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THE STATUS OF NORTHERN IRELAND AFTER BREXIT:
PROBABLE MODELS

SERHII RUDKO

Abstract. The article highlights one of the main issues related to the UK’s withdrawal from the
European Union, Northern Ireland’s new status, in particular, the status of the border between NI
and the Republic of Ireland. It has been an “apple of discord” from the first stage and during the
last stage of the Brexit negotiations. The future “hard” or “soft” Irish-British border is not a
problem in the negotiations between the United Kingdom and the European Union only, but is
also a serious domestic political challenge for Theresa May’s government. The article explains
possible models of the future status of Northern Ireland. The most probable solutions are: a
“reverse Greenland”, a “reverse Cyprus” and a “German version”.

Following the Good Friday Agreement of 1998, the EU invested heavily in supporting border
communities for the development of small business and industry, which improved the economic
situation in the area of the former conflict and facilitated border dialogue. However, it led to the
fact that many enterprises were oriented towards the EU market or border trade. The article
concludes that the “reverse Greenland” model would enable Northern Ireland to remain in the
single market and customs union apart from the rest of Great Britain, which would prevent the
establishment of a tight boundary between both Irelands. The author outlined the possible
implications of the “reverse Cyprus” model, which suggests that the United Kingdom would
technically remain a part of the EU, and that the EU’s legislation would be suspended only on its
separate parts (that is, Wales and England). The researcher emphasizes that the “German version”
could be applied in the case of future reunification of both Irelands, then Northern Ireland would
remain a part of the EU until its new status on the referendum have been resolved.

The article summarized that no examples above provide a precise analogy, since Brexit is
unprecedented event. The most likely models of the Northern Ireland’s future are the “reverse
Greenland” and the “reverse Cyprus”.

Keywords: Brexit, models, the British-Irish border, border control, custom union, single market.

1. INTRODUCTION

The results of the referendum on Brexit on June 23, 2016, provoked a series of the unprecedented
events. England (53.4%) and Wales (52.5%) supported Brexit. Northern Ireland (55.8%) and Scotland
(62%), in contrast, voted against Brexit [1]. These results exposed the fault lines between the parts of the
United Kingdom once more. Both Scotland and Northern Ireland voted to remain. The several factors
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had an impact on it. Brexit is particularly problematic for Northern Ireland, which is closely linked to
the Republic of Ireland, and for which it has strong economic and political difficulties.

The United Kingdom seeks to avoid any physical infrastructure on the Irish border, although
Northern Ireland will be a member of the EU after Brexit. Britain and Ireland have repeatedly stated
their reluctance to establish border control. However, the situation is tricky due to the fact that London
intends to leave the customs union. Thus, the problem of the British-Irish border has become a key one
at Brexit, especially on its first stage.

The United Kingdom and the EU are required to protect and support the progress of various
institutions established under the Trustee Agreement of 1998. For the United Kingdom, it is important
that there is no regulatory divergence from the rules of the single market and the customs union that
the future North-South cooperation may need. If the Good Friday Agreement was violated, Britain
would be forced to pay the high political price for an unsuccessful peace process. Therefore, it is
necessary to consider the future situation of Northern Ireland as a part of the United Kingdom and, at
the same time, its possible membership in the EU. The purpose of the article is to analyze the future
status of Northern Ireland after Brexit.

The problem of relations between Ireland and Northern Ireland during and after Brexit is the object
of analyses by Ukrainian researchers, such as Vladislav Kudryk and Serhii Rudko. Some aspects are
covered in the world media publications (BBC News, the Guardian, Independent, Belfast Telegraph, Irish
Times) by Caoilfhionn Gallagher, Elin Hofverberg, Carolyn Quinn, Jennifer Rankin, Denis Staunton, Pat
Leahy, Jon Stone, Joe Watts, at al.

2. RESULTS

In January 2017, in the speech on UK’s withdrawal Teresa May outlined the key tasks the British
government would work on. She talked about a confident and controlled withdrawal from the EU
without legal problems but with the maintaining of the Common Travel Area in common with Ireland.
The tasks are also an immigration control and ensuring the rights of both the EU citizens in the UK and
the British in the EU. May gave special importance to a participation in the single market through a
comprehensive free trade agreement, signing the new trade agreements, and continuation of a
cooperation with the EU in the field of security [2].

The first stage of the negotiations on the withdrawal of the United Kingdom from the EU lasted
from June 19 to December 15, 2017. London hoped to prioritize financial issues, but Brussels wanted to
solve other problems firstly. Northern Ireland’s issue was a sharp one [3].

Northern Ireland has a specific state situation during and after Brexit. It is the only part of the UK
with a land border with an EU-member state with almost no physical infrastructure. A significant
integration of cross-border markets and the Common Travel Area for the citizens of the UK and Ireland
for a free movement are also the arguments to be proved. Besides, the citizens of Northern Ireland are
eligible for having both British and Irish passports. There is a special status of international law in the
coverage of the Good Friday Agreement, which is crucial in supporting the peace process.

If the UK left the Customs Union and the single market, the EU would insist on tighter border
controls. As a result, the contradictions between supporters and opponents of the idea of a united
Ireland could again spill over in Northern Ireland. To save the peace process the technological
migration control without the border crossing points could be applied. However, it is difficult to say
whether this would not lead to a political crisis or even to the security crisis in Northern Ireland [4].

Even if there were the conclusion of a comprehensive agreement with the EU and the application of
Brexit's “soft plan” for further participation in the single market, the regime for crossing the border
between Ireland and the UK would require new solutions as it has long been open due to the presence
of both states in the EU [5]. The European Parliament stressed that the circumstances on the Ireland
Island are unique and should be considered “in full compliance with the Good Friday Agreement,
aligned with the areas of cooperation and legislation of the European Union to ensure the continuity
and stability of the peace process in Northern Ireland” [6].
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Based on the examples in the history of the EU, we distinguish three possible models of the future
of Northern Ireland after Brexit. They are: a “reverse Greenland”, a “reverse Cyprus”, and a “German
version”.

The “reverse Greenland” model allows Northern Ireland to remain in the single market and the
customs union separately from the rest of Great Britain. This alternative is referred to in paragraph 8 of
the European Parliament resolution on October 3 2017 [6].

The case of the Kingdom of Denmark is a good example for Great Britain. It shows how a sovereign
state contains territories with different formal and practical status of interaction with the EU. The
similar points are in the UK [7].

The scholars offered the “reverse Greenland” model right after the referendum on June 23, 2016. Its
gist is that only the separate parts of Great Britain will leave the EU, not the entire country. This is not a
fantastic and an unrealistic possibility. There are currently 25 so-called Overseas Countries and
Territories (OCTs) of the EU member states that are not the parts of the Union but are the parts of the
member states.

In 1972, Greenland as a part of Denmark joined the European Economic Community. In 1979, the
island received more sovereignty and, in 1982, voted for withdrawal from the EEC on the national
referendum. In 1985, Greenland left the EEC and received the status of the Overseas Country and
Territory.

Thereafter, Greenland and the EEC revised the fishing agreements. The states-members of the EEC
got the same access to Greenland’s territorial waters as when Greenland was the part of the
Community. Greenland got duty-free access to the Community fishing market as a payment. The island
also received the EU funding in addition to Denmark’s financing [8]. Nowadays the Programming
Document for Sustainable Development of Greenland provides granting Greenland estimated EUR
233.6 million for four years. The Fisheries Partnership Agreement concluded between the EU and
Greenland covers the period up to 2020 [9].

Since 1923, a single migration zone has existed between Ireland and the United Kingdom. The
length of the border between the Republic of Ireland and Northern Ireland is about 500 kilometers [10].
Many people cross the border freely for tourism purposes, shopping, and even on the way to work [11].
To prevent the problems in future Northern Ireland might remain in the single market and the customs
union while the United Kingdom will leave it [12]. The EU agents and the Irish PM think that the only
way to prevent a tight border between the two Irish states is the UK withdrawal from the single market
and the customs union [13].

In August 2017, Teresa May announced she would like to maintain a transparent border “without
hindrance” in the form of customs and border posts. The EU’s main negotiator, Michel Barnier, said
that trade relations with non-EU countries provide barriers. Donald Tusk, the President of the
European Council, said if London’s offer was contradicting the interests of Ireland, it would be
unacceptable for the whole of the EU [14].

When the “reverse Greenland” model was applied, Northern Ireland apart from the United
Kingdom would retain the following: the membership in the customs union and the single market, free
movement of people and goods on the Ireland Island, the open non-physical land border between
Ireland and Northern Ireland. The EU border with customs and inspections would operate in the Irish
Sea between Great Britain and Northern Ireland.

As in Greenland’s case, the exit of the part of the UK from the EU has to be made in an agreement
between the United Kingdom and the EU. It is likely that the Free Trade Agreement between the
United Kingdom and the EU and/or between Ireland and the United Kingdom would be important for
facilitating trade through the Irish Sea. This option would allow avoiding a tight land border within the
United Kingdom but practically it could have an impact on the status of Scotland [15, p. 59].

The “reverse Cyprus” model implies the United Kingdom remains in the single market and the
customs union. This is the first result mentioned in paragraph 8 of the European Parliament resolution
on October 3 [6]. The rest of the United Kingdom could halt the acquis while promoting the movement
of people and goods within the UK.
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This model is similar to the one in Cyprus. Cyprus is a member state of the EU but in the
uncontrollable by the government part of its territory, the work of the Community has suspended.
European Council’s resolution 866/2004 determining people and goods that could cross the actual
border within Cyprus is called the “Green Line”. Herewith the actual border is not the external border
of the EU [16].

Due to this model, the UK would technically remain a part of the EU. The EU general legislation
would be suspended only onto its separate parts, i.e. England and Wales. Northern Ireland would
remain a part of the single market and the customs union, which would facilitate the free movement of
people and goods on the Ireland Island. An open non-physical land border between Ireland and
Northern Ireland would allow working within the Common Travel Area freely. Subsequently, the
movement of people and goods within the United Kingdom could be agreed upon by domestic law or
determined by the European Council without the introduction of a common EU tariff for exports and
imports. A free trade agreement between the EU and the United Kingdom could also help to move
goods.

An introduction of the “reverse Cyprus” model would de facto create a customs border (not the
EU’s external border) in the Irish Sea and, perhaps, the land border between England and Scotland. On
the example of Cyprus, its the government-controlled part remains under the law of the EU and is
responsible for policing work and personal data checks at the border. The police surveillance at the
Irish Sea border would likely divide between the Northern Ireland authorities in the west and the
British authorities in the east [15, p. 58].

The “German version” provides different ways to protect Northern Ireland from the negative
consequences of Brexit. Northern Ireland would remain a part of the EU until its future status was
resolved through a referendum, accompanied by a referendum in the Republic of Ireland. This is an
alternative to any of the models above but it would rely on a possible unification to save Northern
Ireland within the EU.

According to the former Prime Minister of Ireland Andy Kenny, it is time for the United Kingdom
to start preparing for a possible referendum on the unification of Ireland. He stated that if there were
the clear evidence that the majority of Northern Ireland would want to stay in the EU and leave the
United Kingdom, a referendum is needed. Kenny was supported by the party’s leader, Sinn Fein
Gerard Adams, who said Brexit had opened up new constitutional opportunities for Ireland. In his
opinion, there is “a great opportunity to achieve unity” in the context of the referendum [17].

According to the former British Prime Minister Tony Blair, the membership of the United Kingdom
and Ireland in the EU and the open border with Northern Ireland were fundamental things for the
Good Friday Agreement. It was signed by representatives of all the parties of the negotiations on April
10, 1998. The deal helped to put an end to the bloody clash of Catholics and Protestants, the opponents
and the supporters of the region’s independence from the United Kingdom. It implies London’s
rejection of direct government in the region and the transfer of power to local self-government bodies
created on a coalition basis [18, p. 99]. One of the points was about the creation of the ministry of the
North/South Ministerial Council for the establishment of cooperation between the Republic of Ireland
and Northern Ireland. The document also states, “The European Council recognizes that, according to
international law, the whole territory of the united Ireland may be a part of the European Union (in the
case of the Irish association)” [19].

In this regard, the prospect of introducing the so-called “hard” border after Brexit creates the
problems for stability. On BBC broadcaster on December 3, 2017, Tony Blair said, “If there is a tight
bound for the end, then obviously it will trigger tension. This does not mean that you need to abandon
the Good Friday Agreement, but it creates a real threat to it” [20].

On April 29, 2017, at the first Brexit summit, the 27 leaders of the EU member states unanimously
approved a statement stating that the “whole territory” of a united Ireland would become a part of the
EU in the event of a successful future referendum on unification, and that decision would “comply
with international law” [21]. This statement is intended to ensure the future accession of Northern
Ireland to the EU in the event of its reunification with Ireland.
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Some British politicians condemned this declaration, accusing the EU of trying to endanger the
future of the UK, using Northern Ireland as a pressure factor in the Brexit deal. The former secretary of
Northern Ireland, Owen Peterson, argued that the EU was interfering with problems that “were not
their affairs”. A British parliamentarian from the Tory, the co-chair of the British-Irish Parliamentary
Assembly Andrew Rosindell said, “The statement about the united Ireland is another funny blank
threat from the EU leaders who still cannot agree with the choice of British voters in the historic
referendum” [22].

The EU declaration does not look strange. It is based on the consent in jurisdictions of both
Northern Ireland and the Republic of Ireland and takes into account the provisions of the Good Friday
Agreement. The withdrawal agreement must reflect this and ensure the integration of Northern Ireland
back into the EU in the case of united Ireland.

The withdrawal agreement implies that in the case of future unification of Northern Ireland and
Ireland, Northern Ireland would be able to integrate into the EU without application of the Article 49 of
the Lisbon Treaty. This could be a similar way to the approach of the GDR, agreed in 1990, but on the
principle adopted in advance in the withdrawal agreement.

Of course, a transitional treaty will be possible, according to which Northern Ireland temporarily
remains a member of the EU for referendums on both sides. It would be legally possible for such a
procedure for Northern Ireland temporarily to remain a part of the EU, pending a referendum in an
uncertain future [15, p. 61-62].

However, a recent poll showed 62% of Northern Ireland residents would vote to remain in the UK,
only 22% favor union with Ireland. Asked if they voted in a referendum, if the price of the unification
of Ireland were EUR 9 billion per year, only a third of the respondents answered “yes”. One-third is
ready to vote sharply against, and the rest are not determined [23].

3. CONCLUSIONS

The Irish border problem remains the central one to Brexit. Its solution will be on the agenda right
up to Britain’s withdrawal from the EU. We have mentioned the “reverse Greenland” and the “reverse
Cyprus” models among the most probable forms of Northern Ireland’s future. It provides the presence
of the certain parts of a sovereign state in the single market and the EU customs union. In this case, the
UK’s border will de facto pass along the Irish Sea. Residents of Northern Ireland would be both British
and the EU citizens in any case, as they are eligible for the second Passport of the Republic of Ireland
which will remain a member of the EU.

No examples above provide a precise analogy since Brexit is an unprecedented event. All of them
relate to the certain parts of the states” withdrawal from or staying outside of the EU, but not an entire
country.
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Pyapko Cepriit. Craryc IliBHiuHOI Ipaanaii micas Brexit: moxxamsi mogeai. >Kypnar Ipuxapnamcokozo
ynisepcumemy imeti Bacurs Cmedanuxa, 5 (3-4) (2018), 9-15.

VY crarTi BUCBiTA€HO OJHe 3 TOAOBHMX IIMTaHb, IIOB's3aHMX i3 BuxodoM Beamxoi bpuranii 3
Cpomnericbkoro Corsy — Hosuit craryc IliBriunoi IpaaHnaii, 3okpema, cTaTyc KOpPAOHYy MiX HelO Ta
PecriyOaikoio Ipaanais. Came BiH cTaB s10AyKoM po3OpaTy Ha IepIIOMY eTalli i 3aAMINa€ThCs HUM Ha
OCTaHHBOMY etarri oorosopeHHs Brexit. [Ipo6aema maribyTHbOTO “>XKOpCcTKOro” um “m’sIkoro” ipAaHAChKO-
OpUTaHCBKOTO KOPAOHY € IIpo0AeMoi0 He ammre B mHepeMosmHax Crioayuenoro Kopoaiscrsa i
Cspornericbkoro Corosy, a ¥ cepilO3HUM BHYTPIiITHBOIMOAITUYHUM BUKAUKOM Aad ypsay Tepesu Meit. Y
KOHTEKCTIi IThOTO IMUTaHHs PO3KPUTO MOXAMUBI MoAeai MarOyTHboro crarycy IliBHiunoi Ipaanaii. 3asHaueHo,
IIJ0 HaOiABIN iIMOBIpHUMM pilllEHHSIMM MOXYTh Oyt “oOepHeHa I'penaaHaisn”, “obepuenuit Kinp” ado
“Himeribkmii BapianT”.

ITicaa Yroau Crpacnoi n'satHuii 1998 p. €C iHBecTyBaB 3HauHi KOIITH Y HiATPUMKY IIPUKOPAOHHIX
CIiABHOT i3 METOIO PO3BUTKY MaAoro OisHecy i IIpOMMCAOBOCTI, IO IMOKpPaIlA0 eKOHOMIYHY CUTYaIlilo B
30HI KOAMIITHBOTO KOH(PAIKTY Ta CHPNUAAO IPUKOPAOHHOMY Aiaaory. Aje Iie IIpuBeao A0 TOTO, IO Oararo
MigIIPUEMCTB Opi€HTyBaAmca came Ha puHOK €C 4u NpUKOPAOHHY TOPTiBAIO. ¥ CTarTi pe3loMOBaHO, IO
MoJeab “obepHeHoi I'penaangii” aactb MoxxamsicTh IliBHiunii Ipaanaii saaummurucs B €4MHOMY PMHKY i
MUTHOMY COIO3i OKpeMOo Big, pemrtu Beanxkoi bpuraHii, 1110 403B0AUTH 3a1100irTi BCTAHOBAEHHIO KOPCTKOTO
KOPJAOHY MiX ABOMa ipaaHAIsIMI. ABTOp OKpecAMB MOKAMBI HacAiagKu Mogeai “obepnenmii Kimp”, sxa
nepeadavae, mo CrnoayyeHe KopoaiBcTBo TexHiuHO 3aammmThbes yacTuHolO €C, a AisapHIiCTH 3araabHOTO
3aKOHOJABCTBa TOBapuUCTBa OyJe NIPU3YIMHEHO AMIle Ha OKpeMHX II JacTMHax (Halpukaad, Yeanci i1
Amraii). Jdocaignuk akieHTye Ha ToMy, mjo “Himenskmit BapiaHT” Mo>ke OyTM 3acTOCOBAHO Yy BUIIaAKY
MaitOyTHBOTO BO33’€4HaHH:A 000x Ipaanaii, a Ilisniuna Ipaanaia saanmmatimersest yactuHolo €C, rokn He
Oye BUpillleHO il HOBUII CTaTyC Ha pedepeHAyMi.

Y crarTi miacymoBaHO, IO >KOJeH i3 HaBeAeHUX BHUIIe IIpMKAaAiB He MOXKe 3abe3IednTy TOYHY
aHaJoriIo, OCcKiAbKM caM Brexit € OGesmpellegeHTHMM, a HalOiABII iMOBIpHUM MoOJeAsSMM MaliOyTHHOTO
ITisniunoi Ipaanaii BusHavyeHo BapianTi “obepHena I'penaanaisn” Ta “obepuennit Kinp”.

Karouosi caoBa: Brexit, Mogeai, ipaaHacbko-OpuTaHCHKUII KOPAOH, IPUKOPAOHHUIN KOHTPOAD,
MUTHNI COX03, €AVHII PUHOK.
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EXTERNAL FACTORS OF SYSTEM TRANSFORMATION IN
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Abstract. The author analyzed e a new perspective on democratization processes, by analyzing the
role of external dynamics in the transformation Poland. The academic research only recently
started to focus on the external factors, and the influenced agents were mainly the political elites
and institutions. The first part examines the theoretical foundations of transformation, a
combination of external and internal factors that have influenced the processes in Central and
Eastern Europe. For example, the model, presented by the researcher Edmund Wnuk-Lipinski
shows the sequence of five phases of transition from the old system to the new one in Poland. In
the next part, author describes “transformation through integration” and analyzes the effect of the
overlap of the systemic transformation process on accession processes. In conclusion, membership
in the EU is considered as an opportunity to further develop, the factor of increase foreign direct
investment and the choice of civilization for Polish society.

Keywords: transformation, accession to the EU, integration, “external factors of transformation”.

1. INTRODUCTION

The transformation period is particularly important for Poland and all of Europe. Thanks to the
changes taking place in Central and Eastern Europe, many nations have gained freedom, sovereignty
and, therefore the ability to shape the surrounding reality.

After the collapse of communism, East-Central European countries found themselves in differing
situations, especially in the economic, political, and social senses. The publicly circulated evaluation of
the Polish transformation has always been and still is much diversified. When communist rule
collapsed in 1989, Poland differed from the other Soviet Bloc countries in next major respects. The first
factor was the strong position of the Catholic Church, symbolized by the pontificate of John Paul II and
the communist authorities” conciliatory policy towards the clergy throughout the 1980s. The numerical
strength of the democratic opposition made for the next distinction. At the end of the 1980s more than
20,000 people were actively involved. The next difference was the scale of the economic crisis: it was
deeper than in the other Soviet Bloc countries and had been deteriorating steadily since the late
1970s [4].

Today it can be argued that there was, and is, no single model of change in post-communist East-
Central Europe. The course of change in fact depended, and still depends, on numerous internal and
external premises, e.g., countries’” own statehood traditions, democratic traditions, the quality of
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political elites, the ethnic composition of society, the political culture, relations with Western culture,
the level of civilizational development, etc. [6, p. 377].

As history shows, the system transformation took place according to a certain pattern, passing
subsequent stages. In particular, some researchers defined three types of processes, which contributed
to the systemic transformation in Poland, such as global tendencies; general changes in the former
communist bloc and changes specific to Polish processes [19, p. 37]. However, their “transformational
power”, understood as the ability to cause such changes, after which the old system loses the ability to
maintain a functional balance.

The aim of our study implies analysis of external factors of democratization in Central and Eastern
Europe, especial the impact of EU on the result of Polish transformation. Let us try answering the
following questions: What factors were contributed systemic transformation in the countries of Central
and Eastern Europe? Why is the European Union important for Poland, especially in the transformation
process? Europeanization or transformation, isn’t it true? What are the chances of EU membership for
Poland?

2. CONCEPTUAL UNDERSTANDING OF “EXTERNAL FACTORS OF TRANSFORMATION”

What does the term “transformation” mean? This concept relates to political transformations in
Latin America in the 1970s — 80s. Democratic transformation was viewed as a transition from
authoritarian rule toward democracy. Later on, the historical experience of many states in transition
that did not reach real democracy or even moved backwards enabled political scientists to review the
concept of democratic transition and broaden it by adding a new necessary condition — democratic
consolidation. So transformation means “(...) the transition from a centrally planned economy to a
market economy involving a change in the political system and creating market conditions for the
functioning of all economic entities” [14, p. 6].

As the history of international relations shows, what determines the position, place, and role of a
state in the international order is its political system, its economic, scientific, and technical potential, its
foreign policy, and many other factors that are decisive for its quality, attractiveness, and efficiency.

However, a more recent discussion done by scholars like Samuel Huntington (1991), Geoffrey
Pridham (1991) or Lawrence Whitehead (2001) focused on the international aspects of democratization.
These authors acknowledged that there were some international elements and dynamics that
influenced the political process of the newborn democracies. Some of these elements involved pressure
from great democratic powers (like the USA or the EU), international business, international trade
among nations, and transnational values or ideas. Nevertheless, these scholars always stressed that the
internal processes were more important and relevant to the democratization debate than the
international phenomenon [9; 13; 18].

There are many international dynamics that we could bring into the discussion. There are, for the
importance of external conflicts or culture [9], the role of great powers™ pressure [18], or the importance
of Western business, governments and NGOs [20].

Lawrence Whitehead distinguished three ways in which the international context was able to
influence democratic processes: contagion, control and consent. The first formula predicted that
democratization would advance spontaneously from country to country, mainly through the fluxes of
information and communication exchanged between countries. The second hypothesis saw
democratization expand in the form of pressure of one state towards another, through economic
sanctions or support; and the last assumption through a convergence of goals between domestic and
external actors [18, p. 3-25].

Some scholars indulged in studying the influence of the international context upon civil societies.
Richard Youngs focused his research on Western influence over the new-born democracies from
Eastern Europe, especially the USA and EU. In his study, he divided that Western influence in three
groups: states, international business, and NGOs, and the relation of the last group with civil societies.
Youngs said that the 1990s saw the rise of a denser and more plural global civil society, permeable to
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the new inflows of information and communication [20, p. 138]. Youngs stated that in Eastern Europe
specifically, many NGOs (embedded in the Western values) were crucial in changing the mentalities
and perceptions of the majority of the population, and in exporting the Western model of political and
economic organization to the USSR, having later assisted some governments in policy-making activities
and in structuring their new regimes [20, p. 137-144].

For our cases in particular, East-Central European countries, it is important to highlight the
research of M. A. Vachudova “Europe Undivided: Democracy, Leverage, and Integration After
Communism” (2005). In her study, she determined that the fall of communism was destined to creating
complex puzzles about the relative importance of domestic and external factors in explaining policy
and regime outcomes over time. The revolutions in East Central Europe were about emulating and
joining the West. In a handful of states, these were extraordinary, joyful moments of regime change,
with the leitmotif of the “return to Europe” carrying the day [16, p. 523].

Already in 1989 democratization was much more externally driven —by changes in Moscow and by
inspiration from the West— than any of the existing theories expected. Scholars turned to explaining
the hugely divergent political outcomes that followed the end of communist rule. By the mid1990s, this
included studying the causal mechanisms that translated the actions and assistance of external actors
into domestic political change.

After 1995, the EU exerted active leverage on the domestic politics of credible future members
through the enlargement process. The benefits and requirements of EU membership, combined with
the structure of the EU’s pre-accession process, interacted with domestic factors to improve the quality
of political competition and to accelerate political and economic reforms in candidate states. The
enlargement of the EU has thus promoted a convergence towards liberal democracy across the
region [15].

If we talk about Poland, many researchers point out that the greatest “transformation power” was
in endogenous, specifically Polish factors that helped initiate the change process. However, they could
have only begun to take effect after the collapse of the Soviet bloc, that is, the change of “boundary
conditions”. On the other hand, the collapse of communism and the opening of Poland to external
influences allowed for the formation of the Polish transformation not only by endogenous factors, but
also by global tendencies or external factors [19, p. 53-54].

Polish sociologist E. Wnuk-Lipinski proposed 5 transition stages: initial stage, intersystem stage,
advanced stage, post revolutionary stage and consolidation stage. But he proposes a different
explanation to the problem of transition [19, p. 56].

Initial phase means one in which processes characterized by “transformational power” are started.
It is initiated by the emergence of an alternative to the old system, which has a real chance of entry into
force. The author writes that the internal factors alone would not be enough to carry out a radical
change of the one-party system. Only a clear change in external conditions triggered the internal
strength of the country to overthrow the regime. Also, external factors alone are not enough to launch
and carry out the first phase of radical change. Only a combination of internal and external factors is
able to launch the discussed change.

It is also worth noting that initiating the first phase of radical social change does not mean that it
will be fully realized. At this stage, it is not yet known whether the representatives of the former regime
will take over or whether there will be a definite and lasting change [19, p. 57].

The intersystem phase began around 1990, as a result of the introduction of radical market reforms.
It was characterized by a situation when the old rules were still working and the new ones were not
clearly defined. Groups of interests are created, the aim of which is to achieve large profits in a short
time using the unclear rules of the game.

The next phase called the advanced phase is characterized by the fact that the process of transition
from “real socialism” to the democratic system exceeds the point beyond which there is no longer a
return to the old system. The external stage also has an influence on the advanced phase of the
transformation, as well as on the initial one. They may include the requirements of the International
Monetary Fund, directed at the country's economic reforms. When the IMF's requirements are too
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strict, this may lead to social unrest, but when they are too “soft”, they can contribute to the failure of a
radical change and preservation of old group interests.

The post-revolutionary phase, initiated by the legal takeover of power by the post-communists, was
characterized by an increase in support among the masses for stabilization. There is a definitive
separation of legitimacy for the system from legitimization for a political party. It is worth noting that if
this phase is prolonged, it increases the likelihood of a transformation failure. Even if the
transformations are satisfactory, there is unfortunately a “hard restaurant” threat. Entering the post-
revolutionary phase is just the beginning of building a new order and moving to the consolidation
phase [19, p. 58].

3. EFFECT OF EUROPEANIZATION IN THE PERIOD OF TRANSFORMATION

Three levels of institutionalization of international connections can be specified, which are
particularly important for research on post-communist transition, and at the same time differentiate the
status of individual countries of Central and Eastern Europe.

The manifestation of such relations are:

a) participation in the European integration process, in particular association agreements with the
European Union and relations with the Council of Europe;

b) membership in the Organization for Economic Cooperation and Development (OECD);

c) cooperation with the North Atlantic Treaty Organization (applying for membership in NATO)
[10, p. 68].

The most important factor should be the transformation of the political and economic order
subordinated to integration with the EU. For this reason, it can be described as “transformation through
integration”, because one of the main goals of all political forces has become the political slogan “return
to Europe”, based not only on similar institutional solutions, but on achieving full membership in the
European Union. The researchers of transformation often distinguish in post-communist countries.
[7, p. 104].

In addition, the membership was seen as a chance to consolidate the market economy and
democratic institutions. Modernization through integration brought hope not only to facilitate the
transformation process and to enter the next phase of modernization (mainly thanks to access to new
markets and structural funds, as well as foreign investments and technologies), but also to Poland's
finding itself in the processes of globalization.

We can conditionally divided transformations into a system transformation stage, which based on
the market destruction of the old system with equally spontaneous creation of a new one and a
“mixed” transformation stage, which was implemented “under the pressure of foreign institutions as a
specific program to adapt the economic and political system to the standards of the European Union”
[11, p. 76].

A feature of changes taking place after the collapse of the communist system is a very close
relationship between the processes of systemic transformation and the institutionalization of
international obligations, including in particular the process of enlargement of the European Union and
NATO. The relationship between these processes is such that systemic changes have allowed to deepen
and accelerate the process of new institutionalization of external relations, and at the same time have
conditioned further transformation processes [10, p. 57].

However, it is worth pointing out some of the most characteristic elements of the post-communist
transformation, which were related to external institutional requirements. First of all, modern political
transformations were not of a holistic nature, contrary to the transformation taking place in the
countries of Central and Eastern Europe. Poland and other post-communist countries believed that EU
membership would be a sufficient remedy for all difficulties. This situation imposes the strategies of
“modernization through internalization” for this region and increases their dependence on the actions
of external actors (Western governments, international financial institutions, foreign investors, etc.).
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Systemic transformation in Central and Eastern Europe is the first attempt at the simultaneous
transition to a market economy and liberal political democracy [1].

At the beginning of the 1990s, Poland signed the European agreement in which it expressed the will
to integrate with the European Union. The association agreement did not provide Poland with any
guarantee of future membership, it constituted the foundation for the further development of relations
with the EC because it established an institutional and legal framework for long-term economic,
political, social, and cultural cooperation.

The success of the ,shock treatment” reform depended very much on the reaction of big state
enterprises, on how fast and how deeply would they be able to adjust to the new situation. This pro-
European orientation emerges as one of the key sources of success, key engines for positive evolution of
the system. Firstly, the association agreement, with all its acquis communautaire mobilized political
will to reform, helped stem natural resistance to change, increased the level of policy discourse in the
country. Secondly, intensified contacts with the EU provided a massive inflow of policy related know-
how. Last, but not the least, the association status finally (after some years of hesitation) resulted in a
not insignificant increase inflow of FDI into Poland [1].

Poland has been frequently quoted as an example of successful reforms. High economic growth
rates and general consistency of economic policy earned a reputation of one of the frontrunners in the
process of transition. Both statistical data and political facts, such as Poland’s admission to the OECD in
1996, NATO membership in 1999 and the EU accession in 2004, confirm this positive assessment.

4. THE IMPACT OF FOREIGN INVESTMENT ON THE RESULT OF TRANSFORMATION

Foreign direct investments are considered one of the main important elements of European
integration and co-operation. Their beneficial aspects are especially important in countries in transition,
like Poland, as they provide additional capital necessary to achieve the higher level of development.
Also they are an important channel through which Poland gained access to better managerial and
technological solutions [2, p. 78].

Foreign direct investment (FDI) has increased in the past twenty years, to become the most
common type of capital flow needed for the reconstruction, stabilization of the CEE economies and
economic growth. The volume of FDI inflows has grown rapidly, as the Governments of the CEE
countries have officially encouraged FDI and developed a FDI promotion programs providing
substantial incentives for foreign companies [17].

The transformation leaders have managed to obtain strong external support and attract
considerable private capital. However, the flow of foreign capital to the countries of the region
indicates that external capital was not so much the cause but rather the effect of successful reforms.

Poland is attracting for its foreign investments thanks to its successful stabilization program and a
quick exit from the recession. The World Bank's report confirms this regularity: “official support of
international financial institutions and assistance of individual countries are usually higher, in relation
to the population or GDP, for those countries whose reforms are more advanced” [5, p. 512].

Since its transformation in 1989, Poland has been a very attractive country for foreign direct
investors. Over the past years or so, PLN 666 billion has been invested in the country — PLN 27.7 billion
a year on average. In the past century, foreign investment in Poland accelerated twice: in 1995-2000 and
in 2004-2007. Immediately after the collapse of communism, companies from Western Europe and the
US started investing in the country, mainly with the intention of satisfying consumer demand at a time
when entry barriers. As the country joined the EU, it saw another wave of acquisitions, mergers and
greenfield investments. It was also when foreign investors started to put more capital into the services
sector, especially telecoms, financial companies and producers of machinery and other goods used by
business. In 2016 the influx of FDI to Poland accelerated again. The biggest share of the new
investments flowed from the USA, France and Germany [3, p. 9-11].
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Fig. 1. How did the inflow of direct investment come to Poland (constant prices as of 2010) [3, p. 11].

5. ISSUES WHICH RAISE ARGUMENT IN PUBLIC DEBATE ON SYSTEM TRANSFORMATION

Membership in the EU has given Poland an opportunity to further develop, but this requires
activeness on the part of Poland’s elites and the development of strategy. The elites are not exempt
from responsibility for the future of the country and should not pass all power to EU institutions. On
the other hand, accession has caused Poland to follow certain fixed rules, which constitute a broad
framework—not solely in the economic sense—for the country’s development. Although Poland
changed the context of its international alliances, it has not freed itself from peripheral status and this
means that it has little influence on key decisions taken within the EU system of governance. There is a
tension between the opportunities created by European integration and the limitations it imposes.
Poland, like other EU member states, was given a historic chance to improve its international position,
i.e, an opportunity to get promoted from the periphery to the so called semi-periphery of Europe
[6, p. 9]. Membership in the European Union is not just a matter of foreign policy or the best option for
financing economic modernization. Its importance is not limited to decisions on the abolition of
customs borders and barriers to personal traffic. For the Polish society, the Union is primarily a
comprehensive choice of civilization.

We can see the attitude of Polish society to the European Union. Acceptance of Poland's
membership in the EU is almost universal today. In the Special Eurobarometer survey for the European
Parliament of autumn 2018!, more than two thirds of EU citizens (68%) believe that their country
overall benefits from EU membership, the highest score since 1983; 87% of Polish respondents think
also that joining the European Union is beneficial for Poland [12].

87%

68%

Poland EU member states

Fig. 2. Conviction about the benefits of belonging to the European Union [12].

! Background to the survey. The fieldwork of this survey was carried out between 8 and 26 September 2018 among 27 474 Europeans

aged 16 or more, interviewed face-to-face by Kantar Public in all 28 Member States.



22 Nataliia Holubiak

According to Polish respondents, Poland benefits from membership because the European Union
contributes to economic growth in the country (46%), provides Polish citizens with new employment
opportunities (42%) and improves standard of living (36%). Also important for Poles are the EU role in
maintaining peace and strengthening security (19%) and the positive impact of EU membership on
bilateral relations between Poland and other Member States (17%) [12].

6. CONCLUSIONS

Therefore, both in the political and economic dimensions, external factors should be seen as
modifiers of change, not as causative factors that produce specific effects. For example, the inflow of
foreign direct investment should be considered as a result and not as a reason for successful economic
reforms. Similarly, belonging to international organizations is almost always conditioned by meeting
certain requirements. Countries seeking international acceptance and recognition first have to make
efforts themselves to convert their economies to market and to democratize their political systems in
order to be able to benefit from economic aid and political support later.

International integration accelerates the growth of productivity, trade, income, which in turn
attracts foreign capital. Thus, expanding the impact of international factor on the one hand, directs
states to the path of an open and liberal economy, on the other, imposes certain solutions in their
domestic politics. Membership or promise of membership in international organizations facilitates the
building of internal institutions and their adaptation to standards and laws applicable at the
supranational level.

In general, international factors have played a key role in the democratization process in Central
and Eastern Europe. They have had a decisive impact on all stages of change: deconstruction of the old
regime, transfer of power and consolidation of the new institutional system. The international context
of post-communist transformation consists of many different dimensions, including, among others,
changing East-West relations, the collapse of the political and economic structures of the Soviet bloc,
the formation of a new system of relations between the countries of Central and Eastern Europe. The
entire range of international actors - states, international organizations, transnational social movements
and non-governmental organizations, transnational corporations, multilateral financial institutions, etc.
- plays peculiar roles, exerting influence on the course of events in post-communist countries.
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T'oay6’ssx Haraais. 3osnimHi ¢axropu cucremnoi tpancopmariii s Iloasmti. 2Kyprar ITpuxapnamcoiozo
ynisepcumemy imeni Bacuas Cmedanuxa, 5 (3-4) (2018), 16-24.

IIpoanaaizoBaHO HOBY IEpPCIIEKTMBY IIPOLECIB AeMOKpaTu3allii IIASIXOM aHaAidy poAi 30BHIIIHBOL

AunHaMikn  TpaHcopwmariii Iloapmi. AxadeMiuHi AOCAIAKEHHsA AMIIe 30BCIM HeAaBHO IIOYaAU



24 Nataliia Holubiak

30cepe KyBaTICsl Ha 30BHIIIHIX (pakropax TpaHcpopmallii, HaTOMICTh IIepeBa’kaal akKI[eHTH IOAO Kypcy
MOAITUYHUX €AiT Ta AiSABHOCTI IHCTUTYIIiA. Y IepIili YaCTMHi CTaTTi PO3TASAAIOTHCS TEOPETUYHI OCHOBU
TpaHcdopMmariii, sIKi I10€AHYIOTh 30BHIIITHI Ta BHYTPilllHi YMHHUKIB IlepeTsopens B LlenTpaapniit Ta CxigHin
Cppormi. Aas npukaaszy BUKOPUCTaHa MOAeAb OABCBKOTO gocaigauka EamyHaa Bryka-/linmincbkoro, skni
po3pobs1€ IOCcAiAOBHICTE 1's1TH (pa3 Iepexoay Big cTapoi cucteMy 40 HOBOI B IloabImi. ¥ HacTymHIN yacTuHI
OIICYETHCS eTan “TpaHcdopMarii depes iHTerpamiio” Ta aHaAi3yIOThCS HacAiAKM HakJAajaHHS IIpOLleCiB
CHCTEMHOTO I1epeTBOPeHH:I Ha IIpoliecy BCTyy A0 €Bpocoiody. ITiacyMoByeThest 3HaueHH:1 yaeHcTBa B €C sk
MOXXAMBOCTI IIOAAABIIIOIO PO3BUTKY, (akropy 30iAbIIeHHS NpAMUX I(HO3eMHMX iHBecTMIil Ta
LVBiAi3aniliHOTO BMOOPY IOABCHKOTO CYCITiABCTBA.

Karo4gosi caoBa: Tpancpopmaris, serym g0 €C, iHTerpariis.
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THE VIOLENCE BASED ON RELIGION AS A FACTOR OF THE
DISTRIBUTION OF THE WORLD POLITICAL PROCESS

THOR MYKHALSKYI

Abstract. The article deals with the role of political violence in the modern world through the
prism of exacerbation of cultural-religious contradictions. Based on the analysis of statistical data,
the tendencies of the spread of confrontation on religious grounds have been revealed, such as
discrimination and impairment of the rights of religious communities, ethnic-confessional conflicts,
and the spread of transnational religious terrorism. It is concluded that the politicization of
religions is a significant factor of social and political destabilization both at the regional and global
levels.

Keywords: political violence, political conflict, religion, civilization, ethnoconfessional
contradictions, Islamism, transnational terrorism.

1. INTRODUCTION

One of the main destructive trends of the modern world is the general destabilization of the socio-
political space. This process is conditioned by a whole range of factors, among which - the aggravation
of global problems: ecological, demographic, resource, energy, cultural and civilization, etc. In the first
place, destabilization is realized in the rise of the level of political violence. Existing mechanisms for
securing peace and security, formed within the framework of the Yalta-Potsdam system of international
relations, proved to be ineffective in the new conditions that arose after the collapse of the bipolar
order. Consequently, efforts to establish a collective security system on a global scale, the primary role
of which is played by the United Nations, have failed. This is clearly indicated by the rapid increase of
the number of political conflicts in many regions, the evolution and improvement of the forms of
confrontation, the build-up of armaments, and the increase of the human casualties within the civilian
population against the background of the inactivity of international structures.

2. ANALYSIS AND DISCUSSION

An important measure of the intensification of violence around the world is the intensification of
the confrontation on the religious-confessional foundation. The leading role of the religious factor in
inter-civilizational relations and conflicts was emphasized by S. Huntington. The scientist noted that
“of all the objective elements that determine civilization, the most important, however, is religion ... The
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main civilizations in human history were largely identified with the great religions of the world, and
people of common ethnicity and common language, but different religions, can lead a bloody war ...”
[8, p- 49].

The analysis of the dynamics of the current confrontation shows that zones of permanent instability
are formed in almost all regions of the world, which cover rather wide locations. Such zones exist in
Africa, the Middle East, South and South-East Asia, and Latin America. The main leading actors in
these processes is the religious communities and organizations, among which a special role belongs to
Islamist groups and states. An important factor in the activation of radical religious movements is
globalization, which by compressing the socio-political space through the development of
communications, informatization, the formation of a single market, creates transparent borders, brings
together and intensifies contacts between different ethno-national, religious, and cultural communities.

The significant measure of politicization of religions and general destabilization is the
intensification of persecution or discrimination on religious grounds. According to a study by the “Pew
Research Center”, reflected in the “Trends in Global Restrictions on Religion” report, in 2014, 16 out of
the 198 countries had “too high” levels of religion constraints. These countries were China, Egypt,
Uzbekistan, Turkey, Indonesia, Iran, Syria, Saudi Arabia, Kazakhstan, Azerbaijan, Turkmenistan, Laos,
Malaysia, Maldives, Russia, Tajikistan. The number of countries with a high level of religious
restrictions has decreased from 37 (in 2013) to 32 (in 2014), and with moderate restrictions, on the
contrary, increased from 45 to 57 [11, p. 13].

Regarding the dynamics of direct religious violence, the analysis shows that the most intense
religious violence in 2014 was illustrative of 11 countries (against 17 countries in 2013), namely: Israel
and the Palestinian territories, Iraq, Syria, Yemen , Pakistan, Sri Lanka, India, Afghanistan, Lebanon,
Nigeria. Among macroregions, the worst indicators of religious tolerance are demonstrated by the
Middle East and the Maghreb, where the average index of religious restrictions is 5,4, while in the Asia-
Pacific region it is 3,7, Europe — 2,5, sub-Saharan Africa — 1,6, and America — 1,6 [11, p. 14, 22].

The most persecuted religious communities were Christians and Muslims as the most numerous,
while in the second place were Hindus and Jews. In particular, Christians were persecuted in 108
countries (in 102 countries - in 2013), Muslims - in 100 countries (in 99 countries - in 2013). Antisemitic
spirits are growing. Jews, which make up 0.2% of the world’s population, have been subjected to direct
violence or discrimination in 81 countries (in 2013 - 77, 2012 - 71 countries). Also, the level of tolerance
to the Indians, which were pursued in 14 countries (in 2013 - 9 countries), has grown. Facts of Buddhist
discrimination were recorded in 12 states. The total number of countries where the facts of religious
persecution were recorded was 159 [11, p. 20].

According to studies of the Heidelberg Institute for the Study of International Conflicts, systemic
and ideological contradictions, including religious ones, are the most widespread reason for conflicts in
the modern world. They give way to such acute factors as the struggle for resources or power,
ethnonational contradictions, secession, interstate strife, territorial claims. Among the total number of
conflicts in 2017 (385, of which 222 were violent ones), 148 contradictions as the main or secondary
factor had the oppositions on the systemic and ideological basis. In addition, systemic-ideological
conflicts are often characterized by high intensity, that is, they tend to grow into war [1, p. 16].

S. Huntington considered the dominant form of violence in the modern world the conflicts with the
participation of Muslim adherents, linking it with the strengthening and articulation of the religious
identification of Muslims. According to him, “the Islamic revival is in general a response to
modernization and globalization, and in most cases this answer is quite constructive”, since the very
purpose of Islamist organizations is to meet the social, economic, humanitarian, spiritual and cultural
needs of the Muslim communities, to uphold their interests before ineffective, corrupt or repressive
governments [7].

In addition, the scientist calls the factors of activism of Islamism: the desire to resist the cultural-
informational and economic expansion of the West; the influence of structural and socio-political
features of the traditional patterns typical of most Muslim societies, namely tribal, religious, ethnic,
cultural differences; rivalry for the influence of various doctrines within Islam itself (first of all Sunni
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and Shiite); a demographic surge that has led to a sharp increase in the number of young people,
especially young men who are replenishing the ranks of radical groups.

Radical fundamentalist circles perceive an interpenetration of cultures as a threat to their own
identity, responding to this aggravation of aggression, activation of terrorist activity. The
representatives of traditional and orthodox societies associate globalization and the universalization of
values based on a liberal world outlook with moral degradation, the loss of its own system of values
and cultural models, the decline of the role of religion, the collapse of communities, the departure of
sources of Islam, the “offense” of Muslims from Western society, economic crisis. There is also growing
tension within the Muslim world itself, due to the imbalance in socio-economic development, the
confrontation between the secular and fundamentalist outlook, the attempts to reconstruct the
traditional order inherent in early Islam, and the contradictions between representatives of different
areas of Islam, in particular Shiites and Sunnis.

In this case, modern science determines the trend of “politicizing Islam”, and Islam becomes a sign
of political and ideological doctrine. Islamic and Islamist organizations are actively involved in politics
and are a powerful force that affects both internal political processes within the states and geopolitical
transformations.

Consequently, in the context of the destabilization of the socio-political environment, Islamism, as a
radical variant of Islam, is a powerful conflict-making factor. Unlike traditional Islam, it has a number
of peculiarities. In particular, A. Petrukhina defines the following specific features: an appeal to the
restoration of primary Islamic values; traditionalism and statism, expressed in the offer of “the ideal
version of society ... and of a state based on Sharia law, social justice, with a strong ruler”, which
essentially means the introduction of the theocratic regime; propagating the idea of jihad and justifying
terror by extremist forces [9, p. 103].

The most fierce struggle with Islamist groups or ethnoconfessional communities is currently taking
place in the Central African Republic, Nigeria, Cameroon, Chad and Niger, Somalia and Kenya, Sudan
(Sub-Sahara Region); Afghanistan, Syria and Iraq, Libya, Yemen (Middle East and Maghreb); Myanmar
and the Philippines (Asia-Pacific) [1, p. 13].

In particular, in the Central African Republic, the confrontation is between Christian and Muslim
communities, the first of which is represented by the pro-government forces united into the
organization of Anti-Balaka, the second - the Muslim groups “Seleka”. Nigeria, Cameroon, Chad and
Niger are covered by the war with the terrorist Islamist organization Boko Haram, known for mass
killings and kidnappings. In Somalia, with the participation of Kenya, there is a confrontation with
another radical Islamist group Al-Shabaab. High-intensity violence takes place in Sudan, where the
rivalry between the Muslim Arab forces and the indigenous Negro people continues within the Darfur
conflict.

There are several “hot spots” for a long time in the Middle East. The civil war in Afghanistan, the
main actor of which is the Islamist Taliban movement, does not subsist. The struggle with the “Islamic
State” continues in the context of civil wars in Syria and Iraq. In Yemen, there is a Shiite-Sunni
internationalized conflict involving Saudi Arabia. There is a high level of tension between Israel and the
Palestinian territories, where the interests of the latter are the radical Islamist movement of Hamas and
other Salafist groups. Large-scale collective violence takes place in Myanmar, where the Buddhist
majority discriminates and persecutes Muslims of the Rohingya people, who constitute an ethnic
minority. In the Philippines, Islamists “Abu Sayyaf” and “Maute” are struggling with government
forces.

We also should pay attention on the current conflict in Myanmar, which has recently become a sign
of genocide. Violence here has several dimensions — ethnoconfessional, economic, demographic. The
state of Rakhine, mostly populated by Muslims of the Rohingya people, is the poorest in the country.
Of the over one million Burmese rochindia, about 800,000 live in the state of Rakhine. The main part of
the population here is below the poverty line. In addition, a frankly discriminatory policy is being
introduced at the state level regarding the Muslim minority. This is reflected in the restriction of
freedom of movement, discriminatory barriers to access to education and workplaces, the refusal of
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Rochinga in the citizenship of the state. Rochinga is the bearer of its own - not only a confessional, but
also ethno-national identity, different from the identity of most of the Buddhist population of
Myanmar. Due to this they consider themselves and the state of the country as the part of Bangladesh
and Bengal culture with historical, cultural, linguistic perspectives. Consequently, the conflict has a
significant historical background and can be considered through the prism of the cultural and
civilization context. The escalation of the conflict began in 2012, when discrimination has intensified
and cases of direct physical violence against rochinga by ultranationalist Buddhist extremists and the
forces of the official government have become more frequent. The Buddhist majority of Myanmar's
population demonstrates an extremely intolerant attitude towards the Muslim minority of the
Rochinga, considering them as a threat to their own identity, economic prosperity, and competitors in
job placement.

The problem of restriction of movement is especially acute. As stated in the official report of the
Office of the United Nations High Commissioner for Human Rights, “the Rohingya face severe
restrictions on their freedom of movement. In nRS, they require official authorization to move between,
and often within, townships (for example, a village departure certificate is required to stay overnight in
another village.). The procedures to secure travel are onerous and time-consuming, and failure to
comply with requirements can result in arrest and prosecution. Restrictions routinely lead to extortion
and harassment by law enforcement and public officials. Since the outbreak of violence in Rakhine in
June 2012, a curfew was imposed in nRS, which offers broad discretionary powers to the authorities,
including the case of limitations on assembly and prohibiting movement between dusk and dawn. This
curfew remains in place, having been extended in the wake of the 9 October events referred to
below” [2, p. 6].

Thus, it is easier for the Muslim population to cross the border with Bangladesh than to move
within its own country. However, neighboring Bangladesh refuses rochinga asylum and does not
accept them as refugees on their territory. Despite this, about 66 thousand people illegally crossed the
border of a neighboring country. The result of this discriminatory policy is that 22,000 people are
internally displaced persons, and in aggregate, almost 90,000 people have been affected by external or
cross-border displacement. In addition, hundreds of people are complaining about direct violence by
ultra-nationalists or representatives of power structures. Observers record numerous cases of murders,
mutilations, beatings, rapes (including children), the destruction of property or sources of food [2, p. 6—
7, 9-10].

An important indicator of the spread of violence on religious grounds is the activation of
transnational terrorist organizations, the absolute majority of which represent the fundamentalist
Islamist religious doctrine. The most active radical extremist groups today include the Islamic State, Al-
Qaeda, Boko Haram, Taliban, Hamas, Hizballah, Muslim Brotherhood, the Union of Islamic Jihad,
Palestine Islamic Jihad and so on. Such organizations are actors of socio-political destabilization both at
the regional and international levels. The network structure and powerful funding flows allow them to
carry out their devastating activities not only in countries that are in or out of their direct influence, but
also in remote, stable regions, in particular, Europe.

Mortality from terrorism in recent years is estimated by tens of thousands of victims. According to
“Global Terrorism Index 2017”7, in 2016 25,673 people were killed by terrorists. For many years, a
number of Muslim countries, such as Afghanistan, Nigeria, Syria, Pakistan and Iraq, have been leading
the terrorist threat, where about three quarters of all deaths by terrorists take place. In these countries
the largest terrorist organizations of the day are: in Nigeria and its neighboring countries - Boko
Haram, in Afghanistan and Pakistan - the Taliban, in Iraq and Syria - the Islamic State. Since 2002 in
eight of the nine regions of the world (except North America) there is an increase in the level of
terrorism, and this process is particularly intensive in the countries of the Middle East [5, p. 4].

One of the most active terrorist organizations whose activities are of a regional scale are Boko
Haram, who swore allegiance to the “Islamic State”. The group defends the most radical
fundamentalist stance, opposed to Western education, lifestyle and world outlook. Activation of the
group's activities took place in 2010 after the death of leader Mohammed Yusuf. The new leader,
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Abubakar Shekau, proclaimed jihad against the Nigerian authorities and the West. Since then, its
terrorist activity has intensified. In 2014, the number of victims of the organization exceeded 6000
people. In general, more than 20,000 people were killed in the fighting between terrorists and Nigerian
forces, about 2.6 million became internally displaced persons or migrants. However, due to the
combined efforts of the governments of Nigeria, Cameroon, Niger and Chad, terrorist violence has
been substantially limited. And already in 2016, the number of victims of the “Boko Haram” fell to 1079
people who died as a result of 192 attacks (against 454 attacks in 2014) [3, p. 4; 5, p. 74; 10].

The activity of terrorists in Afghanistan, by contrast, is increasing. The Taliban movement, which
arose in 1994, uniting Mujahideen groups and Pashtun tribes, has been struggling with the government
and international forces (NATO) since 1996 to restore control over the country. Today, the Taliban
controls about 11% of the territory and is the main subject of the civil war in Afghanistan. The victims
of the Taliban in 2016 were 3,586 people killed as a result of 848 terrorist attacks. The controversy,
which has been around for almost 40 years, is a source of persistent instability in the region and affects
neighboring territories, in particular Pakistan. The Taliban and Al Qaeda branches in Pakistan control
the border area of Waziristan, that is why violence spreads across the country. Thus, the total number
of victims of the terrorist attacks in Pakistan during the fifteen years (2000-2015 gg.) reached 14 953
people [4, p. 28; 5, p. 74].

The most widespread network of cells is Al Qaeda, which carries out terrorist attacks in a number
of African, Middle Eastern and other regions (Algeria, Bangladesh, Burkina Faso, Cote d'Ivoire, Kenya,
Mali, Nigeria, Pakistan, Somalia, Syria, etc.). The organization has a large number of affiliates in many
countries around the world. The most famous divisions in its structure are Al Qaeda on the Arabian
Peninsula, Al Qaeda in Iraq, Al Qaeda in the Islamic Maghreb, Al Qaeda in the Indian Subcontinent. In
2016, this terrorist organization killed 1349 people by 539 terrorist attacks [5, p. 75].

Al Qaida, through its affiliated structures, is involved in many regional and local conflicts,
especially in those regions where its influence extends. For example, Al Qaeda in the Islamic Maghreb
has played one of the main roles during the Tuarez uprising (2012-2013), and also plays in the current
confrontation between the government and the Islamist factions in Mali. The Tuarez uprising began as
a typical separatist conflict between the official government and the Tuareg tribes in northern Mali,
aimed at proclaiming the independence of the region of Azawad, a place of compact residence of the
Tuaregs. Islamists, including Al Qaeda, initially being on the side of the rebels, after capturing
Azavade, intercepted the initiative and proclaimed in the region their own rules, based on the Shari'a
system. After the intervention of the French forces, the resistance was suppressed, but the conflict with
the participation of Islamists continues, and a tense situation and a high level of political violence
remains in the country. Islamist forces continue partisan, terrorist struggle and sabotage against the
government.

One of the youngest terrorist multinational organizations of the present day is the “Islamic State”
(according to various sources, it appeared in 2004 or 2006). The group has rapidly strengthened its
position and in the short term turned into the most deadly organization of the world. “The Islamic
State” is one of the main actors in the Syrian and Iraqi conflicts, which entered into confrontation with
both the government and the opposition. The group is one of the main Salafist forces fighting both
secular orders of the western model and the Shiite branch of Islam. In particular, the Salafist-Shiite
opposition is one of the main dimensions of the struggle of the “Islamic State” in Iraq and Syria, where
there are significant Shiite communities, and in the latter case, the Shiite community is represented at
the state level by the government of the Syrian President Bashar al-Assad. Like Al Qaida, the “Islamic
State” has cells in many countries and carries out terrorist attacks around the world. According to 2016,
it is the leader in the number of attacks and deaths. On its account in that year, 1,932 victims and 1132
terrorist attacks in at least 15 countries (Belgium, Georgia, Yemen, Indonesia, Iraq, Jordan, Lebanon,
Malaysia, Germany, the Philippines, the Russian Federation, Saudi Arabia, Syria, Tunisia, Turkey), and
its network covers at least 32 states. The total number of its victims is tens of thousands. In particular, in
2015, during the fighting of the “Islamic State” with the governments of Iraq, Yemen and Syria in 2015,
more than 27,000 people were killed [4, c. 51; 5, p. 73].
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Thus, a network structure, an extensive system of funding (both from public and private sponsors,
and through criminal activity, asymmetric and irregular strategies involving the means of a small war
(partisan, sabotage, terrorist actions) - all of this makes transnational terrorism a powerful factor in
destabilization of world situation. In addition to a direct terrorist threat, the main danger of the
existence of such organizations is that they have all the resources and opportunities to qualify for the
status of the state. Transnational networking actors ignore and neutralize the norms of national and
international law, reject the existing political order and seek to destroy, disintegrate existing states,
create their own entities in their territories. These political entities have their own systems of
institutions, the power apparatus, the dominant totalitarian ideology, legal and financial systems. The
economy of such quasi-holders does not depend entirely on financial flows by the sponsors of
terrorism, but is also capable of autonomous financing through the control of the resource themselves,
in particular oil and other minerals, the organization and control of drug trafficking, the taking of
hostages for the purpose of extortion, trafficking in persons or the replenishment of their own
demographic resources. All this allows maintaining power, introducing own government and
providing grounds for further expansion and seizure of new territories. Prior to the organized
resistance by regional and international coalitions, successful attempts were made to create alternative
quasi-state entities by such organizations as Boko Haram, which controlled vast territories in northern
Nigeria, the “Islamic State” that seized the entire provinces in Iraq and Syria, The Taliban, which
actually seized power in Afghanistan from 1994 to 1996, now controls Waziristan.

The ideology of Islamist fundamentalism finds support of very large sections of the population in
the poorest states and countries in which the traditional structure of society has survived. Islamists act
as a force capable of mobilizing people to confront a corrupt and ineffective government, or to combine
rumored interpersonal and tribal quarrels among the population. The mentioned organizations are
groups of ultra-conservative Salafite direction, which adhere to common doctrinal-ideological
principles. The basis of their work is the idea of restoring Islam in its original form, fighting secularism
in all its manifestations, overthrowing secular governments in Muslim countries, establishing a Sharia
law-governed system, and fighting the West as a hostile Islamic civilization, which in aggregate
actually means close to a totalitarian socio-political system regime that excludes the principle of
primacy of human rights and freedoms, tolerance and pluralism.

The ideological foundations of Islamist fundamentalism can be seen from the Hamas ideology,
which was established in 1987 as the main force for the struggle against Israel for the liberation of the
Palestinian lands. The document, known as the “Hamas Charter”, contains a direct call for jihad against
all those who encroach on Muslims sacred to the land of Palestine. In Art. 15 “Charter” it is said that
“the day that enemies usurp part of Moslem land, Jihad becomes the individual duty of every Moslem.
In face of the Jews' usurpation of Palestine, it is compulsory that the banner of Jihad be raised. To do
this requires the diffusion of Islamic consciousness among the masses, both on the regional, Arab and
Islamic levels. It is necessary to instill the spirit of Jihad in the heart of the nation so that they would
confront the enemies and join the ranks of the fighters” [6].

It emphasizes the need to involve the widest sections of the population, in particular the
intelligentsia, in jihad in order to transform the mass consciousness through cultural institutions,
educational institutions, media, political, religious, and cultural leaders so that every Arab, Muslim,
Palestinian gets up to fight against invaders, interventionists, which are understood as the Jewish
population of Israel, and the West and Christians in general. Particular attention is paid to the system of
education of young people, since even school programs need to be modified in such a way that “to
cleanse it of the traces of ideological invasion that affected it as a result of the orientalists and
missionaries who infiltrated the region following the defeat of the Crusaders...” [6].

As we see, the focus is not even on direct armed resistance, but on ideological instruments of
influence on the widest strata of the population in order to mobilize the masses, to strengthen the
Islamic identity and to impose extreme nationalism and fundamentalism. And the leading role in these
processes is given to religious upbringing and confrontation: “It is necessary to instill in the minds of
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the Moslem generations that the Palestinian problem is a religious problem, and should be dealt with
on this basis” [6].

3. CONCLUSIONS

Thus, the politicization of religion is a global trend of the present. Ethnic confessional differences
are used by interested forces as a powerful source of incitement to interethnic, interreligious and
interstate hostility. Violence on a religious basis is a universal destructive phenomenon and is one of
the most intense forms of confrontation. Such conflicts do not subsist for a long time, accompanied by
great sacrifices, by virtue of their nature — primarily among the civilian population, and greatly
destabilizing the socio-political space.

One of the most important components of the problem is transnational terrorism, the danger of
which is determined by its transboundary, network and irregular nature. It is not only a powerful
disintegration and destabilizing factor, but also it is a threat to the existence of states, their legitimacy,
unbalancing national and international systems to create their own, alternative model of world order
and cultural environment.
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Muxaascpkuir Irop. Hacuaas Ha peairiiiHomy IpyHTI AK (PakTop CTaHOBAEHHS CBITOBOTO ITOAITMYHOTO
npounecy. XKypnax Ipuxapnamcoxoeo yrisepcumemy imeni Bacuas Cmeganuxa, 5 (3-4) (2018), 25-32.

VY crarTi poskpurta poab HOAITMYHOTO HAacUAAs B Cy4aCHOMY CBiTi Kpi3b NPpuU3MY 3arocTpeHH:
KyABTypHO-peAiriiiHnx cynepeuyHocteli. Ha oOcHOBI aHaaidy CTaTMCTMYHMX AaHUX BUSBAEHI TeHAEHIIil
POSIOBCIOAXKEHHSI NMPOTUOOPCTBA Ha pEeAIrilfHOMY IPYHTi, SK-OT: AMCKpUMIHAIIL Ta YTHUCKAaHHS IIpaB
KOH(QeCIIHIX CIIABPHOT, eTHOKOHQeciHI KOH(AIKTM, NOMMpPEHHs TpaHCHAIIIOHAABHOIO peAirifiHoro
Tepopu3My. 3pOOA€HO BMCHOBOK, IO IIOAITM3allid peairiii cTaHOBUTH BaroMmit (¢HakTop CYCIiABHO-
MOAITMYHOI AecTabiizallii sSIK Ha perioHaAbHOMY, TaK i Ha I100aAbHOMY PiBHIX.

KaodoBi caoBa: moaiTuuHe HacmaAasd, HOAITMYHMII — KOHQAIKT, peairis,  nusiaizariis,
eTHOKOH(eCiITHI cyIriepedHOcTi, icaamMi3M, TpaHCHAIIiOHAABHUIT TEPOPU3M.
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STRATEGIC ANALYSIS OF THE DEVELOPMENT OF RENEWABLE
ENERGETICS IN THE WORLD AND IN UKRAINE

VALENTYNA YAKUBIV, IRYNA BORYSHKEVYCH

Abstract. The article analyses tendencies in changes in power supply volumes in world countries
for the last years. We identified tendencies in changes of power supply volumes in the context of
different sources of its production. We studied the tendencies of development of renewable
energetics in the world and in Ukraine. We based the potential of the development of renewable
energetics in the world and in Ukraine. We conducted complex analysis of strategic perspectives of
the development of renewable energetics in Ukraine on the basis of PEST-analysis. We also based
the main trends of strategic changes in the industry in the framework of the most powerful
external factors of influence the development of renewable energetics. We offered the complex of
strategic measures within the limits of the most influential environmental factors within PEST-
analysis.

Keywords: renewable energetics, strategic analysis, PEST-analysis, external factors, renewable
sources of energy.

1. INTRODUCTION

European integration processes taking place in Ukraine presuppose the necessity of changes at
different levels. In order to achieve expected positive results of European integration for Ukraine it is
very important to adjust and participate in main economy-wide and social transformations that take
place in European Union countries. In terms of that on the background of worldwide tendencies in
changing power balance EU countries are developing quite rapidly. Quick pace of exhaustibility of
world oil and gas supplies forces EU countries to develop renewable energetics. It is very important for
Ukraine nowadays to establish active development of energy branch within the framework of world
and European tendencies.

Renewable energetics is an important strategic niche of national economics of Ukraine able to affect
energy security of the country, create new workplaces and ensure the growth of economic potential in
general. Besides it plays an important role in development of gross domestic product. While
investigating present state of the development of renewable energetics in Ukraine it is worth
mentioning that this branch should be considered in the context of open system of cooperation with
external factors. Under these conditions the enterprises associated with power generation with the aid
of renewable sources should apply optimal, up-to-date management methods with the aim of their
further adjustment to all external factors that are constantly changing. That is why it is necessary to
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conduct complex strategic analysis of the perspectives of the development in order to evaluate present
state of the development of renewable energetics and forecast actions crucial for its further effective
development.

Nowadays the perspectives and problems of the development of renewable energetics are studied
by a lot of scholars as in the context of technological innovations for the development of this branch [1,
2, 3], so as in the context of investigation economic and management preconditions of the establishment
of renewable energetics [4, 5, 6, 7, 8]. At the same time strategic prerequisites of the development of the
given branch have not been studied sufficiently, in particular external factors of influence the
establishment perspectives of renewable energetics.

2. RESULTS

Rapid growth of world economics is accompanied by the increase of power consumption. Thus,
according to the data from BP Statistical Review of World Energy power consumption has gone up for
the last 10 years by 1922.8 Mtoe; the average power consumption volume increases annually by 1.0-1.9
%. Just in 2017 world oil consumption increased by 1.9 %, natural gas — by 0.4 %, coal — by 1.8 %,
nuclear fuel — by 1.6 % [9].

According to the data from analytical sources world reserves of explored exhaustible energy
sources will deplete in 40 years, the unexplored —in 10 — 50 years at current power consumption pace.
It is obvious that these negative tendencies forced developed world countries to intensify the
development of energetics from renewable sources.

Within the last decade the renewable energetics has grown up in the world. Thus, in 2017 world
amount of Total Primary Energy Supply (TPES) was 13.700 Mtoe (Figure 1).

Coal; 28,5
Nuclear; 4.8
ther; ;’ y Hydro; 2,4
R Biofuels and waste;
Natural gas; 21,2 enew 10,1
Other renewables;
1,3
Oil; 31,3

D Oil @ Natural gas 0 Coal ONuclear BOther O B OHydro OBiofuels and waste B Other renewables

Fig. 1. Fuel shares in world total primary energy supply. *Source: [10].

Figure 1 describes that 13.8%, or 1.894 Mtoe, was produced from renewable energy sources. The
main components of renewable resources are: biofuels and waste, geothermal and wind resources
(Figure 2). Since 1990, renewable energy sources have grown at an average annual rate of 2.2%, which
is slightly higher than the growth rate of world TPES, 1.9% [10].
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Fig. 2. Product shares in world renewable energy supply. *Source: [10].

During 1990 - 2017, renewable energy sources have grown at an average annual rate of 2.2%, which
is slightly higher than the growth rate of world TPES, it is — 1.9%. The quickest growth rates of power
generation from renewable sources was in the branch of solar energy, where production volumes has
grown up by 46.2 % for 15 years, wind energy — by 24.3 %, and bioenergetics — by 13.2%.

While investigating the tendencies of development of renewable energetics in different world
countries striking difference in tendencies and pace. Thus, there has been sustained tendency within
the last years to active growth of the development of renewable energetics in the countries that are
members of Organization for Economic Cooperation and Development (OECD). 34 countries are the
members of OECD, namely: most European Union countries, the USA, Australia, Switzerland, Norway,
South Korea, Japan and some others. These are developed countries with high human development
index. At the same time we observe the growth of the gap between these countries and other countries
in terms of energy production from renewable sources.

Ukraine has intensified power production processes from renewable sources for the last several
years. Thus, within the period of 2015-2018 the capacity of renewable energetics objects (without taking
into account temporarily occupied territory of AR Crimea), having “green” tariff has increased by 408
MW (from 967 MW to 1375 MW), among them put into operation [10]:

1) in 2015 - 30 MW of output;

2) in 2016 — 121 MW of output;

3) 2017 — 257 MW of output.

As of the end of 2017 Ukraine has 376 operating objects of renewable energetics that have “green”
tariff, with total output of 1375 MW, among them [10]:

1) 193 SPS with total output of 742 MW;

2) 20 WPS with total output of 465 MW;

3) 136 SHPS with total output of 95 MW;

4) 6 power biomass stations with total output of 39 MW;

5) 21 biogas power stations with total output of 34 MW.

Just in 2017 the objects of renewable energetics that have “green” tariff produced 2096 mln kWh of
electrical power, among them: — 974 mIn kWh by wind power stations; by solar power stations —
715 mIn kWh; small hydropower stations — 212 mln kWh; power biomass stations — 94 mIn kWh (fig. 3).
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Fig. 3. Structure of production of renewable energetics in Ukraine in 2017. *Source: [11].

According to the data from Government agency on energy saving and power saving in Ukraine,
Ukraine possesses considerable technically-achievable potential in production of energy sources from
renewable sources of energy and alternative fuels that constitute over 98.0 mIn t c.f. per year (table 1).

Annual technically-achievable
Directions of exploration of power potential
renewable energy sources bln min t
kWh/year c.f./year
Wind power engineering 79.8 28.0
Solar power 38.2 6.0
Small hydropower 8.6 3.0
Bio-energetics 178 31.0
Geothermal power 97.6 12.0
Environmental power 146.3 18.0
Overall volumes of substitution
of conventional energy sources >48.5 780

Tab. 1. Power potential from renewable sources in Ukraine. *Source: [12].

Taking into account the presence of positive tendencies in the development of renewable energetics
in Ukraine and the potential of increase the volumes of this kind of production it is very important to
investigate key factors that influence this process as from beneficial side so as from the negative one.
That is why make reference to strategic analysis of internal factors that influence the prospects of the
development of renewable energetics in Ukraine.

According to the statement of T. I. Dyoloh “strategic analysis — is the analysis of complex and
dynamic set of factors that if generalized could be divided into inner primary and secondary, external
basic, external immediate factors that in their complex unity influence the efficiency of the activities of
an enterprise” [13, p. 47].

L. V. Nosonova defines strategic analysis as “the investigation of positive and negative factors that
affect or may affect economic conditions of an enterprise in the future” [14, p. 548].
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In terms of strategic analysis the evaluation of external and internal environment is conducted.
External environment — is a set of political, economic, social, cultural, ethnical factors and the
distinctions of its interconnection with partners, competitors, consumers, government bodies, mass
media etc. The environment may not be affected by an enterprise or may be slightly affected. The
internal environment, on the contrary is under immediate influence of the management of an
enterprise.

Economics literature differentiates several tools of strategic analysis: PEST-analysis (the analysis of
four groups of factors of macro environment: political, economic, socio-cultural and technological),
SWOT-analysis (the analysis of weak and strong sides, possibilities and threats), strategic groups map
(diagramed representation of the competition in the brunch), GE/McKinsey matrix (matrix
“Attractiveness in the brunch / Position in competition”), Shell/DPM matrix (matrix of direct policy),
PIMS-analysis (the analysis of the effect of market strategy on income) etc.

In order to analyze the key factors of external environment the world practice uses the technology
of PEST-analysis. PEST-analysis (sometimes marked as — STEP) — is one of the tools of strategic analysis
meant for defining political (P — political: governmental stability, law-making and market regulations,
fiscal policy, labor law), economical (E — economical: product design, interest rates, inflation rates,
unemployment rate, salary rate, prices for energy sources and other production factors), social (S —
social-cultural: demographic tendencies, consumer habits, lifestyle, income distribution, education
system) and technological (T — technological: state and private investments into innovations and
development, patent protection, technologies transmission rates) environmental aspects that influence
the activities of enterprises [15, p. 142]. Each several factor is beyond the limits of direct control of the
organization. While making an analysis it is necessary to define the factors that have the most effect on
an enterprise and estimate them. Thus, external possibilities can be found that the enterprise should use
and probable threats that should be avoided.

While conducting PEST-analysis one should remember that:

1) the analysis of strategic factors of each element should be systematic enough as in life all the
components are interconnected;

2) the activities of any enterprise in external environment also depend on its own set of basic factors
that influence its development the most.

The process of PEST-analysis can be conventionally divided into several stages:

1) defining factors for analysis that may affect sales and income of an enterprise in prospect of 3-5
years;

2) the estimating of the probability of factor change;

3) defining the level of factor;

4) defining windowed estimate of real weight of factors;

5) making-up summary table of PEST-analysis;

6) making-up final table of PEST-analysis.

Every next stage is closely connected to the previous one and complements it.

In order to estimate the probability of emerging factors of PEST-analysis and defining their level the
experts in renewable energetics have been questioned as well as the scholars that investigate the
problems of the development of this brunch.

System analysis of external environment factors of renewable energetics in Ukraine, their incidence
and expert evaluation of the probability of factor change are generalized in table 2.

Success Incidence
.. rate (from 1 to 5, wherel — | Windowed
Factors description , . .
(amountmg minimum success rate, estimate
to=1) 5 — maximum)
1 2 3 4 5 6
1L Stability of political power and present 0.06 4 0.24
government
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Positive changes in law in terms of
5 regulations of the activities of an 01 0.5
’ enterprise in renewable energetics ’ '
branch
3. Positive Changes in e.nvir'onmental 0.09 0.36
protection legislation
n Positive changes in. con}petition and 0.09 0.07
labor legislation
5, Positive changes in TFnran.c:h production 0.07 0.28
tools legislation
| State support intensification of
S | 6. . 0.2 1.0
£ renewable energetics branch
E Qualitative and quantitative limitations
7. on export-import of energy (customs 0.07 0.28
system reorganization)
3. TaxaFion policy 'reorganization (t'ariffs 0.07 0.35
relief and the increase of benefits)
9. Elimination c.)f red teTpe obstacles in 01 04
doing business
10. Termination of military situation in the 015 075
country
The incidence of political factors 1.0 4.43
L Business climate improvement in the 012 0.6
country
5 Activation .of entre.preneur cooperation 011 0.44
with foreign partners
3 The growth of investment attractiveness 0.07 0.28
of the country
" The growth of investment attractiveness 012 0.6
of the brunch
Strengthening of competitive positions
s | 5. and pressure reduction from the 0.09 0.45
.g competitors side
§ 6. Stabilization of main currencies 0.08 0.32
51 exchange rate
Banning inflation processes which
7. complicate exchange of commodities 0.07 0.28
with foreign partners
8. Reduction of i'nterest rates on credits in 0.06 0.18
national currency
9. The increase of investrflents. attraction 013 0.65
volumes to power engineering branch
10. Strel.lgthen.ing of export—import' 0.15 0.6
operations with European countries
The incidence of economic factors 1.0 4.4
1 Improvement of population income rate 01 0.4
] (purchasing power) ] ]
S 5 Increase in'population growth, increase 01 0.3
= in energy demand
$ Relaxation of migration processes,
g |3 namely migration of high qualified 0.08 0.4
3 personnel
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" Severization of requirements to energy 02 4 0.8
market
5, Growth of public attention to the 0.19 4 0.76
renewable sources development
Presence of powerful human and
6. | scientific resources for the development 0.16 5 0.8
of renewable energetics
7 Positive changes of hfestyle. and power 017 4 0.68
supply of population
The incidence of socio-cultural factors 1.0 X 4.14
1 Presence of techngcal and t'e'chnologlcal 0.25 5 125
production capacities
—_ Presence of inventions, patents for
s |2 . . . 0.1 3 0.3
B innovative designs
& I o
2 |3 Activation of the developme.)nt of high 02 4 0.8
& technology production
E " Activation of scientific-.technological 0.25 4 10
parks operation
5, Development of sc1.er1t1f1c @Vestlgatlons 0.2 5 1.0
and technical designs
The incidence of technological factors 1.0 X 4.35

Tab. 2. PEST-analysis of the perspectives of development of renewable energetics in Ukraine.
*Source: personal investigations of authors.

The conducted analysis showed that the perspectives of the development of renewable energetics in
Ukraine principally depend on political factors (influence coefficient 4.4). Technological and socio-
cultural factors play somewhat less part (influence coefficients 4.35 and 4.14 respectively).

Let us summarize the most valuable factors according to the descending rating into summary table
(table 3).

Factors Factors
Political factors Impact Economic factors Impact
State support intensification of 10 The increase of investments attraction 0.65
renewable energetics brunch ' volume to power engineering branch '
Termination of military situation in 075 The improvement of business climate in 0.6
the country ' the country '
Positive changes in legislation in
terms of regulation of the activities of 05 The increase of investments attraction of 0.6
enterprises in renewable energetics ’ the branch )
branch
Elimination of red tape obstacles in 0.4 Strengthening of export-import 0.6
doing business ] operations with European countries ]
. . . Strengthening of competitive positions
Positive changes in environmental & & pe p
. 1 0.36 and pressure reduction from the 0.45
protection legislation . .
competitors side
Social-cultural factors Technological factors
Severization of requirements to 0.8 Presence of technical and technological 195
energy market ' production capacities )
Presence of powerful human and o S .
ceo b Activation of scientific-technological
scientific resources for the 0.8 . 1.0
. parks operation
development of renewable energetics
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Growth of public attention to the 0.76 Development of scientific investigations 10
renewable sources development and technical designs
Positive changes of lifestyle and 0.68 Activation of the development of high- 0.8
power supply of population technology production
Improvement of population income 04 Presence of inventions, patents for 0.3
rate (purchasing power) innovative designs

Tab. 3. Summary table of PEST-analysis of the development of renewable energetics in Ukraine.
*Source: personal investigations of authors.

Final step of the analysis is shaping all the calculations into matrix. All the factors are placed

downwards according to their significance in the final PEST-analysis table (table 4).

Factors

Changes in brunch

|

Strategic actions

Political factors

State support intensification of
renewable energetics branch

The increase of business
profitability, expectable growth of
the number of enterprises

Increase of production at the
cost of different governmental
programs and subventions

Termination of military
situation in the country

Stabilization of doing business,
the increase of international
cooperation

Finding international partners
and international expansion

Positive changes in legislation
in terms of regulation of the
activities of enterprises in
renewable energetics branch

The increase of brunch
profitability and the volumes of
production

The increase of social
responsibility level of
enterprises (namely in terms of
taxation), increase of wages

Elimination of red tape
obstacles in doing business

Business environment
simplification for agricultural
enterprises

Following rules of fair business

Positive changes in
environmental protection
legislation

Better level of environmental
protection

Construction and operation of
sewage treatment plants, the
development of high
technologies, land erosion
control

Economic factors

The increase of investments
attraction volumes to power
engineering branch

The increase of production
volumes and productive capacities

Concentrating attention to the
quality, production of high
quality goods

Business climate improvement
in the country

The increase of number of
agricultural enterprises

Innovative development,
attraction of domestic and
foreign investments

The increase of investments
attraction volumes to power
engineering branch

The increase of investments
earnings into branch

Production quality upgrading,
build-up competitive benefits
in order to attract investments

Strengthening of export-import
operations with European
countries

New possibilities for agricultural
enterprises

Goods quality upgrading,
design of a new program of
product distribution

Strengthening of competitive
positions and pressure
reduction from the competitors
side

The development of “healthy”
competition in the branch

Finding ways to consolidate
positions in the branch

Social-cultural factors

Severization of requirements to
energy market

The growth of amount of
competitive enterprises

Upgrading products and
service level, boosting
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competitive positions

Presence of powerful human
and scientific resources for the
development of renewable
energetics

The growth of number of
competitive enterprises

Stimulating innovative
activities

Growth of public attention to
the renewable sources
development

The increase of cost of energy
production from alternative
sources

Concentrating attention at
cutting population costs at the
expense of power production
from alternative energy

sources

P i li
Positive changes of lifestyle and romoting public awareness as

power supply habits of
population

Growth of attention to power ot
. , to the possibilities of power
production from alternative . .
production from alternative

sources
sources

Improvement of population
P Popt Growth of companies output
income rate (purchasing

power)

Growth of branch profitability rate, variety growth

Technological factors

The use of technical and
technological capacities in
order to obtain maximum
possible production output

Presence of technical and
technological production
capacities

Increase of output capacities of the
branch

Producing scientific-technical

Activation of innovative activities | . - .\
ideas to raise competitiveness

Activation of scientific-

technological parks operation of the branch
gicalp p of the enterprises

Development of scientific " .,
. L . . The use of “smart programs”,
investigations and technical Modernizing the branch .

. modern IT-technologies
designs

N -, Upgrade of equipment,
Activation of the development | Positive trends of the .

. . technological advancement of
of high-technology production | development of the branch .

production

Design and implementation of
innovations into production
activities

Presence of inventions, patents

. : . Modernizing the branch
for innovative designs

Tab. 4. Final PEST-analysis table of the perspectives if development ofagricultural enterprises in Ivano-Frankivsk
region. *Source: personal investigations of authors.

The conducted PEST-analysis testifies different impact level of the factors analyzed at perspectives
of the development of renewable energetics in Ukraine. The owners of this business and potential
investors should foremost pay their attention at those factors that are the most influential ones. Thus,
we have defined the changes that are taking place within the branch under the influence of different
significant factors and outlined strategic measures to be taken by the enterprises of this branch.

3. CONCLUSION

Thus, the conducted investigation proves that the world power consumption volumes are
constantly increasing, which is caused by quick pace of the growth of production capabilities of
different branches. On the background of quick exhaustibility of natural resources available for power
generation the present state is getting acute year after year. It forced world countries to develop energy
production from renewable sources. The most dynamic pace of development of renewable energetics is
observed in the countries belonging to Organization of Economic Development and Cooperation
(OECD), but it is obvious that other less developed countries (incl. Ukraine) possess the prerequisites
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for development of this perspective branch. According to the results of conducted PEST-analysis it has
been defined that Ukraine has favorable conditions for the development of power production from
alternative energy sources, but there exist some obstacles on the way of activation of this process. We

have offered a set of certain strategic measures in order to overcome the barrier of changes in the

branch of renewable energetics in terms of the most influential strategic environmental factors.
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Slky0is Basenrmna, bopumkesnu Ipuna. CrpaTeriuamii aHaali3 IepCIIEeKTUB PO3BUTKY BiAHOBAIOBAABHOIL
eHepreTUKN B cBiTi Ta B YKpaiHi. XKypnaa Ilpuxapnamcorozo yrisepcumemy imeni Bacurs Cmedanuxa, 5 (3-4)
(2018), 33-43.

¥ craTTi mpoaHaaizoBaHO TeHAEHIIil 3MiH B 0OcArax CIIOXKMBaHH: eHeprii B KpalHaX CBiTy 3a OCTaHHI
pokun. BcraHoBAeHO TeHAeHITi1 3MiH B o0csrax Crro>KMBaHHs eHepril B po3pisi pisHUX JKepea 11 BI/IpOGHI/IL{TBa.
A0ocAiA)KeHO TeHAeHIlii PO3BUTKY BiAHOBAIOBAABHOI eHepreTMKu B cBiTi Ta B VYkpaiHi. OOIpyHTOBaHO
MOTeHIliad PO3BUTKY BiAHOBAIOBaAbHOI eHepreTuku B VYkpaiHi. IIpoBegeHO KoMIAekcHUII aHaaAi3
CTpaTeriyHuX IIePCIeKTUB PO3BUTKY BiAHOBAIOBAAbHOI eHepreTHKM B YKpaiHi Ha OCHOBi 3aCTOCyBaHH:
Metogy PEST-anazisy. OOrpyHTOBaHO OCHOBHI TE€HAEHIIil cTpaTeriYHMX 3MiH B raaysi B Mexkax HamOiabIm
BIIAMBOBMX 3OBHIIIHIX (PaKTOpiB BIIAMBY Ha PO3BUTOK BiAHOBAIOBAABHOI €HEPIeTMKM. JaIllpOIIOHOBAHO
KOMII/EKC CTpaTeriyHmx Aiil B Me>Kax HalOiAbII BIIAMBOBUX (PaKTOPIB 30BHIIIHBOIO CEpeAOBUIIA B MeXKaxX
PEST-anaaisy.

KarodoBi caoBa: BigHOBAIOBaAbHa eHepreTmka, crpareriuamiti anHaais, PEST-anazis, 30BHimIHi
¢akropu, BigHOBAIOBaABHI AKepeaa eHepril.
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THEORETICAL BACKGROUND OF COMPETITIVENESS INDEX
DETERMINATION IN REGIONS

OLENA DYMCHENKO, VICTORIA BELIAVTSEVA, OLHA RUDACHENKO, YURII TARARUEV

Abstract. It is determined in the article, development and implementation of methods to justify
management decisions to be essential when concerning the increase of competitiveness and
investment attractiveness of the regions. Based on the European and local experience in the regions
rate determination analysis, the basic principles and stages of calculating the regional rating were
formed. The index numbers included in the rating are characterized and the necessity of their use
is justified. The calculation procedure and method of the regions index of competitiveness is
offered.

Keywords:  competitiveness, region, aggregate indicator, development level of a region,
competitive advantage.

1. INTRODUCTION

Currently, improving the competitiveness level of regions is an up-to-date issue. The country's
economy is constantly developing at priority rates, it is the key for the development and further
functioning of the state.

Thus, one of the most important current regional management problems in conditions of limited
economic resources is the necessity to develop and implement new modern methods of administrative
decisions motivation concerning increase of regions competitiveness. This problem’s solution is
relevant for all countries, regardless of their development level, as the growth of regional
competitiveness determines the competitive status of the country in the world.

2. RESULTS

As of today the majority of the economic activity processes are directed to the competition. At the
current stage, regional competition increase in importance, it is one of the most important factors in the
regions development and interaction between them.

It is certainly worth it to mention that region competitiveness is defined as a territory’s ability to
manufacture goods and to furnish services on condition of effective use of existing factors of
production (economic strength), attraction of existing and creation of new competitive advantages,
preservation (increase) of a living standard while meeting international economic standards.


http://jpnu.pu.if.ua/

Theoretical Background of Competitiveness Index Determination in Regions 45

Competitive advantages of the regions are provided by the availability and use of natural resources,
favorable conditions for goods manufacturing, the presence of qualified manpower, a developed
academia, the level of education and health care, etc.

However, the competitiveness analysis makes sense only when comparing the state of the object
(region) at different times (intervals), or when comparing the object (region) with other objects—
competitors (other regions).Thus, the competitiveness level of the region can be estimated by applying
an integrated assessment of the competitiveness of the region, comparing it with an integrated
assessment of the competitiveness of the region — standard. As a reference region, it is appropriate to
use the region, which has the best competitiveness characteristics.

Today the issues related to the study of the “competitiveness” concept are one of the current
research objectives, it is due to the several factors.

Firstly, the impact of globalization processes, which resulted not only in intergovernmental
relations, but also between countries and regions. Secondly, there are new factors in the global
economy that have been able to displace leaders in their traditional markets. Thirdly, the economic
activity globalization has exacerbated the struggle for markets, foreign investment, innovations and
new technologies.

Table 1 presents interpretations of the “competitiveness” concept of the different scientist’s views
[1,2].

Definition Author
Competitiveness — is a synthesis of quality and a possibility of successful
production sale of products in a competitive local or international market at a T. Grinko

certain time by achieving competitive advantages

Competitiveness — is an ability to provide a better position than a competing

. B. Karloff
enterprise
Competitiveness — is the economic, social and political position of a country or
an individual producer in the local and foreign markets M. Porter
Competitiveness — is the result of the maintenance creation over a long period .
p &P N. Drobitko

of time and the total assessment of competitive advantages

Competitiveness — is an aggregate of advantages and ability of the subject in
comparison with similar, seeking to attain the goal, specific to them, under the| A.Dementieva
conditions of the law hold in a particular environment (system)

Competitiveness — is a property of the object that characterizes the degree of
real or potential satisfaction of a specific need in comparison with similar objects | R. Fatkhutdinov

presented in a particular market

Tab. 1. Definition of interpretation of the "competitiveness” concept

In order to get an accurate understanding of the competition nature and role, table 2 shows its main

types [1, 2].

By genetic By structure By the level of products By manifestation
characteristic interchangeability (services) forms
- perfect; - sectoral; - trademarks competition; - pricing;
- oligopoly; - intersectoral; - industry competition; - non-pricing;
- imperfect; - formal competition;
- monopoly; - general competition;
- unfair competition;

Tab. 2. Competition types
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It is widely known that the competitiveness of any kind of economic activity is controlled by the
state. Statutory regulation is carried out primarily by the Verkhovna Rada of Ukraine through the
adoption of relevant laws [3].

Thus, one latterly observes a competition increased between regions in different markets of goods
and services, that provides the relevance of the evidence-based proposals development on the order
and method of the competitiveness index of regions calculation.

Nowadays, there are a lot of methods of index of regional competitiveness calculating, which
depends on many factors (the conditions of monitoring, the method of calculating the composite
indices of regional development indicators, the availability of initial information, the specificity of the
object of study, etc.).

However, among the indicators groups that reflect the level of economic development of the
regions, the condition of infrastructure, awareness of regional governance structures, the most
problematic is the set of indicators that reflect the characteristics of the institutional environment of the
region. It is directly related to the complexity of identifying and measuring institutions that affect
regional competitiveness. In fact, it is necessary to fully evaluate the quality of the institutional
environment and the effectiveness of interaction between the authorities and management, business
community engaged in the economy, have a significant impact on the competitiveness of the economy.
Such an approach overcomes the narrow framework of the functional format in the study of
competitiveness and establishes the priority of analysis from the perspective of business entities.

Comparison of integrated level of competitiveness evaluation obtained by the selected methods
allows us to conclude that in the current context it is essential to subsequently improve the
methodological tools for evaluation of the regions competitiveness. Necessary adjustments and
justifications of the indicators list that characterize the region competitive advantages, as well as
improving approaches to the calculation of the integral indicator [4, 5].

Based on the results of the authors ' analysis of the European and native experience in determining
the regions rating, it is useful to formulate basic principles and stages of calculating the regional
rating [4].

The principles of the proposed rating formation include:

1. Usage of public information.

2. Accounting of European experience.

3. Refusal to conduct surveys and use their results.

4. Application simplicity.

5. The integrated nature of the rating.

It is worth noting that the calculation of the regions competitiveness rating in Ukraine is carried out
in order to analyze main trends of regional development to justify the decisions concerning: a) state
financing volumes of regional development; b) definition and development of priority sectors of the
economy of the regions in the conditions of limited public funds c) the attraction and use of foreign
investment for the development of regional infrastructure, etc. The competitiveness of regions rating is
determined annually by the results of the necessary statistical and other information analysis, since
such a periodicity, when accumulating sufficient amount of information, allows to use a significant
number of indicators and get a full concept of the main trends and patterns of regional development in
modern economic conditions. What is more, in order to improve the efficiency and objectivity rating
level, it makes sense as well to calculate the main and additional rating indicators on a quarterly basis.
Nowadays all regions are included in a single rating, as it is practiced in European countries (views on
practicality of comparing different regions, regardless of the country of location, have acquired a
special prevalence).But if necessary, it is possible to detect and take into the account the specifics of the
Ukraine's regions, in accordance with the priorities of their development, which is consistent with the
objectives of the development Strategy of Ukraine until 2020, the State strategy for regional
development for the same period and other equally important documents. Particularly, increasing the
competitiveness of the regions of Ukraine is one of the priorities of the State strategy for regional
development. And one of the ways to achieve this goal is to ensure effective specialization of the
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regions. Taking into the account the main areas of the strategy implementation, among the regions of
Ukraine one can distinguish:

- industrial;

- agricultural;

- touristic;

- innovational;

- focused on the priority education and science development;

- those to have a high investment attractiveness, or (and) developed infrastructure, etc.

Such a regions classification, depending on their specialization, requires a particular study and may
be one of the areas of refinement of this rating, which is based on the European trends, as it is already
noted.

International organizations with experience in the field may also be involved in determining the
regions competitiveness rating of Ukraine. Such an approach provides displaying of trends and
patterns of Ukraine's regions development, taking into the account the world's and European
experience in this field.

Thereby, below one presents the calculation of the regions competitiveness with the definition of
the corresponding integral indicator — the index of competitiveness of regions (GCE), that is determined
by the implementation of the following stages:

1 stage. Justification of indicators and groups formation

2 stage. Calculation of indicators by competitiveness groups.

Formulas for calculating the indicators [5, 6] are represented below, they are formed using absolute
and relative indicators.

A
Lge = oA (1.1)
ABC =Ty, .
K
B
Ipign = B_}Z" (1.2)

where Iasc, Isian— indicators, evaluated based on the use of absolute and relative indicators, unit
fraction;

Apr, Ak — the absolute value, for the region and the country as a whole, respectively;

Br, Bk — the value of the relative indicator, for the region and the country as a whole, respectively;

Hr, Hx— the number of permanent population of the region and the country as a whole, measured
in thousands of people [7, p. 26-27]

3 stage. The competitiveness of regions rating by groups.

The formula for rating of regions determination in the context of groups can be given as follows:

1
IKP; =~ 0L, 1), (1.3)

where IKPi,—index of regional competitiveness for the group, unit fraction;

n — indicators number in the group i;

I- j-h group i indicator, unit fraction.

4 stage. The calculation of the regions competitiveness rating.

To determine the integral indicator of the regions competitiveness, it is essential to combine the
previously calculated indicators into the one indicator and it is proposed to complete using the “radar
method”. It is widely known, that this method involves comparing the area of the polygon (which
depends on the actual values of the competitiveness of the enterprise or region) with the area of the
circle of a predetermined maximum diameter. We believe such an approach particularly
underestimates the results obtained. Therefore, it is proposed to compare the “radar” regions with the
maximum of the calculated values.



48 Olena Dymchenko, Victoria Beliavtseva, Olha Rudachenko, Yurii Tararuev

Taking into the account, that 9 groups of factors have been created, sin(40°) is used to determine the
radar area, which is reduced while calculation. In such a manner a formula for determining the integral
indicator of regional competitiveness can be given as follows:

ala2+a2a3+---+a9al
IKP =
A1A2+A2A3+-+A9A1

00, (1.4)

where al, a2, ..., a9 — regions competitiveness indicators on groups, unit fraction;
Al, A2, ..., A9 - the maximum value of the hypothetical region competitiveness, unit fraction.
Multiplication by 100 in this case is necessary for the convenience of displaying the results.

Consequently, it is proposed to include 10 groups in the competitiveness rating:

1. Natural wealth.

2. Ecology and environmental protection

3. Culture.

4. Infrastructure.

5. Macroeconomic environment.

6. Health, social protection and safety.

7. Education.

8. Economic activity.

9. Business.

10. Innovation activity.

Along with this, however, the method proposed by the team of authors is based on the processing
of a large amount of basic data. It is a consequence of the fact that the competitiveness index of the
particular region results from the analysis of nine groups of indicators, while each has from two to ten
components that are bounded to the population of the region. Such a calculation amount significantly
complicates regions index of competitiveness determination, and demands efforts and resources
expense.

What is more, the indicators used to evaluate the competitiveness of the region are heterogeneously
to compound, that reflects the proposed methodology complexity and affirms the information
completeness, which displays the resulting index of the regions competitiveness. For this reason, in the
future it is advisable to assign calculations for each individual group to specialists in each particular
field for rating determination. It is needed as a specialist in the field of “Health Protection” cannot
properly calculate the indicators for the group “Macroeconomic environment”, etc. Thus, it is necessary
to involve various specialists for the region competitiveness index calculation, it leads to the cost
increase while using technique, as along with the cost of finding and hiring such specialists, there are
costs, necessary for conducting seminars for explaining how to apply the technique of calculating the
competitiveness index of the region.

At this rate, for the in time and correct regions competitiveness determination it is worth to attract a
contracting agency with a list of functions including search of specialists for each field of assessment,
their study, conducting evaluation and results analysing. As a disadvantage of this approach one
considers the increase in the services cost of such organizations. In the framework of the issue
according to the analysis results, the team of authors revealed that the cost of competitiveness indices
calculating for all regions of Ukraine does fluctuate from one hundred and fifty to one hundred and
eighty thousand hryvnias. This value sums from the costs of wages, social security payments, general
expenses and the profit. It is also worth noting that a significant share of the work cost to determine the
competitiveness rating of the regions is the last two elements. Yet their size to a large extend depends
on the pricing policy of the contracting agency.

3. CONCLUSIONS

Thus, according to the authors, the proposed method of calculating the regions competitiveness
indices is relevant and accessible from the standpoint of obtaining initial data, that is confirmed with
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usage of data sources to the calculation of modern statistical and other publications, information is
widely available.

REFERENCES

[1] Kuzmin O.Ye. Management of international competitiveness on the enterprise. Kompakt-LV, Lviv, 2005.
(in Ukrainian)

[2] Piddubnyi 1.O., Piddubna A.L. Management of international competitiveness on the enterprise. INZHEK,
Kharkiv, 2004. (in Ukrainian)

[3] Zakharchenko S.V. Competitiveness of the regions of Ukraine: assessment, forecast and mechanism of
increase (according to the methodology of the international Institute of management development).
Abstract thesis of PhD: 08.00.05. Chernihiv, 2013. (in Ukrainian)

[4] Bezugla V.O. Integrated assessment of the regions competitiveness of Ukraine. Municipal Economy of
Cities, 70 (2006), 53-60. (in Ukrainian)

[5] Artemenko V. Indicators of regions sustainable socio-economic development. Regional Economy, 2
(2006), 90-97. (in Ukrainian)

[6] Antonyuk L.L. The way of Ukraine's integration into the global innovation system. In: Lukianenko D.H.
(Ed.) Common EES: harmonization of mega-regional contradictions. KNEU, Kyiv, 2007. (in Ukrainian)

[7] Annoni P., Kozovska K. EU Regional Competitiveness Index 2010. Available at:
http://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/2010_competitiveness_index.pdf

Address: Olena Dymchenko, Victoria Beliavtseva, Olha Rudachenko, Yurii Tararuev, O. M. Beketov
National University of Urban Economy in Kharkiv, 17, M. Bazhanova Str., Kharkiv, 61001,
Ukraine.

E-mail: dymchenkoov@gmail.com, polkin87@ukr.net

Received: 25.08.2018; revised: 14.11.2018.

Aumuenko Oaena, beassnesa Bikropisa, Pyaauenko Oasvra, Tapapyes IOpiit. Teopermuni ocHoBu
B/3HAYeHH: IIOKa3HMKIB iHAEKCYy KOHKYyPeHTOCIIPOMOXKHOCTI —perioHis. JKypnar Ilpuxapnamcoxozo
ynisepcumemy imeni Bacuas Cmedanuxa, 5 (3-4) (2018), 44-49.

Y crarri BmM3HaueHO HeOOXigHICTh pO3POOKM Ta BIIPOBaJ’KeHHSI MeTOAIB OOIPYHTYBaHHI
YIPaBAiHCBKUX PpillleHb, IO CTOCYIOThCS ITIABUILEHHS KOHKYPEHTOCIIPOMOXKHOCTI Ta iHBeCTMLIINHOL
npuBabAMBOCTI perioHis. 3a peayabTaTamMm aHali3y €BPOIENCHKOrO Ta BiTUM3HAHOIO AOCBidy BU3HAUEHHs
pelTUHIY perioHiB 6yan cpopMoBaHi 6a3oBi MPUHLIMIIN Ta €Tallyl PO3PaxXyHKy PerioHaAbHOTO PENTUHIY.
Oxapaxrepu3oBaHO ITOKa3HUKM, IO BXOAATh AO CKAaAy PeNTHHIY Ta OOIPYHTOBAaHO HEOOXigHiCTh ix
BUKOPUCTaHHs. 3aIllpOIIOHOBAHO IIOPAAOK Ta METOAMKY OOpaxyBaHHs iHAEKCY KOHKYPEHTOCIIPOMOXKHOCTI
perioHis.

Karo4oBi caoBa: KOHKYypEeHTOCIPOMOXKHICTh, PerioH, iHTerpaAbHUI IIOKa3HMUK, PiBeHb PO3BUTKY
perioHy, KOHKypeHTHa IiepeBara.
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ESSENTIAL STRATEGIC MANAGEMENT ACCOUNTING TOOLS
USED FOR MAKING INVESTMENT DECISIONS AT ENTERPRISES
IN EU

NADIYA PYLYPIV, IRYNA PIATNYCHUK

Abstract. Slow current modernization reforms in the economic sector have significantly weakened
the competitiveness of enterprises in EU; therefore, there is a great need for new tools in the
managerial decision-making process. Information provision of the decision-making process on
expediency of investment activity in the form of capital investments is formed within the
limits of strategic management accounting. In the research except for various analytical methods
(analysis, synthesis, comparison, grouping, etc.) a “decisions tree” method is used for choosing
a reasonable solution. In the study, strategic management accounting has been defined as a
separate kind of management accounting, which involves generation of high-quality information.
Certain tools may be applied within it for the decisions made by managers, based on established
business partnership with successful implementation of business strategy. Five most widespread
groups of tools of strategic management accounting are cost accounting; planning, monitoring
and evaluation of effectiveness; strategic decisions; competitor accounting; customer accounting.
It is recommended to complete the list of instruments integrated within the five groups
by a separate group — a specific category of supplier accounting that would contribute to the
generation of more complete and qualitative information provision for the process of making
managerial decisions on the appropriateness of capital investments in the investment activity
of the enterprise in EU. The research made it possible to reach the following conclusions. Important
components should be taken into account in order to fulfil strategic management accounting
of the company in a proper way. Those are data sources choice, collecting and processing of
information, choice of instruments of strategic management accounting, formation of internal
regulation of strategic management accounting, development and supply of accounting
and analytical information; process of solutions development, and the choice, which can
provide generation of necessary information for competitive managerial decisions made by
managers. Application of advanced tools for strategic management accounting, which give
information to meet issues related to the characteristics of consumers, competitors, suppliers,
project costs, assessment of investment feasibility in the project, is caused by the necessity of
competitive decision-making with the help of the above-offered decisions tree tool usage.

Keywords: strategic management accounting, organization, tools, strategic management decisions,
investment of the enterprises in EU.
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1. INTRODUCTION

Under the current conditions of slow economic reforms, which have significantly weakened the
competitiveness of the enterprises in EU, the need to use new tools in the process of making managerial
decisions is quite mature. Prior to the onset of economic instability in the country a strategy of
enterprises development was focused on finding new business directions by improving the
infrastructure that required increase in the number of personnel. Now the strategy is aimed at
optimizing business processes and significantly improving their efficiency. In the process of making
economically grounded decisions it forces managers of different levels to use an information base
which would give an answer to the questions like “What will happen if: to expand production, to open
new production areas, to use free areas aimed at production, to recover, improve or buy new
production equipment?”.

At the same time it is advisable to find answers to the above-given questions based on alternative
solutions. Regarding that, by means of some strategic accounting tools selection, it is possible to form
qualitative and complete information support for the process of their adoption. The set of tools is
characterised by flexibility of its application and high level of subordination.

The issue of strategic managerial accounting at the enterprise was studied by such Ukrainian
scientists as: Brukhanskyi R. F. [1], Vlasova O. Ye. [2], Yershova N. Yu. [3], Matiukha M. M. [4],
Shevchuk V. R. [5] and others. However, more thorough research was carried out by foreign scientists:
Bromwich M. (1990) [6], Cadez S., Guilding S. (2008) [7], Cinquini L., Tenucci A. (2010) [8],
Cuganesan S., Dunford R., Palmer I. (2012) [9], Juras A. (2014) [10], etc.

Paying tribute to the importance of scientists” achievements, we should admit that in today's
economic conditions the questions of strategic management accounting connected with formation of
necessary information support for the purpose of the decisions made by managers in the part of
investment activity need further studying and remain open.

The purpose of the article is to study the set of tools of strategic management accounting, which in
the process of making of managerial decisions would ensure creation of such an information base used
by managers of the enterprise in EU for the appropriateness of investment activity in the form of capital
investments.

2. ANALYSIS AND DISCUSSION

Strategic management accounting plays an important role in strategic planning for the enterprise in
EU. When top executive managers focus on making major strategic decisions such as: appropriateness
of investment in new equipment or restoring the existing one, it predetermines necessity of the
requisite information, prepared by accountants, to form variable solutions. Therefore, it is required to
use a number of tools that will ensure generation of accounting and analytical information range
meeting management needs.

We believe, the necessity of consideration of two varieties of managerial accounting (traditional and
strategic) requires further research of possibilities of appropriate techniques usage they have, in order
to form an information base for the managerial decisions made by managers according to the
hierarchical levels of management. Instead, in the domestic scientific literature scholars who explore
possibilities of application of strategic management accounting tools mean only traditional ones
accordingly causing shallowness of usage of their information potential. Therefore the level of
adaptability to modern conditions at domestic enterprises in EU is not high.

Due to our former research, we believe that strategic management accounting should be
understood as a separate type of management accounting, which involves arrangement of qualitative
information through the application of tools distinguished within it for the decisions made by
enterprise managers. It is based on established business partnership and aims at successful
implementation of enterprise strategy in EU.
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We agree with S. Kadesh and S. Gilding [7, p. 838-839] as for the five groups of strategic
management accounting tools singled out that will facilitate proper selection of correspondent
instruments within each of them: 1) cost accounting; 2) planning, monitoring and evaluation of
efficiency; 3) making strategic decisions; 4) competitor accounting; 5) customer accounting which will
enable to form economic basis for making competitive management decisions.

However, due to the study of practical activities of business entities we have revealed that in the
generation of accounting and analytical information about competitors and customers (consumers) the
tools of strategic management accounting do not allow to take into account information about such
business partners as suppliers. Therefore, in order to resolve the problem, it is offered to supplement
the list of instruments combined within five groups by a separate group — supplier accounting,
including such instruments as: supplier positions monitoring, supplier assessment, market situation of
procurement and channels of resources distribution efficiency evaluation. It will depend not only on
the quality of manufactured products but also on the continuity of the production process itself (Table
1). We think that such a group of strategic management accounting tools will contribute to the
formation of more complete and qualitative information provision in the process of making managerial
decisions dealing with the appropriateness of capital investments in the investment activity of the
enterprise in EU.

No Groups of tools of
n/p strategic man.agement Tools of strategic management accounting
accounting

1 2 3
Calculation of the prime cost of products by the type of activity
Calculation of the life cycle of the product

1 | Cost accounting Quality-based calculation
“Target-cost”
Value-based chaining calculation

5 Planning, monitoring and | Benchmarking

evaluation of effectiveness | Integrated assessment of efficiency / Balanced Scorecard

Strategic cost accounting (strategic cost management)

3 Man.agerial decisions Strategic pricing

making

Brand rating (budgeting and monitoring)
Estimated costs of competitors

4 | Competitors accounting Competitors’ positions monitoring
Evaluation of competitor's performance
Profitability / customer cost analysis

5 | Customer accounting Real-time customer profitability analysis
Evaluation of customers as an asset
Suppliers” positions monitoring

6 | Supplier accounting® Evaluation of suppliers’ performance
Estimation of procurement of the market and resources
distribution channels

Tab. 1. The main tools used in the system of strategic management accounting’.

’ Suggested by the author. Source: based on [10].
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Implementation of strategic management accounting tools itself is possible on condition there is the
choice of sources of information both from the outside and from the internal environment as well as
organization of collection and processing of information.

In addition to the above mentioned first two components there are those ones no less important and
represented by formation of internal regulations concerning organization of strategic management
accounting; generation and submission of accounting and analytical information; process of solution
development and its selection.

The characteristics of important components of strategic management accounting regarded to be
necessary for the generation of more complete and high-quality information in the context of product
range, individual customers, suppliers and competitors, which is presupposed to be used by managers
of the enterprise in the process of making managerial decisions, is shown in Fig. 1.

Selection of mformatlon : :
~ sources, organization of i::
;13 collection and processing of;
-------------------------------------------------------------------- : information

Sources of information from external and internal
environments of the enterprise

s, L peeesesseseesiiiieiiiiiiinenany ......... . . Selectionofstrategic
I:] ¢ Customer : Suppller (vendor)i i Competitor ;

I} { accounting : : accounting E accounting

management accounting !
tools i

HE Planning, ii  Strategic :
| COSt‘ i i monitoringand :{ decisions ] i
o accounting : : evaluation of making N SRR 1

S g. effectiveness H : =3

{ Organization of strategic management accounting h :
i:] regulations; organization of accounting and analytical
i service providing; workflow schedule; forms of

. . strateglc management
managerlal reporting

accoun’ang
:‘".-'._ ATAT AT ATATGT

*'—'—'-Jof accounting and analytlcalléi

information i

The process of solution
development

Administration of the highest level of management,
contact groups

PETECIL EL E P

JChome of the solutlon based! ' :

4

Fig. 1. Important components of strategic management accounting used for reaching competitive management decisions.
Source: author's design.

It is worth noting that the source of such information generation is a kind of marketing research,
which is reflected in the developed business plan of the investment project based on its feasibility and a
financial plan. In our opinion, creation of a business plan for the investment project at an enterprise
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should involve contact groups, which include representatives of important departments (accounting,

marketing, financial, production, legal, etc.).

In order to make a managerial decision on the appropriateness of investing in the form of capital
investments, it is important to make a choice with the help of the tool called “decisions tree”, developed

and recommended by the author, for its practical application. It is shown in Fig. 2.

opportunity to substantiate a managerial decision

Blocks of questions the answers to which give an Categories of tools of SMA

= = =_=

Questions to customers Customer
e e e accountjng
: Is there enough quantity of consumers? Is their location close? L
lAre their needs solvent? Are there acceptable consumption: R
Volumes? @ "
U SO P SO U PP
Questions about competitors Competitor
! ) o ] : accounting
| Is there a large number of competitors? Is their price attractive? '
Is there a wide range of products? Are they close to our company? E_@ >
A 3 Supplier
__________________ Questions aboutsuppliers V= (vendon)
! Is there enough quantity of suppliers? Are they close to our : accounting
@ !company? Is their business reputation positive? Is there a flexible : |
4-.-1system of contractual relations? E—® "
4 Cost accounting
! Is the production (project) primary cost not big? Is it possible to i
@ lreduce it further on? Is there enough internal resources for LO
4_.-!production of goods? I No 7
U UUP SR PPIPPRIPPIN.
Planning,
Questions about evaluation of expediency ] MONitoring and
I - evaluation of
i Is NPV more than 0? Is the IP more than 1? Is the discount rate | effectiveness
<IRR? Is ARR> the expected revenue rate? Is the payback period LO .
sshorter compared to the alternative? I No g
S SRS PPIPPRIPPIN.
y
Questions about acceptance and justification of managerial _______ Strategic
i Is the information received in full and with a high level of | ‘ decisions making
iquality? Were there several alternatives to investment projects |
formed? Is a full investment feasibility study carried out? Is all the @ >
!benefits included? :
L e e !
[ [
[ [
High level of attractiveness of Low level of attractiveness of
the investment project the investment project

———

Fig. 2. Adoption of a managerial decision on investment activity in the form of the "decisions tree” tool through
the usage of established strategic management accounting information base. Source: author's development.
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It will be possible to use existing information provision giving answers to the questions about
consumers, competitors, suppliers, costs of the project, assessment of feasibility of investment project
implementation for competitive managerial solution making.

Consequently, application of such a decision-making tool as a “decisions tree” allows one to
determine a high or low level of attractiveness of an investment project by raising questions and
looking for the answers to them, moving from the top to the bottom.

3. CONCLUSIONS

Thus, the study made it possible to formulate the following conclusions.

1. For the purpose of correct management of strategic accounting at an enterprise in EU, it is
necessary to take into account such important components as: selection of sources of information,
collection and processing of information; choice of tools (methodical techniques) of strategic
management accounting; formation of internal regulations for conducting strategic management
accounting; generation and submission of accounting and analytical information; the process of
decision making, as well as its choice, which will provide necessary information for making managerial
decisions.

2. Application of progressive strategic management accounting tools for the formation of
qualitative information support that provides information for the issues solved, related to the
characteristics of consumers, competitors, suppliers, project cost, investing feasibility estimation in the
project is caused by the necessity of managerial decisions making with the help of offered decisions
tree.
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IImanmnis Hagais, IT atanayx Ipuna. OcHOBHMIT iHCTpyMeHTapill CTpaTerivHoOro yrpaBAiHCHKOTO ODAIKY AAs
OPUHATTS iHBeCTULIIHUX pimeHb Ha nianpuemcrsax B €C. 2Kypnar Ipuxapnamcvkozo yrisepcumemy imeri
Bacuas Cmegpanuxa, 5 (3-4) (2018), 50-56.

Y crarti Aocaia’keHO IHCTpyMeHTapill cTpareriyHOro yrpasaiHCBKOro 00aiKy. Buokpemaeno
Ba)XAMBI CKAaAOBi CTpaTeriyHOro yIpaBAiHCBKOTO 004iKy Ha miampueMcTtsi B €C, sKi CHPUATUMYTbH
¢opMyBaHHIO IIOBHOTO i sKicHOro iHopMarniiHOro 3abesIedeHHs IIPOIleCY MPUIHATTA YIpPaBAIHCHKIX
pimtens. 3a pesyabTaTaMM IIPOBeJEHOIO AOCAiIAKeHHs 3allpOIIOHOBAHO IPUIHATTS KOHKYPEHTO-
CIIPOMO>KHOTO  YHPaBAIHCBKOIO PpillleHHs IOAO JAOLIABHOCTI 34iJICHEHHs IHBECTUIIIHOL AisfABHOCTI
3AIMICHIOBaTM Yy BUIASAL JAepeBa PpillleHb uepe3 BUKOpUCTaHHA cdopmosaHoi iHpopMauiiHoi 0Oaszn
CTpaTeriyHOro yIpaBAiHCBKOrO 004iKy, IO CHpUATMME BM3HAUYEHHIO MpuBaOAMBOCTI IHBECTHUIIIIHOTO
IIPOEKTY, KNI IIPOIIOHYEThCsI MeHe A KMEeHTOM HignpueMcTsa B KpaiHax €C.

KarodoBi caosa: caoBa: crpaTeriynmii ympaBAiHCBKMIT 004iK, iHCTpyMeHTapiit, opranisariis
CTpaTeriyHOrO YIPaBAiHCBKOTO 00AiKy, CTpaTeriyHi yIpaBAiHCBKI pillleHHs, iHBecTUIiliHa AifABHICTbH
nianpuemcts Kpain €C.
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TAX CONTROL IN THE SYSTEM OF TAXES ADMINISTRATION

OLHA ZHUK

Abstract. The article deals with the features of tax control in the system of tax administration. The
main stages and peculiarities of implementation of tax control are highlighted on each of them. The
principles and functions of tax control which will ensure the efficiency and effectiveness of this
process are determined. The main forms and peculiarities of tax control are described.

Keywords: tax control, checks, accounting of taxpayers, regulatory authorities, tax administration.

1. INTRODUCTION

Control is an important element in any management area. Tax control is an independent kind of
state control focused on the implementation of the tax legislation by taxpayers, detecting, preventing
and eliminating tax offenses.

As the part of the tax administration system the tax control has to perform the tasks of reducing tax
debts of the taxpayers and to ensure its full and well-timed payments into budgets and state trust
funds.

The questions related to the tax control held by the organization and its conducting are described in
the works of home and foreign scientists, such as: O. D. Vasylyk, L. K. Voronov, M. M. Veselsk,
L. O. Zazvonova, G. V. Pukhalska, T. V. Lytvynchuk, L. M. Kasianenko, M. P. Kucheryavenko,
A.N. Kozyrina, A. I. Krysovatyj, A. Y. Kizymy, V. V. Karpova, O. P. Cherniavskyj, V. P. Khomutenko,
V. V. Nemchenko and others. However constant changes in tax legislation require constant researches
on the effectiveness of tax control.

2. RESULTS

Tax control which is the part of the system of tax administration and fees has to ensure the link
between taxpayers and public administration authorities who has the rights in all questions of taxation.
In the system of tax administration, fees and payments the tax control is proceeded in the process [1]:

- keeping accounting of taxpayers;

- keeping an operational accounting of taxes, fees and customers payments;

- administration of the system of acceptance and computer processing of tax reporting;

- determination of the tax and monetary obligations of taxpayers, fees and payments;
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- inspections and checks in accordance to the requirements of the Tax Code as well as the checks in
the compliance with the legislation, the control over all of it is entrusted to the controlling authorities;

- administration of the taxpayer's tax debt.

Tax control as an element of the system of the tax administration and fees provides not only the
completeness of tax revenues to the budget and state trust funds, but also the responsibility of all the
participants of the legal relationship for compliance with tax legislation

According to the Tax Code of Ukraine tax control is defined “as a system of actions taken by the
controlling authorities in order to control the correctness of the charge, completeness and timeliness of
payment of taxes and fees, as well as compliance with the legislation on the regulation of cash flow and
cash operations, patenting, licensing and other legislations, the control of which is entrusted to the
control authorities” [2].

Tax control is held by the supervisory authorities within their authority which are defined by the
tax law.

Control authorities are the state fiscal authorities - the central executive body, which ensures the
formation of a single tax state, state customs policy in the taxes administration and fees, customs
payments and implements state tax, state customs policy, ensures the formation and implementation of
a state policy on administering a single payment , ensures the formation and implementation of state
policy in the combating offenses in the tax and customs legislation as well as the law surrenders for
single payment, and its territorial bodies [2].

General and specific principles of control activity dorm the basis for the organisation of tax control
in Ukraine. The general principles are: implementation, competence, professionalism, determination of
the subject of control, coordination and interaction of control bodies, as well as completeness [3].

The following are specific principles of the organisation of tax control: compliance with the
procedural form, presumption of innocence of taxpayers, presumption of the rights of taxpayers,
compliance with tax secrecy, ensuring the optimal combination of fiscal and regulatory direction of tax
control (the principle of preventing damage to taxpayers). Compliance with these principles of tax
control ensures its efficiency and effectiveness [3].

In addition, tax control has the following functions [4]:

- accounting function - providing accounting of taxpayers, subjects of taxations, proper payments to
budgets and state funds;

- preventive function - termination and prevention of offenses in the tax sphere;

- informational function, tax control serves as a source of information for making managerial
decisions;

- the control function of the tax control results may increase the amount of revenues to budgets and
state funds.

Tax control is realised in stages.

At the first stage of the control planning, some inspections should be done in accordance with the
tasks of control to detect tax offenses in the activities of the organisation.

The second stage involves preparing for effective control measures through analysis to identify tax
risks in the activities of the taxpayers.

The next stage is related to the control and verification of the performance indicators of the
business.

At the final stage based on the results of the control an act of verification is created. In this act the
offenses are displayed if they are detected, or they make a special certificate instead of its absence.

Tax control is realised by:

- keeping records on taxpayers;

- information and analytical support of the activity of controlling organisations;

- inspections [5].

The tax accountancy is the tax policy defined by the tax authorities regarding the registration, re-
registration and withdrawal of persons for tax accountancy purposes, as well as the activities of tax
authorities for the conduct of the Unified State Register of Taxpayers.
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Accounting of the taxpayers is realised in order to create conditions for the control authorities to
monitor the accuracy of accrual, timeliness and completeness of taxes, accrued financial sanctions,
compliance with tax and other legislation, the control of which is entrusted to the control authorities.

Information and analytical support for the activities of the controlling bodies is a set of measures
coordinated by the central executive body, which ensures the formation and implementation of the
state financial policy regarding the collection, processing and use of information which is necessary for
the performance of functions entrusted to the control authorities [2].

For informational and analytical support of the activities of the controlling body information is
used:

- from taxpayers and tax agents;

- from bodies of executive power, bodies of local self-government;

- from banks and other financial institutions - information about the presence and movement of
funds on accounts of the taxpayer;

- from authorities of other states, international organisations or non-residents;

- the consequences of tax control;

- published in accordance with the law [6].

The main form of tax control in Ukraine are checks. This form of control is the most effective in
terms of detecting and recovering arrears, providing tax revenues to the budgets.

Within regards to the tax check, one must understand the right of the tax authorities to verify
compliance with tax legislation by comparing taxpayer's reporting data with the actual state of his
financial activity in order to establish the correctness of the calculation and timely payment of taxes and
fees, the determination of the tax liability, the identification of facts indicating the commission offenses
in the field of tax relations.

The controlling bodies have the right to have the following types of tax inspections: footage-based;
documentary (scheduled or unscheduled, outgoing or non-existent); actual checks.

A footage-based check is a check realised in the building of the controlling authority just on the
basis of data which is in tax declarations (calculations) of the taxpayer and data of the system of
electronic administration [2].

The purpose of the check is to show:

- presence of required payment documents;

- making tax declarations and settlements;

- accounting of total amounts of tax liabilities payable to the corresponding budget;

- observance of the established terms of payment of taxes and fees;

- the correctness of the application of tax rates and tax breaks;

- the correctness of displaying the indicators necessary to calculate the tax base.

The documentary check is a check the subject of which is the timeliness, reliability, completeness of
the accrual and payment of all taxes and fees provided for by the Tax Code as well as legislation of the
control of which is entrusted to the controlling bodies [2].

The purpose of documentary verification is to show:

- timeliness, authenticity, completeness of accrual and payment of all taxes and fees provided by
the Tax Code;

- compliance with currency legislation;

- observance of other legislation the control of which is entrusted to the controlling bodies;

- compliance by the employer with the labor legislation in regard to the employment of hired
employees.

Documents checks can be scheduled and unscheduled, outbound checks and non-outbound checks.

Scheduled documents check is held in accordance with the schedule of inspections.

The unscheduled documents check is a check that is not in the schedule but there are appropriate
grounds that give control authorities the right to do it.

A documentary outbound check is a check held at the taxpayer's location or location.

A documentary non-outbound check is a check held at the place of the controlling authority.
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To all intents and purposes it is a check held at the place of actual performance of the taxpayer, the
location of the property of a taxpayer. Such verification is carried out by the supervisory authority in
compliance with the legislation on the regulation of cash circulation, the procedure for taxpayers to
settle transactions, cash operations, the availability of licenses, certificates, compliance with employer
legislation on the issue of employment relations with employees [2].

In summary it should be noted that the controlling bodies consider the documentary out-of-
schedule control as the most effective form of tax control. This kind of verification allows the
supervisory authorities to identify the biggest violations of tax legislation and enables the tax
authorities to reimburse to the budget a significant part of those tax payments that the taxpayer has
declined to pay.

For each type of verification the Tax Code defines the terms in which it must be conducted. Each
form of tax control has its methods. They are chosen according to the specific tasks that control bodies
are facing. The correct selection of both the form and the methods of tax control allows to achieve the
greatest efficiency in the process of tax control.

The most common methods are the direct and indirect methods. Direct methods of tax control
include: observation, survey, inventoring, accounting of taxpayers, expertise.

The application of all of the above methods, as a rule, aims for one to familiarise oneself with the
state of the tax activity of the business, as well as the verification and examination of documents
submitted by the taxpayer and their compliance with actual taxation data, which is measured for its
accuracy, completeness and the timeliness of taxpayers’ transfers to the budget.

Indirect tax control methods differ from direct sources of information about the taxpayer, which
include:

- analysis of statements of banks from accounts of the taxpayer;

- research of information of suppliers or consumers;

- analysis of results of counter inspections of third enterprises;

- comparison of the taxpayer’s activities with the average levels for his industry and in the region in
which he undertakes his economic activities.

Consequently, direct tax control methods involve the use of information directly related to the tax
returns, records and other documents provided by the taxpayer.

In contrast to direct methods, indirect methods are used to determine taxpayers’ tax obligations by
comparing taxpayer activity information received from other sources with taxpayer’s accounting
records.

3. CONCLUSION

Tax control is an independent direction of state control, which has a clearly defined purpose and is
fulfilled by keeping records of taxpayers, information and analytical support and carrying out
inspections.

The tax control is held in several stages each of which must comply with the norms of the law, be
conducted in a certain sequence and be focused on achieving the necessary results which are the
detection of overuse of taxation and taking actions for their avoidance in the future.

The choice of the form of control will depend on the purpose and tasks of the controlling authority.
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Kyx Oasra. IlogaTkoBuit KOHTPOAb B CUCTeMi aAMiHiCTpyBaHHs mogatkiB. Kyphar [Ipukapnamcoiozo
ynisepcumemy imeti Bacurs Cmedanuxa, 5 (3-4) (2018), 57-61.

Y crarTi g0CAigKeHO 0COOAMBOCTI ITOAATKOBOTO KOHTPOAIO y CUCTeMi agMiHICTpyBaHHS IOAATKiB.
BucsiTaeHo ocHOBHI eTamyu Ta OCODAMBOCTI 3AiliICHEHHs ITOAaTKOBOIO KOHTPOAIO Ha KOXKHOMY 3 HIX.
BusHadeno npuHImmm Ta QyHKIII I04aTKOBOTO KOHTPOAIO, AOTPMMAaHHA SKNX 3a0e3neunTs e(eKTUBHICTD
Ta pe3yAbTaTUBHICTh AaHOTO Iporiecy. OxapakTepu3oBaHO OCHOBHI ¢opMI Ta OCOOAMBOCTI IPOBeAEHH:
I10AATKOBOTO KOHTPOAIO Ta BUM3HAYEeHO JI0T0 Ba’KAMBICTb.

Karo4doBi caoBa: 1ogaTtkosuit KOHTpOAb, IlepeBipKy, 00AiK IIAaTHUKIB IIOAATKiB, KOHTPOAIOIOUi
OopraHl, agMiHiCTpyBaHH: IIOAATKiB.
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WESTERN UKRAINE IN THE CONTEXT OF DISINTEGRATION
AND INTEGRATION PROCESSES DURING THE 1930s-1940s
(HISTORICAL AND LEGAL ASPECT)

ANDRIY REDKO

Abstract. In this article the disintegration and integration processes in Central and Eastern Europe
and their influence on the legal status of Western Ukraine are researched. Disintegration correlates
with the Soviet occupation of Western Ukraine, and integration correlates with the process of its
joining the USSR. The historical and legal dimension of Ukraine in the European context is
conceptualized by distinguishing the stages of these processes.

Keywords: Western Ukraine, Poland, USSR, disintegration, integration, legal status.

At the current stage of development, Ukraine is on the way to the European integration. By doing
so, it restores historical justice, since a part of the ethnic Ukrainian lands belonged to Poland and
Romania, and was culturally influenced by them. However, the World War II radically changed this
geopolitical situation.

Western Ukraine in the 1930’s and 1940's was simultaneously involved in both the disintegration
processes during the Soviet Union occupation of the parts of the ethnic Ukrainian lands on the
territories of Poland, and the integration processes during the period of the Western Ukrainian lands
becoming part of the USSR.

Researching the political and legal grounds of the administrative-territorial changes in Western
Ukraine and their international and legal consolidation during the World War II, it should be
emphasized that the territory of Western Ukrainian at the beginning of the World War 11, specifically
1920-1939, was divided among three countries: Poland, Romania, Czechoslovakia [1, p. 36].

Majority of the Western Ukrainian territory was a part of Poland (139.3 thousand sq. km, 8.3 million
people). Due to the administrative-territorial division, it was divided into the following provinces:
Polissia (without two districts) - 37,462 sq. km, 879 thousand people, according to the census of 1921;
Volyn - 30 228 sq. km, 1438 thousand people; Lviv - 27 024 thousand sq. km, 2718 thousand people;
Stanislaviv - 18 468 sq. km, 1339 thousand people; Ternopil - 16240 sq. km, 1428 thousand people;
Lublin (6 Ukrainian districts of the Kholm region) - 9984 sq. km, 520 thousand people [2, p. 332]. Five
provinces — Volyn, Lviv, Polissia, Stanislaviv, and Ternopil — all together they comprised 35% of the
territory and 30% of the population of Poland [3, p. 223].

In September 1939 the borders of Poland were 5529 km long, including 1912 km of the border with
Germany, 1,412 km of the border with the Soviet Union, 984 km of the border with Czechoslovakia, 507
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km of the border with Lithuania, 347 km of the border with Romania, and 121 km of the border with
the Free City of Gdansk, and 106 km of the border with Latvia, with the fact that the sea border was 140
km. However, only the borders with Romania and Latvia, as well as the maritime boundary, did not
cause controversy [4, p. 77]. Due to the territorial disputes, Poland was included in the circle of
influence of Eastern Europe. On the 23rd of August 1939, a Soviet-German non-aggression treaty was
signed in Moscow.

The result of the implementation of one of the conditions of the secret protocol to the Soviet-
German Non-Aggression Pact from the 23 of August 1939, according to which western lands of
Ukraine to the River San were included into the circle of influence of the USSR, was that on the 17t of
September 1939, parts of the Red Army crossed the Polish-Soviet border and soon occupied the
territory of Eastern Galicia.

The Red Army attack, planned in advance by Stalinist leadership, was unexpected for the Poles, the
amount of active labor and equipment involved in this company, the volume of military mobilization,
the large area of the military operations (almost 200 sq. km), and, finally, the tight interaction of the
connections of the Red Army with the Wehrmacht played a fundamental role in the demoralization and
the final defeat of the Polish armed forces and the fall of the Polish state. Consequently, the proclaimed
German-Polish and undeclared Soviet-Polish wars became components of a unified process of the
“fourth division of Poland” and the beginning of the World War II [5, p. 342].

According to V.S. Makarchuk, the entry of the Soviet troops to the territory of Eastern Poland in a
legal sense is justified, based on the view of the need to protect the vital interests of the USSR, the
apparent aggressiveness and unpredictability of the behavior of Hitler's leadership. The Ribbentrop-
Molotov Pact could not be regarded as an effective peace guarantee. V.S. Makarchuk reminds us that
Hitler had had exactly the same pact with Poland, torn apart by Berlin just four months before the
World War II [4, p. 115].

Overall, during the Soviet-Polish war, the Red Army moved forward to the west from the old
Soviet borders at the distance of 250 to 350 km [5, p. 348].

The border on the Bug meant that the Soviet side refused from having the territory of the Warsaw
and Lublin provinces inhabited by the Poles. For this, Germany refused from Lithuania, which became
a circle of interests of the USSR [6, p. 27].

At the end of October 1939, the border troops of the NKVD of the Ukrainian SSR and the Belarusian
SSR were commanded to set up a secure at a new western border of the USSR in a short time and
ensure proper order there. At the same time, it was proposed to study carefully the locality and
population both in its border zone and on the opposite side, to set up the simplest technical barriers, to
introduce the border service with the reinforced units, to organize secret service and military
intelligence [7, p. 114].

The process of demarcation of the border between the USSR and Germany on the ground lasted
several months and was very coherent. The German military did not prevent topographical surveys of
Soviet specialists and demarcation of the border, which took place in the autumn and winter periods.
On the 27% of February 1940, according to the Central mixed (USSR and Germany) Border Commission,
the establishment of the border signs for almost 1500 km of the Soviet-German border was completed.
In total, almost 2820 border posts were installed [7, p. 114].

The entry of the Red Army to the territory of Eastern Poland in 1939 was accompanied by the
creation of legitimate grounds for the introduction of the Soviet regime and sovietisation of the western
Ukrainian lands [8, p. 349].

On the 6% of October 1939, the Military Council of the Ukrainian Front, in accordance with the
resolution of the Central Committee of the All-Union Communist Party established from the 1%t of
October 1939, the 227 of October as the day of elections to the National Assembly of Western Ukraine,
as well as the day of their convocation on the 26% of October 1939. At the same time, the Military
Council approved the “Directive on the elections to the Ukrainian Assembly of Western Ukraine”,
according to which the elections were to be held on the basis of general, equal, direct election law, by
secret voting on a single official list. The same council approved the Election Committee. It consisted of:
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M. G. Matsko - head, V. D. Maliukh - Deputy, P. I. Lukin - secretary, members of the committee —
M. S. Grechukha, O. S. Korniichuk, M. V. Grulenko, L. S. Gryshchuk, V. A. Begma, F. I. Eremenko,
S. M. Gorbatenko, A. E. Karmazyn, Y. F. Zavadka, I. A. Soroka, M. N. Didek, V. M. Bilan,
M. I. Pancyshyn, V. O. Barvinskyi. Of the 17 committee members, only 8 were from Western Ukraine.

The direct organizers of the preparation and conduction of the elections were workers sent from
Moscow and Kyiv. Therefore, from Moscow to Western Ukraine, 1,000 communists and 500 komsomol
members were directed. The Central Committee of the Communist Party (B) led about 2 thousand
communists and komsomol members. Other power authorities also sent their representatives. More
than 10 thousand visiting agitators participated in the preparation of the election, and 7 350 people took
part in the work of election commissions [9, p. 236].

At the same time, it is important to note that the organization of the elections itself was not
exclusively a matter of the “army of occupation”. Local residents comprised 77% of agitators — 40 649
people out of the total amount of 51 725, and 85% of members of election commissions — 41 653 persons
out of the total number of 49 003 [19, p. 125]. According to the official estimates, 4 433 997 people
participated in the elections, hence 92.83% of those who had the right to vote. Of this number, 4 032 154
persons, or 90.93%, voted for the candidates to the National Assembly. Soviet propaganda also
successfully used the fact that only 46.6% of voters voted in the elections of the Polish Sejm in 1935
[4, p- 125].

In the Lviv region (former province) out of 1 345 561 voters, 1 232 466 people participated in voting,
or 91.59% of all voters. 1 088 371 people, or 88,30% , participated in the voting, voted for the candidate
in the ballot. There were 14 631 ballots that were found invalid. There were 129 464 ballots in which the
names of the candidates were crossed out.

Out of 268 382 voters in Lviv, 256 802 people participated in voting, or 95.68% of all voters. 240 068
people, or 93.48%, participated in the voting, voted for the candidate in the ballot. There were 1 631
ballots, which were found to be invalid, there were 15 103 ballots in which the names of candidates
were crossed out.

In Tarnopil region (former province) out of 1 074 387 voters, 945 748 or 88.03% of all voters
participated in the voting. 875 169 of people or 92.53%, participated in the voting, voted for the
candidate in the ballot. There were 33 566 ballots that were found invalid. There were 37 013 ballots in
which the names of the candidates were crossed out.

Out of 27 317 voters in Tarnopil, 25 493 people participated in voting, or 93.32% of all voters. 24 567
people, or 96.36% of those who participated in the voting, voted for the candidate in the ballot. There
were 382 ballots, which were found to be invalid, there were 544 ballots in which the names of
candidates were crossed out.

In Stanislav region (former province) out of 979 735 voters, 941 830 or 96.13% of all voters
participated in the voting. 877 851 people or 93.2%, participated in the voting, voted for the candidate
in the ballot. There were 6 045 ballots that were found invalid. There were 57 934 bulletins in which the
names of the candidates were crossed out.

Out of the 27 317 voters in Stanislav, 49 990 people participated in voting, or 92.72% of all voters. 43
671 people, or 94.21% of those who participated in the voting, voted for the candidate in the ballot.
There were 42 ballots, which were found to be invalid, there were 2640 ballots in which the names of
candidates were crossed out.

In Lutsk region (former province) out of 1 376 592 voters, 1 313 953 or 95.44% of all voters
participated in the voting. 1 190 763 people or 90.62%, participated in the voting, voted for the
candidate in the ballot. There were 21 683 ballots that were found invalid. There were 101 507 ballots in
which the names of the candidates were crossed out.

Out of 31 075 voters in Lutsk, 28 431 of people participated in voting, or 91.49% of all voters. 26 308
people, or 92.53% of those who participated in the voting, voted for the candidate in the ballot. There
were 170 ballot, which were found to be invalid, there were 1953 bulletins (ballots) in which the names
of candidates were crossed out.
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Red Army soldiers, commanders and political workers of the Ukrainian Front units, located on the
territory of Western Ukraine, did not take part in the voting.

Out of 1 484 elected deputies, there are 1 245 men and 239 women [10, p. 39-42].

The first meeting of the National Assembly of Western Ukraine took place in Lviv on the 26t — 28
of October 1939. The deputies approved a declaration on the establishment of Soviet power throughout
the territory of Western Ukraine and its entry into the Ukrainian SSR. In the “Declaration of the
People's Assembly of Western Ukraine on the Establishment of Soviet Power in Western Ukraine”
dated from October 27, 1939, it was reported:

“By revealing the unanimous will of the liberated people of Western Ukraine, following the
example of the people of the Soviet Union, the Ukrainian People's Assembly proclaims the
establishment of the Soviet power throughout western Ukraine. From now on, all power in Western
Ukraine belongs to the working people of the city and the village in the person of the Soviets of
Deputies of Workers"” [11, p. 30].

And in the “Declaration of the People's Assembly of Western Ukraine on the Entry of Western
Ukraine into the Ukrainian Soviet Socialist Republic”, on October 27, 1939, it was stated:

“Ukrainian People's Assembly, as an expression of the unwavering will and aspirations of the
people of Western Ukraine, adopts:

To ask the Supreme Soviet of the USSR to accept Western Ukraine as a member of the Union of
Soviet Socialist Republics, to include Western Ukraine as a part of the Ukrainian Soviet Socialist
Republic, and to unite the Ukrainian people in a single country, to end the eternal separation of the
Ukrainian people” [11, p. 32].

On the 1t of November 1939, the extra fifth session of the Supreme Soviet of the USSR, after hearing
the statement of the Commission of the People's Assembly of Western Ukraine, adopted the Law
approving the request of the National Assembly of Western Ukraine and the inclusion of Western
Ukraine in the USSR, uniting it with the USSR.

On the 29t of November 29 1939, the Decree of the Presidium of the Supreme Soviet of the USSR on
the receiving the Soviet citizenship by residents of western Ukraine was adopted — a step that had
special legal consequences for the local citizens. Thus, the inhabitants of western Ukraine were granted
equal rights and responsibilities with other citizens of the USSR: they began to receive Soviet degrees
and awards, run for offices of local and central authorities, etc. The voluntary use of their civil rights
and the silent consent to perform the duties were treated by the Soviet authorities as proof of the will of
the entire Western Ukrainian population to “unite” and “to have socialist path of development”
[4, p- 130].

On the 4™ of December 1939, (there was issued )the Decree of the Supreme Soviet of the USSR “On
the formation of the Volyn, Drohobych, Lviv, Rivne, Stanislav, Tarnopil regions as a part of the
Ukrainian SSR” was issued. This document affirmed the formation of the following areas in the
Ukrainian SSR:

1. Volyn region with center in Lutsk.

To include the following in Volyn region: Lutsk and the districts: Volodymyr-Volynskyi, Gorokhiv,
Kamin-Kashyrskyi, Lutsk, Lyuboml with the inclusion of the settlements of Bobrynskyi and
Drogychynskyi districts of the Belorus SSR, which became part of the Ukrainian SSR to the Kamin-
Kashirskyi district.

2. Drohobych region with center in Drohobych city.

To include the following in Drohobych region: Drohobych and districts: Drohobych, Dobromil (in
the new borders), Zhydachiv, Lyskovets (in the new borders), Mostyska, Peremyshl, Rudkiv, Sambir,
Stryi, Turka.

3. Lviv region with a center in the city of Lviv.

To include the following in Lviv region: Lviv and districts: Bibrka, Brody, Gorodok, Zhovkva,
Zolochiv, Kamensky, Lyubachiv (in the new borders), Lviv, Peremyshliany, Rava-Russka, Radekhiv,
Sokal, Yavoriv.

4. Rivne region with a center in the city of Rivne.
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To include the following in Rivne region: Rivne and districts: Dubno, Zdolbuniv, Kostopil, Rivne,
Sarny, with the inclusion of the Pinsk and Stalin districts of the Belorus SSR, which were settled
(became part of the Ukrainian SSR.

5. Stanislav region with a center in Stanislav.

To include the followingin Stanislav region: Stanislav and districts: Gorodenka, Dolyna, Kalush,
Kolomyia, Kosiv, Nadvirna, Rogatyn, Snyatin, Stanislav, Tlumach.

6. Tarnopil region with center in Tarnopol.

To include the following in to Tarnopol region: Tarnopol and districts: Berezhany, Borshchiv,
Buchach, Zalischytsky, Zbarazh, Zboriv, Kremenets, Kopychyntsi, Podhaitsi, Skalat, Tarnopol,
Terebovlia, Chortkiv [12, p. 37].

Their total territory amounted to 88 thousand sq. km. It was home to 8 million people, including 7.5
million Ukrainians [13, p. 24].

By Decree of the Presidium of the Supreme Soviet of the USSR from the 24% of December 1939, the
Decree of the Supreme Soviet of the Ukrainian SSR “On the delimitation of regions between the
Ukrainian Soviet Socialist Republic and the Belarusian Soviet Socialist Republic” was approved from
the 27t of November 1939.

On the 7t of March 1940, the People's Commissar of Internal Affairs of the USSR L. Beria sent a
directive to the border troops of western District to begin the preparations for the eviction of residents
of the border line. The transmigration had to be completed by the 20* of April, and resettlement — by
May 1940. According to the plan of eviction from the border line in western regions of the Ukrainian
SSR in April-May 1940, it was foreseen to transmigrate 80 185 and resettle 22 615 people. The eviction of
more than 100 thousand people reminded the military operation of the border troops under the
leadership of the party and the Soviet authorities. Its organizational unit was personally assigned to the
secretaries of the regional executive committees and secretaries of the regional committees of the CP (b)
in western regions. Leaders of the border units and troops provided them with a variety of support.
Roles were distributed during the meeting in Lviv on the 13t of March by the head of the CPC of the
Ukrainian SSR L. R. Korniets. It was foreseen to provide the rail and road transport, transport of
buildings, and financial assistance to the settlers. It was a passive, preparatory stage of resettlement,
primarily related to the need to refrain from negative affect on the social mood of western Ukrainian
population before the elections to the Supreme Soviets of the USSR and the Ukrainian SSR, scheduled
for Sunday, the 24% of March. Its active stage began in April.

On the evening of the 7t of April 1940, the new western border of the USSR was tightly blocked
with the occupied bays and manoeuvre groups. The party and Komsomol assets of the border units
mobilized for the deployment of explanatory work among the population to prevent the outbreak of
anti-Soviet demonstrations. Such work was to convince the need to strengthen the border and the
availability of better conditions for farming in that areas [7, p. 115].

The border, which was formed as a result of the division of Poland between the USSR and
Germany, divided a lot of relatives and acquainted people. During the resettlement on the Soviet side,
residents of the German zone, called the residents of Ukrainian villages to themselves or offered to hide
for a while. The NKVD authorities recorded a lot of cases when the Wehrmacht soldiers dispersed the
crowds of sympathizers on the territories seized by Germany. In those days, according to the
information from the border troops of the NKVD of the Ukrainian SSR, the Soviet-German border was
crossed by 124 persons [7, p. 116]. Their number could be larger, but spring floods became
insurmountable barriers for people forced to resettle. Fugitives became the largest anti-Soviet agitators.
According to their stories, it turned out that western Ukraine was conquered by Russians, that there
were no Ukrainians in the Red Army, and the Ukrainian population did not get the expected freedom.

A fast resettlement from the 800-meter board line lasted until the 25 of April 25, when the massive
sowing campaign began. Thereafter, due to the lack of means of transportation much less peasants
moved to the new places [7, p. 116]. Part of them, having not received the promised land and
household buildings, returned to their villages. Administrative pressure was used against the
“returnees”, about which some of the local newspapers informed implicitly.
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The plan for eviction from the border line was completed at the beginning of June 1940.

Germany started the protection of the border since the 1% of January 1940, at the same time the
border regime intensified, although Germans concealed their intentions, denying the existence of a
special state on the German-Soviet border.

The USSR began to build its western border a year before the start of the Soviet-Nazi war, having
previously negotiated with Germany. On the 10" of June 1940 in Moscow a convention on the
procedure for resolving conflicts and incidents at the state border, established by the Soviet-German
agreement on friendship and the border from the 28™ of September 1939 was signed. The ease and
emphasized friendly atmosphere of this and other agreements demonstrated once again that Hitler had
no intention of keeping to them, and that the Soviet side was trying in every possible way to win time
[7, p. 117].

On the basis of the decree of the Presidium of the Supreme Soviet of the USSR on the receiving of
citizenship of the USSR by residents of western regions of the Ukrainian and Belorusian SSR in the
spring of 1940, the passportization of the population began here. Some Poles received passports with
so-called 11t paragraph, which restricted freedom of movement and choice of place of residence
[7, p. 121].

The first period of the international legal consolidation of administrative-territorial changes in
Eastern Galicia lasted from the 17" of August 1939 to the 10" of June 1940. In the second period,
between the 30" of July 1941 and the 16% of August 1945, the state-legal status of western Ukrainian
lands, according to V. S. Makarchuk, should be considered ambiguous or controversial. He proves this
by the fact that the Soviet Union, on its own initiative, announced its readiness to reconsider the line of
the prewar western border (the 30" of July 1941), to recognize the Polish citizenship of some of the
population of western Ukrainian, Western Belarusian and Lithuanian lands, which had Polish roots,
agreed to mobilize them in the ranks of the Polish Army and even promised to pass to Poland all the
areas where the ethnographic advantage of the Polish population would be. This was said, in
particular, by Stalin in Tehran. On the other hand, in this period, statements about the possibility of
settling the territorial issue through the revision of the Soviet-Polish border line of 1939 after the end of
the World War II were made by the leaders of the Polish emigrant government (S. Mikolajczyk in
March and October 1944) and by the Polish Committee of National Liberation (PCNL) and the
Provisional Government of National Unity (PGNU) [4, p. 310].

On the 4-11* of February 1945 in Yalta, western border of the USSR was determined along the “line
of the Curzon” with small biases in favor to Poland, Eastern Galicia was devoted to the USSR, and
Belostok - to Poland [13, p. 156]. This border actually existed from 1944, and was officially approved on
the 16t of August 1945 by the Polish-Soviet agreement in Moscow. Poland handed over to the USSR all
the Ukrainian and Belarusian lands that were part of it at the beginning of the World War II. The border
line almost coincided with the “Curzon line” of 1919, although it was slightly changed from it in favor
to Poland. Poland retained Przemysl in Galicia, and the Ukrainian SSR annexed Rava-Ruska. East
Prussia was divided between the USSR and Poland. The northern part with Kénigsberg, which became
Kaliningrad, was annexed by the USSR, and the southern part was annexed by Poland. It was bordered
almost by the Braunsberg-Holdap line. In the west, all the German territories to the east from the Oder,
in its downhill and its tributaries of the Nese, or Nysa-Luzhytska, which flows through Zgorzelec
(Gorlitsy) and Gubin (Guben), went off to Poland. Port of Stettini (Szczecin), as well as Swinemiinde,
went to the Poles. Thus Poland gained 524 kilometers of the Baltic coast and controlled the Oder and
Wisla (the Vistula) estuaries. It also received Pomerania and Silesia. Its common borders with Germany
were considerably reduced. In general, the territory of Poland has decreased from 338,000 sq. km to
310,000 sq. km More than 2 million Germans were evicted from the annexed territories, and the Poles
began to colonize their former settlements: about 2 million Poles were repatriated from the territories
transferred to the USSR [15, p. 391-392]. The exchange of ratification documents took place only on the
4 of February 1946, and by that time, from the point of view of international law, the border that was
defined by the Riga Treaty from the 28" of March 1921 [4, p. 248]. The borders of Poland were moved
from east to west for more than 200 km. [16, p. 166].
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The international-legal consolidation of the Soviet-Polish border was received in a number of Paris
Peace treaties from the 10t of February 1947, with Bulgaria, Hungary, Romania, Finland and Italy. The
peace treaties confirmed the inclusion of Western Ukrainian lands to the USSR [17, p. 60-61]. The
Verkhovna Rada of the Ukrainian SSR ratified these treaties on the 13™" of September 1947
[18, p. 337-338].

On the 15% of February 1951, the agreement between the Polish Republic and the USSR on the
exchange of areas of state territories, which completed the international legal consolidation of western
border of the USSR was signed. The parties exchanged the territories with the total area of 480 sq. km
The territory of the Ukrainian SSR included the Belz and Sokal districts, and Poland received the
territory of the same size in the area of Ustrzyki Dolne. This allowed the USSR to open several new coal
mines near Krystynopol (Chervonograd); and Poland - to build a dam in Solin on the Sian, as well as to
complete the development of almost exhausted oil fields in the specified area [4, p. 285-286].

Thus, in the opinion of V. S. Makarchuk the international legal consolidation of administrative-
territorial changes in Eastern Galicia in the terms of the World War II can be divided into three stages:

- at the first stage, which lasted from the 17t of August 1939 until the 10t of June 1940, the state-
territorial status of the West Ukrainian lands was determined, western border of the USSR was outlined
because of the entry of western Ukraine to the Ukrainian SSR and the USSR;

- at the second stage, covering the period from the 30% of July 30 1941 until the 16" of August 1945,
the state-legal status of western lands due to the World War II became uncertain;

- at the third stage, which lasted from the 16% of August 1945 to the 15 of February 1951, the final
international legal consolidation of western border of the USSR and the state-territorial status of the
West Ukrainian lands took place.

These three stages can be reduced to two, bringing the periodization of the process of international
legal consolidation of the state-territorial status of Western Ukrainian lands with the periodization of
the process of their sovietization into conformity. The first stage in this case takes the period from the
17th of August 1939 to the 10t of June 1940, and the second one — from the 16" of August 16 to the 15t
of February 1951.
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B crarTi 40CAigKYIOTLCA AesiHTerpaniiHo-iHTerpaningi mponecu B LlentpaasHiit i Cxignint €spormni
Ta IX BIIAMB Ha IIpaBOBMII cTaTyc 3axigHoi Ykpainm. JesiHTerpailis CIiBBIAHOCUTBCS 3 PajsSHCHKOIO
OKyIalji€io 3axiaHoi YKpainu, inTerpartis i3 mportecoM ii BxoAKeHHs 40 ckaagy CPCP.

IasxoM BUOKpeMJAeHHs eTalliB 3a3HaueHUX IPOoLleciB KOHIIeNTYali3y€ThCA iCTOPMKO-IIpaBOBMIA
BUMIip YKpaiHM B €BPONENICbKOMY KOHTEKCTI.
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ON THE PROBLEM OF CORPORATE STRATEGIES OF
DEVELOPMENT FOR HUMAN RESOURCES
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Abstract. The article defines the theoretical aspects of the formation of corporate development
strategies of human resources and the research features of the development system of human
resources at the Academy DTEK. Conceptual approach to providing continuous professional
development of human resources of the enterprise is offered.

Keywords: human resources, staff development, role model, employee development programs,
school of managers, internships, graduation projects.

1. INTRODUCTION

Considering realities of modern development of social and economic systems it is proved that
problems of management of human resources become more and more important, as human resources
are the central component and driving force of any of them. One of the most important components of
a control system of human resources is development of human resources. The organizations of any
forms of ownership and fields of activity in this sphere act up considerably both on functional and
tactical levels, as well as on the strategic level of their functioning.

2. ANALYSIS AND DISCUSSION

The founder of the theory of systems L. von Bertalanfi wrote that a system is a set of elements
which interact with each other and with the environment, and this is considered a standard definition
of a system as a notion.

Classifications of systems can be carried out on various bases, however the main one is grouping
into three subsystems: technical, biological and social and economic.

The technical subsystem includes machinery, equipment, computers and other products which
have instructions for a user. A number of decisions and resolutions in a technical system is, as a rule,
limited, and consequences of decisions are usually predetermined.

The biological subsystem comprises flora and fauna of the planet, including rather closed biological
subsystems. This subsystem has a large number of aspects of appliance, than technical. A number of
decisions in a biological system is also limited because of slow evolutionary development of fauna and
flora. However consequences of decisions in biological subsystems often are unpredictable.
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The social and economic subsystem is characterized by presence of a human in integrity of
interconnected elements. It is possible to illustrate the given system by any organization and its staff.
These subsystems are significantly more advanced in functioning and variety than biological ones. All
the decisions in a social and economic subsystem are characterized by great dynamism in their quantity
and means, as well as implementation methods. It is explained by the high rate of changes in
consciousness of the person and by different nuances of his reactions to identical or similar
situations [2].

Thus, the driving force of development of any social and economic subsystem is a person, who is
characterized by a certain set of qualities, knowledge, skills, experience and so forth.

In the modern world almost all types of activity in any community are carried out by people who
work with each other. Most of them either are hired workers or work independently or in small
enterprises, getting their income depending on a personal contribution to general activity. [5, p. 5]

Taking this into account, quality of human resources comes to the forefront in any organization
which employs people. Consequently, development of human resources is an instrument of
achievement of a necessary quality of human resources in the organization.

If the organization pays special attention to training, vocational training and development of
human resources in all the spheres of its activity, it always results in a noticeable advantage. If
employees are used to studying, developing, sharing knowledge and if “the culture of training” is
created in the organization, it provides a more beneficial position for the organization as it allows to
quickly react on changes of the environment. For example, an enterprise can release a new product or
react to change of consumer demands quicker than its competitors and that will allow it to gain
competitive advantage or to satisfy a given demand of the market.

For a certain type of people professional training and development at work make up a very
important condition, as the “all-life job” situation occurs less and less often these days. In present
conditions employment becomes less stable and that leads to more frequent change of the place of work
and therefore people change a type of activity they do to earn the living much more often during their
working years [4, p. 91].

Even if a person continues to work for one organization for a long period it still means training as
the organization develops as technologies develop or the person receives new spheres of responsibility.
Additionally it should be noted that organizations become “flatter” on the structure therefore more
various skills and abilities are necessary for workers to perform complex tasks [4, p. 92].

Consequently, insufficient attention of the organization management to development of human
resources leads to the following consequences:

— losses of profit of the organization;

— inability to react to changes of the external environment;

— restrictions in duties delegation to one another;

— discontent of workers caused by desire to learn new;

— lack of knowledge for performance of new tasks;

— high turnover of staff.

Many scientists support opinion that the most effective means for overcoming negative phenomena
connected with development of human resources in organizations is to use of the theory of “the self-
training organization”. The founder of this theory is an American scientist, a director of the Center of
organizational training at the school of management of MIT Sloan Peter Senge.

Peter Senge defines the term “self-training organization” as an organization where people
constantly expand their opportunities to achieve results which they really want to reach, where they
develop newer and better ways of thinking, where the collective aspiration is free and where people
learn to see the general perspective all the time.

According to the scientist, increase of uncertainty in the sphere of business, economic and political
shocks, growing interdependence of the world markets and world corporations became a push to
radical changes: society grows to understand that current tendencies of consumption growth and
environmental pollution together with growing disintegration and uncontrollability pose an



72 Lilia Mykhailyshyn, Olga Leliuk, Yurii Korovchyk

unprecedented threat for the future in general. Today many managers recognize the necessity to learn
more, because the approach to studying provided by traditional authoritative and hierarchical
organizations can suffice no longer [9, p. 10].

P. Senge's concept is based on five “abilities of the organization”.

The first “ability” is a skill of personal improvement. Despite the fact that a lot of energetic and
vigorous people join businesses, very few of them remain “at their best” for a long time. Majority of
them start to save their energy and when they are around 30-40 they start losing their devotion, feeling
of the personal importance and inspiration. However only few organizations encourage their
employees to move forward, as a result other organizations are stuck with unused potential of their
labour resources.

The second “ability” is intellectual models. Models as stereotypes concerning various
administrative situations are already predetermined for us, as well as purely household models. This is
the reason why there are a lot of positive administrative ideas that remain unrealized.

The third “ability” is a general vision. Many managers and executives do not give enough
significance to the fact that their personal vision of development of the organization is not clear and is
not shared by all employees. According to P. Senge, it is because of a general vision that people study
because they really want to, not because they are ordered.

The fourth “ability” is group training. However this case is not only about trainings or seminars,
but also about free exchange of views in groups — a kind of a dialogue. P. Senge considers that dialogue
between employees leads to such discoveries which are absolutely inaccessible for everyone of them
separately.

The fifth “ability” is systematic thinking. All other abilities remain separate methods, a fashionable
novelty of management science without this discipline. At the same time it is vital that all five
“abilities” are developed not separately but as a system [6].

Usage of all the given above components in a complex leads to the creation of a developed
organization which is capable of self-studing. Such organizations are better than their competitors
“evolutionary”.

In 1991 an American psychologist Mike Pedler singled out signs of “the self-training organization”:

1. Improvement of personal skills, as far as it is a prime necessity to develop personal abilities and
knowledge for development of the organization.

2. Flexibility in elaboration of a strategy. A strategy is not viewed as something invariable, set once
and for all and a task to perform, but as a constantly changing matter that responds to changes and
circumstances which arise.

3. Employees participate actively in a process of development of strategies and tactics of an
organization, that means that ideas, values and purposes are introduced not only by top management,
but also by all personnel.

4. Free access to information. An organization is open to receive information from the outside and it
easily provides information on itself. Both external and internal information is used to make decisions.

5. Control and accountability contribute to the development of the organization. Systems of
accounting and control are built on this principle and they have a training function.

6. Flexible system of perks. The concept of “reward” is understood more widely, than “payment”.
At the same time reward depends on a worker's contribution to general results; forms of possible
rewards are agreed and accepted by staff and their experience.

7. The structure of the organization opens opportunities. A working place is not something
constant, they are viewed as conditions, options for development and growth which can be changed
rather easily. Departments, regulations and procedures can be changed.

8. An atmosphere promotes training and studying. Corporate culture at its heart encourages
workers to continue professional growth and development, at the same time it recognizes their right to
make mistakes and provides them with enough time to study.

9. Opportunities for self-development of employees. Training is the most important part of a career
of a worker, it is planned and supported [10].



On the Problem of Corporate Strategies of Development for Human Resources 73

As any of subsystems, “the self-training organizations” can be classified. The classification of “the
self-training organizations” was developed by American scientists Michael McGill and John Slokum. Its

adapted version is given in Table 1.

Type of an organization

realization

organizational
culture

fight failures

Activity aspect | Organization that Organization that Organization that Organization that
knows understands thinks studies
Business is a series of
“Best way” Importance of - Study and development
: L situations and
Philosophy and | approach. significant cultural of any relevant
. . - e problems. . . .
ideology Predictability and values. Belief in . ., experience, including
. Inaccuracies” are . .
control. main myths. . methods of its gaining.
dismissed.
Experiment, innovations
. Explanation, noting, . and initiatives
. Control according . Identifying of the
Practice of strengthening of the . encouragement
to manuals and e problem, gathering data | , .
management . . organizational . . (“constructive
instructions for its solution e
culture objection”), examples,
failure acknowledgement
Study and use standard
L. Use culture and Ucy and tse stancar
Sticking to the rules .. solutions that appeared | Gather and use
. organization values | . ) .
Colleagues without . in the process of information, support
L. as a behaviour ” . .
questioning them model successful problem constructive skepticism
solving
Should believe that Are learners together
Clients Should trust the company’s values Think that every with employees; a part of
company guarantee positive problem can be solved an open and never-
experience ending dialogue
Within the .
. . A part of a never-ending
Gradual; settings framework of main | Programmes, problems " )
" . ‘ process “experience-
Changes for the “best way myths, values of the | solving, the best way to

analyses-assumption-
experiment-experience”

Tab. 1. Classification of self-studying organizations after M. McGill and ]. Slokum [7].

The knowing organizations are the oldest type. They are successful in the conditions of stability of
the market, and they do not particularly need to study and train. To be more precise, training takes

place only when required and has an adaptive character.

The organizations which understand and think, can be placed among transitional types of
organizations, the latter ones being “self-training” by their nature.
This conception helps to change the relations and induces people to recognize importance of
training. It helps people to understand that they need to control training themselves, but not to perceive
it as something others impose on them, when they are sent to study.
It must be said that specialists did not come to a common decision on whether it is possible to

perceive organizations, which have learning capability, as self-training organizations. However this
concept itself is useful as it helps to understand the matter of training which is carried out in an
organizational context, and also factors promoting and interfering initiatives of managers which
encourage and implement training activities in the organization [4, p. 101].

It is important to emphasize that the concept of the self-training organization is considered as a
template or model which the operating organizations can copy, but which cannot be fully reached.

It is possible to distinguish certain organizations which have certain features of “the self-training
organizations” among domestic organizations. One of them is the largest private vertically integrated
energy company of Ukraine DTEK, within which the corporate university — DTEK Academy
successfully functions.
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The management of DTEK considers qualified specialists and managers the key factor providing
their competitive advantage therefore training of this category of personnel is the most important
instrument of development of the company. The academy is a centralized control center over the
system of knowledge in all enterprises of the company. Corporate university includes educational
programs which cover all important spheres of administrative activity work and are aimed at teaching
employees to approach and solve professional tasks systematically, and give them knowledge and
skills necessary in daily working activity. The conception of DTEK Academy is based on the “role
model” which comprises development of four IQs: IQ (formal and logical), EQ (emotional), LQ
(training and studying) and SQ (social). All staff of the corporate center and ITR of personnel of the
DTEK enterprises can benefit from implementation of programs for development of competences
(“Energy of Knowledge”, “Energy of the leader”) which are focused on improvement of knowledge,
skills necessary for work in a modern business organization.

“Energy of Knowledge” is a program intended for the employees selected in a talent pool. Training
is focused on increase in personal efficiency in human resources management and business processes
management, on revelation of EQ (emotional intelligence) capacity. Top management of the company
acts as teachers, famous domestic business coaches and invited speakers of the international business
schools also participate in the program. The Energy of the Leader program is intended for the managers
of DTEK participating in the TOP-50 program (selection and training of successors on senior positions).
The program is aimed at development of abilities, which allow implementing innovative cross-
functional projects with a large number of various resources. Classes for participants of the program
are conducted by heads of DTEK and professors of the international business schools. All programs
and projects which were implemented and are implemented from the moment of creation of DTEK
Academy are presented in Fig. 1.

DTEK Academy

Module programmes for senior managers

“Energy of Knowledge” “Energy of the Leader” (for top-managers) '
(for executives and managers Development of five leader roles: leader, strategist, operator, .
of the senior rank) mentor, team player. '

Other development programmes

[ Culture project CinemaClub of the DTEK Academy (non-formal way of staff development) ]
>

Project “Inner coaches institute”.
Training of staff-based coaches in order to introduce a single system of education in the DTEK
Academy branches.

Culture project English Speaking Club (engagement of native-speakers)

: Project “Modernisation of the system of education in enterprises of the DTEK Group”: developed '
. professional and educational standards for 5 key professions; created 2 DTEK departments under the :
i § auspices of Don NTU, Donetsk, and NGU, Dnipropetrovsk as well as 13 branches of the DTEK ) '

[ Series of events with international professors and experts in the sphere of business in Ukraine ]

Culture project Debate-Club (improvement of public speaking skills, convincing and influence, active
listening and objecting)

4 A
Project “HR-coffeeshop”, which includes 12 meetings for HR-managers on the key problems of effective

L HR-functioning and current tendencies in HR management. )

Cultural events Photo-club and Creative workshop (aimed at development of creativity and non-
standard approaches to business problems solving)

Fig. 1. Programmes of staff development, put into practice by the DTEK Academy since 2010 [1].



75

On the Problem of Corporate Strategies of Development for Human Resources

The management of DTEK strives to achieve those level and quality of education which can be

received and compared to training in the MVA program in the best business schools. [8]

Another enterprise, which pays much attention to development of the human resources the
Metallurgical Complex Branch of CJSC “Donetskstal” steel works. The system of development in this

enterprise is carried out according to conceptual approach to ensure continuous professional

development of human resources of the enterprise (Fig. 2).
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Fig. 2. Conceptual approach to providing continuous professional development of human resources of the enterprise [3, p. 2871
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Within this approach there was created the School of managers the purpose of which is preparation
and professional development of the workers who are a part of a talent pool on senior positions.
Components of process of training at School of managers are stated in Fig. 3.

[ Constituent parts of the Managers School education ]

[ Theoretical studies: ] [ Apprenticeship ]
‘
! Performed in the consecutive departments,
: according to the plan

Disciplines: 1| | e

“Spiritual culture”
“Market economy basis”
“Enterprise economy”

“Psychology and etiquette management

“HR management”
“Metal production technologies”
“Energysaving”

“Computer studies”

“English”

Performing and defence of the project work

”

Individual project to deal with a problem of a particular
department, in which an employee is working

Fig. 3. Components of the studying process at the School of Managers.

The school of managers gives theoretical knowledge on various subject matters, such as disciplines
of economic orientation (fundamentals of market economy, economy of the enterprise), disciplines on
psychological aspects of administrative activity (management of human resources, psychology and
ethics of management) and also special technological disciplines on the example of their own
production technologies (technology of metallurgical production, energy saving, the mechanical
equipment of the enterprises of ferrous metallurgy) and various aspects corporate of cultures of the
enterprise (bases of spiritual culture).

Knowledge gained at the School of managers allows not only to broadening horizons of reservists,
removing them out of limits of the structural division, to understanding logic and schemes
technological and business processes of the enterprise, but also gives separate tools and skills for
effective administrative activity: ways of the solution to conflict situations in collective, psychological
aspects of motivation of personnel, project management, holding production meetings, conducting
business negotiations and so forth.

3. CONCLUSIONS

The following conclusions can be drawn on the basis of the above given information:

1. Human resources are the mobile force of functioning of social and economic systems.

2. Special attention of the organizations to training, vocational training and development of human
resources always provides noticeable advantages of an organization over its competitors.

3. One of the most effective means to provide organizations with qualitative labor forces is to use
the main ideas of the concept “self-training organization” that will allow preventing emergence of the
negative phenomena caused by development of human resources in the organizations.

4. Among the striking examples of domestic enterprises, which put programs of development of
human resources into practice one can find the DTEK company and Metallurgical Complex Branch of
CJSC Donetskstal steel works. The increase in the level of professional and personal skills of employees
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of these organizations allows them to beat their competitors in the long run, if changes in functioning of
social and economic systems are taken into account.
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