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Abstract

Personal income tax (hereinafter referred to as PIT) has a $hsiry, as it ap-
peared in tax systems of EU countries as late as at the end oftherit8ry. As a specific
universal construction it performs two economic functions: providing financial means for
covering some public expenses (fiscal function), leveling thifough its constructioif
inequalities in population incomes (redistributiam€tion) and implements social func-
tions of taxation through various tax reliefs and exemptions or the construction of the tax
scale.

Keywords taxation, PIT, harmonization
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wielu sytuacjach potrzebna jest koordynacja na poziomie unijnym regulacji podatko-
wych,camag@& celu zapewnienie swob-d okreSlon
Ws p - I not n Eur oimieowanie Wariev poalatkowych @dnadgranicznej
dziagalnoSci ickhgwakewi UEaEst w

S§gowa k lopodatkawane, podatek dochdowy, harmonizacja.
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Introduction
Politicians and economists have been trjrrough its constructioin inequalities in
ing to create an ideal tax system for ovpopulation incomes (redistribution func-
two centuries. The emergence of sudion) and implements social functions of
permanent system in each state is impdaxation through various tax reliefs and
sible, as political, social and economiexemptions or the construction of the tax
conditions of fiscal policy vary in time, ascale. Contemporary persalrincome tax
well as thefeatures of a tax systeinin- in European countries has been shaped by
cluding the way of integrating social inmany years of evolution. This process is
surance contributions with income téx continuing, taking into account the pro-
that are considered ideal. Reforming, hazess of European integration and the pro-
monizing and integrating the tax systemesses of standardizing and harmonizing
is thus a continuous process, arousing nax systems in the European Union coun-
merous controversies ekd to the naturetries. Most EU states only occasionally
of the target system and ways of achieimplement major reforms of personal in-
ing it. Ideological and doctrinal differ-come taxation. The scope of such changes
ences lead to serious disputes among pisl-usually limited and determined by cur-
iticians of various political parties as weltent fiscal needs or the need to stimulate
as among economists. a particular behavior of taxpayers (Euro-
Personal income tax (hereinafter referrgatan Tax Handbook9982016).
to as PT) has a short history, as it apfhe current taxation of personal incomes
peared in tax systems of EU countries &s a very complex phenomenon which
late as at the end of the 18th century. Abould be analyzed not only from the le-
a specific universal construction it pergal point of view, but also taking into ac-
forms two economic functions: providingount its social, cultural, economic and
financial means for covering some publigolitical and system aspects. We cannot
expenses (fiscal fiction), leveling offi isolate the economic sphere from the tax
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sphere, as income taxes directly affect thexes gained popularity under the influ-
way taxpayers function, their purchasingnce of J.M.Keynes theories. In classical
power, they determine labor costs for eeconomics, taxes were treated exclu-
trepreneurs and thus significantly influsively as a source of means for covering
ence the GDP growth rate. The issues mdécessary public expenditure | n Keyne
harmonizing taation of incomes ob-theory, taxes became a major instrument
tained by individuals who do not act agsed by the state to influence the eco-
economic operators is practically absenbmic cycle. Stability of the economy
in scientific literature. The only issuesvithin the anticyclical policy, along with
that are analyzed are those related to take need to stimulate global demand, ac-
ation of incomes from savings, transferspunted for the growth of stability and re-
capital gains, mergers andviliions. This distribution functions of taxation. A re-
is so because it is required by the natusalt of such approach to using taxes in fis-
of conducting economic operationsal policy was seen in growing budget
within the common market. Taking intaeficits and public debt and growing level
account the characteristics of personal iaf tax burden. This led to the popularity
come tax, the issues of tax competitiasf necliberal theories, the most popular
and significant differences in PIT conef them béng the supply side economics.
structons in EU countries, it was decidett claimed that high tax burden generates
to assess whether it possible and desiraldes level of savings, high inflation and
to harmonize this form of taxation witHow productivity and innovativeness of
reference to individuals who donotactdashe economy (Wogdowi ec
economic operators. SoboE& & Wogdgowiec 2011)
As for the legal solutions in tax law, thélthough personal income tax is com-
doctrine commonly accepts tivégew that monly used to achieve various economic
taxes and the whole tax system should Aed social goals, its fiscal function is still
neutral and should perform only the fiscalonsidered the most important one. We
function of taxation. This means thathould also observe that the doctrine
taxes should be constructed so as notdoite commonly tries to promote the the-
hinder the existence and operations sifs of tax neutrality as a specific panacea
taxpayers, but also so that they do nfuir weakened ecomwic growth of EU
contain any preferences for selectecbuntries and deteriorating competitive-
groups of taxpayers. Favoring tax nemess of European economies. The belief
trality does not determine the negative dat+ tax neutrality stems from the fiscal
titude to achieving noffiscal goals of the function of taxes. According to some rep-
state through tax preferences. For examesentatives of the doctrine, we should
ple, using various forms of tax prefemot use taxes to achieve various social
ences may be a conseque of subjec-goals, often contradictory to fiscal re-
tively understood tax equity. Such equitguirements of the state. It is difficult to
requires noticing different material, famagree with the concept of tax neutrality,
ily and social situation of each taxpayeas it impossible in practice to separate tax
Non-fiscal functions of taxation are bedaw from the influences of broadly under-
realized by income taxes due to their spstood politics. Moreover, the thesis of tax
ci fic construct i e gneurfalityovgsoeasy w cefer®@l wh8rutaxes
2010; WoJowi ec & conytitutech Helow 200 @fOGDP share. In
Wogowi ec 2fz&al3aspectsNobtmany countries these days tax revenues
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reach or even exceed half their GDRaxes harmonization covered different in-
Therefore, such largscale redistributioncome tax regulations which limited the
brings about serious economic and socfatedom of income flow in form of divi-
effects. 2(0WPFo wwWaedends,einterests, licendees and capital
Suseg 2009) . between Community members (this will
Harmonization of taxes in the Europedpe discussed in a separate analysis of the
Union is very closely tied with the congprinciples of capital income taxation).
cept of the common market. If this conWe should remember that the principles
cept is to make sense, we must, first of income taxation in EU countries do not
all, fulfill the requirement of equal rightsconstitute such an important area @frh
for each market particgnt, that is eachmonization as indirect taxes. It is as-
entity from any member state. Due to theumed that the differences found in direct
fact that entities compete mainly itaxations are less dangerous for the func-
prices, the factors affecting it should b&oning of the common market. Moreover,
similar in all member states (harmonizdrarmonization of these taxes is much
tion of indirect taxes). Tax harmonizatiomore difficult than indirect taxes, both
is a process leading to standardiaa of from the politcal, technical and legisla-
tax systems in various countries. The prtive points of view. Only some elements
cess aims at achieving a state in which takcorporate income tax are being harmo-
issues do not influence the flow of goodsjzed, as they relate to international as-
services and production means betwepects of company operations that could
countries. Harmonization is necessapause potential discrimination in treat-
when the differences in tax systems bment of home and foreign compdaa and
tweenparticular countries account for thevhich refer to avoiding double taxation.
fact that decisions made by one or a ferobably further elements of corporate
countries bring particular effects to othencome tax will be harmonized nektax
countries. Thus, it all boils down to harrates and taxation base. Areas of PIT har-
monizing tax systems of various courmmonization: taxation of incomes from
tries and to ensuring that their functioningavings paid out in form of interests and
isinlinew t h EUO®s e c on omotualadministeative assisfamac in tax is-
harmonization is a necessary element siies. The main element differentiating di-
economic integration, its degree closehgct taxation is its slight degree of norma-
related to the level of integration adtive harmonization. It is commonly be-
vancement. lieved that direct taxes exert less destruc-
History of harmonization tive influence on the functioning of com-
The imperative for harmonization of dimon market, thefere work on their har-
rect taxes, including personal andrpo- monization started later, lasted longer and
rate income taxes and taxes on propedid not go as far as in case of indirect
gains, was not clearly stated in the Treatsxes. Direct tax regulations in the Euro-
establishing the European Econompean Union are left at the discretion of
Community. The legal base for initiativesnember states (except for the need to ob-
in harmonization processes was Articleerve the areas presented the table).
100 of the Treaty, stipulating harmonizaRarticular member states enjoy signifi-
tion of those regulations that directly afeant freedom in shaping their home solu-
fect the creation and operation of internéibns in this area. However, they are
common market. The process of direct
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obliged to treat home and foreign oper&ommunity Committee presented a pro-
tors equally as far as taxation is comgram of harmonizing direct taxes in 1967.
cerned (Wogowi ec 2t nOlled alWimailp edesis ehich, & the

Duszy E&sKki 2008) . following years, were gradually imple-
Scope of harmonization mented by the Community déslation or
There are several reasons for relativedye still an element of harmonization pro-
low scope of harmonization. gram. The most important issues raised

Firstly, when signing the Treaty of Romehy this document were:

it was believed that direct taxes do ndt Integration of corporate and individual
significantly influence the internal marincome taxation.

ket, as a result of which there aresme- 2. Abolishing income tax collected at
cific regulations on harmonization of disource for dividends and interests.

rect taxes. Thus, community law in dire@. Abolishing tax consequences of mer-
taxes can only be based on general regers between companies with registered
lations of Article 94 of the Treaty estabseats in different Community states.
lishing the European Community, whicd. Standardization of personal income
authorizes the Council to pass directiveaxation rules.

in order b bring closer statutory, enforce5. Fighting tax avoidance in community
ment and administrative provisions dhternal relations.

member states that directly affect the eldarmonization of direct taxemainly re-
tablishment or operation of the commofers to corporate taxation (CIT). In the
market. area of CIT the main activities concern-
Secondly, income taxes, as direct fornmisg eliminating tax barriers in interna-
of taxation are an important and valuabtenal companies operations were taken
tool of fiscal policy used by particularin July 1990 in form of community laws,
states, influencing social and econom@mncerning:

life and it is hard for politicians to get ridl. Common system of taxation of mer-
of this form of exerting influence . gers, divisions, capital contributions and
Thirdly, directives concerning harmoniechanges in shares of companies from var-
zation of direct taxes must be passed witbus member states (Directive
majority of votes, whib accounts for lack90/434/EECI OJ L225/90).

of unanimity in this area. 2. Joint taxation of parent companies and
Fourthly, progress in income tax harmasubsidiaries in various EU countries (Di-
nization evokes the fears of losing tapective 90/435/EEG OJ L225/90).
sovereignty and leads to stiffening pos8. Eliminating double taxation in case of
tions by member states towards procesgesfit correction of associated companies
aimed at harmonization of income taxegConvention 90/426 EEC).

Fifthly, EU countries have various rule¥he only directive concerning personal
of rewarding employees, establishing inncome taxation is the one from 3rd June
comes from pensions and shaping costs2ff03 (2003/48/EC) on taxation of savings
obtaining revenue and expenses loweriimgcome in the form of iterest payments
taxation base. (Druesne).

The first document emphasizing the neéd far as taxation of personal income
for direct tax harmonization was Neufrom remuneration is concerned, all at-
mak Committee Report from 1962. Foltempt of harmonization have been limited
lowing the concepts presented in it, thte various proposals on joint principles of
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determining taxation base, size of tawith reference to PIT, it was emphasized
rates and methods of shapitax progres- that the tax should remain at discretion of
sion. Taking into account PIT specificitynember states. The only harmonization
and detailed general issues of income tagtivities should concern removing barri-
harmonization, | believe that for personars to four economic freedoms and
income taxation we can only expegiroviding uniformity of taxation.

bringing closer some system solutions b&imilarities in the pesonal income tax in
ing the result of leveling the developmer@ommunity states concern the following
level in member states and improvemendsr e a s (Krajewska, Wo gowi
of tax techniques and popularization of iférend in the European Union):

most effective solutions. On 23rd Jund The tax is related to total (global)
2011 the European Commission issuedrecome of a taxpayer,

statement on tax policy aims for nexh Scales are progressive with vari-
years (COM(2001)260 final). Apart fronous numbers of ranges and minimamd
the above directie, EU countries havemaximum tax rate values,

been given freedom in shaping other prid Most countries use taftee
ciples of personal income taxation. In thismounts,
sense, principles of personal income tak- Tax burdens are usually adjusted

ation are not an adjustment area form tbhe inflation rate through the system of au-

Polish solutions . The European Uniotomatic or semiautomatic indexation of

countries independently deciden the changes to tax thresholds,

structure of costs of obtaining revenue, Personal income tax reflects the

scope for tax reliefs and exemptions, prprinciple of t axpayer é6s paymer
gression shape, e t tbroughl i odjiedvwsyseem pf.tax Iretiefss pi t e
of the lack of directives normalizing prinand exemptions;

ciples of individual income taxation, suck Different rules are used for taxa-

principles are seitreated and burdertion of family incomes, revenues from

levels equalize. We can say that due to tbelling property and movable assets and
principle of competitiveness included imapital incomes,

the tax law, member states make adjust- There is a varied system of costs

ing attempts in adopted tax constructionsf obtaining revenues, related to the way

This is to increase attractiveness of theair which revenue is gained,

tax systems. A It does not differentiate tax bur-
Competition between tax systerftrces den due to sources of revenues from

certain solutions in national tax systemsshich it is obtained and its allocation,

aimed at bringing constructions of certaif Income tax contains tax prefer-

taxes closer, in order to ensure optimahces related to the way the income is
functioning of the common market. Thuspent.

Aiqgui et har moni z at i Afeature bfdlired taxesoimtlsaetlere ésrac e

of progressing competition among na& | e ar connection between
tional tax systems in particular taxatiosituation (income, property) and tax bur-

f or ms (Wogowi ec) . danh EBromethef msychologicél pajnti ofe t
harmonization is bringing closer conview indirect taxes are the most hated
struction solutions in personal income tasacrifice to be made by the taxpayer. Di-

i n European Un i o nrecstaxashay demofividte the taxedeen-

2006; Wogowi ec 20 0ttigs. Excessive tax burden may slow
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down income activity of entities, whichcompetition (Cremer, Gahvari). To exem-
may result in not only slower economiplify the difficulties we will use the phe-
growth, but in its disappearance as wehomenon of transferring direct taxes. Di-
That is why not only the amount of taxect taxes may caern: income from
burden in a particular countrgnatters, work i income from economic activities,
but also the structure of the whole tax systcome from property and property
tem and the construction of particulaiights, income from capital and from
taxes. In case of direct taxes tax scales ameney savings. The subject of direct
vital. In a theoretical presentation, tax daxes is then the resources of work, land,
an economic category is a subject of nphysical capital, financial capitalessen-
merous analyses, both referring indi- tial factors (basis) of economic activity.
vidual taxpayers, their groups and thEherefore, how particular factors react to
whole economy. This concerns both indimposed taxes and changes is of funda-
rect and direct taxes. Despite impressiveental significance. Also, the flexibility
theories of economics, theories of publif various factors to tax changes is vital
finance, hundreds of years of experiendgnarginal analysis). The theoretical anal-
tax issues are still a controversial topigsis of tre effects of taxation differentia-
which is evident in a discussion on lineBon may be conducted on various levels.
tax. The deficit of theories and polarizae enumerate a few of them below:

tion of opinions concerns the role of tak tax influence on labor costs.
in micro-economics, where it would seerhligh taxes increase labor costs, as in-
easy to determine the relationship beeme after taxation (disposable income)
tween tax burden, tax scale and an ede-low, which is a natural basis fem-
nomic situation ofdxpayers andthedep| oyees 6 pay demands
cision made by them. This results fromvhich implicates the position of the en-
the fact that t he teraricea xanpdiitive market@aradtcome n
fected by a number of other factors, therpany profitability. It is understood that
fore it is difficult to isolate the tax factordifferentiation of tax conditions between
if we do not take into account abstracbuntries (regions) exerts considerable
analyses. The situatias further compli- influence on coditions of conducting
cated when the subject of our analysis liisiness activity;

the influence of a particular tax on thé changes in direct taxes always
whole group of taxpayers or the whole taxing about changes in marginal produc-
system on economy (for example the thden costs;

ory of automatic stabilizers in businesh taxes always constitute a burden
cycle). The difficulty of tax anakis con- on a given entity, therefore there is a de-
cerning tax influence on entities anfense reaction of a taxpayer who tries to
economy increases if we go beyond theansfer thisburden onto other subjects.
boundaries of the state with such analiftundreds of years of observations of tax-
sis. Tax relations are further complicag ay er s 6 r esastd staberihait ita |
and tax effects are even more difficult tis easier in case of indirect taxes and more
assess or quantify. This is an importadifficult with direct taxes. Income taxes
statemen as it partly explains the sourcar e no't transferrabl
of controversies concerning opposite tagaction may oly consist in limiting in-
doctrinesi tax harmonization versus taxome activities. This is especially visible
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in progressive tax scales, whose use iftransfer prices) to countries with lower
creases marginal taxation and decreasases. An effect of this is further increase
marginal income. The final decision of af taxes in countries which do not use tax
taxpayer in this matter implicates the irdumping, as the budget increase its reve-
come usefulness curve; nue deficit, or limiting expenditure, or in-
A the issue of direct tax transferaereasing public debt. It should come as no
bility looks different in case of taxing arsurprise then that after admission of 10
employer than an employee. The emew countries to the EU, France and Ger-
ployer will try to transfer the increase ofmany threatened to stop their payments to
tax rates into manufacturing costs arElJ budget due to considerably lower cor-
then into prices. His possibilities depenglorate inome tax rates in such countries
on the type of taxegoods and the stateas: Slovakia, Poland, Czech Republic and
of the market (competition), which ighe Baltic states, where entrepreneurs be-
manifested in price flexibility of demandgan to move their economic activity. We
The chances of transferring increased takould add today that it happened with
burden grow with lower price flexibiltyc | os e d |l abor mar ket s ( Wo
of demand. The second possibility cowWo Jowi ec & SoboE& 2011).
sists in transferring the tax effess on em- Internationalization of economic rela-
ployees by reducing their salaries. Thigons and economic integration
constitutes the soalled retretransfera- In times of internationalization of eco-
bility, usually ineffective, as employeesomic relations and economic integra-
oppose such practices. The degree tafn, the mechanism of tax transferability
transferability of increasing taxes on enis becoming international. This concerns
ployees depends on the state of the lallmth taxation of income from wk as
maiket, unemployment rate, labor marketell as income on economic activity, in-
flexibility and openness; terests, capital gains, etc. Personal deci-
A measuring the phenomenon dfions concerning taking up workassum-
tax transferability is difficult even in caséng that there are formal restrictions in
of a closed economy, as the effects 86w of labor between countriésare de-
growing taxes may be distributed, for exermined by salaries and taxes. Therefore,
ample, into prices, nepay manufactur- we exerience a natural phenomenon of
ing costs, ent r ep rwerk migrations to places fvhiete papnand g i n .
These difficulties are multiplied in artax conditions are more favorable. While
open economy, as the mechanism of taxcase of taxation on incomes from work,
transferability affects the society (ecorpossible change of place (country) of
omy) of another country. In its theoreticalork is easier, in case of entrepreneurs it
meaning, tax (fiscal) dumping means th& a more dauntingenture, as it requires
redistributon of social income takescomplying with the legislation of the
place between countries through taxesountry where the activity or its part (es-
This is especially visible when countriegblishing dependent companies) is trans-
belong to a uniform economic associderred. The mobility of labor and capital
tion, which has a mutual fund budget, implicates the issues of tax harmoniza-
which also serves as a source of incortien. From the economic pointf oview
for me mber s t a use ofdharimanidagion tob direcT tavees and tax
tax dumping means that part of income &®mpetition force us to consider further
transferred in an open or hidden watheoretical and legal aspects, such as:
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A effects of harmonization of di-Firstly, the relationship between home
rect taxes on state budget, imbalancetax law and community law. While re-
public finance, specting the principle of community law
A allowed scope of realizing taxsupeiority, there are several specific is-
economicrent by international corporasues that appear in practice.

tions (Keen, Lahiri, RaimondesI 3 | | eSedondly, in what proportions to use the
A mechanism of reallocation ofnlimited tax obligation in one country
public debt between countries due to tleand to what extent unlimited tax obliga-
abovementioned rent, tion in one country with the principle of
A limiting the possibility of lower- limited obligation in anotér country and
ing taxation of personal incomes and cofinally to what extent to use the principle
sumption taxes wdn harmonization ofof unlimited tax obligation in both coun-
direct taxes leads to lower public reveries.

nues, Thirdly, how to shape the agreements on

A effects of labor mobility on homeavoiding double taxation.

economy due to differentiated tax condFourthly, whether tax should be collected
tions, at source (in then resi
A changes in the structure of tathe country of nowresident and in what

system in relation: indirect taxésdirect proportions. This determines not only is-
taxes, as to how these relatfomttract sues of information that needs to be ex-

foreign investment, changes between tax administration in
A motivating national investors tdboth countries, but also the amount of tax
invest, as there are various tax rates, and differ-
A scope of using tax credit. ent methodsof calculating tax base

These issues look different in conditons Wo g wi ec & Suseg 2011)
of small, open economies of the countriédovelty of research results.
which suffer from foreign capital deficit.The theoretical theorems, scientific con-
The situation of developingountries un- clusions, practical proposals and recom-
dergoing the systemic transformation mendations made by the author in this
different in countries with establishedissertation all aim at the conclusion that
strong position within a given economialthough harmonizéon of personal in-
system or global economy. Considergome taxation is possible from a legal
tions take into account the element of tgoint of view in the long run, from the
equity, in its international aspect. An ecaconomic and social perspective it is un-
nomic approach to the issue of harmonjustified to harmonize this form of taxa-
zation of direct taxes is decisive, as fton. Thus, proving the thesis that there is
concerns the essence of the probleno goal and sense in harmonizimgd
However, it is not sufficient. What isstandardizing PIT constructions, theoret-
morei economic goals of tax harmonizaical, methodological and practical nov-
tion may not be achieved due to legal reaky of the dissertation consists in:
sons. Tax is not onlyrmaimportant eco- 1. In their pure form, income taxes do not
nomic category, but also a legal onstimulate inclination for investment and
From the legal point of view, there arsavings. Income tax is a burden on the
some vital issues implicating jurisdictionsaved and spent part of income. In order
to stimulate saving and/or investing, it is
necessary to introduce some reliefs and
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exemptions to the tax construction,taxes). Itallowed us to answer how par-
granted for creating (developing) investicular types of fiscal revenues affect the
ment. The author conducted own resear@DP growth dynamics. The analysis cov-
on the relationship between the level afred three tax groups. The first one com-
fiscalism (relation of PIT tax revenuegrises income taxes (PIT, CIT and taxes
and social insurance contributions to aen capital gains), the second dinsocial
erage annual GDP growth ratalculated insurance contributionand their deriva-
with purchasing power parity per capita)ves, the third oné incomes from work
and the structure of tax system, and ed@eintly PIT and social insurance contri-
nomic growth speed for 27 EU countrielsutions and their derivatives). Distin-
in 1991-2012. guishing the fourth group was justified by
2. The research shows that in the shdfte fact that social performance can be fi-
period of time it is difficult to prove thenanced with general taxes or withepni-
relationship between redtion of tax ums outside the budget, as burden classi-
rates and GDP growth rate. Negative cdied as social insurance.

relation means that the higher the level df Analyzing the influence of the share of
marginal tax rates, the lower the GDRcome taxes in fiscal revenues on GDP
growth. The obtained correlation coeffigrowth rate we obtain the coefficient of
cients are statistically insignificant, thaPear sonds | i near correl at
is so small that there are no grourfds The obtained value fothe coefficient
rejecting the hypothesis of the existeneeeans that there is no statistically signif-
of a relationship between the level dtantrelationship between the share of in-
marginal tax rates in the short period afome taxes in fiscal revenues and average
time. These results do not allow us to coannual GDP growth rate. Similar results
firm the theoretical postulates of the sumre obtained when examining the dis-
ply side school of economics. Its advazussed relationship annually in pattlar
cates taim that reduction of marginal taxyears (with an exception of the Nether-
rates in income tax leads to lowering ldands). Analyzing the power and direc-
bor costs, stimulating consumption antion of the correlation between PIT and
production, and in consequence to shifGIT separately and average annual eco-
ing the global supply curve so that theomic growth rate, we also obtain statis-
balance point between demand and sufally insignificant relationships. The
ply indicates higher levebf GDP and obtained coeffients of correlation are
prices. This activity is supposed to lead tespectively rxy = 0.05 and rxy = 0.37.
economic growth and lower inflation. ArTherefore the share of income taxes in the
effect of these activities may be increasetructure of budget fiscal revenues does
trade deficit caused by growing demanbt significantly affect the economic
for consumption and investment goodgowth dynamics (either in the short or in
and increased capital surplus due to ithe long term).

creased inflow of foreign capital and des. Detemining the power and direction
creased outflow of national capitabf the relationship between the share of
abroad. social insurance contributions in total fis-
3. Apart from the influence of the levekal revenues and average annual GDP
of fiscalism on economic growth, we alsgrowth rate per capita we obtain the coef-
analyzed and researched the structurefigient of correlation rxy = 0.44. This re-
budget tax revenues (including quasi
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sult proves the exisnce of negative relasalaries in total fiscal revenues by 1% ac-
tionship between the analyzed variablesounts for a decline in GDP per capita of
The power of this relationship does nd.11%. Thus we can state that high level
allow us to treat it as statistically signifief burden on income from work nega-
cant, therefore the thesis of negative itively affects economic growth. High la-
fluence of high level of burden related tbor costs weaken the competitiveness of
social insurance premiwnon economic national economy, increase the tendency
growth cannot be fully proved. to escape into shadow economy and in-
6. Combining personal income tax andrease unemployment and, in conse-
social insurance contributions in onguence, hamper economic growth.
group, we obtain a category of income&xs Examining the relationship (for years
placing burden on work. These perfot991-2012) between average annual level
mances are complementary and detef unemployment (dependentariable)
mine the secalled tax wede, that is labor and average share of tributes placing bur-
costs (difference between labor co$tsden on income from work, we will notice
pay cost for the employer, and net gaya strong relationship, assuming a three
pay income), extremely important for thgear delayed reaction of the unemploy-
willingness of employers to create newent rate. With this assumption, the co-
jobs. Moreover, these terms are oftesfficient of correlation is rxy = 0.93. An
used interchangeably. Examining thieacrease of average share of burden on
span between the share of particular fiscphy (PIT and contributions) in total fiscal
tributes in the EU countries with theirevenues of EU countries causes, assum-
highest and lowest level, we can notidag a threeyear delay, an increase in un-
that in the EU countries the span of themployment rate of 1.46%.

PIT share indicator in total fiscal reve9. The research also shows that each in-
nues was around 39% in 2012, while icrease of tax and quatix burdenmay
case of socialnisurance contributions translate into decline in economic growth
34%. In case of total burden of incomete. The research demonstrates that the
from work, the span amounted to 21%nost negative influence on economic
therefore it is justified to examine thgrowth, especially on unemployment
joint influence of tributes placing burdetevel, is exerted by fiscal burden which
on labor costs on economic growth. determines the soalled labor costs. In-
7. On the basis of the above data wb- terestingly, cotrary to popular beliefs,
tained the coefficient of correlation rxy the research did not prove existence of
-0.55, which denotes the existence of stany correlation between the influence of
tistically significant, negative relation-burden placed on economy by income
ship between the share of burden on itaxes and economic growth.

come from work in fiscal revenues an@l0. The obtained results of the research
the GDP growth rate. The coefficient afio not allow us, without first conducting
correlation calculated on this basis indetiled microeconomic analyses (house-
forms us that the average GDP growtiold prosperity level, structure of house-
rate in the analyzed years is explained limld expenses, price flexibility of de-
29% by the share of burden placed on imand, etc.), to propose a thesis that it is
come from work in total fiscal revenueanore beneficial for the social and eco-
The obtained results allow us to state thabmic prosperity to increase revenues
an increase of averagdare of burden onfrom indirect taxationn the structure of
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budget tax revenues. Lowering the bucosts of salaries and costs of other means
den placed by income taxes requires offf production (raising their prices, their
setting the lost revenues with increasquloviders compensate the costs by trans-
indirect taxes in order to maintain neuerring the tax burden). Thus we experi-
trality of revenues. We should remembeence indirect burden of indirediaxes
however, that this may cause some negdaced on enterprises on the cost side.
tive consequences. First of all, increasédthly, price growth being an effect of
actual rates of tax on goods and servicesreased burden of indirect taxes may
may lead to unfavorable allocation ofad to increased amount of money, ac-
production towards goods with lowecording to the Irving Fischer exchange
price flexibility of demand. Indirect taxessquation. This may account for the loss of
use consumer s 6 us ebalanceigthe snonetarg fystemeSixthlg,s i n
order to sasfy financial needs of theindirect taxes, by placing burden on con-
budget, but the structure of the econonsgmption expenses, mostly negatively af-
shifts towards goods with low flexibilityfect poor households (in New Member
of demand (basic goods). This may beSiates, they generate 80& of global de-
factor that weakens economic growth bhyand), which violates the principle of
reducing the market for more completaxation equality and equity. Sawéaly,
goods stimulating economy effeve- increased indirect taxation of basic goods
ness. Secondly, the price increase caudedds to society stratification as economic
by increased rates of indirect taxes mayequalities build up in distribution of do-
lead to inflation processes. If prices ahestic product, especially with high
consumer goods with low flexibility ofs har e of househol dsé expe
demand grow, their low flexibility will goods (this is a typical phenomenon for

not cause demand decline (or only slight M S, according to Engel 6s
one). Producers will increase pricesiesearch shows, the assessment of the in-
which will lead to multiply reaction off | uence of i ncome taxes o

changes to other prices. Households wihvior, and in consequence on economic
be burdened more with higher prices gfrowth, requires taking into account the
basic goods and will limit their demandvhole external environment, in which
for more complex goods, thus lowerintaxes are one of esstial elements,
their prices and productio Producersthough this elements does not function or
limit their production and the generatletermine economic growth on its own.
level of prices is determined by goodEhe environment may hamper and stimu-
with low price flexibility of demand. late economic growth and it is shaped in-
Thirdly, high (growing) rates of indirectd e pendent of the taxpaye
taxes, through increased price level amstiould always distinguish and analyze the
inflation effect, lead to lowered actual infollowing elements of the environment:
comes of the society, lowered demandtate of the market (prices and currency
reduced production, and, as a resuétxchange rates, stan and intensity of com-
weaker economic growth rate. Fourthlyetition, payment holdips, state of busi-
price growth, being an effect of growingiess cycle, etc.); social and material in-
rates of indirect taxes, in the long rufrastructure (banking and insurance sys-
generates pressure on increasing salaries), education, agouption, administra-

in order not to waken global demand intion, system of justice, etc.); fiscal and
economy. This accounts for increased
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monetary policy of the state (customs dgraphic and economic problems, Integra-
ties, public aid, height of budget deficittion of the European economy, globaliza-
interest rate, taxes and tax reliefs, etdipn of the world economy and principles
and complex regulatory and administraf cooperation with international organi-
tive influence of the stat@legal regula- zations. These factors are a result of sim-
tions in particular sectors, regulations dffar economic and social structures, deter-
labor market, EU sanitary norms, shapingined by similar cultural, historical, so-
production quality, etc.). ciological and political factors. In prac-
11. In their pure form, income taxes dtice, the shape of the tax system reflects
not influence the choice of socially benghe necessity to take into consideration
ficial structure of production and choicinterests of various social groups and a
of production factors or on using technoleonsequece of frequent changes in legal
ogies saving natural environmensolutions, being an effect of political
Achieving these goals also requires appptays. As a result, the functioning tax sys-
cation of the system of tax reliefs and exems are determined both by model and
emptions. actual (mostly political) factors. The eco-
12. Income taxes do not affect the saromic structure of the European Union
cially beneficial structure of consumpeountries is charactered by high level of
tion. We can talk bappropriate structureexchange, combined with a certain tax
of consumption only in case of personalystem, whose features include: high
income taxpayers. It does not seem poskivel of tax burden, similar structure of
ble to introduce reliefs and exemptionsx systems (the core are personal and
into the structure of this tax that wouldorporate income taxes and universal
allow us to steer household expenses. kBnsumption and excise taxes), signifi-
come taxes are of little userfsuch influ- cantrole of accounting and minor role of
ence (these statements are vital both faheritance and donations tax and taxes
understanding the specificity of incomen t axpayer és assets a
taxes and from the point of view of th&4. The tax doctrine formulates guide-
analysis of the purpose and nature of prdéifies on what rational and effective tax
erences used in income taxes. Knowimmplicy the state should run. These postu-
the specific structure of these taxatidates are determineid various ways, de-
forms, reliefs and exemptions often pending on adopted criteria concerning
given contradictory evaluatiorismay be goals to be achieved thanks to tax policy.
justified by the implementation of sofirst we should ask about the functions of
cially or economically important goals). tax policy and then about norms and ways
13. Tax systems in the European Unioof their implementation. The primary
countries are a product of long evolutiogoals of tax policy are presented: effi-
and feature a lodf similarities. Similari- ciency in implementing the income func-
ties of Community states tax systems atien, efficiency in implementation of nen
the effect of the same factors affectingfescal functions, equitable distribution of
particular tax policy and features of legahx burden and lows costs of tax collec-
solutions in taxes. Such factors includéion. Tax policy often quotes the doctrine,
degree of economic development, socilalt in reality it may differ from it cosid-
and economic systemand doctrines oferably.
economic policy, similar social, demoi5. Personal income taxes, due to their
significance in national fiscal policy,
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should not be harmonized due to thelf7. Personal income taxes also constitute
role in fiscal policy, as automatic stabithe revenues of communes, districts and
lizers of business cycle. Using incomeegions in EU countries. In practice this
taxes, we can af f eneans that P asyaedifferéntiabe@ toa-v i or
in various ways, through tax reliefs andtruction as far as its role and importance
exemptions as well as shape and structime selfgovernment own revenues are
of tax scale. It is necessary to realize neencerned. In some countries sgtiv-
tional tax policy, whose specificity andcrnments have their own income taxes, in
economic, historical and social idiosynethers they have shares in PIT revenues
crasies require freedom in constructingansferred by central government. Local
PIT. tax authorities have didrent entitle-

16. Differentiated reward systems, variments, the local PIT has different levels
ous constructions of tafkee amounts, of burden and legal construction. An at-
and, most of all, different level of salarieeempt at harmonization would infringe
in the EU countries makes it impossibldée local authorities autonomy and would
to conduct a rational and sensible harmalso require complex standardization of
nization of this form of taxation. Alsothd o c a | governmentsd source
way of financingsocial insurance sys-al EU countries, which is impossible
tems differs in the EU countries, which iffom the legal point of view and highly
reflected in labor costs structure. Theiaeffective from the economic point of
are countries where social insurancecon-i ew (t he aut horé&s own r €
tributions are small, but fiscal burden cdame time, PIT on the local level is a vital
PIT is huge (Denmark) and countries witimstrument of performing stimulating and
opposite systems (Slovakiafhis makes regulating functions of taxation. Diverse

it impossible to harmonize this form o$pecificity of local governments which is
taxation, as it would require simultaneouwsttributed to different development rate,
reform of retirement systems and stantistorical and cultural conditions, makes
ardizing the level of fiscal burden, constit impossible to harmonize PIT.

tuting the secalled tax wedge. In prac-18. Personal income taxes do not af-
tice, as conf i r medfedi yhe frdedomaoll febpte raddsdzipo wn r
search conducted within statutory removement, therefore their harmonization
search WSBNLU i n Nowy iSmotjustfiedlfront adegal point of view.
national Institute for Economic and Sofhe research shows that harmonization
cial Research & Analyses (IESRA), Unimay cover some aspects of taxation, such
versity of Technology Management imas: avoidance of double taxation, incomes
Rzesz-w and Uni ver fomtsavings 6r the issoes of meternsining
Innovation in Lublin) standardizath of a joint taxation base, etc. (work is in pro-
these systems, although possible from theess, though it does not seem necessary).
legal point of view, is economically unreA theoretical analysis of the effects of
alistic due to costs involved and complexax differentiation can occur on several

ity of such reforms but also rationally unaxes, including

justified. Such activity may lead to radid) Impact of PIT on costs of labour. High
cal increase in labor costs in 60% of Ethxes increase labour costace aftertax
countries, weakening their competitiveincome (disposable) is low and thus
ness and radically slowing down theicauses pajyncrease demands from the
GDP growth. workers and this in turn complicates the
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companyds compet i tthrough tmrdsfernpdiding gr traough the f
fects its profitability (when compared tdransfer of company operations to loca-
companies operating in other, more bengens with favourable tax regimes. The
ficial tax environments). i mpact on nations

2) Taxes as a burden. They forceadefahu mpi ngdo pol i ci es i
sive response from the taxpayer in thex rates to maintain governmental reve-
form of seeking opportunities to transfamues (for those taxpayetisat remain) or
the burden onto other entities. Centurieseduce governmental expenditures (polit-
long observation of taxpayer reactions ioally difficult) or increasenational debt
tax burdens show that, even if dedile, (finding lenders willing to fund continued
burden shifting is much easier in the casgpenditures) .

of indirect taxes than direct ones (in this the era of internationalization of eco-
case the most common technique inomic relations and integration, the tax
volves limiting economic activity). burden transfer mechanism becomes in-
3) Tax burden transferability is differenternational, in terms of taxation on in-
for employees and employers. Increasedmes, labour, economic tadgty, inter-
labour cost will affect production costsest, capital returns, etc. Personal deci-
and this affects final product/serviceions regarding where to undertake paid
prices. Opportunities open to the enemployment (with the assumption that
ployer will depend on the type of theéhere are no restrictions on the movement
good/service under taxation and the staié labour) will be affected by offered
of the market (competition), which is dewages and required taxes. Income migra-
fined through elasticity of deand. Non tion therefore becomes natural as people
elasticity of demand for a good will asgravitate towards locations where in-
sure easier transfer of tax burdens by themes and taxes are the most beneficial.
employer onto the client. A second possDf course, changing the location of activ-
ble reaction is to transfer the burden onity is much easier for an employee than
the employees by lowering their wage$for an employer and entrepreneur as the
Opportunities here will be defined by th&atter two have to adapb the require-
current state of the labour market, itments of the host country to where their
openness, level of unemployment arattivity is being transferred (for entire
elasticity of labour supply. company or its part, subsidiary). Both la-
4) Measuring the transferability of the takour and capital would therefore benefit
burden. The process is difficult even ifrom tax harmonisation as it would sim-
the case of a closed economy because fitiéy operations and create a more bal-
effects of increasing &@s can be hiddemanced environment that would reduce the
in prices, noAwage production costspeed for mobility oriented purely on
producer profitability. These difficultiesseeking tax benefits.

are multiplied in an open economy wheigoth tax rate harmonisation and tax rate
the mechanism of transferring the tasxompetitiveness require additional con-

not
S

a

burden affects the society and economyi der at i on of (Wogowi

of a different nation. In a theoretica2009; ):

sense, it ax dumpi nD bnpactlofePtl dase hdarmonisati upend i st r

bution of income between different socthe state budget and possible imbalance
eties as it assures that part of the income
is transferred to nations with lower taxes

Dr hab. TomaszWo g owi e c

PhD Daniel Szybowski
Opublikowany: 201712-30
DOI: 10.5604/01.3001.0010.7619
Wydanie: International Journal of New Economics and Social Sciences 2017;248):

23


https://ijoness.com/resources/html/article/details?id=158229

International Journal of New Economics and Social Sciences2(6)2017

of public finances (harmonisation wors2. Income taxes, as forms of direct taxa-
ening national budgets, e.g. througtonare an important tool for fiscal policy
downward integration of tax rates). that affects social and economic activities
2) Impact of labour mobility upon the naand it is difficult for politicians to aban-
tionds economy (i nonahiseool fior nganagihgi national fpali-r -
ther enhanced by Pliates). cies.

3) Impact of changes in the tax system, Directives requiring the formulation of
which affect the ratios of: indireatirect direct tax harmonisation must be agreed
taxes, CIFPIT, when they are intended tapon with a majority vote in the national
draw in foreign investments. Assemblies (Parliaments), which leads to
Economic aims of tax harmonisation mag lack of consensus on desired aims, costs
be unachievable due to legal reasoramd benefits, procedures.

since a tax is ot only an economic cate4. Progress in direct tax harmonisation
gory but also a legal one, and its legal sidecates an aura of challenges to the tax in-
is affected by: dependence if natis and leads to en-
1) Relationship between national anmenchment of state and elite positions.
Community law, and when considering§. EU member states have different rules
the supremacy of EU law over nationdbr remunerating employees, setting in-
rules, many issues emerge (e.g. confli@@mes from retirement funds and affect-
ing regulations, dferent interpretations).ing the structure of incomgenerating
2) Problems of applying (and in whatosts and expenditures that reduce the t
measures) unlimited tax duty in onbase.

country compared to applying unlimitedespite the lack of Directives to regulate
tax duty in one country with a limitedthe rules of taxing personal income, the
duty in the second country and, finallyules are emerging spontaneously and tax
how to apply unlimited tax duties imoth burdens are slowly equalising. This pro-
countries. cess is the result of competition between
3) How to formulate and agree upon tre&U member state tax systetnsations
ties on avoiding double taxation (not onlgxtersively are utilising the construction
achieving consensus between nations lmitthe personal income tax to utilise the
also following local political patternsstimulating functions of the tax system,
taxation trends). which in turn impacts the possibilities
4) Problems in whether to collect the tagpen to spontaneous PIT harmonisation.
in country of reglence or nofresidenceDue t o the effects
and in what proportions. harmonisation, everal common PIT
Harmonization of income taxes is mucbharacteristics can be found in the EU
more difficult than harmonization of in{ Wo gowi ec 2008) :

direct taxes from the practical, technicdl. Placing subjectivity on the principle of
and legal perspective and is a result of:residence. Rules on limited (<183 days),
1. When creating the Treaty of Rome @&nd unlimited (>183 days) tax duty.

was ccided that direct taxes would na?. The dominant concept is of a global
have a notable impact on the operatiotesx. Joint taxatiomf all incomes obtained
of the internal market, and that approadly the taxpayer from different sources
led to a lack of appropriate regulationgonly the rules regarding capital interests
especially in the area of personal inconage exempt from being combined with
taxes. other incomes).
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3. The tax is progressive and specific s4- Political factors: PIT payers are the
lutions concern different tax rates, typdargest group in any nation. Politicians
of scales, ules regarding progression andre unwilling to abandon PIT techniques
the amount of the minimal and maximurm pursuing regulatory and stimulatory
rates. tax functions, that are of a political na-
4. Tax burdens are designed to follow irture,e.g. any activity in this are will have
flation through a system of automatic aan impact on the political balance of the
semiautomatic indexation or through theation. PIT setting is an important and
change of tax brackets. valuable tool in maintaining relations
5. Different regulations are afipd to a with voters.
family income, sale of real estate, asséts PIT harmonization is not an important
and investment incomes. factor in the evolution of the Common
6. In every construction there exists Blarket. It is neutral to internal trade and
sum free from taxation and, in varying dedoes not affect intrEU competition and
grees, considers the minimal level of (bas such will not become a European pri-
ological) existence and costs of obtainingyity for some time.
an income. 3. PIT taxes mainly incomes from work
7. Tax burdens are considerate of, in vaand retirement and the level of taxation
ying degrees, state of the family and cdoes not increase intaU migraton (alt-
pabilities to pay through a system of rdrough in the longun this may change).
bates and deductions. 4. In EU member states, social support
8. Multiple rebates and deductions existystems are funded from different
that are of a simulative and social charaseurces: taxpayer contributions, direct
ter (investment, building andenovation, funding from the state budget (social se-
health, donations). curity contributions are then contained
The analysis of Union laws indicates thatithin standardaxes, e.g. Denmark) and
personal income tax harmonisationisea-s t hey form part of t
tremely difficult due to historical, politi-their harmonisation will be even more
cal, social and technical factors. Decdifficult (while exerting sizeable influ-
sions by the European Court of Justi@nce on the PIT system).
(ECJ) concern mostlyak deductions by5. EU member states possess different
individuals who are not Union residentsystems of labour remuneration and shap-
and the deductions of contributions madeg of citizen income levels, different
to retirement funds operating outside threethodologies of designing tax progres-
EU. The ECJ decisions cannot affect ttsgon. Therefore, even creating a holistic
rules for harmonising personal incomand longterm understanding of existing
taxes because they concern the taxdfigcomplexities will be difficult.
income from savings and the exchange of Harmonisation in general is a
tax information, while the progressinglifficult challenge, and any debate@h
Afqui et o har moni s at hamonising PIT systelme brings out mas u | t
inter-nation competitiveness and not gbr counterarguments:
any formal ECJ rulings. 1. Further loss of sovereignty in national
Alongside minimal lawmaking at the Eufinancial policies, which will inhibit the
ropean level, minimal progreof harmo-st at edés abil ity to af
nization i s a r es uctessescahd (éspeoidily) socia ones. Har-

monisation of the rules faralculating the
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basis for taxation and the acceptance ®f Historical, cultural, social factors that
unified rates would mean the transfer dfave shaped national tax systems enforce
tax-setting prerogatives to a trans- claims that patldependent process will
tional institution: the EU. In such a situabe difficult to reverse.

tion, each nation must conduct its ow. Competitiveinequality between tax-
analysis of costs and benefits (ofrisher- payers who operate in one market and
ring those competencies versus their rdtose that function in multiple EU mem-
tention). ber states. Depending on their primary
2. Different social models and retiremertountry of residence it can be an ad-
systems, when combined with varied deantage to pay taxes elsewhere (when the

grees of PIT integration with retiremend t h e r nationbés tax regim

contributions, determine various finane.g. for Poles employed and taxed in the

cial needs of the state, therefore harmodK) or a disadvantage (when British tax-

sation would have to reach far beyonpayers operating in Poland or Poles earn-

fimered PIT syst emsinginthe UK are subject to Polish taxa-
tion).
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Abstract

I'n the article the presence of internation
ance market has been, in particular, in the area of life insurances. Influence dfyaaftiv
international companies on participants of insurance market of Ukraine is analysed. The
directions of development of insurance companies activity are defined.
Keywords:Insurance market, insurance company, strategy, foreign capital
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Statement of the problem in general economic atities. 3. The formation of an
outlook and its connection with im- independent, fair and competent
portant scientific and practical tasks supervisory and monitoring system
The economic growth of any country is imcapableof ensuringbalance between the
possible without effective insurance syseontrol over the compliance with the
tem that is based on the best internationaktablished rules and interference in the
experience. Solving many of the problemactivities of the insurance system
facing the Ukrainian economy (ensuring otompanies. 4. Establishment of the
economic growthinvestment increase) de-procedures and rules that will ensure the
pends on the effectiveness of the insuranédentification and consideration of the

system functioning. interests of each group in the decision
The insurance market is exposed tmaking process at all levels of government,
significant external and internal risks. increase of competition and responsibility

Aims of paper. The main risks are: for the results and consequences of
global risks, caused by the cyclical naturénplemented decisions. 5. Developing
of the dobal economic and financial sys-mechanisms for the equal dialogue on key
tems and inability to predict time and scalelevelopment issues between insurance
of the next crisis; macroeconomic and mi- organizations, insurers and the state, the
croeconomic risks, in particular, theresults of which become the basis for
tendencies for the decrease of the nationedgulatory decisions. 6. Support of sedds
economy or particular industries growthpf the insurance market on self
investment adtity, the high level of infla- organization issues. 7. Restoration of trust
tion and interest on bank lending, the lovef the insurance market subjects to state or
standard of living of Ukrainians, the insuf-public institutions, the fight against
ficient level of the internal infrastructurecorruption including formation of control
developmenti financial risks, which in- procedures over the activities of the
clude insurer sd un saathoiitis.f8aRedlizatioy of thé policyaf |
sition, lowasset quality, dependence of incompetition development and punishment
vestment income on deposit policy of thdor the monopoly to ensure equal
banking systemi commercial risks in- functioning and according to this policy the
clude increase of price competition andnost effective insurance organizations will
threat of bankruptcy of a significant num-be successful. 9. Creating the conditions
ber of insurers, the growth of unfulfilled li- for insurance inneations to become the
abilities between ingers, including under main tools of competition. 10. Fedlcale
reinsurance contracts, and in the sphere witegration of the Ukrainian insurance
cooperation between counterparties anmharket into the world insurance market. In
partners (banks, investment companiesrder to achieve the desired goals, it is
etc.) [2]. necessary to create an institutional system

Thus, the prospects for thefor developing a modermation strategy
development of the insurance market areompatible with existing cultural, political
1. Creation and development ofn and institutional constraints and an
institutional and infrastructural interactive system for managing the growth
environment, comfortable for the insurancef the insurance market. Its functioning
business and the fulfilment of itsshould be based on coalitions of interests,
functions. 2. Successful functioning of thevhich in the present situatiohave a
insurance system capable to protect thehance to become coalitions of actions.
property interests of the state, citizens and Foreign investments in the domestic
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insurance system become an importamisurance companies and r@sident sub-
factor in the development andsidiaries.
transformation of the state insurance There are no restrictions for noesi-

sector. dent individuals who hold managerial po-
Exposition of main material of re- sitions in insurance companies [4].
search with complete subsintiation of Corporate strategies for the develop-

obtained scientific results Taking into ment of life insurance companies (devel-
account the activity of international com-oped by the Figne 1.
panies in implementing corporate strate- To enter Ukrainian insurance market
gies in the service sector, we will analyzdoreign investors often establish a subsidi-
specific features of their activities in thisary company or purchase domestic insur-
sector and the influence of faga capital ance company and invest significant re-
on it. Recent trends in the life insurancesources in the companies. Thus, operations
market development strategy in the worldan sometimes be carried out not directly,
show a certain slowdown in its growth inbut thraugh affiliated companies. When
developed countries. The dominant posbuying companies with a developed net-
tions in the market were taken by thevork of affiliates, established channels for
United Kingdom, the United States and Jahe implementation of insurance services,
pandue to national characteristics of thesewestors bring the latest management
countries, mentality and insurance culturstrategies, sales technologies and corporate
[7]. Insurance market of these countries igork traditions. When buying small and
already saturated with life insurance semnpopular companies, the investor changes
vices. Therefore, the majority of insurancéhe name and promoting strategy in the
companies of worlgtlass, trying to expand market, which completely borrows the
the implementation of their services, acmethods of work of the parent company
tively use markets of foreign countries td9].
promote and ensure further development. It In fact, since 2014 restrictions on the
is also underlined that corporate, portfolialirect affiliates of foreign ingance com-
strategy is associated with a group of maipanies have been cancelled. In 2015, 92 in-
company activities, and competitive $tra surance companies with foreign capital
egy deals with operational issues in sewere registered in Ukraine, including 16
lected areas. life insurance companies (Table 1). Some
Globalization has a significant impactof these companies show a significant de-
on the insurance market. First of all, today e | o p me n't (in particular,

very often authorized capital of insurancé&Jkra i n e 0, PJSC Al nsurance
companies use foreign capital. There altt AS6, PJSC AGRAVE Ukraine
quite attractive conditions forofeign in- anc e 0, PJSC fAJdJupiter Life
vestors to enter the insurance market @nnual growth of insurance premiums in

Ukraine: some years exceeds the average market rate

- Unrestricted share of nen@sident in 5-7 times. It should be mentioned that in
participation in statutory funds of insur-the segment of lifensurance, unlike risk
ance companies. insurance, foreigners play a dominant role

- Unlimited openings of foreign in- in the share of premiums, registered capital
surance compani es 6 agdpthesindicataisy Tihesthyee leaders have

- Equal legislation for nomesident More than 50% of gross premiums in the

life insurance sectoAnalysis showed that

PhD, Assoc. ProfessoNina Bilous
Opublikowany: 201712-30
DOI: 10.5604/01.3001.0010.7620
Wydanie: International Journal of New Economics and Social Sciences 2017;28(89:

30


https://ijoness.com/resources/html/article/details?id=158289

International Journal of New Economics and Social Sciences2(6)2017

companies with freign capital were tradi-
tionally the most active members of the in-

surance market.

1
! | DOMINENTS FORMING STRATEGY OF COMPANIES |
I

1

I
Principles of | | Characteristic | [ Donunant Selection
formation directions criteria
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support
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Fig.1. Corporate strategies for the development of life insurance companies (developed by the author)

Characteristics of life insurancempa- fully corresponds to the general tendency
of the influence of foreign companies on

Some of them, such as the Grawe cornthe emerging markets of Eastern Europe
cern, were interested in Ukraine in thg10].
1990s. The first foreign company, which  Asian companies also began to show
legally started its activity in the Ukrainianinterest in Ukrainian market. For instance,

nies with foreign capitalrable 1

insurance market ili 9 9 1 ,

i s

CKsosr[e.a nT hiensur ance

compa

company started its entrepreneurial activitgctively interested in the market of life in-
t h e sbranseu Anzongcthee cdnpanipsawitly forfi A’ s -

as a broker of
sicurazioni

affiliateshave begun to acquire

the UkrainP J S C

ian market since 2004. Foreign companie® T AS 0 .
actively conquered the deestic insurance solidate its position on the market, entered

segment before the crisis of

200809.

After the crisis some big players leftworld-wide

Ukrainian insurance market, for examplei L1 MRA 0 ,

the Italian Assicurazioni Generali S.P.Aa n c e
Foreign capital in the Ukrainian life insur-ate its own network and business structure.
ance market has a European orjgimich
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Table 1- Characteristics of lifensurance companies with foreign capital (at the end of 2016 [10])

Name of the life insurance company

Country of origin of the

Name of the institution that owns

"MetLife"

founder shares of an insurance company
. . 4 American Life Insurance Company (99.9988%). International
A . N 270 12 - )
ALICO Ukraine, from 20.12.2013 - PJSC USA Technical and Advisory Services Limited (0.0006%). Borderland

Investments Limited (0.0006%)

Ulkrainian Joint Stock Insurance Company
ASKA-Life

Cyprus. Ukraine

Individual (ukr.) (44 3333%). SCM FINANCE LIMITED
(55.6667%)

Grazer Wechselseitige Versicherung Aktiengesellschaft

Insurance”

PJSC "GRAVE Ukraine Life Insurance Austria (99.9170%)
"General Life Insurance”. since 2013
renamed to PrAT SC "Classics of Life Netherlands GRAMBLE INVESTMENTS LTD (99.98005%)

Insurance company "KD Life"

British Virgin Islands

Franden Associates Ltd (95.9906%)

Insurance company "LEMMA-VITE"

United Kingdom

Space International Holding Limited (95.2381%)

Insurance company "PZU Ukraine Life
Insurance”

Poland

Powszechny Zaklad Ubezpieczen SA. (53.4723%)
Insurance company "PZU Ukraine Life Insurance " (46.5224%)

PISC «Renaissance of life»

Cyprus. United Kingdom

Renins Life Limited (73.7462%). European Bank for
Reconstruction and Development

Life LLC)

«Insurance Sweden SEB Tygg Liv Holding Aktibola
Life Ukraine company » (99.9994%)
PISC "TAS Insurance Company” Cyprus T.A.S. Overseas Investments Limited (99.9764%)
Tnsurance company "UNIQUE LIFE" Austria E;j[%;\s;t)emanonale Beteiligungs-Verwaltungs GmbH
«Jupiter Life Insurance Vienna Insurance Austr VIENNA INSURANCE GROUP AG Wiener Versicherung
Group» Austia Gruppe — 97.797%
Private Joint Stock Insurance Company . ‘ Sub;]dlaly gumprise RESO—INTER (97.99960,/5) Is a structure
"Life and pension” Russian Federation  |affiliated with RESAO-Garantia (Russia) based on the insurance
ife and p o
company «Hage:xHad JKH3HbY
Open Joint-Stock Company "Ingosstrakh” (Russian Federation) -
PISC "ASK" INGO Ukraine Life " Russian Federation  [40% of shares of the Joint-Stock Insurance Company INGO
Ukraine (50%). Insurance Company «IeroccTpax» (RF) — 40%
PJSC “ECCO” Insurance Company Austria Individual - 33.8174%
Aegon Life Ukraine (until 2011. Fortis
Life Insurance Ukraine. since 2011, Fid Netherlands AEGON UKRAINE HOLDING I B.V. - 99.3770%

SC "Oranta-Life"

Kazakhstan, Cyprus

Joint Stock Company "BTA Bank" (Republic of Kazakhstan) -
35.1723%: BACKWOOD HOLDINGS LIMITED (Cyprus) -
13.7390%: Geswood Holdings Limited (Cyprus) - 11.2842%

Global corporations tend to service

standardized business

in

Recalling the events of 208809, ex-

less costlgerts disagree about the prospects of for-

regions. Markets in Eastern Europe did natign investments ithe Ukrainian market
meet the expectations of business gtowof life insurance. So, the question is,

in the early 2000s [9]. Although, whether shareholders of such Ukrainian in-

companies with foreign capital state theurance companies as, for example, PJSC

significant potential for the developmentofi Al i ko Ukrained and AFort
life insurance in Ukraine due to the lowWk r ai ne o " wi || i nvest i n
rates of insurance penetration. Thereforef Ukraine's insurance busie after the

most insurance companies are focuseslhar es fall ofiAlGHe® i nsur e

more on theeorganization, rather than thebalance its functioning 85 billion dollars
curtailment of their business. However, théhe American government were involved,

events of 2014 forced the foreignand the Belgian Fortis group received 11.2
companies to revise their strategyillion Euros from the government &fel-
dramatically. gium, Luxembourg and the Netherlands.
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However, most of specialists are inclinedompanies seek growth opportunities
to believe that the existing economic diffi-through the purchase of additional assets or
culties in Ukraine will not force companiestry to strengthen their position by purchas-
with foreign capital to exit Ukrainian mar-ing companiescompetitors and capturing
ket, since in the structure of business dheir market share;

world insurers, Ukrainian subsidiaries- creating a sustainable advantage
make up tenths of a percent. Therefore, fahrough diversification to ensure greater
companies with multibilliordollar capital- risks control (price, currency, etc.), using
ization losses of the few years are not cribf experience in other areas that are not
ical. A key posit i canailabléto ¢oimpetitdrspredacingthwei ns ur
presence in the Ukrainian market is théo enter this market, maintaining the stabil-
prospect of the Ukrainian lifénsurance ity and market capacity;

market. Large players in the insurance mar- investment§ use of free funds, partic-
ket develop further, as the Ukrainian insuripation in profitable business, purchase of
ance market is attractive for its developunderestimated assets;

ment strategy. o - implementation of managerial skills
Even now (taking crisis into account)[14].
the level of coverage of potentialiats Consequently, it is very importafor

with insurance, especially with regard tqhe Ukrainian insurance sector to achieve a
insurance of |nd|V|dua|S, is still low andcontro”ed balance of the presence of na-
lags even behind the level of potential conional and foreigrinsurance companies in
sumersincome [9]. the Ukrainian market.

Thus, the domestic life insurance mar- In accordance with the experience of
ket is objectively interested for foreign in-Central and Eastern Europe, the presence
vestors. In partlculalthls interest will rise of foreign insurers ahe initial Stage of ex-
with the increase of stability and developpansion leads to positive effects, lwiten
ment of the economy. In this case, the Cofeaching a certain threshold of market sat-
porate life insurance sector is particularlyration, it no longer gives the

promising. According to world experience primary effect and only promote interests
70-80% of foreign companies of the develof the countries of capitals origin. How-
oped countries haveocial packages thatever, advantages and disadvargagpf the
are mostly supported by life insurancexpansion of foreign companies into the
CompanieS. It should be mentioned that iwkrainian life insurance market are ac-
Ukraine such packages have less than 1figely discussed by the scientists and ex-
of enterprises. Therefore, the Ukrainiamperts (tabl. 2).
corporate life insurance market is poten- Expansion of foreign capital in the
tially attractive both for forgjn and domes- ykrainian life insurance market has not led
tic investors. The main methods to mitigatp a significant advantagesdbenefits yet,
the negative impact of economic instabilityjespite functioning of world famous insur-
on the foreign compamrt diSafl, thé priced dicifsgancd I e
mergers and acquisitions. roducts were not reduced; there is no sig-
The main objectives for mergers anghificant increase of payments or the inno-
acquisitions with the participation of fOf-Vati\/e techno]ogies de\/e|0pment

eign capitabre: _ Most subsidiaries of foreign insurers,
- gccess.to fore|gn .markets (is more efwith the exception of several powerful
fective during the crisis); players in the market, demonstrate rates of

- improvement of competitive positions
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development that are broadly comparable

to those of national companies.

Table 2- Advantagesanddiadvant ages of the foreign
market of Ukraine (developed by the author [2; 7])
Advantages Disadvantages
— accumulation of foreign | - disposal of a large part of
investment for the | financial flows for foreign
development of a | reinsurance;
comprehensive national | — the transition to international
msurance infrastructure: financial markets a significant share
- use of foreign advanced | of domestic investinent resources

msurance technologies:

— 1mprovement of the quality
of  services for msured
persons:

— for consumers, the foreign
mvestor is able to embroider
line insurance and reduce the
cost of insurance products;

- mtroduction of advanced
development strategies,
effective risk management and
investiment management;

— increasing the level of
competition in the insurance
market, which will ecrowd out
small companies and affect the
growth of capitalization of
INSurers;

- increasing requirements for
the capitalization of insurers,
which contributes to
increasing the stability and
competitiveness of insurance

accumulated through insurance:
— the reduction of the degree of

national control over Insurance
reserves and investment funds.
which will negatively affect the

level of economic security:
— high sensitivity to fluctuations in
the world financial market, as well

as to international financial
speculative operations;
— — preferred mterests of the

country of origin of capital over the
interests of the domestic business
market:

— the successful activities of
foreign insurance companies can be
the cause of bankruptcy and the
termination of the activity of home-
grown insurers when foreign large
insurance companies or
corporations with experience and
mmnovative technologies absorb or
displace the less developed national

compani es(

companies: ones;
— strengthening the role of the | —  price dumping on the part of
msurance system in  the | foreien SC. to which the national
process of allocating | market is not ready.
mvestment resources.
Thus, certain technological  Atthe same time, several disadvantages

improvements have taken place.
exampl e, JSC

Ukraineo was the

automation and improve

Foof the activities of insurers with foreign

i For tdpiwl cah bd moticed. rFissu of alh the

f icamsglication naf uimsarancee operations a n y
in Ukraine that launched in 2011 a websupervision, the outflow of funds abroizd
project to maximize its business processaxbservedas there is an overriding érest

customelof the country of capital origin over the

services, simplify the process of issuingnterests of domestic market entities.
contracts and raise the level of operationdhcrease of foreign capital in the national
life insurance market becomes the threat to

activity of the company.
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the national security of the developmeninarket takes lpce in accordance with the
and protection of the insurance systenhrands: the client chooses not only the
also ensuring economic stability andnsurance service by type and price, but
maintaining the competitive advantages odlso the insurance company for its
domestic insurers is of great importancepopularity, existing time and the absence of
Taking into accounthepotential of foreign loud negative information about the
insurance companies in comparison witkompany.

domestic ones, it can be stated that Conclusions The situgion on the
insurance taffs in general will decrease, insurance market is quite complicated,
which, however, can lead to increased priogithin the period from 2011 to 2016 the
competition on the insurance markeinsurance market lost more than 19
between foreign and domestic insuranceompanies, the structure of their capital has

companies. This tendency chave nega- been changed; the interest to the insurance

tive impact oninsurance reliability for development as a business in Ukraine
customers. amang foreign investors has fallen, the
Thus, the conse@mces of increasing insignificant growth of individual market
the inflow of foreign capital into the indicators is only because of hryvnia
Ukrainian life insurance market aredevaluation. The market is characterized
ambiguous. On the one hand, foreigiy secalled structural competition, which

capital will bring new opportunities bothtakes place due to a decrease of participants

for insurers and insured persons. But on thend unsasfactory quality of their capital.
other hand, globalization processesdan The Ukrainian insurance sector is
financial and economic instability will lead greatly influenced by foreign capital and in
to a further decrease in number othe future its impact will be strengthened.
insurance companies. Small insurancé&/e camot stop globalization but thersre
companies, especially those iafn are many policiesactivatedto improve it, for
focused on serving the interests of severaistance,to develop new approaches to
corporate clients, will be forced toregulating the national insurance market,
withdraw from the market, or to look forforming of effective corporate life
ways to survive by changing corporaténsurance market strategies.
development strategies. In addition,

structural competition in the insurance
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In the article, the authors carried out a critical analysis of existing methods for
assessing competitiveness, identified the advantagedisadivantages of these methods
and proposed a functional approach for the process of assessing this markeCadex.
petitiveness appears only under competitive conditions and as a result of competition.
Competitiveness of the enterprise in countries with market economy is a result of plexus
factors generated by the objective development of productive forces that oetcome
of large monopolies policy in the struggle for quality, sales markets and getting profits.
In the current conditions of the development of the Ukrainian economy, there is an urgent
need to improve the marketing system in domestic industtiedeises and the existing
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tools for the formation of their competitive advantages in both domestic and foreign mar-
kets. Every year, Ukraine is increasingly integrated into world economic processes and
becomes their direct participant. Transport plays atigalarly significant role in these
processes.

Keywords operating performance competitiveness, competition, global economy,
strategic management, product policy.
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Countries with transformation econeontinually in terms of supply and demand,
omy, a number of which include Ukrainesost of material resources, and to reduce
are more vulnerable under conditions @foduction costs, to improve the quality of
global economic crisis. Such vulnerabilitproducts and services sold in the market
is largely reflected not only on the interna@nd to enhance their competitiveness. In
economy level of the country, but on thgeneral, a main task and the main fimtt
level of its competitiveness in the overalbf the competition is to capture a market, to
global ranking. Besides, unstable politiclleat competitors in a struggle for consum-
situation in Ukraine makes the process efs and to provide stable income.
economic recession more complicate and Competitiveness appears only under
extended. In Ukraine the risk level highlgompetitive conditions and as a results of
increases for local economic units in thebompetition. Competitiveness of the enter-
economic agvities and market and controprise in caintries with market economy is a
decisionmaking therefore they exit the loresult of plexus factors generated by the ob-
cal market or cover international marketsjective development of productive forces

Modern competition is an essential athat reflect results of large monopolies pol-
tribute of the global economy and a form ady in the struggle for quality, sales markets
market processes; it is characterized byaad earning profits.
nonprecedent cale, dynamism and exi  Concepts of comparative st [1],
gencies and this requires a thorough sticomparative advantages (Eli Heckscher,
of the market from the position of eacBertil Ohlin), a comparison of competitive
manufacturer to form good knowledcadvantages, factors of management and
about the economics of a product mark productivity of resources usage [2], a com-
As follows, competitiveness is one of thpetitive status of a firm [4] are used for
key strategic indexes of evatian and characteristics of the competitiveness.
management efficiency of modern ente  Analysis of the many definitions of the
prise functioning. It determines viability ocategory "competitiveness" allowed for the
the enterprise and results of its producti classification of this concept by the follow-
and sales activity in terms of the marking characteristics (table 1).
competition. A competition compels enter-
prises of all ownership to monitor @hges

Table 1.Classification of Competitiveness
Characteristis Competitiveness types
1 2
1. Territorial and geographical spher| International
Intranational
Regional
2. Level of competitive objects Industry branch (complex of industry branches
Enterprise
Product
3. Fixing in time On the determined date in past
Current
Expected
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Competitiveness level depends on theors, substitute products, buyers of prod-
interaction of five competitive forces: raw ucts and a specific of the industry branch
material suppliers, new potential competi-(fig. 1).

New potential
competitors

Raw material Competition between Buyers
suppliers sellers in a certain in- of products
dustry branch

Substitute

Fig. 1. Porter 06s cdmpetitive forees[B8lor s model of the

Five factors model of the competitiv®esides, this indicator is the threshofdao
forces facilitates the identification of theompetitiveness and it is impractical to pass
strengths and weakness of the enterprisettasugh it if a firm really goes out on the
well as the analysis of spheres where stragptential market or has already gone out on
gic changes will have the great positive this market in order to meet the existing
effect. It also allows for the identification oheeds and sale of goods to ensure the prof-
spheres where industry branch trends hatadbility and effectiveness of thproduc-
the greatest impact on potential opporturtien. Thus, the limit price level can be taken
ties of the company or on threats. as a zero value of competitiveness and this

Competitiveness is the primary indicandicator can serve as a standard to compare
tor by importance in modern conditions due prices of the analyzed machine and its
to the necessity of the choice of a manufaelated technical characteristics.
tured product that conforms to the existing Therefore, we can conclude, thatth
needs of potential users in the best possiplessibility of a new functional approach to
way. Competitiveness is also the optim#ie determination of a competitiveness
correlation between the price and the qudével appears by the ratio of a limit price to
ity of the analyzed products. Besides, thettee equipment sales price-1®]. Analyti-
is no better indicator for characteristics a@flly it can be written as follows:
the manufactured product of industrial pur- R, (@
pose than the limit price according to con- &= >
clusions obtained on the basis of the per- where R, i the sales price levedf the
formed research. Limit price is the best ifasearched equipment.
dicator due to the determination of a maxi- \yriting down the equation for the limit
mum price level that covers all equipmeRfice we obtain the following (1):
properties and operational characteristics
when its calculation and analysis proceeds.
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P GF[Fs(Ap. B Die Dl s Qo Specific needs. Therefore, such correlation
FIF(Apr A DiarnD)l QpLema. IS @ COrrection adjustment factor of compar-
P, ison bases. Indicators of machine reliability
(2) have true values ir_ﬂ‘er)t to each of th_em
P, GFJF,(AurebesDyD. ) . Q a_nd they can be objec_t|vely evaluated in the
= ¢ RS Wt w3 WP L gjven formula. Speaking about true values
R FlFs(Apse A DDl Qg of the purpose indicators of a machimea-
(3) logue and investigated equipment, they are
Formula (3) can be converted into fo,compared Whe'n substitution into a multipli-
mula (4) because multiplicative form is thgative expression. _ _
most accurate way of expression of any However, there is no precise grouping
kind functionaldependencies of including®f technical and economic indicators of
dependence of sales price from the ma¥npetitiveness in such methodology and
and dependence of the mass from furlfis complicates the process of calculation,

tional and classification indicators of pur@nalysis of results and detection of the \
pose: product @dAnarrow pl aceo.

A B 70 A Ao\ X is a necesty to present formula (4) in the
PG Qs @7 0.D")" @,,, following way:

A A A2 A A2\ X A N v v .
Ps.r.O(I QS; ®¢ OGDA ) @J x.@przd4..) 5 _[ KI QKI @flo(DHZn)X @J " ] epg
L Ae AVLA MDYV €y U
Formula (4) provides a complete picture S Qg,l CWO..GDA ) @J xprod. éR.
of the state of technical and economic level || _|
of the invesgational product and machine
analogue and also permits to determine dif- (5)
ferences between these comparable prod-
ucts, and reflects a comparison of their use s . e P.

values. A complex indicator of competi-

tiveness (K) obtained in this method models T hereby, exp_ression st brackets de-_
machine selectionni the quantitative eX_scrlbesthe technical aspect of a product in

pression. formula (5): ) kg

This effect is achieved by replacing the sy @K, @ 0.@)" @,
limit price of an analogous operationalyp == SN
productivity (Q x p). @n the indicator of KM QK; q)qu-CDA) @J X.gp prod.

analogous operational productivityg(;)
summed up to purpose indicators of the in-

vestigated machine (Q . o+ dra .other

words, both units of equipment are summ
up to one class of consumers and this is ver
important for the industrial products, b
cause consumers would have incur ad
tional costs they are not interested in, in t
market segment wherthe defined equip-
ment class dominates in case of the-n
correspondence of indicators to the level

The complex indicator of competitive-
ness determined in suelay allows to iden-
and to analyze one of the main prob-
s by technical parameters. This problem
“onsists in the determination of existing
Foblem satisfaction degree by analyzed
fuipment in comparison with machiae-
alogue by precise technical parders. The
ozélfcuracy of technical characteristics of ma-
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chinery products increases when calcul@onclusions There is an acute need in the
tions follow formula (6) due to more commarketing system to improve the national
plete and thorough analysis of equipmerdustrial enterprises and existing tools of
Accurate parameters are most significafirmation of their competitive advantages
and important when making a purchase da-internal and foreign markets in the mod-
cision. Such process occurs duetothepesr n condi ti ons of Ukr aine
sibility to refuse experts for technical parelopment. From gar to year Ukraine in-
rameters evaluation of the researched pradeasingly integrates into global economic
ucts of an industrial purpose in the calculprocesses and becomes their direct partici-
tion process. This also increases accurgmgnt. Transport in general and especially
of calculations because the error resuligiation transport plays a vital role in these
from differences in views of differenpr ocesses. fAOpen skyo poli
groups of professionals and the averagigns of the af@mentioned trends, creates
value determination of their estimates leadsw opportunities and threats for the na-
to generalization and enlargement of calctienal aircompanies development.
lations. Therefore, we obtain simpler and Modern scientific approaches aimed at
faster analysis because of saving time operational efficiency improvement and in-
parametes ranking and search for compedustry formation were identified as a result
tent experts. of performed investigations.rfequation of
Besides, there is a strictly functioningquipment operation, which determines an
mechanism of parameters list formatiohpurly operational performance taking into
which has a significant impact on purchaaccount indicators of its reliability is the
ing decisions when using certain methodsost efficient in terms of technical side of
of analysis of product consumer propertiethe research for the evaluation of the quality
Suchsituation occurs due to the automataf certain machine aation in certain con-
selection process in formula (6), which irditions and for the formation of the priori-
cludes only such machine characteristidges for further improvement.
the numerical values of which directly af- The way of designing studies for ana-
fect the value of operational performanchsing the product limit price is the most ef-
Potential consumer seeks to maximize tfective in the modern science as for the eco-
operatimal performance because there ®mic concept of researched products
the direct proportional dependence betwesranufactured by the machine producer.
this value and a predictable income. This indicator not only displays price and
This justification is actual because proaost characteristics of the machine, but also
ucts of an industrial purpose, purchased faveals the appointments indicators impact
profit from its further use, were analyzed ion limit price level.
this caseBesides, all indicators of purpose, The possibility of fomation of the func-
which characterize consumer capabiliti¢®nal approach for the determination of the
necessary to achieve the mentioned aic@mpetitiveness level of products for indus-
are included into analyzed parameters. Dieial purposes was identified on the basis of
termination of the significance of each puthese two directions. A limit price value
pose indicator is originally programmed itakes as a basic (zero) value of this indicator
the equatia and is expressed as degrees bgrthe limitprice ratio to the sales price tak-
flecting multiplicative dependenceing into account economic and normative
indicators.
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COMPETITION IN THE SYSTEM OF ENSURING INVESTMENT SECURITY

KONKURENCJA W SYSTEMIE ZAPEWNIENIA BEZP|I ECZES ST WA
INWESTYC YINEGO

sf{1svtitr1ArRc 1 wrRuvfo[ J[1r8Y[Y[1RC R1I[rBURAH
Jr1{1 oy [HUR

Abstracts

The article investigates the problem of competitive environfoentation in Ukraine,
analyzes the dynamics of the level of competition in the economy as a whole and sepa-
rately by industry. Also, a comparative analysis of the level of competition in commodity
markets with the dynamics of investment expenditures ofdassentities was made. On
the basis of this analysis it was concluded that the first is related to the changes in the
second. It is proved that the nature of the problems that limit the development of the com-
petitive environment lies in the plane of thstitutional imperfection of the competition
protection system, which is carried out by the Antimonopoly Committee of Ukraine.
Keywords:competition, level of competition, investment, security, state regulation, anti-
monopoly committee.

Streszczenie

W artykule zbadano problem ksztagtowani a si

przeanali zowana dynamika poziomu konkurency]j
szczeg-lnych branUach. Dokonano takUe anali
negonarynkat t owarowych z dynami kN wydatk-w inwe
darczych. Na podstawie tej analizy stwierd:z
zmi an w dynamice. Udowodni ono, Ue charakter
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konkurencyjny, wynika z niedask a § 0 S c i i nstytucjonal nej S )
bAndNcej w gesti.i Komitetu Antymonopol oweg
Sgowa kkwvwokewenc| a, poziom konkurencji, [
cja paGtwa, komitet antymonopol owy.

¢ dedetsls Oy dw

I flAdOmihdkslste] dz0 f§tetse dzj GO MlsOdatse dzj dzd ™ €
fes0dzOdzdL Jietso OO HJZOBIC O ktetso dv Ctd e C
fts ShteOmdYd. vOCY] BN d& Bhkh jflse dj d MEOs dz
2O lstoOtedy R tof dz¢ OF ) dedd BO BEOHT s Hsdwe j Myl
ALY dMmlsose Oded v , ZO shdss | (Sltstttes BN d f
slsdgsmdlsj dz dats dL d3j dzgj 2?2 oltstsets. [ S OL Odts
sctOddyudo Ol ©OLodlsd] CtsdzC k2 toj dzls dzts 2 fte
ddzimisd sz yd tsdzO dzt glztizfg s o @z M ) [ je o3 LOMNdIsr € s5dat
sfzh jmlsodv jlsmvw ¢dsdBsdsy sd & & SsBdlsjstd
sdzs yior jStdeSeE®] dzydwy, Ekttsejdz Ctdllktjdydd
ctsMkzHOEmise j dgdetsj toj czdzdtetso Odzd j, Odzlsd Btsdasy &

Statement of the problem in general outiey are the main toslfor structural mod-
look and its connection with important sciernization of the economy, ensuring stable
entific and practical task&Jkraine is cur- positive economic dynamics and effective
rently in an active stage of reform, whicmvolvement in the world division of labor,
aims to create a perfect and dynamic modaeld so on. Therefore, the main, but not the
of economic development, in the short teramly, means of increasing investment activ-
leading to a radical renewal of the technity is to ensure theuhctioning of the do-
logical structure and a significant increaseestic market with an adequate institu-
in the level of social stalards. The experi-tional environment for the development of
ence of many countries shows that one a@dmpetition and freedom of entrepreneur-
the most important factors for solving theship.
problems is the effective competition be- Analysis of latest research where the so-
tween companies that promotes the welfdution of the problem was initiated large
of the population and stimulates innovationumber of scientific workef domestic and
Development of domesticrgduction, di- foreign scientists, such as V. Bazylevych,
versification of its structure, introduction 0D. Denisov, A. lhnatyuk, O. Kilievich, O.
innovative approaches in the organizationébstusev, V. Lagutin, M. Porter, G. Filyuk,
and technological spheres can be achiew&dshershnev and others, are devoted to the
thanks to the entrepreneurial initiative urstudy of the problems of the development
der the assistance of the state authoritf.competition in Ukrain@nd its impact on
This will form the bas of the competitive- economic development. Most of the scien-
ness of national products in the world matific works relate to the formation of a pol-
ket. Thus, the steady increase of investy in the sphere of competition protection.
ments in the economy and providing favoHowever, it should be noted that such pol-
able investment climate are the issues of fiog is not static, it should reflect the tenden-
strategic importance for Ukraine. After algies of developmentfahe domestic and

world economy. It is impossible to ensure
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further economic development through tHaancial and labor resources. [Z. Varnalij
increase of investment, without availabilit015, p. 13]
of appropriate institutional environment in On the way of market reforms in
the sphere of competition protection, whetgkraine, the state management monopoly
the Antimonopoly Comiittee of Ukraine was destroyed. As a result, a variefyor-
plays a major role as an independent authganizational and legal types of enterprises
ity. based on various forms of ownership were

Aims of paper The solution of theestablished. Privatization played the main
above problems is seen in creating the caple in the process of formation of new
ditions for further development of the informs of economic activity. Thanks to pri-
vestment potential of the national econonwatization, the entry to the market by new
in terms of increasing the lelyof competi- business entities in the commodity markets
tiveness in commodity markets. A prereda 19942000, the formation and, to a cer-
uisite for achieving this goal is to improvéain extent, the development of a competi-
the institution of ensuring competition prative environment in the Ukrainian economy
tection. took place. At the same time, the possibili-

Exposition of main material of researcties of structural demonopolization were at
with complete substantiation of obtainetthe end of row. However, competition is
scientific results Analyss of the level of even more important than privatization in
competition becomes especially importanase of formation of civilized market rela-
for the study of institutionalization featureSons. The first one must precede and pro-
of the investment security system. It ide conditions for the second one. As
worth noting that competition is a part@af noted by W. Eucken, "the competitive order
market economy that provides interactida a precadition that private ownership of
of supply and deman@nd, in the case ofmeans of production does not lead to eco-
an adequate market reaction, balances tlwenic and social problems. Private prop-
market prices. In the system of marketty needs control from the side of compe-
economy, fair competition has a key placttion "[W. Eucken 1955, p. 359]. In the op-
because the free competition of entrepnessite case, privatization preserves monop-
neurs, who aim to gain advantages over otilistic structurs, which will block the de-
ers through their own achievemis (as velopment of competitive market in the fu-
noted, in particular, in the textbook [Hture.
Grontkovska 2008]) provides an efficient In general, the study of Ukraine's invest-
allocation of limited resources and the cresent security and factors affecting its
ation and introduction of new goods, segrowth, among the indicators used for its
vices, technologies, and promotion of sassessment in accordance with the Method-
entific and technological progress. Ordy ology- 2013 [Methode 2013], there is an
high level of competition in the market caimdicator that reflects the level of develop-
ensure the increase of quality and rangeroént of the competitive environment in the
products and services, decrease of priceational economy (hereinaftethe level of
introduction of scientific and technicatompetition): "The share of output sold in
achievements and innovations, transfer the competitive domestic markets, percent
capital to the most productive sect@nsd of total productio (as of the beginning of
fields, crowding out of the market of ineffithe year)". Thus, there is a direct link be-
cient economic agents and rational use tofeen the level of investment security and

the level of competition; the greater the
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level of competition, and therefore thef goods are sold on markets with a com-
number of operating enterprises, the greapatitive structure. The comparatively favor-
the amount of ingstment expended byable structural conditions are characteristric
them, which in turn leads to the increase fufr the agreindustrial sector, where 59.1%
investment security level. of goods (works, services) are sold in mar-
In Ukraine, the Antimonopoly Commit-kets with a competitive sicture. At the
tee of Ukraine (AMCU), which is the statsame time, the competitive environment in
control and supervisory authority, monitorthe transport and communications sector
the level of competition in commodity marean be assessed as ineffective: 14.4% of the
kets and enforcement of competition legi¢etal volume of goods (works, services) is
lation in business activities. However, commealized in markets with a competitive
petition policy is the responsibility not onlystructure [V. Krykunova2014, 60].
of the profile department, but of all three Examples of oligopolistic commodity
branches of government as well. markets at the national level are the markets
If the theoretical aspect of the peculianf mobile services, coke, peat, motor gaso-
ities of the competitive environment ardine, beer, tobacco products, and cement.
disclosed within the classification of typeBut at the regional level, markets for pro-
of market structure such as monopoly, oliessing agricultural products has mostly ol-
gopoly, monopolistic and perfect competigopoly structure as well.
tion, then in practice AMCU uses the fol- Monopoly in the form it functions in
lowing methods for assessing the structukdkraine is one of the most destructive fac-
preconditions bcompetition: 1) the deter-tors hindering the processes of strengthen-
mination of aggregate shares of enterprisag and building up domestic markets. It
operating in a particular market, in the totpfevents entering the market of by new
volume of sold products; 2) comparison dfusiness entities, increasesonsumer
the number of markets with different struspending and preserves the innovation and
tural preconditions in the total number ofvestment activities of enterprises. The
markets inUkraine. most negative phenomenon is the monop-
The conditions of competition in vari-oly in the raw materials industries (agricul-
ous sectors of the economy depend esstme, mining of ferrous metal ores, energy
tially on the peculiarities of the technicalesources). Excessive profit of thewana-
and economic functioning of economic faderials industry is a kind of additional tax on
tors, that is, the scale of activity, the negatoduction of advanced technology prod-
for special knowledge, equipment, teohn ucts, which automatically makes its produc-
ogy, financial resources, the existence of l@n too costly. That is why, in the global
gal barriers, etc. According to the results obmpetitiveness rating, the effectiveness of
the relevant surveys, markets with a corfe antitrust policy of Ukraine isstimated
petitive structure include the markets farery low, in particular, in 2016 136 rank
crop and livestock agriculture productiorgut of 138 countriesTlhe Global Competi-
textile products, clothing, footweapub- tiveness Report 2018017, p. 35e857].
lishing and printing, construction, services In domestic antmonopoly legislation
in most types of financial activities, in thenonopoly markets and markets with struc-
field of freight transport, advertising, irtural features of individual dominance are
wholesale trade and in dealership in trad#istinguished. Thus, markets with structural
Thus, the best structural preconditions féeatures of individual dominance are wide-
competition persist in tradevhere 75.4% spread in the mining industry, in particular

Dr hab. Zakharij Varnalij
PhD Dmytro Nikytenko
Opublikowany: 201712-30
DOI: 10.5604/01.3001.0010.7622
Wydanie: International Journal of New Economics and Social ScieP@#g; 2 (6): 4456

47


https://ijoness.com/resources/html/article/details?id=158300

International Journal of New Economics and Social Sciences2(6)2017

subsectors of mechanical engineeringy 20002005. It is also noted that "in the
chemical industry, waste management antdern information economy of the mos
water transport. The high level of marketeveloped countries of the world, according
concelration on them is predominantlyo experts, more than 80% of the total vol-
caused by entry barriers in the form of higime of goods, works and services is created
capital intensity, long payback periods df the conditions of significant competition,
investments, dependence on limited or exAd in the lack of competitionno more
ternal sources of raw materials, infrastruthan 2%" [Competition in Ukraine, g].
ture. The deconcentration of enterprises, at During the 2000s, the share of competi-
the sare time, as a rule, is either impossiblé&ze markets was steadily increasing, and
from a technological point of view or unjusthe share of markets with signs of individ-
tified - from an economic one. At the samgal dominance and monopotydeclined.
time, a significant number of national mafFhis positive trend was interrupted by the
kets with structural features of individuaglobal financial crisis of 2008 and since
domination has the significant impact oR009 i has changed to the opposite (Table
foreign competition. 1, Figure 1). At the same time, if in 2009
The current position of economic conthe reduction of the share of competitive
petition, as well as the position in the eariparkets was due to the expansion of oligop-
2000s, correspond to the "structure of tldistic markets, in which competition under
economy of the industrialized countries afertain conditions is possible, then since
the midtwentieth century" [Competition in2010, a gradual growth of market shares
Ukraine, p. 4]. This is ho the ratio of com- with signs of individual dominance or mo-
petitive and monopoly sectors was deepolized markets in which competition
scribed in the Analytical Report on théas been practically eliminated.
state, trends and problems of the develop-
ment of economic competition in Ukraine

Table 1. Structural preconditions of competition in the economy of Ukraine in
20012016

The share of enterprises operating in the market of a certain type

in the total volume of production (sales) in% to the beginning of the y|

Type of mar-
kets (8 |2 |88 |5(8|8|3 |2 |93 |33 |3
o o o o o o o o o o o o o o
N N N N N N N N N N N N N N

Competitive
structure 53,9 54,3 55,4 59,59 53,1 56,7 54,3 48,3 49,8 49,2 45,7 47,542,743 ,4

Oligopolistic

structure 11,615,313, 9,614,412016,612,5915,417,716,915,416,7 13,6
Features of ir
dividual domi-
nation 22,719,9 22,1 23,6 25,8 25,6 22,6 30,7 27,6 25,9 29,9 25,4 30,8 43
Monopolistic
structure 11,8105 89 7,3 6,7 57 6,5 85 7,2 7,2 75118 9,8
Sourceaut hor 6 s r e Repartlfithe AntimohopdayiCemmittder 2012...2016 yea}s
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Figure 1. The trends of the indicators
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According to the Antimonopoly Com-n domestic markets, were observed in the
mittee of Uk r ad016e¢hé matiodah ecanomy.nin p2ricOld, there was
share of products sold in markets where ttiee aggregate demand deterioration due to
structural preconditions for competitiothe combination of causes: the contrawti
were completely absent was ab@éb (Ta- of the markets, the devaluation of hryvnia
ble 2). However, the exceptions were imhich led to the inflation, the deterioration
2010 (8.5%) and 2012015 (respectivelyof the financial result of enterprises and,
11.8% and 9.8%), the causes of which werensequently, the growth of arrears of
the global financial crisis and events in theages. At the same time, there was a de
East of Ukraine in 2014.However, the exrease in goods supply, a reduction in in-
ceptions were in 2010 (8.5%) and 20414dustrial production, a decrease in invest-
2015 (respectively 11.8% and 9.8%), whicment and imports.
is consistent with the effects of economic The analysis of dynamics of capital in-
crisis caused by the financial crisis and seestments of large, medium and small en-
quence of events in the East of Ukrainerprises, provide in Table. 2, and the level
since 2014. of competition indicator, given in Fig. 1.,

As a rule, the small and middle enteshows that there is a robustationship be-
prises that create the basis of compmtititween them. Therefore, for example, the
experience repercussions of financial crigigowth of the level of competition indicator
(20082009) in the form of reducing then 2011 to 49.8% (by 1.5 percentage points
volume of production much more then largaore than in 2010) could be the result of a
enterprises, especially monopolists. Thefaster growth of capital investments (2
were difficult conditions of functioning oftimes) in small and medium tmprises
the competitive environment in Ukraime (SMEs) compared to large enterprises.
2014. A number of factors, which adversely However, already in 2012, the growth
affected the preconditions for competitioaf capital investments in large enterprises
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by 48% (+37 billion UAH) compared tomaking on expanded reproduction by the

2011 and the reduction of total capital in-nvest ment 6s subjects.

vestments of SMEs by 0.4 billion. UAH ledf there were no hot phase of conflict and
to a leduction of the indicator to 49.2%, anHdostilities in eastern Ukraine, then there
in 2013- to 45.7%. would be no pessimistic, even hopeless ex-

Reduction of capital investments gbectations of the investors. According to
SMEs in 2014 by 21.Billion. UAH com- uncetainty about prospects for resolving
pared with a reduction of 16i8llion UAH the conflict, investors were forced to make
in large enterprises also influenced ttaedecision on limiting or stopping capital in-
growing proportion of the monopoly marvestment, because capital investment is the
kets in 2014, although the level of competlincome expected to be earned in the future.
tion increased to 47.5% (+1.8 pp). This inAvestors as a rational entity are unlikéb
consistency in the relationship between tvilovest in the economy of the country where
variables can be explained by the fact that military action takes place and there are
the events of the second half of 2014 haeluded prospects for the expectation of in-
made significant adjustments in decisiogome.

Table 2. Capital investments of enterprises

Addition to capital investment
Capital investment. million. UAH
. middle small among them
Total large enterprises . . . s
= entelpu:es emerpnses ]lllCTOEI]tell)leS
among them
2
q 0 p
- 502 & <2
B 3 & | 2E
Total Eé E ‘ué = '3 abs. % abs % abs. % abs. % abs. %
] 2 3 £3
) 5 3 £
ES = £ =
= g a E
2010] 130764.6] 59141.7| 50433.5| 21189.4 6511.4
2011] 193024.4) 77953.9] 80750.1| 34320.4 7402 62259.8| 48%| 18812.2] 32%| 30316.6| 60%, 13131] 62% 890.6] 14%
2012 229487.2) 114813] 77860 36814.2] 12092.2| 36462.8| 19%| 36859.1 47%)| -2890.1] -4%| 2493.8] 7%| 4690.2 63%
2013 216986.9| 104094.8| 74125| 38767.1 9284.2| -12500.3| -5%]| -10718.2] -9% -3735] -5%) 1952.9[ 5%, -2808| -23%
2014 178384.9| 87240 63211.1| 27933.8| 8681.5] -38602|-18%)| -16854.8| -16%)| -10913.9| -15%] -10833.3| -28%| -602.7]  -6%
2015] 213478.1) 99170.8] 78400.8| 35906.5 9767.8] 35093.2| 20%| 11930.8] 14%| 15189.7| 24%| 7972.7] 29% 1086.3] 13%

Source: author’s remarks on basis [Activities of subjects of large, medium, small and microenterprises, p. 142-144]

Suchinvestors are the majority of rep2014, which may indicate both theturn of
resentatives of SMEs, which, based on theiust to state institutions and the localization
peculiarities of functioning, are relativelyf the conflict, and the impact of the price
more mobile and free to make radical dedactor caused by devaluation of hryvnia,
sions, based on the current economic antlich led to inflation (the highest in the pe-
political situation. As a result, in 2015, théod of more than 15 years). The dynamics
leve of competition in commodity marketf capital investment inSMEs again
fell to the historic minimum in the last 1%oughly doubled their dynamics in large en-
years- 42.7%. terprises (+23 billion UAH versus +12 bil-

However, according to statistical datton UAH). According to the time lag be-
for 2015, capital investments in enterpriséseen the changes in investment costs and
of all sizes has begun to increase since
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the level of competition in commodity maithe total volume of sales, while the 200
kets, the growth of capital investmerits largest ones72.8%), while the decrease of
2015 has led to increasing the indicator concentration levels was observed from
2016 to 43.4%. 2007 to 2009. The analysis of trends in the
Concerning the level of competition i aggregate concentration level in Ukrainian
the branches of the national economy, thindustry showed that at the beginning of
structural preconditions of competitio2014 oligopoly and monopoly markets in
show significant differences (Fig. 2). Tradthe domestic industry had all signs of in-
tionally, the markets ofgriculture and the crease.
trade sector are highly competitive, andt  Among the problems that have a nega-
structure of commodity markets of fuel, eitive impact on the competition develop-
ergy, mining and metallurgical complexement, the most acute at the moment, in our
and the transport and communication stopinion, are: unequal conditions of compe-
tor, concentrated on the main markets tition due to the influence of administrative
natural monopolies, remairiset most unfa- factors; distortiorof competition due to the
vorable factors for competition. development of the shadow economy; un-
The aggregate concentration level in t fair competition; institutional restriction of
Ukrainian industry in 2014 was quite higcompetition
(10 largest enterprises provided 28.2% of

Figure 2. The shares of markets with different structural preconditions for
competition in the sectors of economy at the beginning of 2015, as a percentage
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Inequality of competition conditions isto improving the quality of products and re-
one of the most serious negatifactors in ducing its cost to tenderers.
the development of entrepreneurship Increasing efficiency in commodity
Ukraine. Together with other factors, suimarkets is the priority for the government,
as corruption, instability of legislation anbecause without this, any expansion of ca-
political instability, unequal competitiorpacity or volumes of domestic marketdlwi
conditions are noted as a serious or very be accompanied by a symmetrical expan-
rious barrier to doing buséiss. It is con-sion of existing problems and obstacles,
nected with the unequal taxation regimrwhich will reduce the positive effect of any
subsidies and privileges of the state or loistate policy. In addition, the strengthening
authorities, privileged access to land ploand development of domestic markets
infrastructure, etc. As a result, inefficieishould necessarily be accompanied by a set
businesses are thriving, and their more p of meaures to support the domestic pro-
ductive competitordave difficulties. Con- ducers, because without such support the
trary to the logic of a market economy, thedeficit of goods as a result of the domestic
are not able to squeeze out or absorb Idemand growth will be covered by im-
effective rivals ported products that in the end will intensify

The greatest unequal conditions of coithe pressure on the balance of the country
petition business reveals in the field of pupayments.
lic procurement. Public procurement is  Also, inequality of competition condi-
sweet spot for business: a guaranteed ¢tions is ensured in the most lucrative mar-
stable sales market and payment. If in 2Ckets. To this end, there are created state and
the total volume of public procurement (c.pseudeprivate structures, as well as man-
pacity of the market) amounted to over 2idatory schemes of cooperation with a direct
billion.UAH (of which 66%- in compli- restriction to allow new ones enter the mar-
ance with the legislative requirements fket In this case, the formation of a compet-
procurenent procedures), or about 19% itive environment is hampered by limited
GDP, in 2016 about 550 billion UAH wa access to resources and high transaction
planned (of which 46% in compliance costs for entry into the market of new enter-
with the legislative requirements for prcprises. Moreover, it concerns both foreign
curement procedures) or 23% of GDP [Rand domestic investors who are not part of
port on the results of the analysis of the st the ruling coalition that controls the rele-
procurement in Ulaine in 20152016, p. vant market.
9]. Thus, the demand of budget enterpric  There is a practice of selective state sup-
can absorb a significant part of domesport for state and corporate enterprises,
products. At the same time, the imperfewhich is carried out both in open (budget
tion of the system for organizing public prcfunds, subsidies, tax privileges and prefer-
curement, the system of monitoring ttential lending), and in the hiddéorm (mo-
compliance with competitm as well as nopoly niches creation, state guarantees of
corruption in the authorities leads to a dbad loans, price protection, debt restructur-
crease in its potential as a factor of strenging, netting, tax collection by illiquid prod-
ening domestic markets. In particular, a siucts, etc.). Consequently, state intervention
nificant part of the budget funds is being ain the functioning of a market mechanism,
propriated by the procurement procedure limiting its action is theanost important rea-
one participant, wich does not contributeson for the preservation of a large number

of inefficient enterprises.
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Along with selective support, there iadvantages in competition, the misappro-
also the practice of selective discriminaticpriate collection, disclosure and use
of business entities by the authorities. If commercial secrets, other actions in compe-
19941998 the average annual numhsé tition, contrary to the rules, trade and other
anti-competitive actions of the authoritiechonest practices in business activities, ac-
made by the AMCU was 220, then in 199cording to available observations, is less
2003- 451, in 20042008- 737, in 2009 acute than the two aboweentioned, but
2010- 648, and just in 2016782 (26% of the facts of detection are numerous.
the total number of violations of antimc  Institutional restrictions of competition
nopoly legislation) took place [Report cexist in many areas. So, if we consider ag-
the Antimonopoly Committee for 2016, priculture, then we have an example of mo-
187]. nopsony, which results in the purchase of

Significant "shadowing" of some margoods at prices lower than perfect competi-
kets with a competitive structure distortion. The agricultural land market actually
competition for them. In the "shadowappeaed only in the early 2000s, after the
sphere, there are no legal mechanisms reform of agricultural enterprises. At the
protecting economic competition, as a rsame time, in most regions, competition for
sult of whichthere is a high probability o renting land is absent or weak, so country-
marketsharing, the creation of entry barrmen, as a rule, are forced to rent it for a sig-
ers and other forms of anticompetitive ¢nificantly lower fee.
rangements. In addition, in the "shadov  Also, the anticompetitive actions of
sphere, sellers and buyers are much lesscertain state or local authorities hanega-
formed about the overall condition of sujtive impact on the state and development of
ply and demandhan in the legal one, as competition in commodity markets. So, un-
result of which the seller (buyer), even wi fortunately upto-date particular law en-
a practically insignificant market share, ciforcement agencieare used to limit com-
behave as a monopolist in their stance petition. Lately, (August 201) the scandal
ward uninformed contractors. concerning unreasonable price has in-

This fact can be evidence about the vicreased and on the traditionally monopo-
ume of the "shadow sectortnly in five lized fuel market it has become public. At
types of economic activity, for which maithis time, the problem arose with prices for
kets are characterized mainly as a comp liquefied gas, which grew by more than
tive structure agriculture, hunting and for-50% from midAugust 2017 in 2 weeks
estry, food processing and processing of i(from 11 to 16.5 UAH per liter).
ricultural products, construction, hotels ai  There are many explanations: both ob-
restaurants, terrestrialrahsport, - the jective and subjective factors have influ-
amount of gross capital investment eenced the growth of prices. The objective
ceeded the result of operating activity ones include the reduction of imports (re-
2004 by 4.2 times. Such an excess is duction of supply) from Russia and Belarus
great that it c¢ an 0 "duetocertainadministive obstaclescrel e r
attraction of bank loans or by the getting t ated in Russia, and the planned repairs of
investments from the budginds. factories producing this product, and the

The problem of unfair competition, itseasonal facterthe peak growth of demand
particular, the unlawful use of business rein  AugustSeptember "[AMCU began
utation of economic entities, the creation checking liquefied gas market 2017]. The
obstacles and the achievement of unlawsubjective factors include antimpetitive
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actions (conspiracies) of suppliers (impoof stagnation of investment processes, is
ers). However, the decision on conspiranot accompanied with qualitative chasg
can be made by AMCU only after prcin the gross value added production, as evi-
cessing the full amount of information redenced by the low level of markets with a
ceived from the State tax service, the Sticompetitive structure. Growth of invest-
Statistics Committee and the Ministry (ments both operative entities and new ones,
Energy and Coal Industry. which are the basis of the competitive envi-
At the same time, there are several rcronment, is limited due to a number of pro
sons for deteriorating the situation on tllems: the inequality of competition condi-
fuel market: 1) an artificial shortage ctions due to the influence of administrative
competition and as result shortage of gocfactors; distortion of competition as a result
for the purposes of obtaining a surpliof "shadowing" of economy; unfair compe-
profit; 2)market shre reallocations in favoitition; institutional constraints on competi-
of interested persons. Unfortunately, tltion.
practice of using the law enforcement age  Political dependence, procedutaicer-
cies as a main tool to block the operationtainty, lack of funding and the lack of
individual suppliers still remains. As wiskilled and independent staff is not able to
know, it is possible to deal with the cons provide effective work of the AMCU, mak-
quences, butis much more problematic t(ing it the tool for crackdown on competi-
tackle with the causes of the problem. Aitors. Therefore, ensuring independence,
in this situation, the reason is corruptioprocedural certainty, adequate funding for
rentseeking behaviour of the officials enthe recruitment of skilled independent per-
ployed in controlling and enforcement borsonnel with decent pay for their work will
ies, for which the abuse of power is a souimake the AMCU advocates of competition
of enrichment. The solution of this problerin the commodity markets. That, in turn,
lies in the area of institutionalization of thwill also create a positive image of the
control system in the economic sphelAMCU both in the country and abroad.
which involves the creation of the Financi  There is a needf institutionalizing the
Intelligence Service. It is the authoritprotection of competition through the intro-
which has to take over the control on tlduction of an institution of experts at min-
ecaomic block, depriving the security se istries and departments that would carry out
vice, the police and other structures of an inventory of the current legislative
But all these bodies are sabotaged for viframework and decisions that are being
ous reasons. taken in order to aoply with competition
Conclusions Competitive environmenilaw. Also, in addition to steady monitoring
is formed, however the intensity of comp of compliance with the competition rules of
tition in different markets is estimed from adopted legislative acts and those, that are
"fairly high" to "moderate” and "weak'in process of adoption, the need arises to de-
value by economic entities. The pasisis velop a mechanism to prevent passing laws
recovery of economic growth in Ukrainthat will advesely affect the competition
due to external and internal factors becat
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Abstracts

The implementation of decentralizatiowolves the transfer of additional powers and
financial resources from the central to the local level. The decentralization reform is one
of the eight priority reforms of the Ukrainian government. The article analyzes the main
indicators and trends of fancial decentralization in Ukraine in 2012D16. The influ-
ence of financial decentralization on regional development in Ukraine from 2014 to 2016
is characterized.
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