forms

of ownership, but for local community, institutes of
public sector, local government bodies as well.
Unlike other types of administrative and territorial
units megalopolises, possessing diversified economy,
can form the so-called synergism gateway knots
forming new  competitive  advantages  of
megalopolises economy [3, 5].

Sixth, strengthening of regional problems
(ecology, transport  over-saturation,  housing
problems) and at the same time rather developed
sector of municipal economy is created by
prerequisites  for  inclusion in  integration
communications of housing and communal services
objects, nature protection infrastructure, municipal
transport economy, implementation of joint projects
in sustainable development of the cities which are
especially located in the interfaced territories of the
block partner countries.

Seventh, the leading information and
communication role of megalopolises, concentration
here of the countries population most creative part,
performance of capital functions create base for
emergence of new ideas connected with the
mechanism of this kind urban economics integration
into world economy, practical approbation of
innovations in the field of the regional integration
mechanism.
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AHHOTAIUSA

Cratpss TMOCBfIIEHAa HCCIEAOBaHWIO Mmo3uiui Poccum B MEXIyHapoJHOW  TOProsie
IIPOJIOBOJIBCTBUEM U CEIBCKOXO35ICTBEHHOM NPOAYKLMEN. BBIJIeIeHbl BOBMOXHBIE HAIPaBJICHUS
YIy4lIeHUs] KOHKYPEHTHBIX NMO3MIMKA Poccnn B MEXIyHApOJHON TOProBIIE€ MPOJOBOJILCTBUEM U
CEJIbCKOXO3SIMCTBEHHON MPOAYKIHMEW € y4E€TOM IIOCIIEIHUX TEHICHLUHWWA Pa3BUTHS MHUPOBOTO
MIPOIOBOJIBCTBEHHOTO PHIHKA M 00eCTIeUeHHs! TPOAOBOIBCTBEHHOI Oe3omacHocTr Poccun.
KiroueBble cjioBa: MeXIyHapoJIHas TOPIOBis, MPOJOBOJIBCTBHE M CEIBCKOXO3SHCTBEHHBIE

TOBAaphbI, MHpOBOﬁ PBIHOK IMMPOJOBOJILCTBHA, ITPOJOBOJILCTBCHHAA 0e30MacHOCTh CTpaHBbI.

Introduction. The potential of the agricultural
sector of any country can not always provide for
internal needs of the population in food. All countries
of the world are involved in the food and agricultural
goods trade.

Russia is an active subject in the international
trade of food and agricultural goods. The economic
sanctions imposed against Russia address the issue of
the country food security. A nagging question is
arising: which is more important — a well established

own production of food and agricultural goods and
independence from imports or good logistics of the
food and agricultural goods export.

FAO experts define food security as the most
important guarantee of the right for life, it
characterizes the ability of the state to satisfy the
demand of the population for good-quality food and
drinking water [1]. The criteria of safety determined
by the Doctrine of food security of the Russian
Federation are: production of 80-95% total amount of
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the main types of food at the expense of the countrie’s
own resources; stocks no less than 20% of the
requirement measured by the caloric content of daily
diet; price and transport availability. Food
independence is an ability to provide the country with
food in case of complete or partial cessation of
external supplies.

Preservation and strengthening of Russian food
security require the objective understanding that the
commodity structure of the food and agricultural
goods export and import has to be changed taking
into account the state interests. Respectively, the
research into the Russia’s position in international
trade in dynamics of food and agricultural production
is rather timely.

Research objective. The purpose of the article is
the research into the Russia’s position in international
food and agricultural goods trade according to the latest
trends of the world food market development and
ensuring food security of Russia.

In the course of the research, there were used the
methods of system analysis and synthesis, the logical,
comparative, statistical and dynamic analysis,
analogies and other methods.

Results and Discussion. The main tendencies of
the world food market development in 2014 sharply
differ from the previous periods of 2010 - 2013. The

3

steady tendency of foodstuff prices reduction
reaching an absolute minimum in 2015 is observed.
An exception in this tendency is a group of goods
"fish and seafood" for which the following is
observed: change of product structure; steady rise of
the prices which is connected with the increase in
demand, stable US dollar; changes in culture of fish
and seafood consumption.

Along with this, the world market of wheat is
characterized by an increase in volume of export,
despite the prices lower than the previous year.
However, such situation will lead to the world
reserves of wheat reaching the 13-year maximum in
2015.

On inclusiveness degree in international trade
for the food and agricultural goods Russia is among
the countries in general providing themselves with
the food, but importing and exporting certain types.

Despite high potential for agricultural industry
development, Russia has low positions in
international trade in agricultural goods. During 2010
- 2014, the share of Russia in world export on this
group of goods is in limits of 1.5 — 1.7%, in import of
2.2 — 2.6% (fig. 1). In the world market of the food
Russia traditionally acts as net — the importer of
agricultural production.

2,5
2

® 15

1

0,5

O3kcnopt

Nmnopt

0

2010 2011 2012

2013 2014

Source: compiled based on [7; 8]
Under Fig:

O Export

Import

Fig. 1. Russia’s share in the global trade of food and agricultural goods in 2010-2014, %
Puc. 1. lons Poccun B MUPOBOI TOProBie NPOAOBOILCTBUEM H CENbCKOXO035IicTBeHHBIMU ToBapamu B 2010-2014 rr., %
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For the analyzed period of 2012 - 2014 the
commodity structure of participation of Russia in
world export of the food and agricultural goods
underwent minor changes. In structure such
commodity groups, as grain dominate (on average in
three years of 3.65%); fish and seafood (on average

Russia’s share in the global export of individual food and agricultural goods in 2012-2014, %

in three years of 2.11%). In 2014 the share on
commodity group increased in export: animal and
vegetable fats (to 2.11%). On other food and
agricultural goods the share of Russia in export is
lower than 2.0% (table 1).

Table 1

Tabnuya 1

Jous Poccuu B MHPOBOM 3KCHIOPTE OT/AEIBHBIX MPOI0OBOJIBCTBEHHBIX H CEJIbCKOX0351iiCTBEHHBIX TOBAPOB
B 2012-2014 rr., %

product group 2012 2013 2014
Livestock 0.05 0.07 0.12
Meat 0.12 0.14 0.14
Dairy products and bird eggs 0.39 0.37 0.35
Fish and seafood 2.10 2.19 2.05
Grain products 3.81 2.90 4.24
fruit and vegetable products 0.29 0.24 0.25
sugar 0.50 0.51 0.53
Coffee, tea, cocoa, spices 0.78 0.97 0.84
Drinks 0.50 0.50 0.47
oilseeds 0.49 0.38 0.42
Animal and vegetable fats 1.91 1.99 211
Other edible production 0.98 1.06 1.05
Animal stern 1.08 1.22 1.42

Source: calculated and compiled based on [9]

The leading role in formation of the world
market food conjuncture tendencies belongs to grain.
Russia acts as the large supplier of grain since 2002,
— about 22 million tons, reaching a historical
maximum in 2009. In grain export of Russia wheat
(80%) and barley (20%) dominate [7].

By results of 2013/2014 MG Russia took the
5th place on output of grain crops and the 6th place in

rating of the largest countries — exporters of grain.
The fodder corn became the unexpected favorite of
the year in Russian market. As a result Russia came
to the 5th place on volumes of the world market corn
export [5]. In 2014 Russia provided 14.0% of world
wheat export, 18.2% - barley, 2.3% — corn (fig. 2).
As for 2013, because of adverse weather conditions
production and export of wheat decreased.

Table 2
Participation of Russia in the world production and export of grain, %
Tabnuya 2
Yuacrue Poccnn B MEPOBOM NPOM3BOJACTBE H IKCIOPTE 36PHOBBIX, %o
Product arou Production Export
group 2013 2014 2015 2013 2014 2015
Grain, including 3.5 4.0 4.0 6.8 8.2 8.3
wheat 7.0 8.1 8.1 115 14.0 15.0
barley 11.2 14.2 12.1 13.1 18.1 14.1
corn 1.0 1.1 1.3 2.4 2.3 2.9

Note: 2014 — assessment, 2015 — prognosis.
Source: calculated and compiled based on [1]

The largest foreign countries-buyers of Russian
grain are the states of the Middle East (lran, Saudi
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Arabia) and Africa (Egypt, Morocco, Algeria) act.
From the CIS countries the main buyers of Russian
grain are Azerbaijan and Armenia.

Competitive advantages of Russia in the grain
international trade are caused by: existence of the
world's largest arable lands resources and stocks of
water resources; existence of the industry on mineral
fertilizers production; territorial proximity to the
regions of the world showing a growing demand for
grain (the countries of Central and Southeast Asia,
the Middle East, Southern Europe, North Africa).

At the same time export of grain faces a number
of infrastructure restrictions. For example, lack of
transshipment capacities in the Far East sharply limits
access to the market of the Pacific Rim, strengthening
administrative and technical barriers not only from
the countries of importers, but also from national
supervisory authorities, extremely high level of
transaction expenses that is a consequence of the

undeveloped competitive environment in the sphere
of rendering services to the export companies.

Russia is included into group of leading
exporters and importers of fish and seafood. On the
volume of the exported production Russia concedes
to Norway and China, because of export specifics of
this production — production with low processing
extent.

The nomenclature of import to Russia is much
wider than of export. In large volumes meat and dairy
products, fruit, tropical goods are imported. Balance
of Russian trade balance in the food and agricultural
goods foreign trade for 2010 - 2014 is negative.
Positive aspect is reduction in 2014 in comparison
with 2013 for 37.0% (fig. 3). The steady rise of a
consumer demand in the conditions of slow internal
capacities increase was the main reason for growth of
import by the time of the analyzed period. The
highest level of dependence on import is observed in
the field of meat, vegetables and fruit production.
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Fig. 2. Balance of Russia’s trade balance in foreign food and agricultural goods trade in 2010-2014, bin. dollars of the USA
Puc. 2. CaJ’ILZ{O TOPTOBOT'O Oananca Poccun BO BHEIIHEH TOPTOBJIC ITPOJAOBOJILCTBUEM U CEIBCKOXO035IMCTBEHHBIMH TOBapaMu
B 2010-2014 rr., mipa. nomn. CLIA

To change positions of Russia in the food and
agricultural goods international trade, in our opinion,
is possible due to realization of the following
directions:

1. Realization by the government of the country
structural programs leading to redistribution of
resources. For example, Russia, having competitive
advantage in the offer of primary products (wheat,
barley), can refuse them or displace accents in
economic development of agricultural industry,
having carried out industrialization and to make
agricultural goods with a high value added.

2. Elimination of the main reasons for non-
competitiveness of agricultural industry and agrarian

sector in general, as main producer and supplier of
agricultural goods: insufficient development of
technical and economic production factors, non-
optimal production structure, discrepancy of many
organizational and economic actions to competitive
forms of housekeeping.

3. Formation of the open competitive
environment. To the Russian food producers matters
of the world food market environment conceptual
changes are important from outside, both offer
factors, and demand factors. Domestic producers
have to be familiar with conditions of the world food
market and estimate the opportunities in comparison
with other producers — competitors. Besides, research
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of the main tendencies and competitive environment of
the world food market are a basis of the Russian food
industry enterprises multinational strategy formation.
For example, one of price indicators for agricultural
staples food producers giving an impulse to
reorientation in the short-term period from cultivation of
one crop cultures or types of cattle on others is the ratio
of price indexes on technological interchangeable
objects of production. The most indicative price
indicator is the price index ratio on grain and price
index on olive cultures (in the period of relative stability
the ratio of this index reaches 5-10%).

4. Transition to production of environmentally
friendly agricultural production. Having relied on
organic products, Russia will be able to become the
world leader in this market. Further progress of
agricultural industry, radical increase of grain crops
productivity, productions of grain with the set
consumer qualities, leveling of global climate change
consequences becomes impossible without modern
bio-technologies application.

5. The assessment of national agro-industrial
complex development interests, self-sufficiency of
the country by domestic food have to be estimated
above temporary advantage of the "cheap" import
food that rather convincingly is confirmed by a long
experience of all traditionally large world food
exporters. To the state, to producers and processors at
this conjuncture it is necessary to use most
effectively all opportunities for accumulation of
volumes, range and quality of domestic production.

Expansion of export has to be provided not with
the "self-sustaining growth", and creation of effective
economy of "open" type, integrated into world
economic system [8]. That is, Russia is faced by a
task to achieve decrease in expenses of production
and increase of competitiveness of the food and
agricultural production in the world market in the
shortest terms.

Positions of Russia in the world food market are
directly connected with ensuring food security. At the
heart of the country food security there are following
elements: condition of internal production and
import-dependence on separate groups of goods,
existence of the food stocks in the country, and also a
state and quantity of cultivated areas. All these
elements are interconnected and supplement each
other. Thus, internal production is the guarantor of
providing the population with necessary food in case
of low-quality import goods deliveries or in their
general inaccessibility. The basis of internal
production is made by existence of cultivated areas,
the enterprises for processing and storage of the made
products. Active participation in world trade insures

the country at crop failures. Existence of food stocks
though is a temporary, but effective measure of
compensation and elimination of sudden food
shortage.

Conditions of food security achievement are [6]:

— potential physical availability of food to each
person, that is food existence and offer in sufficient;

— economic possibility of the food acquisition
for all the population social groups, including poor
(solvency of consumer demand);

— consumption of quality food in quantity
corresponding to a balanced diet.

The food security except social aspects concerns
the economic. On one hand, ensuring food security is
a basis of manpower renewal maintenance. On the
other hand, it promotes development of regional
economy and industry that is possible due to
maintenance of the agro-industrial complex
enterprises financial stability by the tax concessions
and other ways of stimulation effective use of their
potential, environment and resources [6].

At the same time, it is necessary to consider the
existing threats of social and economic character for
food security of the country. The main social threat is
the low purchasing power of the population caused
by sharp differentiation of the income not only in
spheres of employment, but also in regions.
Economic threats are indicators of the agrarian and
industrial complexes enterprises activity and
efficiency of their potential realization.

Positions of Russia in international trade in the
food and agricultural goods does not correspond to
existing natural, labor and financial resources. It is
necessary to pay attention to agricultural production
and trade in agricultural goods, as the branch which
is responsible for food security of Russia. Quite
objective and possible is the development of
agricultural production, and in the long term and
foreign trade in agricultural goods as one of priority
development directions of national economy.
Besides, one of the main factors which dictates need
of increase in agricultural production competitiveness
of Russia is the entry of Russia into the World Trade
Organization.

Conclusion. In the world market of the food
Russia acts as net-importer. National production is
almost completely focused on domestic market. For
2012 - 2014 the production structure of Russian
participation in the world food and agricultural goods
export underwent minor changes. In structure the
following production groups dominate: grain; fish
and seafood; animal and vegetable fats.

Russia holds the leading role in formation of the
world market food conjuncture tendencies of grain
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export: wheat, barley, corn. That is positive dynamics
for economy of Russia, however it does not promote
adequately strengthening of competitive positions in
the world food market.

At the considerable potential of agricultural
production in Russia, there are problems of its
rational use that leads to preservation of dependence
on import of the food and, respectively, preservation
of the country economic security threats. Actually,
the food security of Russia is ensured by the principle
"oil in exchange for food".

Under conditions of the imposed economic
sanctions, Russia is faced by the task: to achieve
decrease in expenses of production and to increase
competitiveness of the food and agricultural
production, both in the world market, and on the
internal in the shortest terms. Thus, expansion of
export has to be provided not with the "self-
sustaining growth", but by creation of effective
economy of "open" type, integrated into world
economic system taking into account ensuring food
security of the country.
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Abstract

This article focuses on the identification of trends in the development of the industrial complex of
Ukraine and Russia on the basis of the analysis of dynamics of the basic indicators of
development of industry. The author reveals the dependence of GDP on the level of industrial
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AHHOTAUA

JaHHasi cTaThsl NOCBSIICHA BBIABICHUIO TEHICHLUUN PAa3BUTHSA MPOMBIIUIEHHOIO KOMILIEKCA
Ykpaunel U PoccuM Ha OCHOBE aHajuu3a JUHAMUKA OCHOBHBIX IIOKa3aTejed pa3BUTHS
HpOMBILIUIEHHOCTU.  BbIsBiaeHa  3aBucuMocTs ypoBHd BBII  or  ypoBHs  pasBurus
MNPOMBIIUICHHOCTH, BIMSIHUE WHBECTULIMM U MHHOBALMH Ha YPOBEHb Pa3BUTUS HNPOMBILIJIEHHOTO
MIPOU3BOJCTBA.

KuaioueBble cioBa: aHanu3, AUHAMHUKA, MMOKa3aTelld, WHIEKC MPOMBIIUICHHOTO MPOU3BOJICTRA,

Pa3BUTUC ITPOMBIIIIJICHHOCTH, MHBECCTUIINU B OCHOBHOI KamuTal.

Introduction. The industry is one of the leading
branches in the structure of modern national
economies of Ukraine and Russia. Industrial
production has the strongest impact on economy of
these countries. Many factors of financial well-being
of the state, strong domestic and foreign policy
depend on the growth or recession of industrial
production.

Since 2012 in Ukrainian and Russian economy
there comes a transitional stage of development for
which the end of post-crisis restoration is common.
In this transitional period, new strategic problems of
social and economic development are formulated.
The general task for national economies of both
countries is creation of the new type economy having
innovative reference point, adapted for processes of
integration into the world economic space. There is a
need for the directions and proportions change of the

industry sector development. Namely: to strengthen
its intensification, to increase competitiveness level,
to rationalize the structure of production, to designate
solutions of resource-saving and ecology problems.

During the post-crisis period of market
transformations in Russia there were certain changes
in the industry structure. The intensification of
separate sub-sectors development in the industry
structure is various. It is connected with features of
their formation, establishment of inter-industry ratios
and proportions, extent of scientific and technical
progress introduction. In structure of the Ukraine and
Russia industry the share of extracting branch unlike
world tendencies which is guided by the demand
formed in a foreign market prevails.

The current state of the Ukraine and Russia
industry is defined by adverse macroeconomic
factors of influence, symptoms of economic crises
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and political conflicts manifestation. Research of the
industry condition of Russia and Ukraine is directed
on identification of cause and effect relationships,
factors of the external and internal environment, as
well as analysis of the main indicators of the
industrial enterprises activity. Among which amount
of investments, share of innovations, industrial
output, quantity of employed that gives the chance to
reveal tendencies and regularities of the industrial
enterprises development, and also to predict further
development of the industry in these countries.
Results of the carried-out analysis can form base for
adoption of reasonable administrative decisions and
formulation of the industrial policy directions for the
purpose of competitiveness increase for industrial
output domestic producers.

Main Part. Estimation of development for any
branch of national economy including the industries,
the analysis of various factors assumes the following:
production, economic and social factors [7].

First of all it is necessary to define a share of
industry in GDP and to analyze tendencies of its
change.

In 2014 the share of the industry in structure of
Ukraine GDP makes about 25% and about 35% - in
GDP of Russia. And every year this share is reduced.
First of all, it resulted from changes of price
proportions on production of mining branches.
During post-crisis recovery of national economies in
Ukraine and Russia reduction of GDP (fig. 1) is
observed.
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Fig. 1. Dynamics of the GDP of Ukraine and Russia in 2009-2014 (% to the previous year)
Puc. 1. Tlunamuka BBII Ykpaunst u Poccun 3a 2009-2014 rr. ( B % K mpeasiayniemMy roziy)

In fig. 1 it is visible that for 2009-2014
GDP of Ukraine reaches the maximum value in
2011 and makes 105.5%. In 2012 sharp reduction
of GDP which in 2014 reaches value of 93.2% that
is 8.2% lower than GDP in 2009 is observed [9, p.
66 ]. GDP of Russia reaches its maximum in 2010
(104.5%), and, since 2011, gradually decreases.
However, GDP of Russia in 2014 exceeds a similar
indicator of 2009 for 8.6% [10, 11]. In 2014 it
occurs, first of all, due to reduction of financial
receipts from the industrial enterprises caused by

political instability in these countries. Sharp falling
of GDP in Ukraine is caused by that the majority
of the large industrial enterprises in the territory of
Donetsk and Lugansk areas were minimized, or
completely suspended their activity.

Efficiency of industrial policy realization
depends on condition of the industry investment. In
particular, business activity of the industrial
enterprises, their productivity and efficiency
directly proportionally depend on the volume of
investment into fixed capital (fig. 2.).
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Fig. 2. Dynamics of investment in fixed assets in Ukraine and Russia in 2009-2014 (% to the previous year)
Puc. 2. ]lunaMuika MHBECTHIMI B OCHOBHOU Kamutan YkpauHsl U Poccuu 3a 2009- 2014 rr. (B % k npeapiayiiemMy roay)

Dynamics of the industry investments change
in general, and by separate types of economic
activity is subject to extreme dependence with peak
in 2014 in Ukraine (131.8%) and 2011 in Russia
(110.8%) [1, p. 53, 2, p. 46, 6].

The public policy in Ukraine and Russia which
is carried out for years of transformations did not
promote increase of innovative activity though
experience of other countries, including a number
of Eastern Europe countries, testifies that a
common sign of transition period is sharp
strengthening of innovative activity. Let us provide
some data characterizing development of
innovative activity in Ukraine for years of
reforming [4].

Introduction of new progressive engineering
procedures for years of reforms was reduced
almost by 5 times, including resource-saving, low-
waste and waste-free technologies — by 3 times,
development of new types of production — by 1.9
times, of them new types of equipment — by 16.2
times and made the smallest share in the total

amount of development for innovative production
—only 8.5% in 2013 whereas in 1996 this indicator
made 83% [1, p. 51, 2, p. 43].

For the innovation-active enterprises greater
demand on products which is delivered not only on
domestic market, but also on the external is
common. So, in general on selection, the foreign
market is entered by about 60% of the industrial
enterprises of the processing branches, among the
innovation-active industrial enterprises — more
than 70%.

Increase in demand for industrial output of the
Ukrainian enterprises in a foreign market, in
general on selection, is noted at 9%, at the
innovation-active enterprises this indicator is
higher — 18% of the organizations.

The number of the enterprises in Ukraine
introducing innovations in 2009 in comparison
with 1996 was reduced by 1.8 times. Since 2009
revival of innovative activity of the industrial
enterprises (fig. 3) begins.
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Fig. 3. The dynamics of the industrial enterprises of Ukraine and Russia, which were engaged in innovation in 2009-2014
(% to the total number of industrial enterprises)
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For the beginning of 2014 in comparison with the
beginning of 2009, despite sharp falling GDP and
political instability, their share in the total number of the
industrial enterprises increased for 3.3% and made
16.1%.

The greatest share of innovative expenses in the
industry (40%) is connected with acquisition of new
machines, equipment and installations necessary for
production technological updating. More than average
on set of the surveyed enterprises funds were spent for
purchasing the equipment in forest, woodworking and
pulp and paper industry - 55% of total number of the
organizations which are carrying out the innovation for
light industry (50% of the enterprises).

On research and construction work 16%-18% of
all costs of innovations are necessary. Above average
on branch, is the share of research and development
costs in light industry (24%), mechanical engineering
and metal working (18%). The fifth part of expenses
(21%) goes to the enterprises for innovations
development and introduction.

There is low share of market researches costs for
the innovation market, and also on legal protection of

research and development (6% of the organizations)
[1,p. 51,2, p.43].

In Russia throughout all studied period the share of
the industrial enterprises gradually increases, reaching
the greatest value in 2012 (19%) [6]. For the next two
years the share of the Russian industrial enterprises
which are engaged in innovations is reduced to 18.1%,
whereas in the USA, Japan, Germany and France their
share makes 70-80% [5].

One of the important indicators of the industry
development is the index of industrial production, or an
index of industrial output production, or the index of an
industrial output (110) — a relative indicator of industrial
production output dynamics which characterizes its rise
or recession. The index of industrial production is defined
as a ratio of the current output (in terms of money) to
industrial outputs in the previous periods. The
methodology of 11O calculation is based on use of
statistical data on dynamics of production types
according to a certain set of goods representatives — the
most important types of industrial output.

Dynamics of industrial production index in
Ukraine from January, 2011 to September, 2015
(against the last month) is presented in table 1.

Table 1
Dynamics of indexes of industrial production in Ukraine from 2011 to 2015
Tabnuya 1
JIMHAMHMKA MHAEKCOB MPOMBIILJIEHHOT0 Npou3BoacTBa B YKpaune ¢ 2011 no 2015 roabt

£l 8| f 8|z ||| 2|82 8B E|¢|¢8
g§o | 2 5 < g > 3 3 > 2 3 g 3 5
2011 | 87.2 | 101.2 | 113.2 | 946 100.3 | 100.8 | 102.7 | 101.7 | 102.0 | 105.2 | 97.0 | 99.7 | 103.6
2012 | 86.2 | 1019 | 110.2 | 95.6 101.9 98.0 | 1043 | 98.1 | 100.0 | 106.8 | 974 | 96.1 94.5
2013 | 88.9 99.4 | 1110 | 985 94.4 101.6 | 105.1 | 975 99.6 | 1074 | 97.4 | 100.1 | 99.0
2014 | 84.0 | 100.3 | 1074 | 98.4 98.3 98.5 97.8 87.3 | 104.9 | 1075 | 97.8 7.9 79.5
2015 | 80.3 984 | 109.6 | 98.0 99.8 1015 | 1034 | 95.8 | 105.9
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From table 1 it is visible that at preservation of
the existing dynamics by the end of 2015 in Ukraine
11O will reach 90%

The increase in 110 in 2015 occurs at the
expense of increase in 11O of industrial areas. So, 110
in the Dnepropetrovsk area for the last half a year
increased by 2.2% [10].

Growth of 110 in the Kharkov area is explained
by a growth in volumes of production and sales
volumes of the industrial enterprises of the defensive
direction in 2014-2015. So, GP "Plant of
V.A. Malyshev" volumes of product sales increased
by 144.5% that in terms of money makes 11 million

UAH, GP "Kharkov Plant of Special Machines" -
128.84% (10 million UAH), GP "Kharkov
Mechanical Plant" - 662.9% (656 thousand UAH). In
general on area, in 2014 in comparison with previous
year industrial output on 9.5 billion is made and
realized [1].

In Russia 110 is calculated according to Official
statistical methodology of industrial production index
calculation [8]. In Ukraine it is done by the similar
technique accepted in the international statistics. The
11O loudspeaker in Ukraine and Russia for 2006-2014
it is presented in fig. 4.
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Fig. 4. Dynamics of the index of industrial production in Ukraine and Russia in 2006-2014 (% to the previous year)
Puc. 4. lunamMuka WHAEKCA MPOMBIIUICHHON NpoayKimu Y kpauHsl u Poccun 3a 2006-2014 rr. (B % k npeablayIiemMy romay)

Since 2009 for the Russian producers of
industrial output growth of industrial production
index to the level of 120.1% is common (in 2014) it
shows a positive tendency of development of the
Russian industry and increase of competitiveness
level for industrial production on international level.

Employment of the population in the industry
characterizes extent of the industry development in
the general structure of national economy branches.

Population, occupied in industrial production of
Russia, during the period from 2006 to 2014 had a
steady tendency to reduction (for 14.1%) (fig. 5).

120,00
< 100,00 —_—
50.00 -
60,00
40,00
20,00
) 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Industrial productionindexfor | 35 oy | 15 30 | 3930 | 38,50 | 36,80 | 389 | 39,1 | 39,4 | 39,5
Ukraine
'”d”St”a'przjggm'”deXf°r 97,7 | 97,7 | 965 | 88 | 855 | 853 | 84,1 | 833 | 83,1

Fig. 5. Dynamics of the number of employees in industrial production in Ukraine and Russia in 2006-2014 (in% to previous year)
Puc. 5. [lnHaMuKa YUCIEHHOCTH 3aHATBIX B IPOMBIIIJIEHHOM IPOM3BOACTBE YkpauHb! U Poccun 3a 2006-2014 rr.
(‘B % K mpeapIayIIEMy rOY)

Even thus that total number occupied in national
economy throughout the considered period annually
was reduced, the share occupied in industrial

complex to total number occupied in economy of
Russia decreased [11]. In 2009 the share of the
population occupied in the industry was reduced by
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8.5% in comparison with 2008 and made 88%
[1, p. 63,2,p.57].

In comparison with changes of quantity
occupied at the industrial enterprises of the Russian
Federation, the level of employment in the industry
of Ukraine throughout the studied period can be
considered stable. For the last 8 years the quantity
occupied in the industry of Ukraine was reduced only
by 0.3% (fig. 5). Reductions of employment level in
the industry as well as its stability, depends, first of
all, on extent of NTP introduction.

Results. By results of the carried-out dynamics
analysis of the main development indicators for the
industry of Ukraine and Russia during post-crisis
restoration the following tendencies are revealed:

1. reduction of GDP for both countries;

2. increase in investments into fixed capital of
Ukraine (to 131.8% in 2014) reduction for Russia (to
98.3%);

3. reduction of the industrial enterprises in
Ukraine (to 16.1% in 2014) and Russia (to 18.1%)
which were engaged in innovations;

4. growth of industrial output index in Russia
(120.1%) and achievement of critically low value for
Ukraine (79.5%);

5. reduction of number occupied in industrial
production of Russia and stability of this indicator for
Ukraine.

Conclusion. Considering the share of industry in
structure of GDP that in Ukraine makes about 25%
and about 35% - in Russia, it is necessary to set the
priority purposes of economic policy the industries
aimed at the development in these countries.

For Russia growth of 1O signifies increase in
production that is expressed in profit increase of the
industrial enterprises at the expense of which
implementation of their investment and innovative
activity becomes possible is common.

Reduction of 11O in Ukraine for 2013 - 2014 is
caused by impossibility of many industrial
enterprises functioning due to being situated in a
conflict zone in the territory of Luhansk and Donetsk
region. And also reduction of production prices for
the industrial enterprises in the world market [5].

During innovative policy, it is necessary to
estimate efficiency of innovations. For the industrial
enterprises of Ukraine there are factors constraining
carrying out innovative policy. Among which
insufficiency of own means of financing, unprofitable
credit conditions, long lag period for innovations,
high risk of innovations introduction [4].

In the world market production of the industrial
enterprises of Ukraine and Russia has the low level of
competitiveness.  Introduction  of  innovations

promotes increase of level of their competitiveness
not only on internal, but also in the foreign market.

For achievement of this purpose during post-
crisis restoration it is expedient to intensify
restructuring processes that has to lead to financial
improvement of the industrial enterprises and
increase of their investment appeal degree.

On purpose elimination of the existing crisis
consequences of national economy it is necessary to
formulate the respective directions of evidence-based
public policy. Such policy has to be based on results
of the carried-out analysis taking into account
adaptation to features of national economy. Besides,
it has to be focused on formation of the new
directions for national economies recovery from
influence of negative consequences of world
financial and economic crisis. When forming the new
directions of public policy on restoration of the
industry during the post-crisis period it is necessary
to consider current trends of industrial production
development on the international level.

References

1. Activities of Subjects of Economy Management.
Statistical Dijest. State statistics service of Ukraine, Kiev,
2009. 424 p.

2. Activities of Subjects of Economy Management.
Statistical Dijest. State statistical service of Ukraine, Kiev,
2013. 447 p.

3. Chief Department of Statistics in Kharkov
Region. URL.: http://uprstat.kharkov.ukrtel.net

4. Deyneko, L.V. Trade of Ukraine with the
Countries of the Customs Union: Contemporary
Tendencies and Risks for the National Industrial
Production / L.V. Deyneko // Economy of Ukraine. Ne 8.
2015. Pp.74-90.

5. Eurostate. URL: http:
/lec.europa.eu/eurostat/help/new-eurostat-website

6. Federal State Statistics Service. Industry of Russia
2014. URL: http://www.gks.ru/bgd/regl/b14_48/Main.htm

7. Fedko, Y. The Basic Principles of the Systematic
Approach for Estimating the Efficiency of the Industrial
Production in the Region / Y.V. Fedko // International
Scientific Publication "Modern basic and applied
research.” Ne3 (18). Kislovodsk: PH EC "MAGISTR",
2015. Pp.73 - 76.

8. Order of the Federal State Statistics Service on
May 8, 2014 N 301 «On Approval of the official statistical
methodology for calculating the index of industrial
Productiony. URL:
http://base.consultant.ru/cons/cgi/online.  cgi? base =
LAW; frame =1

9. The Ministry of Finance of the Russian
Federation. Macroeconomics. / URL:
http://info.minfin.ru/gdp.php

10.The Ministry of Finance of Ukraine. Financial
Portal. URL: http://www.minfin.com.ua/index/prom/

11. Ukraine in Figures. Statistical Dijest. State
Statistics Committee of Ukraine, Kiev, 2011. 252 p.

Cepuss OKOHOMMWYECKUE UCCIIEJOBAHUA
ECONOMIC RESEARCH Series


http://uprstat.kharkov.ukrtel.net/
http://www.gks.ru/bgd/regl/b14_48/Main.htm
http://info.minfin.ru/gdp.php
http://www.minfin.com.ua/index/prom/

Hqu I_IbIIZ Sergey V. Kupriyanov, Margarita V. Dadalova, Tatyana A. Dubrovina.
Assessment of competitiveness of industrial enterprises in terms of import // Cemesoti scypHaa

PE3YJIETA cHayuse pesypasmars [

RESEARCH REs UL TS Cepust «3koHOoMuuecKue uccaedosanusi». — T.1, Ne4(6), 2015.

ACCOUNTING, ANALYSIS AND CONTROL
PYBPUKA «YYET, AHAJIN3 U KOHTPOJIb»

UDC 339.137.22 DOI: 10.18413/2409-1634-2015-1-4-20-26

Sergey V. Kupriyanov ASSESSMENT OF THE INDUSTRIAL ENTERPRISES
Margarita V. Dadalova COMPETITIVENESS IN TERMS OF IMPORT PLACEMENT
Tatyana A. Dubrovina

1) Doctor of Economic Sciences, Professor, Head of Department of Management and Foreign Economic Activities
Belgorod State Technological University named after V. G. Shukhov. 46 Kostyukov St., Belgorod, 308012, Russia
2) PhD in Economics, Associate Professor, Department of Marketing. Belgorod State Technological University named
after V. G. Shukhov. 46 Kostyukov St., Belgorod, 308012, Russia. margarital30466@rambler.ru
3) Postgraduate Student, The Institute of Economics and Management, Belgorod State Technological University
named after V. G. Shukhov. 46 Kostyukov St. Belgorod, 308012, Russia. t.kos92@mail.ru

Abstract

The article describes a method to estimate the industrial enterprises’ competitiveness in the
modern conditions of the import substitution policy’s application by the governing bodies of the
Russian Federation. In this paper, the authors consider the factors and principles of the
enterprise’s competitiveness. The authors have represented several approaches for the
competitiveness assessment, and after that the most suitable one to assess the competitiveness of
the industrial enterprises in the changing external environment, namely the application of the
import substitution policy is chosen. For a detailed study of the concept of the «import
substitutiony, the authors have reviewed the foreign countries’ experience concerning the import
substitution policy application. As a result, the advantages and disadvantages of this policy, and
especially the impact on the national economy, have been found out. The authors have also taken
into account the social component of the assessment of the company’s competitiveness, which is
currently one of the important indicators of industrial enterprises. The authors propose their
mechanism of improving competitiveness of industrial enterprises in the conditions of import
substitution.

Keywords: assessment of competitiveness; import substitution policies; industrial
competitiveness; food embargo; National economy.
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AHHOTAIUA

PaccmaTpuBaeTcs crmocod OLEHKM KOHKYPEHTOCTIOCOOHOCTH IMPOMEBINIICHHOTO MPEINPUATHS B
COBPEMEHHBIX  YCIOBHSIX TPHUMEHEHUS TIOJUTHKH  HMIIOPTO3aMEIICHUsI  PYyKOBOJICTBOM
Poccuiickoii ®epeparuu. IlpuBemeHbl (GakToppl M HPUHIMUIB  KOHKYPEHTOCIIOCOOHOCTH
MPENNPUSITHS, & TAKXKE MPUBOIUTCS HECKOJIBKO TOAXOJOB K OIEHKE KOHKYPEHTOCIIOCOOHOCTH,
mocjie uero Obul BeIOpaH HauOosiee yHAOOHBIA IS OIEHKHM KOHKYPEHTOCIIOCOOHOCTH
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MPOMBIIIUICHHOT'O NPCANPUATHA B YCJIOBHUAX U3MCHCHUSA BHCIIIHECH Cpeabl, a UMCHHO IMTPUMCHCHHUC
IIOJIMTUKH HMITOPTO3aMCICHUA. I[J'IH HO,I[pO6HOFO NU3YyUCHUA TNOHATUA «UMIIOPTO3aMEIICHUAY,
OBLI PacCMOTPECH OIILIT 33py6€)KHI)IX CTpaH NPpUMCHCHUA MMOJIUTUKHU UMIIOPTO3aMCIICHUA, B XO1€
KOTOPOIro BbBIACHWIOCH IUIFOCBI W MHHYCBI JTaHHOM IIOJINTUKH, H ocoboe BIUAHHME Ha
HalUOHAJIbHYIO OKOHOMHUKY, TAKXKC Y4dTC€Ha nu comyajabHas KOMIIOHCHTA OIICHKHA
KOHKprHTOCHOCO6HOCTI/I MMPEAIIPUATHA, YTO B HACTOAIIECC BPEMA ABJIACTCA OAHHM M3 BAaXXHBIX
nokasaTelei MPOMBIIIIJIICHHBIX npenanﬁTnﬁ. Taxoxe npeajiaracTcs pa3pa6OTaHHI)II71 MEXaHU3M

TIOBBIIICHUA KOHKYP E€HTOCITOCOOHOCTH
HUMIIOPTO3aMECIICHU .

ITPOMBIIIIIIEHHOT'O

MPEAIIPUATUA B YCJIOBHUAX

KiaioueBnie cjioBa: OLICHKa KOHKypeHTOCHOCO6HOCTI/I; MOJIMTUKA HMIIOPTO3aMCIICHHA,
KOHKypeHTOCHOCO6HOCTI> MMPOMBIIIJICHHOI'O  OPCANPpUATUA; HTPOAOBOJIBCTBEHHOC 3M6apr0;

HallMOHaJIbHas DKOHOMMKA.

Introduction. It is no longer a secret to anyone
that one of the most important purposes of an
enterprise is competitiveness in the branch market.
There are many various ways of assessment of
competitiveness for the industrial enterprise. Many
great scientists worked on this question, including M.
Porter, R. A. Fatkhutdinov, N.S. Yashyn, .S.
Zavyalov, G. Antonov, Dan and many others. For
increase of an assessment of competitiveness for the
enterprise various techniques are used.

The main development stage of competitiveness
is the market analysis and own opportunities on the
basis of which the assessment of basic
competitiveness level of the organization is carried
out. It is the extremely important stage as further
steps and decisions on strengthening or change of a
firm competitive position will depend on degree of
comprehensiveness and  objectivity of  this
assessment.

The assessment of competitiveness can be
carried out from various methodological positions.

In the modern world of continuous
transformations, both macroeconomic, and
microeconomic, it is necessary to agree with Dan's
slogan "to remain competitive, the organization has
to follow a way of continuous changes”, adhering
which it is possible to provide the enterprise with real
competitiveness, as well as potential.

According to most of researchers,
competitiveness of the enterprise substantially is
defined by product competitiveness. As G. Antonov
notes, "they correspond among themselves as part
and whole". The concept of competitiveness of the
enterprise is frequently reduce to the concept "ability
to make competitive production”. And it is fair as
competitiveness of production is result of realization
of potential factors in practice of the enterprise
competitiveness.

Competitiveness of production acts as the
relative and generalized characteristic of production
including set of parameters — standard, quantitative

and qualitative, "rigid* and "soft" - from their
definition and comparison point of view. It should be
noted that the set of the parameters defining
production competitiveness is rather stable for
various type of production, but at the same time -
depending on the situation in the market - their
importance can change.

The first factor defining competitiveness of
production, is its quality, i.e. set of the properties,
production causing its ability to satisfy certain needs
for specific conditions of consumption and operation.

The second factor has cost nature, it is defined
by the acquisition price, including the consumption
price. All expenses in operation which can arise at
the consumer — delivery, installation, service and
repair, spare parts, insurance and training of the
personnel and etc. enter the last.

In general the level of production
competitiveness depends both on its consumer
properties, and on the price. The consumer properties
of production falling on unit of the price including
the consumption price are higher the real possibility
of its sale and buyers gain is higher.

In the last three years import substitution has the
great influence on competitiveness policy of
domestic enterprises. To understand how there is an
influence in more detail and, if to be more exact,
decrease in competitiveness of domestic enterprises,
authors studied concept of import substitution in
more detail.

The problem of goods import substitution
involves some more problems which need to be
solved in parallel. After our country entered food
embargo against some European Union countries, our
market became focused on internal economy. It is
clear, as the first problem of import substitution is:
orientation of the industrial enterprises on domestic
market that respectively conducts to the termination
of the enterprise export policy. Of course, you should
not claim that all industry of the Russian Federation
is directed only on import substitution policy, but it is
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necessary to consider also that fact that every quarter
of import substituted production increases [16].

After March 20, 2014 the USA expanded the list
of the Russian high-ranking public officials against
which they imposed sanctions, and also imposed
sanctions against Russia bank, and large Russian
businessmen, considered having business relations
with President V.V. Putin (G.N. Tymchenko A.R.
and B.R. Rosenberg, Y.W. Kovalchuck). Later, on
March 27 the USA suspended cooperation with
Russia in the sphere of fighting against drugs, and
also suspended export licenses issue to the American
companies for Russia to guard against "potentially
dangerous production” [15].

The orientation of domestic enterprises on
import policy directly leads to decrease in
competitiveness of the enterprise, and, therefore,
there is a risk, as the products will become also low-
quality, that will cause its low competitiveness.

Having studied foreign experience of import
substitution policy, it is possible to draw a conclusion
that when resorting to use of such policy, the
following problems come to light:

1. Realization of the made production is directed
only on internal economy.

2. Competitiveness of the enterprise decreases,
as a result only monopolist firms stay afloat, and
small and medium business disappear.

3. Decrease in efficiency of national economy.

The purpose of this work is studying the
problem of import substitution for confectionery
goods in the Belgorod region and offering the
mechanism for development and increase of
competitiveness of the industrial enterprise in modern
economic conditions.

Many both Russian and foreign authors worked
on the problem of import substitution: Altukhov A.l.,
Boev V. R., Klyukach of VA., Borkhunov H.A.,
Buzdalov [IN., Krylatyh E.N., Vodianov AA.,
Gordeev A.B., Goncharov V.D., Kiselyov S. W,
Korovkin V.P., Serkov A.F., Tarasov V. l., Ushachev
I.G., Agirbov Y.l., Faminskog I.P., Hlebutin E.B.,
Shmelyov G. 1. etc., Lindsey D.E., Dolan E.J., etc. [9].

Having investigated works of the listed
scientists, it is possible to draw a conclusion that in
them the mechanism of ensuring food security was
developed, and also in their works methods of
industrial domestic enterprises competitiveness
increase that led to improvement of situation with
food supply of the Russian population were
developed [5].

Import substitution can be considered as one of
the domestic industrial enterprise competitiveness
increase mechanisms.

The environment of the Russian enterprises
functioning which are especially connected with
foreign economic activity differs in the growing
uncertainty and turbulence. Filling the opening
market niches, domestic enterprises increase use of
capacities that leads to import substitution of goods.
On one hand, such situation, promoting increase of
the country economic security, causes increase at the
enterprises of workplaces, growth of economic
development indicators. On the other hand, decrease
in level of competition from the foreign enterprises
(in many respects because of them moving to a bonus
segment) reduces need for continuous increase of
production competitiveness level. However, in our
opinion, exactly in present conditions the Russian
companies should, using the opening market
opportunities, conduct policy of competitiveness
growth [13].

Methods. Competitiveness of the enterprise
depends on the environment, both external, and
internal. Some elements of external environment can
partially be under control of the enterprise, and
depend on the purposes and strategy of the enterprise.
While other (internal) elements do not depend on any
activity of the enterprise therefore it is necessary to
adapt to them. All external environment can be
divided into the following factors: nation-wide,
regional and branch [8].

In order to receive a more detailed definition on
how import substitution can increase competitiveness
of the industrial enterprise, it is possible to create a
mechanism. This mechanism pursues the main
objective — increasing competitiveness of the
industrial enterprise under conditions of response
sanctions introduction. For achievement of this goal
it is necessary to conduct a number of researches
during which problems will come to light. Solutions
of these problems are provided in a complex of
actions described in the presented mechanism.

Ability of the industrial enterprise to correspond
or exceed on any indicators of the competitors can be
estimated by means of economic values. The main
directions to  management  of  enterprise
competitiveness are involvement of new investors,
resources, and also directly requirements satisfaction,
and currently an important requirement is social and
economic, in the form of the enterprise production.
On condition of above-mentioned directions
performance there is an opportunity to estimate an
organizational and economic basis of the industrial
enterprise.
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Fig. 1. The mechanism of improving competitiveness of an enterprise
Puc. 1. MexaHHU3M MTOBBITIEHUS KOHKYPEHTOCTIOCOOHOCTH MPEIIPUATHS

The analysis of various information sources
shows that market competitiveness of the enterprise
is the resultant parameter of functioning of the
company characterizing degree of the available
resources comparative rationality use. It is also
possible to consider competition the actions of two
and more participants of the market aimed on
mastering unique and limited factors of production
which is available to all competitor companies at
commission of certain efforts. Authors Mazilkin, E.I.
and Panichkin. G.G. in their work: "Management of
competitiveness"” considered that competitiveness of
the enterprise is a relative indicator which shows the
extent of the enterprise exceeding the similar
enterprises  (the  competitors) by  certain
characteristics. Such characteristics, for
competitiveness determination of the enterprise, are:
market capacity, position of the rival enterprises in
this market, quality of the made goods, possibility of
easy entry into the chosen market, etc. [9]. Research
of a competitiveness measurement problem demands
deeper analysis of the factors influencing total
estimates.

The traditional approaches focused on receiving
rather big economic results of activity by the

enterprise are presented. However in the conditions
of economic interests setivization of the market
subjects are interconnected which results in need of
approach revision for competitiveness representation.
Ability to reach multi third-party benefit becomes an
important source of competitive advantage. In other
words, the assessment of competitiveness of the
enterprise needs to be conducted with assessment
position of the enterprise as parts of a contact
network [15]. This inevitably demands the
accounting of social competitiveness under which we
understand the characteristic of ability of the
enterprise to show better, than competitors have,
degree of requirements satisfaction not only for
buyers, but also for workers, suppliers, shareholders,
local communities. Effective work of labor unions,
moral support of the enterprise employees, the
carried-out charity events and actions which,
eventually, lead to improvement of social and
economic situation in the region of the enterprise
presence can be an example of the enterprise social
competitiveness.

It is interesting that the competition as social
process starts being studied within economic
sociology, in one of its directions — sociology of the
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markets, developed by V. Radayev [10]. In the near
future, it is possible to assume, competitiveness of
the company will be estimated by one main indicator
— coefficient of the enterprise social importance.

Proceeding from the given reasons, we suggest
to count the integrated indicator of competitiveness
(KSP) in which a component of social efficiency
(SE) will be included:

Y iIyspi
KSPp = —*F.SE )
n
where lkspj - index of comparative
competitiveness of the enterprise for j market

parameter.
The coefficient of social efficiency is
calculated by formula:

_ (Ne e, ..
.S'E—(NH—I-WH—I-CH—I- )/mn, (2

where Np —quantity of the workplaces created on
the enterprise during the period of assessment,
people;

Nr — quantity of the workplaces created in
municipality where the enterprise functions, people;

Wr — salary level at the enterprise during the
period of assessment, rub;

Wgr — salary level in municipality where the
enterprise functions, rub;

Cr — the volume of funds allocated by the
enterprise for the solution of social tasks during the
period of assessment, rub;

Cr — the volume of funds allocated for the
solution of social tasks in municipality where the
enterprise functions;

n — number of comparative social efficiency
indicators of the enterprise [14].

Use of the offered approach will increase
objectivity of competitiveness assessment for the
industrial enterprise and will allow to consider the
role it plays in society.

Main Part. After introduction by the western
countries of the sanction against the Russian
Federation that led response sanctions in the form of
food embargo, many Russian banks became more
active to use policy of import-substituting branches
crediting, such as food and agricultural. But there are
also such branches in crediting with which the
Russian banks began to pay smaller attention in
comparison with last years [6]. The tourist sphere and
the sphere of car market belong to such branches. In
general it is possible to draw a conclusion that the
policy of crediting was reoriented from one types of
branches to others, in connection with changes in
external economy. Data on change of priorities are
provided by ITAR TASS; these data were received
during market research in the form of bankers poll,

Wp

and also when studying the reporting under the
international standards of the Russian Federation 50
largest banks. Some years the priority was given by
banks to oil branch, metallurgy, financial sector and
telecommunications, after introduction of economic
sanctions and food embargo priorities changed [11].

Having analyzed situation in the Belgorod
market, it is possible to see inconsiderable changes.
The government of the Belgorod region made the
decision, even long before introduction of economic
sanctions against the Russian Federation by the
western countries, on directing policy towards import
substitution [2]. Due to foresight of the Belgorod
deputies, the market of foodstuff of the Belgorod
region is sated with large number of domestic
production.

The Belgorod management made the decision on
creating complexes of animal husbandry with high
capacity. Therefore it is not surprising that our area is
called "the meat capital of Russia".

The majority of such documents in the Belgorod
region are accepted and successfully work. The
agricultural branch of the region is ready to work
under conditions of the imposed sanctions even today
and to provide other regions of Russia with
production of the Belgorod agricultural producers.
According to statistics bodies, in 2013 the share of
the Belgorod region in the all-Russian volume of the
made production made 4.27%. Thus the region won
sure first place on production of cattle and bird on
slaughter in the live weight (12.3%) and on
production of compound feeds (18%).

Within economic council the deputy mayor's
meeting — the head of the department of economic
development Vitaly Chekhunov with enterprise
community of Belgorod took place. Participants
discussed the questions connected with investment
activity in the regional center and import substitution
of production by Belgorod producers.

The deputy chief of department — the head of
department of economic development Igor Rusinov -
informed that the Belgorod region stays among the
first ten regions with the smallest investment risks for
many years. High level of investment appeal also
shows Belgorod as the regional center [7].

Last year the sum of investments into fixed
capital of the city exceeded 30 billion rubles. Growth
of investments in chemical production, production of
foodstuff, transport and communication, education is
observed. The analysis of investments financing
sources showed that their main part is made by own
means of the Belgorod organizations. In 2013 their
volume reached 13.9 billion rubles. The volume of
the raised funds decreased by 7 billion rubles. In this
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regard, Igor Rusinov emphasized, the import
substitution program of production is of particular
importance. In 2013 the sum of the consumer goods
imported into area made more than 20 billion rubles.
Among them dairy and meat products, soft drinks,
confectionery, vegetable oil. Similar goods are made
in the territory of Belgorod with success.

The opinion how to increase the volume of
Belgorod production in the local markets, was tsated
by heads of the Belgorod dairy plant Raisa
Kostomitskaya, JSC Kolos Igor Fatyanov, Belogorie
confectionery Sergey Sirotenko, the Belgorod cold-
storage facility Georgy Buziashvili. They called
deficiency of qualitative raw materials, small volume
of grants from regional and federal budgets among
the major limiting factors.

The food aspect of modern social and economic
social development found special reflection in the
Rome declaration on the world food security. It
contains the direct instruction on need to provide
each citizen with the right for access the health safe
and full-fledged food according to the right for
adequate food.

As confectionery production is an integral part
of modern consumers grocery portfolio, it is
necessary that production conformed not only to
requirements of management systems certification
(TU, GOST, ISO 9001), but also to social aspects of
society [12].

Today the Russian Federation needs new
strategy of development — grocery and social — and,
respectively, methodology of its development. Sharp
change of social and economic and political goals
causes negative influence, but can be an incitement to
positive changes.

It is about theoretical and practical justification
of such public policy in the field of production and
sale which could provide satisfaction of consumers
needs at the same opportunities of demand without
decline in quality had the benefits — on one hand, and
ensuring profitability of producers of the former
import production — on another.

It is methodologically important that this policy
cannot have purely market character, it will
inevitably demand elements of strategic planning,
arrangement of social accents, accounting of various
interests, including, lower-income strata, and also
small business. It would be illegal to form new
economic policy on positions of blind market
regulation and spontaneity. The matter is that such
serious measures for transformation of economy
structure are required now that producers will not
cope with such multidimensional task.

Our conceptual approach in this question
coincides in a certain measure with the Cologne
school of economy, its concept of "a social market
economy". The specified model is the main concept
of the enterprise competitiveness increase that
involves the main idea of the social market economy
purpose.

Follows from this the concept that all forms of
public economic policy, including technical,
investment and innovative, have to be constructed
taking into account social criteria and prime needs, in
accordance with the normalized parameters of prices
and tariffs, especially in some socially important
branches. It does not mean cancellation of the
internal competition which should be kept in the form
of fight for the consumer — the range, quality, service
and in other ways: partner marketing, PR means, as
formation of the public relations. Development of
such policy, it is possible to call it adaptation, will
turn on the following blocks:

1) definition of need for replacement - by types
of production, quality and price;

2) choice of the state support objects of the
import substitution enterprises;

3) definition of forms and types of support - in
general and specifically for various objects;

4) control, including monitoring, behind
carrying out adaptation policy. Such concept
combines social and economic targets, including
subsidiarity, with simultaneous manifestation of
collective initiative and responsibility, social
partnership, economic, ecological and social
regulation — with help and competition, and
coordinated plans. Both public and private
partnership, and innovative integration, both theory
of clusters, and other organizational innovations is
entered in this concept [3].

Conclusion. So, summing up the results of the
done work, it is possible to draw a conclusion that the
problem of foodstuff import substitution takes place
to be not only in the regional markets, but also and in
all of the Russian market. When studying this
problem, some more problems of greater importance
for economy of the Russian Federation come to light.
They are: decrease in the competition in domestic
market etc.; the mechanism of competitiveness
increase for the industrial enterprise, taking into
account all changes in foreign and domestic market
of food and agricultural branch was developed for the
solution of this problem. The following problem to
which the policy of import substitution leads is a
decrease in efficiency of national economy. The
solution of this problem will be provided and
considered in other works.
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In this work aspects of ensuring management of
the enterprise competitiveness are considered. The
existing techniques of management and assessment
of this economic category are also characterized. On
the basis of the analysis of principles, approaches and
factors of the enterprise competitiveness, it is
possible to draw a conclusion that presently timely
aspect of activity assessment of the businessman is
social competitiveness. In case of applying at least
some principles and approaches of social
competitiveness growth of the enterprise reputation
in the consumer opinion is observed; in our opinion,
it is the main criterion of competitive advantage
measurement.
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Abstract

The article is devoted to the questions of analysis and assessment of efficiency of using fixed
capital, detection of the main features of its structure in terms of the types of economic activity.
The structure of investments into fixed capital across Russia and Belgorod region is considered,
the main directions of its improvement are defined. The types of economic activity of Belgorod
region possessing reserves in the use of production capacities by separate types of production are
established.

The need of depreciation of credit resources for the purpose of expansion of the sources of
financing of investments into fixed capital is proved. The ideas on controlling the prices of
services of natural monopolies as a factor of decrease in a rate of inflation are introduced.
Keywords: fixed capital; investments; structure of fixed assets and investments; effect of a
financial leverage; capacity; types of economic activity; financing sources
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AHHOTAIUSA

CraThsi TIOCBSIIIEHa BOMPOCAM aHalM3a U OIECHKH 3()()EKTHBHOCTH HCIIONBE30BaHUS OCHOBHOIO
KaluTaa, BhISBICHUS OCHOBHBIX OCOOCHHOCTEH €ro CTPYKTYPhI B pa3pe3e BUI0B IKOHOMHUYECKOH
JleaTeIbHOCTH. PaccMOTpeHa CTpyKTypa HWHBECTUIIMH B OCHOBHOM Kamurtan 1o Poccun u
Benropozackoii  00yiacTH, OIpENeleHbl OCHOBHBIC HAIIPABICHUS €€ COBEPIICHCTBOBAHUSI.
YcraHoBICHBI BHIBI 3KOHOMHYECKOW JESATEIBHOCTH benroponckoir o6yiactd, 0oO0Jamaaroriwe
pe3epBaMu B HCTIOIH30BAHUN TIPOU3BOICTBEHHBIX MOIITHOCTEH IO OTACIHHBIM BUAM IIPOIYKITHH.
O6ocHOBaHa HEOOXOIUMOCTh CHI)KEHHUSI CTOMMOCTH KPEIUTHBIX PECYPCOB C IIEIBI0 PACIIMPECHUS
WMCTOYHUKOB (PMHAHCHPOBAHUSI WHBECTHIIMK B OCHOBHOHM KamuTall. BHECEHBI MpPEIOKCHHS I10
PETrYJIMPOBAHUIO II€H Ha YCAYTM €CTECTBEHHBIX MOHOIIOJHH Kak (hakTopa CHUXKCHHS YPOBHS
UHIIALUN.

KaroueBble c¢JIOBa: OCHOBHOW KamnWTajd, WHBECTUIMH, CTPYKTypa OCHOBHBIX (OHIIOB U
uHBecTUIMH, 3(QdekT (GUHAHCOBOrO  phlyara, MPOU3BOACTBEHHAs  MOIIHOCTb,  BHJIBI
SKOHOMUYECKOU AESITETHbHOCTH, NCTOUYHUKY (PHHAHCHPOBAHUS.

Introduction. Fixed capital is the major and economy development level and national production
prevailing element of the Russian organizations competitiveness level. Development of fixed capital
property. Its state and change is defined both by the attracts changes not only in engineering procedures,
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but also in economic and social therefore evolution of
the economic relations and all economic system is
observed. The problem of efficiency increase of the
enterprises fixed capital use takes the central place in
economic conditions of today's Russia. The place of
the enterprises in national production, their financial
state, competitiveness in the market depends on the
solution of this problem. For many enterprises the
high level of fixed capital wear that does not allow to
make qualitative and competitive production is
common. It appears possible to solve this problem
only due to more effective fixed capital use.

Having a fair idea of a fixed capital role in the
production, factors influencing its use, it is possible
to reveal methods, directions of efficiency increase
for the fixed capital use providing decrease in
production costs and a gain in work productivity.

Main Part. The state and efficiency of fixed
capital use is characterized by a number of indicators,
basic of which are the following: coefficients of wear
and validity, coefficients of updating and leaving,
share of completely worn-out fixed assets, ratio of
growth rates of fixed capital and products,
distribution of investments into fixed capital by types
of fixed assets, branches, regions and others.

Let us consider the most important of these
indicators characterizing fixed capital and separate
types of economic activity of Russian economy in
general and in regions.

In table 1 the specific structure of fixed assets in
a section of economy key branches is presented,
which shows their considerable distinctions [1].

Table 1
Specific structure of fixed assets of key branches of the Russian economy at the end of 2013 (% to the total)
Tabauya 1
BugoBasi CTpyKTypa 0CHOBHBIX (DOH/I0B 0a30BBIX OTpac/iell poCcCHIICKOl IKOHOMHIKH HA KoHen 2013 roaa (B % k urtory)
from them:
T_otal other types
fxed | buitdings | facilities | M2oMnesand | opioie | ot fixed
equipment
assets
Total 100 14.6 49.7 27.9 5.9 1.9
including by types of economic
activity:
agricultural industry, hunting and
forestry 100 324 10.5 41.0 6.7 9.4
mineral extraction 100 6.9 68.4 20.6 2.7 1.4
processing productions 100 23.4 15.8 54.7 3.6 2.5
production and distribution of the
electric power, gas and water 100 13.2 49.6 35.4 1.0 0.8
construction 100 22.4 14.0 40.9 20.2 2.5
wholesale and home shopping service;
repair of vehicles, motorcycles,
household products and personal
demand items 100 8.2 74.8 14.5 1.3 1.2
transport and communication 100 7.9 53.4 22.7 14.8 1.2

In economy general in structure of fixed assets
constructions prevail, and it is common for such kinds
of activity as mining, production and distribution of the
electric power, gas and water, wholesale and home
shopping  service, and also transport and
communication. In other forms of economic activity
presented in the table 1, the greatest specific volume is
occupied by machines and the equipment: these are
agricultural industry, processing productions and
construction. These specific structure features of fixed
assets result in need of economically reasonable control
system development taking into account specifics of
their structure.

This, in particular, concerns matters of
development of the depreciation policy directed on
use of the accelerated charge ways of depreciation
charges in those kinds of activity where machines
and equipment, etc. prevail.

As a result of fixed capital systematic updating
its volumes in dynamics increase. So, on statistical
data, the cost of fixed capital (in the comparable
prices) from 1990 for 2013 grew by 49%, that is
almost by one and a half times. At the same time,
wear of fixed capital is at a rather high level. In table
2 the indicators characterizing wear, updating and
leaving of fixed capital are presented [1].
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Table 2

Coefficients of wear, updating and leaving of fixed capital of Russian organizations (at the end of the year)

Tabauya 2

Ko3¢pdunueHTsl n3HoCca, 00HOBJIEHUS H BbIOBITHSI OCHOBHOI'0 KAIIUTAJIA POCCHICKUX OpraHu3anui (Ha KoHel rojaa)

Coefficient of wear-out, Coefficient of Coefficient of Share of comp letely
Years o Lo I o worn-out fixed
0) renewal, % apse, %
assets, %

1990 35.6 6.3 2.4

1991 35.4 5.5 2.1

1992 425 3.6 1.6

1993 33.7 2.5 1.9

1994 41.3 2.1 2.0

1995 39.5 1.9 1.9

1996 37.8 1.6 1.7

1997 41.0 1.4 1.6

1998 41.6 1.3 1.4

1999 41.7 1.4 1.2

2000 39.3 1.8 1.3

2001 41.1 2.1 1.3

2002 44.0 2.2 1.3
2003 43.0 2.5 1.2 15.0
2004 43.5 2.7 1.1 14.8
2005 45.2 3.0 11 13.3
2006 46.3 3.3 1.0 13.3
2007 46.2 4.0 1.0 12.9
2008 45.3 4.4 1.0 13.1
2009 45.3 4.1 1.0 13.0
2010 47.1 3.7 0.8 13.5
2011 47.9 4.6 0.8 14.4
2012 a71.7 4.8 0.7 14.0
2013 48.2 4.6 0.7 14.6

Apparent from this data in table 2, the level of
fixed capital wear in comparison from 1990 grew
from 35.6% to 48.2%, that is over one third. In a
certain degree, it can be explained with decrease in
rates of fixed capital updating which in 2013
decreased in comparison with 1990 by 27% (from 6.3
to 4.6%). At the same time rates of fixed capital
leaving decreased almost by 3.5 times (from 2.4 to
0.7%). Lag of fixed capital leaving rates from rates of
its updating was resulted by process of completely
worn-out fixed assets accumulation the share of
which over the last ten years practically did not
change (in 2003 — 15%; in 2013 — 14.6%).

But if in general on economy the share of
completely worn-out fixed assets was approximately
on one level, in such types of economic activity as
fishery and fish breeding, construction, transport and
communication, their share considerably grew.
Certainly, it is impossible to let out qualitative and
competitive production on the equipment which is
completely worn-out.

The developed negative situation concerning the
state and the movement of fixed capital demands its

necessary updating in sufficient volumes which
would allow to update technical base of production
considerably and to provide import substitution,
especially in those productions where borders of
economic security are broken.

The question of fixed capital updating directly
depends on existence of its financing sources which
in modern conditions are obviously not enough, and
the available sources often are not used directly. In
particular, it belongs to depreciation charges which in
most part are used for financing of material current
assets acquisition [4]. As a result the share of own
means in sources of investments into fixed capital
financing constantly decreases in dynamics, and by
results for 2014 it made 45.8% while the share of the
funds raised on various conditions grew to 54.2%.

In the conditions of decrease in a share of own
capital as an important source of investments into
fixed capital financing the bank credit has to act, but
conditions of its attraction in modern crisis situation
remain unacceptable for the majority of the
organizations. It is connected with the cost of this
source of financing being rather high that does not
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allow to receive sufficient profitability of production
for paying back the credit organizations.

Efficiency of the borrowed funds use by the
enterprise in turn is defined on the basis of a financial
leverage effect calculation. It characterizes an
increment of profitability from own enterprise assets
as a result of borrowed funds use, despite availability
in price of the last. The financial leverage effect is
calculated as follows [5]:

FLE = (1 — Sn)(EP — SRSP) =,

where Sn — a rate of the profits tax, unit share;

EP — economic profitability (profitability of
assets), %;

SRSP - an average settlement rate of percent, %;

ZS — borrowed funds of the enterprise;

CC — own enterprise assets.

From this formula it is visible that use of
borrowed funds in turn of the enterprise is effective
only if the level of economic profitability
(profitability of assets) appears above an average
settlement rate of percent. Actually, the interest rate

for the credits is approximately twice higher in
comparison with the level of assets profitability.
Thus, use of credit resources as a source of
investments into fixed capital financing leads to
decrease in own capital of the enterprise that worsens
results of its activity even more.

Besides, nearly over 80% of credit resources are
provided by the credit organizations for the
enterprises on a short-term basis while long-term
investments are necessary for investments into fixed
capital financing.

At the same time, structure of investments into
fixed capital by types of economic activity also
demands improvement. The investment policy has to
stimulate scientific researches and development of
new equipment and technologies, to maintain
tendency  of businessman investing into this
development and investment in fixed capital to
provide favorable investment climate. In table 3 the
structure of investments into fixed capital on main
types of economic activity is presented [3].

Table 3
Investments into fixed capital in the Russian Federation by types of economic activity (% to the total)
Tabruya 3
HNuBecTunnu B 0CHOBHOI kKanutaJ B Poccuiickoii @enepauuu mo BMAAM IKOHOMHYECKOH AeATeJbHOCTH (B Y% K MTOrY)
1995 2000 2005 2010 2011 2012 2013 2014
Total 100 100 100 100 100 100 100 100
Agricultural industry, hunting 37 30 39 33 a1 38 38 37
and forestry
mineral extraction 142 18.1 13.9 13.8 13.9 14.8 14.9 16.1
Processing productions 14.8 16.3 16.4 13.2 12.9 134 14.4 14.9
including production of
machines and equipment 0.7 0.8 0.9 0.7 0.5 0.6 0.7 0.7
Production and distribution of
the electric power, gas and 7.6 6.0 6.8 9.0 9.2 9.3 8.8 8.6
water
Construction 4.5 6.4 3.6 3.7 3.1 2.8 3.3 3.0
Wholesale and home shopping |, 2.7 3.6 3.7 3.1 3.6 3.9 4.4
service
Transport and communication 12.6 21.2 24.5 25.5 28.2 26.4 24.5 23.0
Scientific researches and 04 05 05 07 08 07 10 10
development

The structure of investments into fixed capital
by types of economic activity is not perfect. The
share of the investments sent to the processing
productions including into production of machines
and the equipment shows it. From the total amount of
investments only 14.9% goes to processing. In
comparison with 1995 this amount practically did not
change, and during certain periods it was even lower.
From this volume only 0.7% of means are used for
financing of machines and the equipment production
that is extremely insufficient. The level of

mechanical engineering development defines rates of
scientific and technical progress development in all
other branches of economy therefore investments into
this sphere have to be maximum and much higher in
comparison with other kinds of activity. So far the
pursued investment policy does not provide priority
development of mechanical engineering. In most
cases businessmen are guided by acquisition of
foreign production technology that results in
technological dependence on the developed states
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and does not promote improvement of investment
climate in the country.

Much more investments go to the extracting
branches that fixes a further raw orientation in
development of the Russian economy. In dynamics
the share of investments into fixed capital increases
from 14.2% in 1995 to 16.1% in 2014.

Also investments in trade, in production and
distribution of the electric power, gas and water,
transport and communication grow, and in
construction their share decreased practically by 1.5
times for the considered period. The share of
investments into fixed capital directed on scientific
researches and  development is  absolutely

insignificant: from 0.4% to 1% in dynamics. Transfer
of economy to innovative development way demands
a basic change developed and for a long time
supported structure of investments into fixed capital.

Similar tendencies are common for regional
economies as well as the high level of profitability in
raw branches continues to attract considerable
volumes of investment resources. At the same time,
there are still separate reserves for improvement of
fixed capital use. In particular, in the Belgorod region
as such reserve it is possible to note the available
reserve in use of capacities in separate kinds of
activity that is shown in table 4 [2].

Table 4

Level of use of the average annual capacity of organizations for release of the individual types of production of the
extracting and processing industries in Belgorod region (percentage)

Tabauya 4

YpoBeHb HCNIOJIL30BAHMS CPEeIHEr010BOM MPOU3BOICTBEHHOH MOIIHOCTH OPraHU3alMii M0 BHIMYCKY OT/AeJbHbIX BUT0B
NPOAYKUMH 100bIBAIOIIKX M 00padaThIBalOLIUX NPOU3BOACTB B Bearopoackoii odaactTu (B mpoueHTax)

2010 2011 2012 2013 2014
commercial non-enriched iron ore 76.20 100.0 100.0 100.0 82.82
Concentrate iron ore 95.87 100.0 100.0 97.65 98.38
Meat and offal food of farm animals 53.67 76.92 88.77 95.96 94.69
Meat and offal food poultry 92.26 95.92 95.92 92.94 86.5
Fruit and vegetable canned food 32.43 33.35 74.73 46.07 44.77
Whole-milk production (in terms of milk) 60.63 53.15 54.16 55.41 65.53
Beet white sugar in firm state 86.48 89.43 64.05 86.36 71.42
Portlandcement, cement aluminous, cement
slag 80.53 67.57 68.53 64.47 54.43

The greatest opportunities are available in
production of such production, as fruit and vegetable
canned food, whole-milk production, sugar beet and
another. Use of these capacities will allow to increase
considerably return from fixed capital and to increase
efficiency of regional economy functioning.

At the same time, investment resources,
which volumes have insufficiently expressed
dynamics to growth, are also necessary for
maintenance of the available capacities; that is
presented in the table 5 [2].

Table 5
Investments into fixed capital in Belgorod region
Tabauya 5
HNuBecTunnu B 0CHOBHOI kanuTaJ no bearopoackoii o6aacru
Min.rur. As a percentage to Min.rur. As a percentage to
vy (in actually operating previous year (in actually operating previous year
ears A ) Years 2o .
prices; (in comparable prices; (in the comparable
1995 - hillion rubles) prices) 1995 - hillion rubles) prices)
1970 389.7 99.3 2005 35,021.9 134.0
1980 817.8 103.2 2006 52,073.3 134.7
1990 2,673.2 110.0 2007 83,509.5 1445
1995 2,675.7 91.0 2008 104,217.6 105.9
2000 9,241.8 98.7 2009 73,126.6 73.1
2001 14,030.6 139.5 2010 96,313.0 122.3
2002 10,829.8 67.7 2011 125,993.5 118.4
2003 15,336.3 126.8 2012 136,819.6 101.4
2004 22,684.5 130.9 2013 129,405.2 89.7
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As data shows, growth rates of investments
are not rather steady against growth that is caused by
a number of reasons, of macroeconomic character as
well as regional conditions of development.

As for the directions of investments into
fixed capital use in the Belgorod region, they
essentially differ from the similar directions in
general across Russia that is presented in table 6 [2].

Table 6

Specific structure of investments into fixed capital

Tabauya 6

BunoBasi cTpyKkTYpa MHBECTHMLIMII B OCHOBHOM KAaNMTAJ

Russian Federation Belgorod Region
Investments into fixed capital - total 100 100
including
lodgings 16.0 5.7
into buildings (except inhabited) and construction 42.1 39.1
in machines, equipment, vehicles 35.3 52.0
etc. 6.6 3.2

The main difference of investments into fixed
capital structure in the Belgorod region is
considerable excess of the investments directed on
acquisition machines, financing the equipment and
vehicles, in comparison with average values about
the country, almost by 1.5 times.

In spite of the fact that Belgorod region
represents the region developed in facility
construction, according to the share common of
investments into this direction on average across
Russia the indicator was higher.

Also in the Belgorod region the smaller share of
means goes for construction of buildings and
constructions (except housing).

In general the structure of investments into fixed
capital across the Belgorod region is more
progressive since it promotes faster rates of economy
development.

Conclusion. On the basis of the carried-out
analysis it is possible to note a number of directions
allowing to improve structure of fixed capital and to
increase efficiency of its use.

In particular, redistribution of investments in the
direction of their bigger share on formation of fixed
assets active part on the basis of new construction,
expansion,  reconstruction, modernization and
production modernization that will promote increase
of a social production efficiency is necessary.
Formation of high-quality economic growth requires
repeated investment increase and innovative activity,
restructuring of the Russian economy on the basis of
a wide circulation of modern technologies.

Expansion of investments into fixed capital
financing sources requires depreciation of credit
resources, as well as release from the income taxation
of the enterprises aimed at production development,
carrying out research and development and
development of new technologies, that is widely
applied in the developed foreign countries and was
used in Russia till 2002.

As a stabilization factor freezing the service
prices of natural monopolies that will promote
decrease in inflation rate is necessary and will
provide more favorable conditions for development
of domestic market.
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Abstract .

The present article distinguishes the Ukrainian business-environment’s functioning features,
forming the requirements and imposing restrictions on the specific character of the modern
conception of the socially responsible marketing realization. The implementation of the socially
responsible marketing policy conducted by trade enterprises has been estimated; the comparative
analysis of the dynamics of the socially responsible domestic companies’ development, including
those with the foreign capital share, has been carried out. It was found that for the last three years
the total number of enterprises, implementing the policy of the socially responsible marketing,
has not dramatically changed. In 2015, the politicy is being implemented and used mainly by
foreign large companies to one extent or another. The positive tendencies and the most
problematic aspects in the practice of the socially responsible marketing application have been
specified. The analysis of the trade enterprises has also allowed eliciting and systematizing the
main objects and target orientation of the socially responsible marketing programs realization:
education, health protection, sport, ecology, charity, person’s state of mind, motivation of
personnel, feed-back. The possibility to establish the benefit from the realization of the programs
in the field of the social marketing has been estimated.

Keywords: marketing; social marketing; management; management; trade enterprise.
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AHHOTAIUSA

Beigenensr  ocoOeHHOCTH (DYHKITMOHUPOBAHUS YKPaWHCKOW Ou3Hecc-cpenbl, (hopMupyromei
TpeOOBaHUS M HAKJIJbIBAIOIICH OrpaHHUYeHUS Ha crnenu(uKy peanu3alud COBPEMEHHOMN
KOHIICTIIIMH COIMAIIEHO OTBETCTBEHHOTO MapKeTHHTa. IIpoBe/ieHa olleHKa pearn3aiy MOJTUTHKH
COIIMAJIbHO OTBETCTBEHHOI'O MapKETHUHIa TOPrOBBIMU MPEANPUATUSIMUA U CPABHUTEIBHBIN aHATN3
JTUHAMUKY Pa3BUTHS COIMAIBLHO OTBETCTBEHHOTO MapKETHHTA OTCUYCCTBECHHBIMU KOMITAHUSMH, B
T.4. ¢ JOJEH WHOCTPAHHOTO KalWTajga. YCTAaHOBJICHO, YTO 3a IOCJICAHHME TPH Toja olIee
KOJIMYECTBO NPEANPUATHHI, peamu3yIoluX MOJUTUKY COLUATbHO-OTBETCTBEHHOTO MAapKETHHTA,
CYILIECTBEHHO He u3MeHuoch. [lomutuka B 2015 roay BHEApsieTCS U UCHONB3YETCs] B TOM WU
WHON CTENICHH TPEHMYIIICCTBEHHO HWHOCTPAHHBIMH KpPYIHBIMH KOMITaHHSAMH. OmpeneneHsl
MIOJIOKUTENBHEIC TEHJICHIIMM M HauOoyiee MPOOJIEMHBIC aCIeKThl B MPAKTHKE PUMEHEHUS
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COIMMAJIbHO-OTBECTCTBCHHOI'O MAPKETHUHIA. Ananus TOPIrOBLIX HpeI[HpPIﬂTI/II;'I TAaKXC ITO3BOJINJI
BBIAIBUTE U CUCTEMATHU3HUPOBATh OCHOBHEIC OOBEKTHI U ICJICBYIO HAIIPaBJICHHOCTH pE€aIn3alu

nporpaMm COIMAJIbHO-OTBETCTBECHHOI'O MApPKETHUHIA:

O6p330BaHI/IC, 3ApaBOOXpaHCHUC, CIIOPT,

9KOJIOTHSA, OJIAarOTBOPUTEIBHOCTh, JYIICBHOE COCTOSHUE UYEIOBEKAa, MOTHBAIMS TICPCOHANA,
oOparHas cBs3b. OlleHeHa BO3MOXKHOCTh YCTaHOBJICHUS AP (eKTa OT OCYIIECTBICHHS ITPOrPaMM B

o0actu COMMaJIbHOI'O MAapKETHUHTa.

KiioueBnble ciioBa: MAapKCETHUHT; COIIMANIbHBIN MAapKCTUHI'; MCHC/[PKMCHT, YIPAaBJICHUC, TOProBOC

TIpeAIpHsITHE.

Introduction. The concept of socially
responsible marketing (SRM) recently receives the
increasing recognition as its application is capable to
improve not only the production sphere, but behavior
of goods and services consumers as well. At the same
time, with obvious benefit of applying SRM in
domestic trade enterprises, for the last three years the
total of such companies did not increase significantly,
and that emphasizes relevance of this research.

All-methodical approaches to SRM as to the
phenomenon and as to a process, its bases and
principles of use in entrepreneurial activity of
domestic and foreign companies are analysed in
works of such scientists as E.Azaryan,
L. Balabanova, E.Grishnova, P. Kotler, M. Kramer,
K. Miller, A. Nikitina, A. Sadekov, L. Fedulova,
R. Freeman, A. Choubin and others.

Achievement of the research objective
consisting in monitoring the extent of SRM policy
realization in control system of domestic trade
enterprises became possible due to authors
performing such tasks:

1) establishment of the Ukrainian business-
environment functioning features of forming certain
requirements and imposing  restrictions on
implementation specifics of the modern SRM
concept;

2) assessment of SRM policy realization extent
by trade enterprises and comparative analysis of
SRM  development dynamics for domestic
companies, including shares of the foreign capital;

3) definition of positive tendencies and the most
problematic aspects in practice of SRM application
that demands special attention from the company
management, shareholders, potential investors, goods
and services consumers and other interested persons;

4) comparison of SRM policy realization extent
on selection in general and in a section of certain
clusters within selection;

5) assessment of effect establishment possibility
from implementation of programs in the social
marketing field.

As the analysis object within research the SRM
policy for seventy trade enterprises located in the
territory of Ukraine and different in organizational
and legal form, and results of activity for 2013-2015,

which vast majority is average or big, characterizes
development condition of national economy in
general. Thus two clusters were allocated:

1) the enterprises with foreign investments (the
enterprise (organization) of any organizational and
legal form created according to the legislation of
Ukraine by foreign investment in which authorized
capital makes no less than 10% [1]) - 12 enterprises;

2) the domestic companies - 58 enterprises.

The information and empirical base of research
is made of:

- official statistics data (Public statistics
service of Ukraine; Departments of Economic
Affairs, National bank of Ukraine, the International
institute on problems of the social and ethical
reporting, Association of managers, Company of
social marketing "V DVA", Agency Overbrand (the
first agency in Ukraine specializing in social
branding), etc.;

— Internet sites of the trading companies;

— annual financial (on national / to
International Financial Reporting Standards) and
non-financial reports of the companies for 2013-
2014, procedural documents. The reporting for the
previous analyzed period becomes public for a wide
range of interested users only after its consideration
and the statement at General shareholder meeting that
negatively influences efficiency of research;

— materials of own supervision;

— poll results and interviewing respondents (the
administrative personnel of the studied companies, n
=110);

— other publicly available sources containing
relevant information.

Monitoring the SRM police realization extent in
a control system of trade enterprises was carried out
by means of quantitative and quality indicators.

Among functioning features of the Ukrainian
business-environment forming certain requirements
and imposing restrictions on  specifics of
implementation of the SRM concept for the trade
area enterprises, we consider it expedient to allocate:

— the general political, economic and financial
instability, complicating inflow of both the domestic,
and foreign capital to development of the trade
sphere that led to business-environment "dying
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down". So, according to NBU from January to
March, 2015 outflow of deposits made 18 billion
UAH, therefore, the lack of "available funds" is
observed, and real refinancing of national bank
makes 33% per annum in hryvnia;

— deterioration of the main macroeconomic
indicators of the country development: reduction of
GDP volumes, industrial output and production of
agricultural industry, decrease in export and import
volumes of goods, home shopping service, decrease
in consumer activity of the population, increase in
prices for production). According to Public statistics
service, all main macroeconomic social and
economic development indicators of Ukraine for
January-June, 2015 worsen [14];

— the "suppressed" mood of the domestic
consumer. So, according to NAN Institute of
sociology of Ukraine, 60% of the population are
considered living in ecologically dangerous places,
74% constantly feels need of protection against
environment, 71% of the population are afraid for
own future and future of their children [7];

— closeness of the domestic companies vast
majority from the general public on the way of dialog
creation on cooperation with all interested persons,
including  unavailability/unwillingness  of  the
enterprises to do by property of publicity information
on own activity, an underestimating of a role of
social networks and Internet resources;

- application of unfair competition methods;

— unavailability of the companies to
functioning in the conditions of environment risk and
inconstancy, etc.

The idea of social marketing introduction by the
domestic companies, in comparison with foreign, has
small history that also leaves a certain mark on the
social marketing concept development. As Golovko
A.Y. notes., the scheme of the market coverage for
Ukraine by the idea of social marketing as success
factor is quite uncommon. After independence
finding, in 1991-1999 restructuring of the companies
social infrastructure took place during privatization
and revival of charity and patronage traditions began.
Further, in the period of 2000-2005 transition from
single help to physical persons and organizations to
purposeful programs financing, formation of
corporate social responsibility idea was observed.
The period 2006 year marked the beginning of
corporate philanthropy institutionalization, allocation
of corporate and private social funds, implementation
of social programs by the enterprises [4].

Some organizations, enterprises and companies
started applying the principles of social marketing
from 2000th years. In 2007 the advisory council of
"Forum of socially responsible business of Ukraine"

entrusted to organize system of business social
responsibility rating was created [5, p. 159].

In such a way that the SRM concept on present
stage of business-environment development cannot
be implemented actively and fully for the trading
companies, for there is a number of obstacles:
political, economic and financial instability;
deterioration of the main macroeconomic indicators
of the country development; the "suppressed” mood
of the domestic consumer; insufficient attention in
mass media to the SRM problem, lack of the
mastered experience in SRM policy realization by the
domestic companies. Let us add that the Ukrainian
legislation does not provide the requirement to
obligatory introduction of the SRM programs, it is
exclusively good will of business based on altruistic
belief for the purpose of own interests satisfaction
and obtaining competitive advantages.

Main Part. The main conclusion which can be
made by results of monitoring the trading companies,
is following: with an insignificant growth of the
indicator in 2014, for the last three years total of the
enterprises using SRM policy did not change
significantly. The SRM policy in 2015 takes root and
is used in various degree by mainly foreign
companies (9 of 12 studied enterprises) and only by
25 domestic. The share of domestic companies which
adhere to SRM policy does not exceed 48% from 58
enterprises, and foreign varies from 67% to 83%
from 12 studied companies.

Being asked: "Why is your enterprise not
interested in introduction and use of social marketing
tools?" 36% of respondents companies which do not
use SRM policy, answered that it is "nonsense",
expenditure of money and time, 45% - that
considerable capital investments are necessary which
are absent today, all the rest were at a loss with the
answer. In our opinion, the inaccuracy of such
positions consists in insufficient attention of mass
media to the SRM problem and psychology of a
domestic manager who gravitates to high-speed
schemes of receiving profit, and of social marketing
technology, on the contrary, being a step-by-step
factor, unadapt for gaining instant result.

Being asked "What advantages, in your opinion,
the enterprise realizing SRM policy can receive?",
the most popular answers appeared: improvement of
the company reputation among consumers and
partners (the 1st place), increase of consumers trust
and loyalty (the 2nd place), productivity and quality
of work (the 3rd place). 110 representatives of the
studied trade enterprises administrative personnel
took part in the poll carried out by the author (linear,
functional heads, supply department specialists, sale,
marketing, accounts department); the 1st place was
appropriated to the most important factor (table 1).
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Table 1

Summary of the questionnaire of the respondents concerning the advantages of the use of policy of the socially
responsible marketing by trade enterprises

Tabauya 1

O0o01eHHbIe Pe3yJIbTaThl AHKETHPOBAHMS PECIIOH/IEHTOB OTHOCHUTEIbHO NPEHMYIeCTB HCI0JIb30BAHNUSA MOJTUTHKHU
COLMATBHO-0TBETCTBEHHOI'0 MAPKETHHI A TOPTOBLIMH NPEeANPHUATUIMHU

Advantages of social and responsible marketing Number of Average point Number of respondents,
policy use points %
Improvement of the company reputation among
consumers and partners 150 1.4 1
Increase of consumers trust and loyalty 250 2.3 2
Productivity and quality of work 370 3.4 3
Sales increase 420 3.8 4
Improvement of financial performance 560 5.1 5
Possibility of entry into the international markets 700 6.4 6
Improvement of production and services quality through
honest consumer informing 720 6.5 7
Additional investments 830 7.5 8
Privileges in taxation 980 8.9 9

The administrative personnel least of all expects
to receive additional investments (the 8th place) and
privileges in taxation (the 9th place) from use of
SRM policy. The greatest coherence of respondents
opinions was observed in definition of places: The
9th (91% asked), the 1st and 5th (73%). It appeared
that expectation concerning improvement of
productions / services quality through honest
consumer informing and possibility of the

international markets entry are almost on one
place with a difference of 0.1 points.

By results of the trade enterprises adhering to
SRM idea monitoring in section of the business
volume it is established that in dynamics big
enterprises have the greatest growth rates - from 2013
to 2015 — 10%; for other enterprises the change is
insignificant (fig. 1).

KpynHble npegnpuams

CpegHve npegnpuamms

pasmep

1%
2%

1%

Manble npegnpuaTAs

0% 10% 20%

30% 40% 50% 60% 70% 80%

%

02013 rog 2014 rog 02015 rop

Under Fig: Large enterprises
Medium enterprises
Small Enterprises
2013, 2014, 2015 year
Fig. 1. Distribution of trade enterprises (based on size) that adhered to the idea of the socially responsible marketing
in 2013-2015
Puc. 1. Pacnipenenenne TOPTOBLIX MPEINPHUITHI TTO0 pa3MepaM, KOTOPbIe MPUACPKUBAIUCH UEH COITUAITEHO
OTBETCTBCHHOTO MapkeTHuHra Ha npotsukennu 2013-2015 rr.
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Being asked: "What did your enterprise induce
to introduce the policy of social and responsible
marketing?" 47% asked specified "Intra corporate
principles and values of the company", 40% asked —
"Obtaining competitive advantages"; only 2
respondents chose the answer "The requirement of
local government bodies". None of the respondent
chose the answer: "Requirements of partners or
customers"”, "Requirements of consumers of goods
and services", "Requirements of the legislation™ or
"Requirement of the organizations of consumer
protection”. Thus, the trading companies only of own
will introduce SRM policy for the purpose of own
interests satisfaction and obtaining competitive
advantages, and opinions of consumers is studied
independently, by  questioning/poll,  without
partnership with the official organizations for
consumer protection.

In general the enterprises develop and introduce
elements of SRM policy on their own or use practices
of the parent (head) company which are realized in
intra firm documents: Charter, business plan,
Provision on marketing department, Duty regulations
of workers, orders.

From the enterprises which adhere to SRM idea,
mainly domestic enterprises (60.1%) independently
develop and introduce such policy; 24.3% of the
studied trading companies use practices of head
office, from which 86.3% — with foreign investments.
Behind development of the intra firm documents
containing policy concerning SRM, only 6.5% of the
enterprises addressed or plan to address the foreign
organizations; their expenses are in such range: under
1,000 horn. (48.3%), 1,000 — 5,000 horn. (32.5%),
over 5,000th horn. (19.2%).

When asked: "Whether the SRM policy is stated in
intra firm documents?" 36.5% of respondent answered
positively, negatively — 24.2%, 39.3% were at a loss for
an answer. The most widespread way of acquaintance
with the applied SRM policy for trade enterprises are
internal documents or carrying out special explanatory
events (table 2). It appeared that the received results
insignificantly differ from the researches conducted by
the KSO Development Center for Women's Consortium
of Ukraine within the Responsible Marketing working
group [11, p. 19].

Table 2

Comparative table of the survey results of the respondents concerning the ways of familiarization with
the principles and policies of the socially responsible marketing, %

Tabauya 2

CpaBHUTe/IbHAs TAa0JULA Pe3y/IbTATOB OIIPOCA PECHOH/IEHTOB OTHOCHTEJIbHO CIIOCOG0B 03HAKOMJICHUS
¢ npuHIMnamMu u noaurukoii COM, %

Results of the "Development of .
. P, Author's researches of trade
Research ways Corporate Social Responsibility" Center .
. enterprises
researches

The company does not acquaint employees with 6.2 8.7
the principles of SRM policy ' '
Granting manipulative materials for employees 12.5 9.8
Holding special events 18.8 24.2
By means of the internal site 6.2 8.0
Through corporate editions 375 38.8
By means of trainings 18.8 10.5

* Note: Took part in research: JSC Astelit, MacDonald's Ukraine, Platium Bank, JSC Samsung Electronics Ukraine, Amrita
Ukraine, the SUBWAY Cash And Carry Ukraine, Tetra Pak Ukraine, Avon, Carlsberg Ukraine, BDO Ukraine, V. Group,

Prikarpattyaoblenergo, Dream, Yurliga, Sun InBev Ukraine, MTS.

The analysis of trade enterprises also allowed to
reveal and systematize the main objects and target
orientation of the SRM programs implementation
(fig. 2), namely:

1. education (promoting of safety rules for life
and healthy lifestyle among children and youth);

2. health care (support and promoting of healthy
lifestyle);

3. sport (support and promoting of sporting
events and competitions);

4. ecology (environment and ecology care);

5. charity, respectability (drawing attention of
society to certain social problem, the help in raising
funds for charitable needs);

6. state of mind of the person (improving soul
condition of the person);

7. personnel motivation (formation and support
of corporate culture; motivation of the personnel to
active work);

8. "feedback" with the consumer and other
interested persons (assessment of requirements and
expectations of consumers and society, improvement
of SRM policy in response to requirements of
consumers and society).
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MOTMBaLSA
nepcoHana; 10,7

JyLlleBHOe COCTOsIHNE
yenoseka; 1,2

GrnaroTBOPUTENBLHOCTL
; 28,7

akornorus; 8,3

obpatHas cesa3sb; 0,4

obpasoBaHue; 15,5

OXpaHa 34,0poBbS;
18,1

cnopr; 17,1

Under Fig:
Il - 28.7 — charity
B — 1.2 — personal emotional statement
M - 10.7 — staff motivation
— 0.4 —follow up
—15.5 — education
M - 18.1 — health care
—17.1 — sports
— 8.3 - ecology
Fig. 2. Objects of direction of the policy of the socially responsible marketing by the trade enterprises
(percentage to the general amount of projects) during 2013-2015
Puc. 2. OObeKTHI HanpaBJICHUA HOJIUTUKH CONUAJIbHO-OTBETCTBEHHOTO MAaPKETHUHI'd TOPTOBBIMU NPCATIPUATUAMU
(B % K 001IeMy KOJIMYeCTBY POEKTOB) Ha mpoTshkeHun 2013-2015 rr.

For the analyzed period (2013-2015) it is
established that the most widespread programs
among trade enterprises were directed on support and
promoting of healthy lifestyle (for example, will
prohibit sales of certain production types to children
under 16 (alcohol, tobacco products)), sporting
events and competitions (annual international
competition of the sport dances "Parade of Hopes",
TM Foxtrot. House Equipment; the Lvov semi-
marathon of "Gorgany.Lvov", TM Arsen, etc.),
drawing attention of society to certain social
problems (the charitable project "We Stand
Together", TM Foxtrot. House Equipment; special
cards for immigrants, the program of social support
"The good neighbor" from TM Brusnichka;
charitable project "Creating the New Future", Ashan,
etc.). Taking part in educational, improving, sporting
or ecological events, trade enterprises usually act as
CO-0rganizers or sponsors.

As for the "budgetary” actions of SRM police
realization, all studied trade enterprises have the
Complaint book for identification of the consumer

rights violation facts, for improvements of business,
from them 63% of subjects have positive responses
(except negative), 4% have no records.

For the analyzed period studying of consumers
demand to form assortment of goods and stimulate
sales was carried out by all enterprises in the form of
questioning, poll, tasting and etc. Thus on the site of
the company only 26% of the companies have the
separate page for sending offers concerning
improvement of business.

If to analyze frequency of carrying out SRM
actions for 2013-2015, it is preferred as constantly
existing and annual projects that is explained by
approach: "it is better to carry out already "familiar",
than to begin something anew".

By results of monitoring SRM policy realization
extent, uniform approach in definition and planning
the sum of expenses on SRM by trade enterprises is
not established. Development of the marketing
budget on social programs can be carried out with use
of typical budget calculation methods, namely:
financing "from opportunities”, planning on the target
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profit basis of indicators, the fixed percent from sale,
compliances to the competitor, the maximum
expenses, the purpose - task, the accounting of the
marketing program [2, 3, 6, 8, 10, 13].

Calculation  of effect from  program
implementation in the field of social marketing by
actually trade enterprises is not contained in freely
available sources, it is usual adhered as trade secret
or considered only in the short term, which is wrong.

Complexity of calculations is explained by tthe
fact that the concept of marketing efficiency can be
created on the basis of concept about the marketing
orientation of the enterprise added with requirements
of social responsibility and coherence with
requirement of continuous business and society
development [15].

We completely agree with approach of authors
[9, 12] that the indicator of marketing policy
efficiency has to be created round ability of the
enterprise to create new values and to inform their
consumers, to adapt behavior of consumers for plans
of the company and innovations creation. This
indicator has to include:

1. Economic effect of marketing actions in
shortly - and medium-term prospect - such as
increase in sales volume as a result of marketing
actions.

2. Economic effect of marketing activity in the
long term - as result of investments into brand
creation and support and other intangible market
assets, or monopoly creation.

3. Economic effect of creation and (or)
introduction of market innovations.

4. Long-term effect from marketing policy in
competitiveness of the enterprise: development of the
personnel, group dynamics and staff coordination.

5. Effect from marketing policy in region
development, market and consumption, improvement
of life quality and development of society. The
economic component of this effect is connected with
creation of structural competitiveness prerequisites of
society and the country (group of countries) [9, 12].

Conclusion. Stated above gives the chance to
formulate conclusions by results of SRM policy
realization extent monitoring in a control system of
trade enterprises:

1. the SRM concept of the present stage
development of the business-environment is realized
by the trading companies insufficiently; there is a
number of obstacles to that: deterioration of the main
macroeconomic  indicators of the  country
development; the "suppressed” mood of the domestic
consumer; insufficient attention in mass media to the
SRM problem, lack of the mastered experience in
SRM policy realization by the domestic companies.

2. it is established that for the last three years
the total of enterprises realizing SRM policy did not
change significantly. The SRM policy in 2015 takes
root and is used in various degree by mainly foreign
companies.

3. This research allowed: to carry out
distribution of the companies using SRM policy
(foreign and domestic); to establish the disinterest
reasons in introduction and use of social marketing
tools; to reveal possible advantages of SRM policy
use by trade enterprises; to distribute trade enterprises
which adhere to SRM idea on a way of development
of its principles and practices; to reveal ways of
acquaintance with SRM policy and principles; to
systematize the main objects and target orientation of
SRM implementation programs; to investigate
frequency of SRM realization actions by trade
enterprises.
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AHHOTanUusA

Cratps MMOCBAIICHA pOCCHﬁCKOﬁ CUCTCMC arpoCTpaxoBaHHs, KaK BaKHOMY HWHCTPYMCHTY

nojaepkaHus  (UHAHCOBOM  yCTOWYMBOCTHU

NpeanpusITuid  otpaciu. PaccmarpuBaetcs

UCTOPHYECKUI aclieKT CTaHOBJIeHMs MexaHm3Mma crpaxoBanusi AIIK B Poccum; onenmBarotcs
OCHOBHBIE CIIO)KHOCTH €r0 Pa3BUTHS B HACTOSIICE BPEMS CO CTOPOHBI YYaCTHHKOB PHIHKA.
KuroueBble ci1oBa: cenbckoe X03sCTBO, cTpaxoBanue, AIIK, ¢puHaHcOBast yCTOHYUBOCTD.

Introduction. In the conditions of high risk-taking
managing conducting in the agricultural branch
connected both with climatic factors and with a set of
other various character factors, the agrarian and
industrial complex enterprise throughout all the
economic cycle take losses of financial stability which
can develop into absolute loss of control over the
organization. Because most of threats have climatic or
natural and biological character they are uncontrollable
for the enterprise. Thus consequences which the
organization can face, often have fatal character that
was confirmed with various cataclysms taking place in
the territory of our country more than once. Therefore
an important aspect of agricultural enterprises financial
policy approach is selection and use of an optimum tool
kit, allowing to reduce risks of economic activity, and
also to secure the company against bankruptcy.

Important and actual protection at this
conjuncture is development of agricultural risks
insurance. It allows to avoid catastrophic
consequences of climatic character which can
suddenly turn a successful enterprise into a bankrupt.

A large number of territories in our country are a
zone of risky agriculture. Climatic conditions also do

not allow to reap some crops within a year that makes
restoration of the enterprises after the emergency
situations connected with the most part of a crop
being destroyed, possible only with essential
financial support. Generally such support is given by
the state, however the high bureaucratization of these
processes does not always allow to receive the
necessary help in the demanded volumes and
admissible terms.

According to many experts the key making
stability of the agro-industrial organization is
insurance of risks. This tool is capable to level
consequences of various emergency situations.
Certainly, insurance cannot be panacea as there is a
mass of factors having essential impact on
indemnification by insurance company. However it
should be noted that in modern market conditions
insurance became almost irreplaceable instrument of
financial  stability maintenance for  various
enterprises, in particular for agro-industrial sector.

Main Part. Below in the flowchart the main
stages of insurance development in Russia we will
speak about further is shown (Fig.1).
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KVIIE
Onmpaeuaa J".r‘.lO qxapaseunm cpaxo eama 3 POC‘C‘HH

1864 roag «Ilos1oxeHne 0 B3aHMHOM 3€MCKOM CTPaX0BaHHH»

Cosoantie 6azvl 06A3aNeNbHO0 U 00 GPOEOTLHO20 CINPAXOSAHNA 0Nt OZHA HA Oc3e 2VOePHCKUN 3eMCIIE.

A 4

1921 rog «O rocygapcTBeHHOM HMYII[eCTBeHHOM cTpaxoBaHum» U 1940 rog 3akoH «00
00M3aTEILHOM OKJIAJHOM CTPAX 0BAHUI»
OpeaH1I30 8616CTOCH CINPAXOEdHLIE KOTX0308 Ha meppuinoptitt PC@C' P oin noxcdpoe, 2paooduimus
pacieHuli, nadexcd ckoma 1 m.o. Cipaxoeoe eozveilfertie cociaeniano 40% om peansHo2o Vilepod.
3acvxa He OMHOCUTACH K CIPANOEBIM CIVIAAM.

1967 rog ykaz Ilpeanauyma BC CCCP «O rocyaapcTBReHHOM 0053aTelIbHOM

€CTBa KOJIX030B»
ObaszamensHoe CMPpaxoseaHUue UMyLecmeaa KoAxo3oa. OCHOSO&IPGCHEH}OS nomepecmana

ypoxcaliHocms 3@ nocaedHue 5 1em no KOHKpemHoUl Kyasmype. 3acyxa nonana 8 nepe4yeHs
603MEWaENbIX PUCKOS.

1978 roa Ilocranorienue IIK KIICC u Coemuna CCCP «O coBeplIeHCTBOBAaHUH
MOPsiIKa BO3MEIeHUs] I0TePb COBX030B U APYIHX roCy apCTBEeHHbIX
CeJIbX03NpeaNPHsTHIi OT CTHXHIfHBIX OeqCTBHIi H HHBIX He0JIaronpHATHRIX YCI0BHID

Brmovenue coexoszoe e cucmemy acpocmpaxoearud CCCP ¢ 1979 co0a

arp OMBbIILICHHO
3aKpennanoco eosmelljeHie 50/ 0 CHIPAX 081X LTHAANI CHIPAXOUMUKAM U3 (Pe0ePaTbHO20
6ro00ocema. Cimpaxoevie epinaaiivt CHIAI0 803MOHCHLIM ONHOCUTND K cebecnoumMocinit.

C] DIID ) (s
Opeanti3oeano @ebepa&buoe azeﬁmcmeo no zocy()apcmeeﬂuou noOOep:»crce cngoaxoeamm ecepe
aA2PONPOMBINIEHHO20 KOMITEKCA. Bolia HOOPODOHO pe2nameHnIIPOEAHA CUCINEMA 20CHOO00ePHCKL €
CINAPAXOEAHLIL

D06 To PejjepaibHbIN 3aKOH «U pa3sBUTHH CEJILCKOI0 XO03AUCTBa» 1
roa PeaepanbHoro 3akoHa Ne 260-$3 «O rocygapcTBeHHOM NOAAEpXKKe B cepe

CEJILCKOX03/IiiCTRBEHHOT 0 CTPAXOBAHHSA H 0 BHECEHHH H3MeHeHHH B PeaepabHbIil 3aK0H
«O pa3BUTHH CEJILCKOr0 X03AiCTRa»
I osAeneHtie HOPMANNIEHOT] BA3bY, PeAMEHNIPVION el VDO EEHb NONEPb, HPUSHABAEMBIN CHIPANO 66IM
cnvaaem. Yaacmiie #cieomHoe00CEd 6 20CHO00epHCKe. BHeOpeH1ie UHCIUINVIIG HE3AGHCUMOTT
A2POIKCHEPINLZBI NP OleHKe VOBIINKOE NP CIIPANO 61X CIVIAAN
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Under Fig:

1781 "Charter of merchant navigation"
Starting point of insurance development in Russia
1864 "Clause on mutual territorial insurance"

Creation of obligatory and voluntary insurance base for fire on the basis of provincial zemstva.

1921 "About the state property insurance” and 1940 the Law "About Obligatory Salary Insurance™

Insurance of collective farms in the territory of RSFSU was organized from fires, hailstorms on plants, murrain etc.
Insurance indignation made 40% of real damage.
The drought did not belong to insured events

1967 decree of Presidium of VS USSR of "0On state obligatory insurance of collective farms property"

Obligatory insurance of collective farms property. Productivity over the last 5 years on specific culture became a
basis of loss calculations. The drought entered the list
of compensated risks.

1978 the Resolution of the Central Committee of CPSU and Council of Ministers of the USSR "About improvement
of loss compensation order for state farms and other state agricultural producers from elemental disasters and other adverse
conditions™

Inclusion of state farms in system of agro-insurance of the USSR since 1979

1993 "Conditions of crop insurance for agricultural cultures with participation of a gospodderzhka™
First attempt of insurance system adaptation to new market managing realities

1997 the Federal law No. 100 "About state regulation of agro-industrial production”

Compensation of 50% insurance payments to insurers from the federal budget was fixed. Insurance pay became able
to reach the prime cost.

2001 the Resolution of the Government of the Russian Federation No. 758 "About the state support of
insurance in the sphere of agro-industrial production™

The Federal agency on the state support of insurance in the sphere of agro-industrial complex is organized. The system of a
gospodderzhka was in detail regulated in
insurance

2006 the Federal law No. 2b4-FZ "On development of agricultural industry" and 2011 of the Federal law No. 260-FZ
"About the state support in the sphere of agricultural insurance and about modification of the Federal law
"About development of agricultural industry"

Emergence of the regulatory base regulating the level of losses recognized as insured event. “Speeded up” animal
husbandry in state support. Introduction of independent expert examination institute in loss assessment of insured events

Fig. 1. The main stages of development of the insurance system in Russia
Puc. 1. OCHOBHBIE 3TaIbl Pa3BUTHA CHCTEMBI CTpaxoBaHus B Poccun

The history of insurance development in Russia a decree "About the state property insurance".
originates during the time of Catherine 1l rule. According to its contents insurance of family
Adoption in 1781 of "The charter of merchant households in the territory of RSFSU from fires,
navigation” which for the first time regulated issues hailstorm on plants, murrain, etc. was organized.
of sea insurance becomes a starting point. The wide Adoption in 1940 of the law "About Obligatory
circulation of insurance upon fire which is also Salary Insurance” became continuation of a
considered the moment of the history of agro- development vector for this direction. This statutory
insurance beginning in our country became the act became key in the field of crops and crop plant
following important stage of the branch development. growing. _

This type of insurance at first came to the village The created system of agro-insurance regulated
where various agricultural constructions started being by the listed above normative legal acts had the
insured actively. following important features:

The Soviet stage of agricultural insurance - Insurance existed in obligatory and
development takes the report in 1921 when there was voluntary forms;
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— Under action of obligatory insurance only
collective farms fell, state farms did not fall under
this system;

— The covering of losses was carried out not
from all weather cataclysms (for example, the
drought was not included into the list);

— The insurance coverage made 40% of real
damage that made compensation volumes rather
small;

— Owing to low awareness of the peasantry in
accord of insurance system, they perceived an
insurance premium as a tax. Because of it the level of
shortages was rather high.

In 1967 the system of agro-insurance in the
USSR underwent considerable changes. The law
existing since 1940 was canceled, and the general
concept of branch was processed. First, there was
obligatory insurance of collective farms property, and
since 1979 state farms as well. Productivity, but not
the level of the lost crop, became the main constant
of agro-insurance. And the indicator of average
annual productivity on certain culture over the last 5
years was used. The drought was included in the
natural risks structure which are subject to
compensation on insurance system.

It should be noted that mentioned insurance
order was higher in agrarian and industrial complex,
and is still one of the most systematic of all existing
to this day in our country. Despite the state monopoly
on insurance (all operations were carried out by the
Gosstrakh), this system provided full transparency of
activity for landowners, moreover insurance
payments were provided with the state, and tariffs
were accurately regulated.

In 1991 our country is overtaken by a stage of
new changes. The next global transformation of
property leads to crash of former foundations.
Disbandment of the Gosstrakh and transition to the
free market force the state to refuse obligatory
insurance and to pass on voluntary, however market
regulations of tariffs glitches and insurance premiums
rise in price suddenly, that under conditions of
economic instability, forces landowners to curtail the
available programs. In addition, the private
companies which entered the market not always
possessed sufficient financial stability to pay
damages to insurers, and sometimes worked with
roguish intention. All this led to loss of insurance
image in the professional environment, and then, as a
result, to sharp decrease in number of the insured
agro-enterprises.

The history of agro-insurance development in
modern history of Russia originates in 1993 when
"Conditions of crops insurance for agricultural

cultures with state support participation” were
developed. Originally functions of the insurer were
allocated only for Rosgosstrakh, however in 1995 the
additional changes which allowed other companies to
enter the market of agro-insurance were made. In the
first edition state support made 50% of insurance
payment, and in the second just 25%.

1997 was marked by adoption of the Federal law
No. 100 "About state regulation of agro-industrial
production”. It contained new approaches to state
regulation of agro-insurance. First, the obligation of
the state to compensate 50% of insurance payments
to insurers from the federal budget in case of crops
insurance implementation was fixed. Secondly,
insurance payments were allowed to be referred on
product cost that allowed to reduce taxable basis on
the profits tax.

However the state then simply had no money for
high-quality and full implementation of the
obligations. Crisis of 1998 struck absolutely
everyone, including the insurance sector. In this
regard payments arrived with big delay and in
incomplete volume that even more undermined trust
to agro-insurance in general.

The following attempt of insurance policy
improvement of the state in the field of agricultural
industry was made in 2001. This year was the
Resolution of the Government of the Russian
Federation No. 758 "About the state support of
insurance in the sphere of agro-industrial production”
which introduced the following amendments in the
agro-insurance sphere had been accepted. The
Federal agency on the insurance state support in the
sphere of agro-industrial complex which jurisdiction
the full range of questions on development and
improvement of agro-insurance in the territory of
Russia was organized.

According to this document with state support 9
groups of crops, as well as fruit and berry plantings
could receive the insurance. Also insurance tariffs in
various regions of the Russian Federation were
approved. The crop shortage in comparison with
average level for the last five years was subject to
compensation.

In general during the considered period the
positive tendency on increase in number of the signed
contracts was outlined, however it should be noted
that the under-fulfilled regulatory base did not give
the chance to accurately define criteria of loss
reference to insured events. It led to numerous
judicial proceedings between producers and
insurance companies.

The question of agro-insurance gained further
development with adoption of the Federal law No.
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264-FZ "About development of agricultural
industry”. This law became a starting point for all
agrarian policy of the state and set a vector of
development to which the Ministry of Agriculture
and other profile bodies adhere even now.

Adoption in 2011 of the Federal law No. 260-FZ
"About the state support in the sphere of agricultural
insurance™ and about modification of the Federal law
"About development of agricultural industry" became
continuation of this law. Emergence of the regulatory
base regulating the level of losses which are
considered as insured event became an important
innovation of these changes. So for plant growing
this level made 30% of the planned crop and 40% of
the landing areas for long-term plantings.

Implementation of the state insurance support of
farm animals became one more important point of

this statutory act implementation. This very important
innovation allowed animal husbandry with plant
growing to participate in programs of agro-insurance
as equals.

Besides all above-mentioned, within this law the
institute of independent agro-examination, which is
carrying out an independent assessment of
agricultural producers losses, compensation volume,
as well as other aspects and disagreements arising
between the insurer and the insured, was introduced.
Important point is that fact that all independent
experts have to be certified by the Ministry of
Agriculture and have the corresponding certificate
which validity period makes five years. For today the
given system of damage assessment is well positively
proved with both insurance companies and
agricultural producers being happ.y.
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Fig. 2. The Ratio of the Area of the Insured Output Yield of the Agricultural Crops, Planting of the Perennial Crops with the
State Support and the Total Sown (Planted) Area of the Agricultural Crops in 2008-2012, min. hec.
Puc. 2. CooTHOIIIEHNE MIOMIAAN 3aCTPAXOBAHHBIX YPOXKasi CEIbCKOXO3SIMCTBEHHBIX KYJIbTYP, MOCAT0K MHOTOJIETHUX
HaCaKACHUH ¢ TOCYIapCTBEHHOM MOJAEPKKOM 1 001l TOCeBHOM (TT0CaI0uHON) MIIONIAIH CETbCKOX03HCTBEHHBIX KYIBTYD B
2008-2012 r.r., MjH. ra

In general concerning the indicator of the
volumes of the insured cultivated area there is multi-
directional dynamics in recent years. So it reached
the greatest value in absolute and relative expression
in 2011 (14.2 million hectares and 20.1%
respectively), and minimum in 2010 (8.3 million
hectares and 13%). Level of the insured areas from

the total area of landings averaged during the period
from 2009 to 2013 about 17-18% that, certainly, is a
drop in the ocean. According to the State program of
agricultural industry development and regulation of
the agricultural production, raw materials and food
markets on 2008-2012, in 2010 this indicator had to
show35%, and in 2012 to make already 40%.
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Respectively essential lag at the actual rates of agro-
insurance development in the field of plant growing
from declared is visible.

Co cTopoHBI
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On behalf of the insurer:

In our opinion, this situation became possible
as a result of certain miscalculations from the state in
the field of agricultural policy realization
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Under Fig:

On behalf of the insured:

The financial difficulties for a large number of farms

Large volume of reinsurance

Instahility and insufficiency of means for state support implementation

High labor input of assessment and analysis of risk insurance

Lack of expertassessment technicue and alsence of thorough investigation of

some aspects of expert work and involverment

Imbalance of tariffs

Unjustified cost of product

Fig. 3. The Main Problems of Development of the Agricultural Insurance in Russia
Puc. 3. Ocnoguvie npobremvl pazgumus acpocmpaxosanusi 6 Poccuu

In particular it is worth noticing that the funds of
the federal budget allocated for state support of agro-
insurance before crisis of 2008 were enough
approximately for 25% of cultivated areas that
obviously was insufficient for performance of the
state program purposes. However according to the

anti-recessionary measures taken by the Government,
the volume of the allocated funds in 2009 was
significantly reduced that compelled a number of
regions to refuse in general subsidizing of insurance
premium, and many other subjects to reduce state
help volumes. As a result of it in 2010 the share of
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the insured cultivated areas fell almost to 30%. Lack
of system approach and stability in assignment for
subsidizing of agro-insurance does not allow
landowners to be confident in full implementation of
obligations under this program by the state, and, as
we know, mistrust in business is an important factor
of potential failure.

Conclusion. According to many experts, other
essential defect is lack of a uniform expert
assessment technique. Certainly, this fact has rather
serious impact on basic element of insurance — the
risk assessment. We believe that besides
methodological base it is necessary to create the
uniform base of statistical data uniting agro-hydro-
meteorological data, data on history and volumes of
agricultural  production and other important
components.

Mistrust of agricultural producers to results of
independent examination is a consequence of the
above mentioned problem. Additional complexity is
that by legislation the insurance company, but not the
insurer, is engaged in involvement of the expert. In
this regard insurance companies for the purpose of
understating the damage assessment do not shun
implementation of various "semi-lawful" schemes
that, naturally, does not add popularity to agricultural
insurance.

Insurance companies also have difficulties
during the work in this branch. First of all it is
connected with high risk-taking of this type of
insurance and, respectively, large volume of
reinsurance and reserves that makes this market not
very attractive to insurers. It is directly reflected in
number of the insurance companies operating in
agro-insurance with state support. So according to the
Ministry of Agriculture, the number of the companies
which signed the pro-subsidized contracts with
agricultural producers decreased from 64 in 2009 to
42 in 2013.

Also increased difficulties are caused by the
high labor input of assessment and analysis of
insurance risks connected with need of tracking and
supervision over all stages of ripening and cultivation
of agricultural cultures and animals.

Certainly, such situation cannot but be reflected
in insurance tariffs. According to many insurers,
insurance tariffs are overestimated. However

insurance companies have other opinion in this
respect, for them this type of insurance is high-risk
and high-unprofitable.

Important problem is also lack of uniform
approach to insurance tariff formation. In the light of
it, the cost of the same contract in the different
companies can significantly differ. Moreover, it
leaves a mark on high regional differentiation of
tariffs that is a factor of essential distinctions of
insurance cost even in adjacent regions.

Besides all above-mentioned, despite the work
which is carried out by the state on financial
improvement of agricultural producers, the situation
with financial position of the enterprises in branch
remains rather difficult. In such conditions one of the
first points by optimization of expenses is insurance,
even despite subsidizing of insurance premium by the
state.

In our opinion, this problem is key not only at
the level of agro-insurance, but also at the level of
agricultural industry support in general. Only real
financial improvement can bring our agricultural
industry to new level.

In recent years in the field of agro-insurance
large-scale work which yielded certain results was
carried out. However it is also necessary to note that
the market of agricultural insurance in our country
was not created completely owing to certain defects
of the legislation and miscalculations of the agrarian
policy which is carried out by the state.
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Abstract

The analysis of methodological problems of an assessment of the social projects’ efficiency is
presented in the article. The authors come to the conclusions that one of the most essential
problems is that of identification, ranging and analysis of the social effects. The solution of this
problem is connected with the introduction of the long-term administrative thinking, search of
indicators for the assessment of progress, its driving forces and obstacles, research of a wide
range of the social initiatives and results.

The problem of a quantitative assessment and its justification demands the obligatory accounting
of a context of the realized social project, attraction of a wide range of the interested participants
of process (researchers, program specialists, experts), formation of the mechanisms of feedback
with the beneficiaries and donors of the social project.
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AHHOTAUA

B crartee mpencraBieH aHANUW3 METOJOJOTHYECKHX TpobieM oleHKH 3(h(EKTUBHOCTH
COMaJIbHBIX MPOCKTOB. C)IeﬂaHI)I BBIBOJBbI, YTO OHHOI7[ U3 Hanboee CYIECTBEHHBIX ABJISACTCA
npodiemMa WACHTH(OUKAINH, PAaHXUPOBAaHHUA W aHaIW3a COLMAIBHBIX 3(¢exToB. Paspemenue
3TOH NpoOIEMBI CBSI3aHO C BHEIPEHUEM JIOJTOCPOYHOTO YIPABICHYECKOTO MBIIIICHHUS, TOUCKOM
nokaszarerned JUisi OIICHKH Iporpecca, €ro JBIXKYIIMX CHJI W NPENSTCTBUH, HCCIeJoOBaHHEM
LIMPOKOTO CHEKTPa COLMANBHBIX HHUIIMATHB U PE3yJIbTaTOB.

[Ipobnema KOTMUECTBEHHON OLEHKH U ee 000CHOBaHMS TpeOyeT 0053aTEILHOTO yueTa KOHTEKCTa
pearn3yeMoro COIHMaIbHOTO TPOEKTa, MPUBJICYCHUS HIMPOKOTO Kpyra 3anHTEePECOBAHHBIX
YYaCTHHKOB  Tporecca  (WMcciiepoBaTeield, MPOrpaMMHBIX  CIIEIHATCTOB,  OKCIEPTOB),
(hopMHpOBaHUsI MEXaHU3MOB OOPAaTHOM CBSI3M C OJArornoay4yaTelasiMd M JOHOPaMH COLMAIBHOTO
MPOEKTA.

KioueBbie ca0Ba: CONMANbHBIA MPOEKT, 3PPEKTUBHOCT, COIHATBHBIE 3PQEKTHI, aKTOPBI
COLMANIbHBIX POEKTOB.

Introduction.  Change,  expansion  and

development of social practices, emergence of new
technologies in social sphere, and also the growing
requirements to efficiency of state programs for
infrastructure, ecological, educational and public

health orientation cause need of the methodological
apparatus development for adoption of reasonable
administrative decisions in the social sphere.
Currently a considerable number of the works
devoted to researches of social programs and projects
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assessment methods appear in domestic and foreign
literature [5, 14, 16, 20, 21, 22, 28, 29]. In spite of
the fact that instrumental approaches to the solution
of problems in the field of efficiency assessment for
social projects are a constant research object, in
scientific community there are no standard universal
mechanisms of efficiency assessment for decisions in
this sphere [31].

First of all, vital methodological issues are, in
our opinion, identification, analysis and assessment
of various, mechanisms of influence and terms of
manifestation of the social effects connected with
implementation of specific social projects by
properties.

The methodological problem of effects
identification from implementation of the social project,
in turn, is connected with definition of the indicators
system or effects connecting the purposes and results of
the project. It is one of the most difficult and significant
stages of design planning process.

Essential element of social effects identification
is their classification. When determining effect from
the social project it is necessary to distinguish its
direct and indirect, universal and specific, positive
and negative types. The direct type is understood as
the effect which is directly connected with
implementation of the social project, with
achievement of its specific goals. Indirect effect
arises owing to development of the external processes
initiated by the social project. Often it is very
difficult to estimate such effect quantitatively. The
universal effect is the effect arising at implementation
practically of any social project (improvement of life
quality, change of social climate, etc.) and specific is
caused by features of the specific social project,
project scales, features of the countries and regions in
the territory on which the project is realized. Besides,
it is impossible to estimate such project, as causing
only positive effects. Modern researches show that
negative effects, such as decrease in motivation,
increase in the taxation and protest moods quite often
accompany implementation of social projects [10].

Main Part. Methodological approaches to the
social projects efficiency assessment

The analysis of effects assumes profound
classification depending on scales, purposes, and
direction of social projects. So, the analysis of the
social projects at the moment supported by Agency
of strategic initiatives and Our Future fund [18]
shows that social effect of these projects can be
devided into five classes conditionally:

1. Creation of workplaces for the social and
unprotected citizens (employment of disabled people,
mothers having many children, etc.).

2. Adaptation into society the actually or
potentially asocial citizens (adaptation of addicts,
children from orphanages, etc.).

3. Improvement of social conditions in the
region (creation of children's interest groups, pools,
hospitals with preferential prices, programs of
motherhood and childhood support, etc.).

4. Rehabilitation of disabled people (creation of
conditions for normal activity of disabled people,
programs of treatment of disabled people, inclusive
programs).

5. Improvement of the human capital quality in
the region (educational projects, cultural and
educational projects).

And this list, certainly, can be supplemented and
expanded, building classification in a foreshortening
of the maximum coverage of all social effects range.
It is important that it is necessary to pick up or
develop the technique, on one hand, providing
assessment for each class of effects' adequacy and
completeness, and, on the other hand, comparability
to other effects.

On analysis stage of social effects it is necessary
to carefully study starting conditions for target social
group, to reveal the alternative mechanisms allowing
to achieve goals, spending smaller quantity of
resources.

Classification of social effects can be
constructed on definition of beneficiaries groups as
well. Thus, C. Gonzales suggests to use concept
public benefit: the benefit due to which the project
can be realized for assessment of social projects [9].

F. Vanklya offers three essential principles
necessary to observe during identification and
analysis of social effects:

1) need of essence understanding and social
effect source;

2) definition as key indicator of social effect the
quality improvement, but not the level of living
improvement;

3) research and assessment of public opinion
[30].

The following "problem zone" of social projects
management is definition of social effects
quantitative characteristics, (including the influence
vector — positive and negative), shown at various
levels, in various temporary periods; integrated
assessment of efficiency.

At the high level of generalization it is possible
to say that the key purpose of the social project
consists in combination of economic efficiency
(economic effect), social justice (effect of justice)
and improvement of life quality for target social
groups (social effect). Thus in a general view, the
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problem of quantitative assessment of the social
project efficiency consists in assessment of each of
these effects and its integrated size.

Modern ways of social effects quantitative
assessment can be divided into three big groups:
comparative, indicative and indistinct-and-interval
methods. The first group is comparative methods in
which social, economic effects and effect of justice
are not shared, and are compared with expenses or
selling costs of the social project:

1) method of cost-benefit analysis (cost-benefit
analysis — CBA);

2) method of cost effectiveness analysis (cost
effectiveness analysis — CEA);

3) method of cost-utility analysis (cost-utility
analysis — CUA);

4) method of weighted cost -effectiveness
analysis (weighted cost effectiveness analysis —
WCEA);

5) method of hedonistic usefulness assessment.

From above-mentioned methods of efficiency
assessment for social projects the greatest distribution
was gained by a method of the expense and benefit
analysis (CBA) [4]. It consists in comparison of
benefits (the aggregated effects) estimated in terms of
money, and the made expenses. And depending on
the assessment purposes the method can be used in
two modifications. The first is an effect assessment
(true current benefits) in the short-term period:

NBst=B - C, (1),
where NBst stands for short-term net present
benefit;

B (benefits) — benefits (social effect) in the
current period,

C (costs) — expenses in the current period.

At the second modification the indicator of long-
term effect of the target program implementation is

estimated:
n
_ B —G
NBye = thgmdj‘tv (2)

where NBIt stands for long-term net present
benefit;

Bt (benefits) — benefits (social effect) in moment
of time t;

Ct (costs) — budget outlays in the moment of
time t;

d (discount rate) — discount rate [26].

This method can be applied in the case when
benefits reflecting direct effect from the social project
can be estimated in terms of money. Advantages of
the method are: the universality of expenses and
benefits indicators allowing to compare various

projects; opportunity to estimate long-term effect on
the basis of benefit indicators discounting.

Restrictions of this method are that in social
sector of benefit it is difficult to estimate in value
terms, and, costs for collection of information can be
unfairly high. Besides, social effects have to be
estimated from a position of all society, but not
separate social group, i.e. it is necessary to take both
positive, and negative components of outer effects
into account.

Use of the expense and productivity analysis
method (CEA), assumes an assessment of ratio of
expenses and result, the aggregated benefit from the
project. Benefit from the project is estimated not in
terms of money, but in physical units. In fact, the
productivity gain is calculated. It does not allow to
compare benefit directly to costs of the project
implementation. Therefore the conditional cost of
effect unit as the relation of expense volume to the
extent of the created social effect is calculated.
Works are devoted to comparison of the CBA and
CEA methods written by P. Dolan, J. Lezurin, M.
Levin, B. Hansen, L. Jacobson [13, 15]. In modern
literature even more often the CEA method is
considered as the most universal and attractive
approach from the practical point of view. The main
advantage of this tool is that rather simple idea is its
cornerstone and thus results of the analysis are easily
interpreted.

Generally when using the CEA method the
result is expressed in incremental sizes. Therefore it
is accepted to call a classical method of expense and
productivity incremental (ICEA — incremental cost-
effectiveness analysis) [17]:

AC
ICER ===
AE @)

where ICER stands for incremental cost-
effectiveness ratio);

AC - gain of expenses as a result of
interventions;

AE productivity gain (social effect) as a result
of interventions.

The value of ICER indicator is lower, the less
expenses are connected with achievement of a certain
level of productivity and therefore, the considered
option of social changes is more effective [27]. As
researches of various authors showed, as top limit the
level of values of this assessment it is possible to take
the indicator of WTP (willingness-to-pay) reflecting
tendency of the subject making financial decisions to
pay for the considered social project.

Essential restrictions of the method are:
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— assumption of linear nature of expenses on
productivity dependence;

— comparison of social parameters, various by
nature;

— complexity of the expenses and effects
accounting during various periods of time;

— complexity of outer effects influence
assessment on result;

— high degree of result sensitivity to a choice of

indicator characterizing social effect.
The term "analysis of expenses and usefulness"
is used in V. Goel and A. Detski's works, by C.
Gerard, J. Torrens [6, 7, 8]. The method of the
expenses and usefulness analysis (CUA) is based on
comparison of expenses in terms of money and the
benefits for concrete target group expressed in terms
of usefulness [24]. The method is most often applied
by consideration of budget outlays on health care.
The method is effectively wused in the
pharmacological economy studying a ratio between
expenses and efficiency, safety, life quality at
alternative schemes of disease treatment (prevention).
The way of usefulness measurement is specific and is
defined specifically for each project, for example, can
be expressed in terms of QALY (quality adjusted life
years) — number of the prolonged years of life. The
assessment of social projects implementation
expediency is made proceeding from the analysis of

C/U criterion:
CUA = c __ expenses . @)
U usefulness

Let us emphasize that unlike the method of

expenses and productivity, this method gives the
chance of aggregating effects in a usefulness
indicator. Despite this advantage, the restrictions
connected with linearity of approach and complexity
of uniform criterion choice for usefulness are also
applicable to this method.

When using a method of expenses and
weighed productivity analysis (weighted cost
effectiveness analysis — wCEA) it is offered to unite
different effects in uniform integrated effect and to
correlate them to the size of the spent resources. In
this case its conditional expression via the aggregated
indicator including various characteristics of

assessment object acts as social effect:
U

wCEA = T by (5)
where W; — i-effect weight;

E; - i-effect from project realization

Such approach demands determination of weight
or importance of a contribution of each characteristic
to the general result. In recommendations of the
World bank it is advised to define weight, based on
opinions of experts, the persons making decisions,
and views of society on the considered problem [12].
It should be noted that assignment of scales is one of
the most difficult and subjective moments when
carrying out the similar analysis. The method lifts
some limits in a choice of specific criteria for
assessment since means use a set of criteria, but
generates the organizational and information
restrictions connected with definition of their weight
characteristics.

The hedonistic method is based on use of
property value for assessment of public benefit. It is
meant that implementation of the social project
changes various characteristics and properties of
environment, thereby influences the property value as
well. The change in property price connected with
change of properties as a result of the project
implementation is considered a criterion or public
benefit assessment, and, therefore, efficiency of the
project [9].

Advantage of a method is that for obtaining the
expected values of different types of benefit there is
no need of carrying out the separate analysis of each
type — the property value increment acts as the
aggregated indicator.

The method assumes use of the developed
econometric model for which it is important to make
selection of property in and out of project zones, and
also to consider all properties of infrastructure (type
of land plot, the characteristic of property, existence
of services, etc.). The property price before
implementation of the project is offered to be
determined the next three ways: to question owners,
to consult experts, to use a property assessment for
taxation. It is obvious that this method of assessment
is more applicable for the large-scale state projects or
projects of public and private partnership aimed on
development of territories and the social sphere.

If comparison of indicators is the cornerstone of
comparative methods (the income and expenses,
usefulness and expenses, property value before
implementation of the project), collecting and
generalization of various indicators for removal of
the uniform aggregated effect assessment from
implementation of the social project is the
cornerstone of indicative approach. From our point
of view, most brightly interpret indicative approach:
efficiency assessment method on the basis of
indicators of population life quality and a method of

Cepuss OKOHOMMWYECKUE UCCIIEJOBAHUA
ECONOMIC RESEARCH Series



HAYYHBLIN
PE3YJIbTA

RESEARCH RESULT_

Yury 1. Treshchevsky, Maria B. Tabachnikova. Methodological problems of the assessment
efficiency of social projects // Cemesoll xcypHaa «Hayumbiii peysbmamn» 51
Cepus «IkoHOMuUeckue uccaedogarusi». — T.1, Ne4(6), 2015.

public welfare function assessment (social welfare
function).

Inclusion of indicators of life quality in
assessment of social programs efficiency is logical
and proved by several reasons. First, an ultimate goal
of the majority of the realized social programs is
improvement of the population life quality and this
criterion is put in a basis of making decisions on
social modernization. Secondly, indicators of life
quality not so significantly depend on value
judgment, personal relations and public conduct,
allowing to measure progress, being not always based
on personal assessment of consumers [31]. Thirdly,
the social effects having various nature, the purposes
and tasks of projects are often crossed or even
completely coincide with various indicators of the
population life quality.

Let us note that concept of life quality in itself is
a difficult, ambiguous and multi-layered phenomenon
which is defined by a wide range of indicators. Today
researchers allocate three types of life quality
indicators: objective, subjective and integrated [2,
27]. All three types of indicators, in our opinion, are
applicable in assessment of social projects efficiency
for the different directions, scales and spheres of
responsibility.

Objective indicators of life quality characterize
social structures of different level of community, they
are estimated through parameters of objective
conditions and processes of activity. Indisputable
advantage of objective indicators use for assessment
is possibility of their selection for statistical
collections and reports.

Subjective indicators of life quality are based
only on value judgment and mean inclusion in
research of questioning, polls, focus groups, and,
therefore, demand serious costs of the analysis and
information processing. A number of authors
consider it necessary to define life quality, measuring
degree of satisfaction of the population in the
following directions: health, level of income, family
happiness, housing conditions, level and quality of
education, peace of mind, independence and freedom,
respect of people around, employment securities,
quality of medical attendance, confidence in the
future, security from criminal encroachments,
ecological situation, peace and harmony in society,
leisure and rest, comfort of settlement, power,
religious beliefs [19]. Unlike objective, above-
mentioned indicators characterize more functional
requirements of individuals and degree of their
satisfaction that also is essential during assessment of
social projects.

The integrated way unites subjective and
objective indicators of life quality, expanding with
that, possibilities of indicators choice for social
projects. But, as well as any integrated method, it not
only expands a range of opportunities, but also
aggregates shortcomings and restrictions, the united
methods. Considering a wide range of purposes and
tasks of social projects, it is possible to say that
association of indicators of life quality in assessment
of efficiency is productive at careful selection of
indicators by certain criteria. The structure of such
criteria is given in work of M. Hagerty [11], the most
significant for assessment of social projects criteria
are generalized by A. Yemelyanov [31], which in
their structure: practical importance; possibility of
aggregation at various levels; reliability and validity
of components of an indicator; possibility of
decomposition of an indicator; objectivity of
reflection of the main categories of life quality;
potential measurability in objective and subjective
terms.

The main problem of indicators of life quality
method application in assessment of social projects
efficiency, from our point of view, is selection of
adequate selection of the subjective and objective
indicators characterizing concrete effects, both
flowing, and postponed in time.

Let us note also that in the majority of indicative
methods, after definition of a set of the indicators
characterizing effects of the social project and
corresponding to the above-named criteria there is a
problem of their integration into a uniform indicator
— an assessment of the social project. It is a serious
problem since indicators are qualitatively diverse and
characterize various components of the population
level of living which are difficult for uniting in a
uniform quantitative index.

In modern scientific literature two groups of the
methods allowing to integrate indicators are offered:
methods of rationing and methods of aggregation [2].
Methods of rationing are: method of linear scaling
and method of mark assessment. Rationing methods,
in our opinion, are suitable for the comparative
analysis, identification of preferences, creation of
ratings and acceptance on their basis of
administrative decisions on investment, prolongation,
implementation of the social project. We believe that
methods of rationing can also be used before
aggregation methods for receiving more uniform
indicators.

The method of linear scaling is based on
definition of reference points (the maximum and
minimum values of indicators). These values can be
presented by statistical data or expert opinion.
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Further for each indicator the norm on formulas if the
guantitative assessment of an indicator positively
influences social effect (life quality) is calculated,

N= Ud;nam' — Lnin) /(Lpax — Iminj. (6)

If the quantitative assessment is negatively
connected with social effect (for example, number of
the unemployed),

N=1- ((Ic}:am‘ - Imin]!(lmax - Imin])(7)

The method of linear scaling gives good base
for further aggregation (summation) of indicators
since they become more comparable, defining
situation between reference points.

In a method of mark assessment actual data
are estimated in points concerning any standards or
standards of indicators on the region, branch, similar
projects, etc. The formula of rationing for indicator is

calculated: I
N = 7 /Iﬂ . ®)

It is necessary to refer cost intensity, complexity
of justification and subjectivity of choice both
reference points, and reference indicators to
shortcomings of rationing methods.

Methods of aggregation are: simple summation
of indicators, calculation of arithmetic-mean value of
all indicators and calculation of the average value of
indicators, taking into account the scales specified by
experts. Methods of aggregation can be used

independently, as well as together with rationing
methods, for providing uniform assessment of the
social project efficiency.

At the heart of the following indicative method —
a method of an assessment of public welfare use of
universal approaches to identification of social
effects and generalization of several indicators lies.
Application of the method becomes possible in the
case when the list of actions, the purposes and tasks
of the social project are well structured and can be
defined in advance, besides, there is a number of
projects or programs from which it is necessary to
choose. The purpose of application of this method is
drawing up a rating of the project on an integrated
indicator which is estimated in the following
parameters:

— degree of the social project target group
priority;
— the importance degree of the direction on

condition improvement for a target group (the
purpose and tasks);

— degree of potential efficiency and adequacy
of the method used within the respective direction
[26]. All these indicators have to be estimated
guantitatively within each social project.

In the work by I. Shakina the SWF function
(public welfare) for each i project is offered to be
counted on a formula:

SWF; = X6 TGy (1 + Xye NKjie (1+ X3 MLy ), 9)

where SWF; — the size of function of public
welfare of i project; TGJ-— priority degree from a set j
target group of a set of K revealed in i project;
NK;y -importance ~ degree  k directions on
improvement of a state j target group of the set K

revealed in i project; MLm—potential efficiency and
adequacy of a method | within which the direction
from the great number of L revealed in i project.

Let us note that values of indicators can be both
positive, and negative.

It is necessary to carry a ready formula of
indicators integration and the accounting of the
project context to advantages of the method, but
essential restriction of its application is the complex
and uncommon development challenge of system
assessment of the project parameters: priority of
target groups, the importance of the directions on
improvement of their state, potential efficiency and
adequacy of the applied methods.

Application of indistinct and interval estimates
to efficiency of social projects assumes that there are
V=1{vl,v2,...,vn } —aset of social projects which
are subject to the multi-criteria analysis;

C={cl,s2,...,cm } —a set of quantitative and
qualitative criteria by which options are estimated;

B={bl, b2, ..., bk } — competence of estimates
of k - the experts who are carrying out expertize.

The problem of assessment consists in ordering
elements of a set of V by criteria from a set C taking
into account competence of experts. Such problem
definition is typical in the sphere of assessment for
projects and demands application of algebra for
indistinct sets. By analogy with application of algebra
for indistinct sets for the assessment of innovative
projects presented in works of the Kazan university
scientists [1], procedure of assessment of the social
project can be presented the following sequence:

— Use of preliminary expert examination for
elimination of obviously unpromising, inadequate
social projects.
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— Application of the analysis of hierarchies
method by T. Saati for decomposition of a multi-
criteria, complex challenge of efficiency assessment
for social projects on simpler components and
carrying out paired comparison of criteria [31].

— The analysis of criteria as indistinct sets
which are set on universal sets of options by means
of accessory function in the form of triangular or
trapezoid indistinct numbers.

- Ranging of options on the basis of indistinct
sets crossing - criteria which answer the scheme
Bellmana-Zade [32], known in the theory of
decision-making. At estimation of indicators experts
set the lower — pessimistic estimates and top —
optimistic ~ estimates. ~ Further  processing  of
indistinctly formulated opinions of experts is offered
to be carried out by dephazification, i.e. transfer to
correct quantitative estimates, and their further
processing in a dephazified look.

Let us note that use in assessment procedure of
algebra for indistinct sets allows to process a wide
range of expert estimates, to carry out the multi-
criteria analysis of social projects, using, including,
data and indicators of comparative and indicative
methods. It is necessary to carry the difficult
mathematical apparatus necessary for the description
of compatibility functions for linguistic variables,
attraction of a big number of experts and creation of
the system criteria adequate to social projects to
restrictions of the method application.

Conclusions. Summing up the result of the
carried-out analysis, it is possible to draw a
conclusion that as the most actual problems of an
assessment of social projects the following is
distinctly allocated.

Problem of identification, ranging and analysis
of social effects. Solution of this problem is
connected with introduction of the long-term
administrative thinking, search of indicators for an
assessment of progress, its driving forces and
obstacles, research of a wide range of social
initiatives and results.

The problem of a quantitative assessment and its
justification demands the obligatory accounting of a
context of the realized social project, attraction of a
wide range of the interested participants of process
(researchers, program experts, experts), formations of
feedback mechanisms with beneficiaries and donors
of the social project.
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Abstract

The article deals with the issues of elucidation of the essence of the category «modality» and
determination of its role in the research of the economic systems’ financial potential. The
necessity of the use of this category within the framework of a new science — potenciology is
substantiated. Specification of the classification features the managing system’s modality within
the framework of the science of potenciology is given. The process of origin of the modal
circulation effect at the study of the financial potential of the economic systems is grounded.
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CYIMHOCTbB KATEI'OPUM «MOJAJIBHOCTb» B UCCIIEJOBAHUN

®UHAHCOBOTI'O NOTEHIIAAJIA XO3AHCTBYIOINX CUCTEM

3amecturens npeacenarenss HUPC JouHYDT, xarmumaT SKOHOMHYECKUX HAYK, HOICHT Kadenpsl KOHTpoist u AX/]

JloHeuKuii HallMOHANIBHBIA YHUBEPCUTET SKOHOMHUKHU M TOProBiu uMeHu Muxaunna Tyran-bapanoBckoro
V. opca, 31, r. donernk, 83050. Grechinalra@i.ua

AHHOTAUA

Cratbst TOCBSIIIEHA BOIIPOCAM PACKPBITHS CYITHOCTH KaTeTOPUU «MOJAITBHOCTE» U ONPECIICHUS
€€ pOJIM B MCCIIeIOBaHUHU (PMHAHCOBOTO TOTEHIMANIA XO3SMMCTBYIOMMX crcTeM. OO0CHOBEIBaETCS
HEO00XOIMMOCTh MCIIOJIb30BAHUS TAHHOW KaTErOPHHM B paMKax HOBOW HAyKH — MOTEHI[MAJIOTHU.
Jana xapakTepucTHKa KIACCH(PUKAIMOHHBIM TPHU3HAKAM MOJAJIBHOCTH  XO3SHCTBYIOMIEH
CHUCTEMBI B paMKaX HayKu MoTeHImajaorud. (OOOCHOBaH MPOIECC BO3HUKHOBeHMs 3ddekra
MOJIaJIbHOT'O KPYTOBOPOTA MPH N3YYeHUH (PHMHAHCOBOTO MOTEHIIHATA XO3SHCTBYIOIIUX CHCTEM.
KiaroueBble cjioBa: (QUHAHCOBBIA ITOTCHIMAN, MOJAJIBHOCTh, IOTCHIIHAJIOTHS, TOTEHIIHS,

YHHUBEpPCAJIA, aJIbTCPHATUBA, BO3BMOKHOCTD, XOSHﬁCTBymH.[aH cucTeMma.

Introduction. Potential of financial and
economic development of the countries, republics,
regions, enterprises is one of the hottest topics for
discussion on international scientific and practical
platforms. Today, when the economy of many
countries, under the influence of world political
crisis, gradually slopes down into a deep depression,
questions of additional financing sources search
taking into account modality of relations between
participants of this process became especially timely.
In this regard, matters of financial potential research
of managing subjects are staticized. The problematic
research issues of the managing system potential
development which are brought up in article
(resource, personnel, investment, innovative, etc.) are
considered in works of the leading economists of
Russia, Ukraine and the CIS countries, such as:
I. Repina, A. Oleksyuk, A. Korenkov, V. Kotlova,
L. Revutsky. Questions of the potential general theory
forming were brought up in works of. Kleynera,

I. Otenko, E. Lapina, N. Krasnhokutskoy and many
others. We raised this problem in the context of
studying economic systems capacity in [10]. In [12]
need of new potentiology science emergence which can
become the base for different types research of the
enterprise potential development was proved. The
fundamentals of this science are made by the modal
relations of managing subjects. That is, change of
managing systems modality is the basis in research of
its potential within potentiology science. This approach
still remains relevant, especially considering financial
capacity of the enterprise (in our case of an economic
entity). The above updates a problem of profound
essence studying for the category "modality” in the
context of managing systems financial capacity
research.

The significant contribution to essence research of
the category "modality" from a position of philosophy,
logic, psychology, linguistics was introduced by such
scientists as: Aristotle [2], O. Ahmanova [1], S. Bully
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[3], V. Vinogradov [13], Y. Gadzhevskaya [7], V.
Gorpynich [9], M. Epstein [5], etc. At the same time,
questions of essence disclosure of the category
"modality” within potentiology science in researching
financial capacity of the managing systems remain
insufficiently studied.

The objective of this research consists in
systematization and synthesis of theoretical ideas on
the category "modality" essence in researching
manning systems financial capacity. The logic of
reasonings resulted in need of the following tasks
solution: to carry out theoretical analysis of the
category "modality" essence and to develop its
author's definition; to estimate degree of the category
"modality” use problem solution in researching
financial capacity of manning systems; to define
unresolved problems and to plan prospects of their
realization in the future.

The category "modality" allows to consider
multiple, “indistinct" modes of life and judgment:
possible and impossible, necessary and casual, all of
it cannot be reduced to judgments of truth and lie or
to the description of facts, examples, certificates [10,
p. 27]. Information provided in [4, 5, 8-14] allows to
draw a conclusion that the essence of category
"modality” is beyond philosophy and has
continuation in psychology, logic, linguistics, etc. In
economic sciences this category practically does not
find the application so far, despite [5]. Addressing
history of economic thought development, we will
note that Aristotle in [3] allocated three modal
concepts:  need,  opportunity and reality.
A. Ahmanova defines modality as the relation of the
statement essence towards reality and assessment of
this relation by the one who speaks [4]. Similar
definition of this category we see in works of
V. Vinogradov, Y. Gadzhevskoy and V. Gorpynich
in [5, 7, 13]; they claim that modal value expresses
the subject’s attitude towards reality. S. Bully for the
first time regarded modality as on object of the
linguistic description [3]. Within studying this
problem the most attractive work belongs to
M. Epstein who generalizes approaches to modalities
definition in different spheres of humanitarian
thinking and builds the theory of the possible, leaning
on the main modalities of life: reality, possible and
necessary. As the most powerful is allocated by a
"possible” modality [3].

That is, if we speak about the financial capacity
of manning systems from a modality position, extent
of its realization can be necessary, possible and real,
or valid and necessary in approach [15].

According to [14] modality is a set of relations and
actions logically described with a predicate "can
inclusion. Any conjunction "can be" with predicates and

a negative particle "no" does not allow to characterize
variety of known modalities and their ratio.

In Webster's dictionary modality is a
"qualification of logical judgments according to
which they differ as the claiming or disputable
opportunity, impossibility, accident or need of the
contents" [5]. This definition is tautological as it
contains logical circulation as the possible and the
necessary are often treated as modality.

M.N. Epstein in [5] provides own his definition:
"modality" is defined as: (1) such means of judgment
which (2) are characterized by predicate "can™, or in
connections with predicates "to be" (3) in an
independent form and "no™, (4) can be expressed both
as positive, and as negative (with particle "not"). In
other words, the code on which all variety of modal
messages is built, consists from: "can", "be", "no"
and "not".

The above allowed to come up with the author's
definition of the category "modality” as means of the
subject judgment (the owner, the management, the
independent expert, the analyst, the auditor, etc.)
about necessary, real or possible realization extent of
managing system financial capacity.

Results and Discussion. Considering the fact
that the managing system functions on the basis of
environmental science laws as it was already proved
in the previous researches [12], the following, more
profound definition of this category is also possible.

The modality of manning systems is means of
judgment of the subject (the owner, the management,
the independent expert, the analyst, the auditor, etc.)
about action quality of environmental science laws
(general, interacting processes and functional) in the
course of its possible potential development research.

In other words, change of the managing system
modality will give the answer about the necessary, real
or possible potential of its development. In this case
there is one more problem, namely interrelation
between judgments of the subject and condition of
research object. This interrelation belongs to category of
modality and is defined in so-called modal judgments
[4]. Modal judgments not simply object to something or
approve it, they provide an assessment of the managing
system objects condition and estimate its interrelation
with environment. That is, it is possible to say about the
managing system that it has a certain property (modal
judgment). So, it is possible to say about modality of the
managing system financial capacity that its state is
currently: necessary, real or possible. In this case we
receive modal judgments of different types subjects due
to so-called modal operators. The concept "modal
operators” belongs to modal logic in which there are
such sections: epistemology, deontic logic, logic of
action, logician of decision-making, logician of the
decision rejection, logician of granting advantage and so
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forth. — in each of those there are modalities. This fact
shows that modality has classification. On classification
of modalities see works of O. D. Getmanova
[8, p. 65 — 83] where the following are allocated:
logical; ontologic; epistemological; deontic; axiological
and temporary types of modalities. As the author notes,
each group of modalities includes three basic modal
concepts: necessary, casual and impossible. The second
is called the weak characteristic, the first and third,
respectively, strong positive and strong negative
characteristics. Sometimes as addition the fourth modal
concept of possible which can be used for definition of
association strong positive and neutral is entered.

More capaciously modality of the managing
system is possible to consider through a prism of the
classification signs discovered by M.N. Epstein in
philosophy of the possible. Its classification considers
all structural compound of the modality code: "can",
"be", "no" and "not".

The author "claims the concept "can™ to be the
general element of such modal categories as:
possible, necessary and casual (ontologic modalities)

and assumption, confidence and doubt
(epistemological modalities)" [6].

Being guided by the intrinsic content of the
offered category "modality"” definition the managing
system were distinguished by us from ontologic
modalities: necessary, real or possible extent of
financial potential realization, and partially
epistemological modalities were allocated funds of
subject judgment. Such approach allowed to modify
classification signs of modalities with emphasis on
financial capacity of the managing systems (fig. 1).

So, the consecutive combination of modal
categories from all possible predicate connections of
"can", "be", "no" and "not" allow:

1) to define specific property of the managing
system modality in quite capacious and at the same
time restrictive terms;

2) to correlate all modal categories of the
managing system by the minimum divergences
principle;

3) to accurately outline a circle of the managing
system modalities.
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Under Fig:

Classification of the managing system modality types

ontological epistemological

Necessary - “to be” Sureness - “T know”

possible

ontological epistemological

Real - “is” Doubt - “I do not know”

Necessary - “can be”

Assumption - “may know or may not
know”

Possible - “will be”

Possible - “can be”

Real - “is” Doubt - “may know or may not know”

Sureness - “cannot know”

Fig. 1. Classification of the modality types of the managing system in the study of its potential
Puc. 1. Knaccudukarys BUI0B MOJATLHOCTH XO3SHCTBYIOIICH CUCTEMBI [P PACCMOTPEHUH €€ MOTCHIIAIA

Besides, application of modality category
considering financial capacity of the managing
system gives opportunity to define not only prospects
of its growth, but also its decrease. Thus, a certain
modality may reveal:

— potentially, taking into account features of
certain subject actions and object behavior;

— possibly — as the external circumstances
characteristic, a case measure, quantitative chance of
implementation.

It is usually supposed that to one necessary
condition of the managing system a real state or the
much possible one corresponds.

But, there is also the return ratio: one
opportunity can be realized by different means, in
different elements of the managing system. So, many
manning systems (enterprises) can be profitable, or,
in other words, possibility of receiving profit on is
realized in various ways in each managing system.
Such inclusive opportunity which is realized in a set
the real managing systems, is called "universal.

Along with "universal" there are alternative or
exclusive opportunities when only one of
opportunities can be realized. These opportunities cut
possibility of any other opportunities realization.
Alternative opportunity assumes reduction of realities
in comparison with many opportunities of the
managing system whereas the potency-universal
provides enhancement of realities in comparison with
one opportunity. Such approach grants the right to
claim the existence of "extending" and "narrowed"
ways from possible to reality. Let us note that
development of the managing system is time-to-time
series of universal and alternative opportunities, that
is reduction of many opportunities to one reality and
increase in one opportunity in many realities. It is
possible to call such series of opportunities the effect
of the managing system modal circulation, passing
through  which opportunities are rarefied or
condensed and yield more or less relevance (fig. 2).

SbderT MmoaansHoo KpyroobopoTa X03AUCTBYOLLISH CUCTEMBI

MoTeHUuMA — yHUBEepcanua L

l BoamorHOCTL— anbTepHAaTUEA

BoamorHOCTE—an bTepHaTUBAa ‘J

Under Fig:

v

MoTeHUMA — YyHUBEpCanua

LR N N N N NN

Effect of the modal circulation of the managing system

Potency - Universal

Possibility - Alternative

Possibility - Alternative

Potency - Universal

Fig. 2. Effect of the modal circulation of the managing system
Puc. 2. DddexT MogambHOr0 KpyroBopora X03sHCTBYIONIEH CHCTEMBI
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So, the effect of modal circulation of the
managing system shows that change of modalities is
interfaced  with  quantitative  transition:  one
opportunity (universal) is realized variously, and
from a set of opportunities (alternatives) only one is
realized. Universal and alternative make two main
vectors of the managing system existence: condition
of objects and relation of subjects.

In [5, p. 208] attention is focused on the fact that
change of modalities is a basis of potency and is
carried out by potentsiation or "be-possibiliance".

Conclusion. Thus, disclosure of the category
"modality” essence in researching capacity of the
managing systems allowed to draw certain
conclusions and to receive results which are as
follows:

1) Consideration of the managing systems
financial capacity from position of modality gives
opportunity to accurately differentiate necessary, real
or possible extent of its realization;

2) It is proved that change of modalities, or
effect of modal circulation which is carried out by
potentsiation or "be-possibiliance”, is fundamentals
of potentiology science and is the cornerstone of the
managing systems financial capacity development.

Prospects of further researches in this direction
is profound studying of the categories "potentsiation"
and "be-possibiliance" as main driving forces of the
managing system modalities change.
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AHHOTaNUA

B craThe npoBeneH aHann3 3BOJIOLUH OCOOBIX PEKUMOB HHBeCcTHpOBaHUA B PecryOnuke Kpbim,
paccMOTpeHbI OCHOBHBIE yciioBHsl PpyHKIOHMpoBaHust CI3 Ha Tepputopun Pecnyomuku Kpbiwm,
BBISIBJICHBI TEHACHIIMY MHBECTHULIMOHHBIX MTPOLECCOB U UX MPOOJIEMBI.

KuaroueBble cji0Ba: WHBECTHIIMOHHBIN TPOIECC; OCOOBIA PEXKHM HWHBECTHPOBAHHS, CBOOOIHAsS

SKOHOMMYECKas 30Ha; PecrryOnnka Kpbim.

Introduction. In the territory of the Republic of
Crimea since 2015 the specific mode of investment
caused by coming into effect of the Federal law
"About development of the Crimean Federal District
and free economic zone in territories of the Republic
of Crimea and the Federal value city of Sebastopol"
[2, 3] started functioning.

The concept "free economic zone" (FEZ)
reflects various forms of economy liberalization
which priority directions historically changed within
the modern world [9, p.8]:

— when trade was a basis of international
economic relations it promoted development of duty-
free trade zones where conditions for high capital
turnover were created,;

— from the middle of the XX century joint
business caused FEZ creation which are carrying out
production activity, including export industrial zones;

— in connection with the financial capital role
increase in the international economic relations bank
zones and offshore centers where production is no
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longer on the first place, but commercial, financial
and insurance activity gained development;

— during an era of scientific and technical
progress there was a next FEZ generation which united
science and high-tech production — scientific and
technical zones, and in Japan the project of the third
millennium technopolis where an attempt to combine
strategy of economy intellectualization with national
cultural and historical traditions was made, is realized.

Problems of special economic zones functioning
were considered in works of many domestic and
foreign scientists, such as Tis D., Buckley P.,
Kaesong M., Johnson G., Uilyamson O., Hauzer X.,
Alpatova E. S., Vasilyev L. I, Volkova E. S.,
Bykasov D. S., Danko T. P., Zimenkov R. I.,
Kalinina L. E. Kulakov V. V., Nikitina M. Nikolova
L. V., Ovchinnikov S. G., Okrug Z. M, Petrunin V.
V., Rybakov A. [8]. At the same time, problems of
special economic zones functioning in Crimea
currently are covered insufficiently.

Relevance of this article is defined by the need
of attraction the additional investment for
modernization of the Republic of Crimea economy,
need for updating the infrastructure under conditions
of sanctions.

Research objective. The purpose of article is
defining prospects of specific investment mode in the
Republic of Crimea under conditions of sanctions
restrictions.

Results and Discussion. Functioning of
investment specific mode in Crimea began in 1992 with
adoption of law of Ukraine "About the general bases of
creation and functioning of special (free) economic
zones" on the basis of which the North Crimean

experimental economic zone "Sivash" was created and
situated in Krasnoperekopsk area of Autonomic
Republic of Crimea for a period of 5 years.

Further efficiency and appeal of special zones
functioning in Ukraine began to decrease, the
quantity of privileges came near to zero, free zones
were transformed to territories of priority
development. However, the status of the priority
development territory actually did not give any
privileges. In 2005 FEZ and TPD in Ukraine stopped
the actual existence under the terms of IMF.

The new round of special economic zones
development and investment activity in the Crimea
began in 2014.

Investment activity in the Republic of Crimea
(RC) in 2014 (only 21.5 billion rubles, 37% -
housing, 23% — buildings, except inhabited, 34% —
transport, cars and equipment) was defined by the
following factors (fig. 1) [1, p. 444]:

— Since 01.04.2014 registration of
organizations in the territory of RC according to the
legislation of the Russian Federation began;

— In August, 2014 the real estate re-registration
in the territory of RC according to the legislation of
the Russian Federation began;

— Many owners registered in Ukraine sold
property that was fixed by statistics as investments;

— The enterprises which earlier changed the
legal address to continental part, being physically in
RC were registered in the location;

— There was a legalization of the existing
assets.

2014, total RUR 21.5 billion

A

15%

23%

379 = Accomodation
Bulidings
® Constructions
= Equipments
Transports

Other

Source: complied by authors according to operational data of the Ministry of Economic Development of RC
Fig. 1. Structure of investment into fixed assets in the Republic of Crimea in 2014
Puc. 1. CtpykTypa HHBECTHIINHN B OCHOBHBIE cpencTBa B Peciyomuke Kpemv B 2014 romy
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In the first half of the year 2015 tendency
changed (the total amount of 6.67 billion rubles) — 56%
made investments into transport, cars and equipment.

Investment activity in 2015 was defined by
the beginning of FEZ functioning (fig. 2) [1, p. 445].

FEZ is created in all territory of the Republic
of Crimea and the federal value city of Sevastopol.

The term of FEZ functioning makes 25 years
(till December 31, 2039).

1/2 2015, total RUR 6.67 billion

2%

12%

56%

®m Accomodation

30%

Buildings and
Constructions

Equipments and
Transports

Other

Source: complied by authors according to operational data of the Ministry of Economic Development of RC
Fig. 2. Structure of investment into fixed assets in the Republic of Crimea in 1 half-year 2015
Puc. 2. CtpykTypa UHBECTUIIH B OCHOBHBIE cpeacTBa B Pecrybmuke Kpeim B 1 momyroanu 2015 roga

FEZ is created according to the Federal law of
the Russian Federation as of 29.11.2014 No. 377-FZ
"About development of the Crimean Federal District
and free economic zone in territories of the Republic
of Crimea and the federal value city of Sebastopol”.

FEZ provides a specific mode of entrepreneurial
implementation and other activity, and also
application of customs procedure of the free custom
enforcement area.

The specific mode of entrepreneurial
implementation and other activity in FEZ includes:

- features of  town-planning activity
implementation and land use in placement of the
objects necessary for realization by FEZ participants
of investment projects;

— specific mode of taxation;

— granting subsidies for expenses compensation
of FEZ participants, including costs of custom duties
payment, taxes and fees concerning goods (except
excisable goods) imported for use in construction,
equipment and hardware of the objects necessary for
investment projects implementation.

Also by Federal law are defined:

— order of customs procedure application of the
free custom enforcement area, commission of
customs operations concerning the aircrafts placed
under customs procedure of the free custom
enforcement area in the territory of FEZ;

— order of customs operations commission
concerning goods of the Customs Union transported
by air;

— features of the state control (supervision)
implementation in the territory of FEZ.

The provisions concerning procedure of town-
planning activity and land use in placement of the
objects necessary for investment projects realization
by FEZ participants will start being applied from
January 1, 2017.

The main preferences for investors are directed
on decrease in the tax burden, among them:

Reduction in the rate of corporate income tax:

— the federal budget — 0% for 10 years;

— the budget of Crimea — 2% in the first 3
years; — 6% - 4-8th years; — 13.5% — over 9th year.

Exemption from property tax — for 10 years.

Cepuss OKOHOMMWYECKUE UCCIIEJOBAHUA
ECONOMIC RESEARCH Series



HAYYHBLIN
PE3YJIbTA

RESEARCH RESULT_

Marina G. Nikitina, Ruslan V. Druzin, Dmitry B. Mirankov. Special regime investment Republic of
Crimea: conditions and perspectives // Cemesoll xcypHai «HayuHblii peysbmamy» 63
Cepust «3koHoMuYecKue uccaedoganusi». - T.1, Ne4(6), 2015.

The wuse of the accelerated depreciation
concerning in respect of its depreciable assets by a
factor of 2.

Release from payment of the land tax by the
organizations - participants of FEZ concerning the
land plots located in the territory of FEZ and used for
implementation of the contract on implementation of
activity in FEZ for 3 years starting the month of
ownership right signing on each land plot.

Reduce rates of insurance premiums — 7.6%,
including:

— Pension Fund of the Russian Federation — 6%,

— Social Insurance Fund of the Russian
Federation — 1.5%,

— Federal Compulsory Health Insurance Fund —
0.1%.

Participants of FEZ have no right to carry out
activity in the sphere of natural resources use for
exploration and production of minerals, development
of continental shelf fields of the Russian Federation.

The potential participant of FEZ has to be
registered in the territory of the Republic of Crimea,
be on tax accounting in taxing authority, and have the

investment declaration conforming to the established
requirements.

The volume of capital investments on projects in
the first 3 years from the date of the contract
conclusion on activity conditions in FEZ has to make
no less than:

— 3 million rubles — for subjects of small and
medium business;

— 30 million rubles — for other persons.

The federal organ of the executive authority
authorized by the Government of the Russian
Federation appointed the Ministry of the Russian
Federation for the Crimea. Before its abolition 48
certificates on participation were granted. In August-
September, 2015 certificates of participants
temporarily were not granted, in October the number
of participants increased to 190.

Within the created Council for improvement of
investment climate 335 demands for 710 billion
rubles are considered, but contracts for rent of
earth/property was concluded only 4 on 17.8 billion
rubles. (table 1-2).

Table 1

Structure of appeals to the Council on the improvement of the investment climate
Tabauya 1
Ctpykrypa odpamenuii B CoBeT 10 yJy4YllleHHI0 HHBECTHIIHOHHOI0 KJIMMAaTa

Request category Project number Sum of investments, billion rubles.
Total, including: 335 709.86
/At stage of the Demand coordination 251 620.33
/At stage of the Agreement preparation 84 89.521
Projects on which Agreements are ready to
signing 6 1.585
Projects on which there is a necessary
package of documents, the draft agreement 32 26.471
at a completion stage
Projects on which there is a process of
documents preparation for the Agreement 46 61.465

Source: compiled by the authors according to the operational data of the Ministry of economic development of RC.

Table 2
Structure of the Considered Appeals to the Council on the Improvement of the Investment Climate
Tabauya 2
CTpyKTypa paccMOTpeHHbIX o0pameHuii B CoBeT N0 yJy4yllleHUI0 HHBECTULHOHHOI0 KJIUMAaTa

Economy sphere Project number Sum, billion rubles.
Total signed Agreements 40 47 billion 060 million rubles.

Lease contracts signed 4 (MTPA - Simferopol, Crimean rod
- Feodosiya, KRYMTETS —
Simferopol, the Crimea Shuz -
Yevpatoria)

17 billion 766 million rubles.

Additional agreements signed 1 In preparation 5
Industry 8 2.277
Construction 2 0.85
[Tourism 6 0.867
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Economy sphere Project number Sum, billion rubles.
TEK 38.698
Farming 7 4.084
Fishing 2 0.016
Sports 2 0.19
Ecology 1 0.073

Source: complied by authors according to operational data of the Ministry of Economic Development of RC.

Conclusion. The carried-out analysis allowed to
reveal the following problems:

— Registration of land associated with the lack
of cadastral passports on land plots with possible
counteraction of local authorities, the overestimated
rental rates on a number of RC regions;

— Relationship with local authorities, connected
with problems of decision-making (responsibility),
existence of local elite which interests can clash with
the interests of investors;

— No actual funds have a certain percentage of
investors that can be revealed only after 01.04.2016 —
the period of giving the first report on FEZ activity;

— Participants” knowledge which is manifested
in the lack of experience, competence for FEZ
activity among potential investors and government
officials;

— Various interests of participants not always
coinciding with declared which overcoming demands
considerable material and temporary resources.

The solution of the designated problems is
possible on the basis of "bottlenecks” identification
after an operating time of experiment on work with
the first investors that will allow to increase inflow of
investments into the Republic of Crimea and to
modernize economy and a social infrastructure of the
region.

Further authors plan to develop indicators of
investments into FEZ efficiency on the basis of the
approved and realized investment projects analysis
that will allow to accelerate decision-making by
Council for improvement of investment RC climate
and to increase quality of the investment projects
realized within this FEZ.
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