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DEMOGRAPHIC CONTEXT OF PENSION SYSTEM REFORM
Summary

In the article, the pension reform of Georgia ialgped in comparison with the pension
reform of the developed European and post-communightries, where, in the authors’ opini-
on, the countries’ demographic aspect was not takenaccount. In particular, the main cha-
racteristics of the aging population and demogmaptricture. In their view, the minimum reti-
rement age for men - 65 years, established indhatcy due to extra mortality rate in compari-
son with women, does not comply with reality andwdt not be more than 62 years old. In the
pension reforms, carried out in Georgia, the méati@ndion should not be focused only on the
fiscal aspects but also the social, medical andodeaphic characteristics.

The paper, based on the demographic amlicaledata analysis, introduces expected so-
cio - demographic effects caused by reduction @fiinimum retirement age for men.
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EVALUATION OF FOOD MARKET DEVELOPMENT ON THE REGION AL LEVEL

The estimation of the food market at regional leRPebved the decisive factors for the
formation of demand in the food market in the state

Keywords: agriculture, food security, food market, food prothyahe formation of
demand.

Opaenxo A.I10. Ouenka pazeumus npoooso1bCHEeHHO20 PbIHKA HA PE2UOHATbHOM
ypoene

ﬂana OYeHKa pas3eumus npodoeoﬂbcmeenHoeo POYIHKA HA pPEecUOHANTbHOM YPOBHE.
Obepynmosano onpedensowue Gaxmopvl GopmMuposanus cnpoca Ha NpPoooBoOIbCMBEEHHOM
pbllKe 8 cocydapcmae.

Knrouesvie C/1064a. ompacib CeJIbCKOo20 xo3micmea, npodoeom;cmeennwz
besonacnocms, NPOO0BOIbCMBEHHDIL PLIHOK, NPOO0BOIbCINEEHHbIE MOBAPLL, POPMUPOBAHUSL
cnpoca.

Introduction

The basis of balanced human nutrition is the comsiom of meat. The problem of
proper provision of population of this product igremely urgent, and, above all because meat
is the main source of protein, fat, etc.

Meat sub complex provides the need of the popudaitiomeat and its processing
products. The basis for its establishment is figldivestock that produces meat. Meat sub
complex’s positive work in general depends on ffieiency of their operation.

Unfortunately, stockbreeding of Ukraine has beehaakward and low profitable
sector of agriculture for many years. It is caubgda significant reduction in livestock and
poultry, high production costs, disparity in pricEs industrial and agricultural products,
disparity in wages of workers in these industrieenopoly of processing and trading business
enterprises, inadequate credit and fiscal mechanidrthe state. The level of purchasing prices
does not lead to even simple reproduction. Therelimcy appears in the ratio of purchasing
prices for agricultural raw materials and salesgsj retail prices for processed products.

As for purchase capacity of population, Ukraine hkeveloped socio-economic
situation that led to the reduction of solvencyevdl and, therefore, to the consumption
volumes of meat and its processed products.

Analysis of recent research

On the relevance of public policy problems of foedpply indicate numerous
theoretical studies and synthesis of both domestitforeign scientists, including works of A.
I. Altukhov, V. Y. Ambrosov, Y. D. Bilyk, V. I. Boko, O. |. Datsiy, S. M. Kvasha, M. H.
Koretsky, A. S Lisetsky, I. I. Lukinova, P. M. Maleako, V. V. Maslakov, L. Y. Melnik, V.
M. Oliynyk, B.l. Paskhaver, E. E, Rumyantseva, PSa&bluk, I. N. Topiha, V. A. Tochylina,
M. Y. Khorunzhiy, Y. S. Khromov, G. V. Cherevko, Ad. Shpychak, V. V. Yurchyshyn.
Besides, scholarly works of scientists dealing vdibd security should be mentioned such as I.
Y. Bogdanov, V. M. Geyts, B. V. Gubsky, Y. A. ZHali V. I. Muntian, S. I. Pyrozhkov, V.
Senchahova and others.

Statement of research objectives

- to provide assessment of the food market developoethe regional level,
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- to justify the decisive factors for the demand fafion in the food market on the
state’s level.

Results

Neither today, nor in the nearest future regionl lveive the opportunity to meet the
needs of Ukrainians in meat products only at thpease of domestic meat producers.
Therefore, they are forced to allow the import afahand meat products. Thus, today the
government firstly has to put all its effort in tiety agricultural enterprises out of the crisis; in
the development and expansion of cattle; in theoraon of animal herds and in increasing
production levels; and in state regulation of intpand exports of meat and meat products.
This will allow in the long term to increase protioa volumes and consumption patterns as a
whole and as per capita.

The main strategic objective for market of milk amilk products, eggs and other
livestock products is the expansion of the boumdanf existing market and finding new
opportunities for export of production.

Formation of demand for milk and milk productsrifiuenced by many factors. They,
in our opinion, can be brought to the following gps: economic, demographic and marketing
ones. With regard to economic factors, the leadings in this group are an effective demand
of the population and price of product unit redi@ma. Demographic factors include
population, its age, habits, tastes and preferemptase of residence. Marketing factors analyze
the profile of the proposed product. These inclpdmarily the quality of products, consumer
characteristics, and purpose of products and methbtheir use. In recent years a significant
factor of demand change is an organization of abweg appeals.

The determining factor in the demand formation hie food market is purchasing
power of population, which has decreased sharptgdent years. In turn it negatively affected
the level of demand and thus narrowed the domesticket capacity. At the same time
restraining factor of purchasing power of the pagiah is a high level of retail prices for food
products. So the challenge of the price formatiteps out as one of the central in marketing
activities of each subject of the market and isdéfning condition for the formation of supply
and demand in the market [6, p. 93].

Essential role increasingly beginning to play acatbed “beneficial products” with a
long shelf life, functionality of packages applieahd the possibility of consumption in any
conditions. These deep-processed products do qoireesignificant labor costs and time in the
process of preparation for consumption. In thisugrthere are also much of dairy products.
“Profitable products” win not only in view of theoesumers’ demands, but also in view of
market services offered.

In the production of “beneficial products” priceyality and benefits act as integrated
elements of the product that is a market produdt. oA that ultimately helps to reduce
production costs and sales costs [4].

Consumption of milk, as well as other foods besidegsiological needs depends on
two groups of factors: economic and not econombar®mic factors are, above all, the market
price on food and income of the population. Notrexuic factors are also very important, in
particular preferences and tastes of consumersted factors.

Calculated based on average data rate of demasticitlés price is traditionally
determined by the ratio of changes in consumptmrchanges in commodity price. It is
negative and equals 0.45. So we can assume thltamil dairy products are little elastic
goods, since the coefficient of elasticity is i ttange from 0 to -1. This means that every
change in price leads to a proportionally small@nge in quantity demand [5, p. 83].

Mutual influence of supply and demand, as it isedoby V. G. Andriychuk,
determines the state of market equilibrium. Howetlegir action has opposite directions. “The
limited consumption affects the production volumesd limited production affects
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consumption volumes. In Ukraine, namely consumpi®now the main limiting factor for
food production. The sharp limitation of purchaspacity of Ukrainian population made even
the consumption of basic food products sensitivinédevel of prices on them”. [1]

The impact of income on demand for dairy produstbést assessed on the basis of
the coefficient of income elasticity of demand. @lerate of profitable elasticity of demand
for milk and its derivatives is low, but is sigmifintly different for different products. The
lowest coefficient of elasticity is characterist€ fresh milk. Higher is revenue elasticity of
different types of cheese, especially with tastditazhs. With increasing household incomes
exactly on those dairy products the demand wiliéase.

Low purchasing power of population as a result af llevel of income leads to
increasing demand for basic products — food praduntthis respect, Ukraine belongs to the
“poor” countries (the countries where the spendingood is over 50% of income). Total or
cash costs are best correlated with income. Therethe attempt is made to assess their
impact on the consumption level of milk and dairgqucts in different population groups.

1. There is a tendency to equalize the level obuaption of milk and dairy products
in different groups depending on income, but duge slow.

2. Milk consumption is increasing in all groups ttwifew exceptions of the fourth
group), regardless of income level.

3. More rapidly is increasing consumption of mitkgroups with lower incomes and
total expenditures respectively. There is a clageetation between income levels and growth
rates of consumption of milk and its processingdpats. During 2007-2010 years the pace of
growth in consumption of milk and dairy productstle poorest population group have been
exceeding the growth rate of consumption in thetm@slthy group in 1.18 times.

5. On the annual rates of consumption of milk (BgDit can be noted that according
to the norms milk and dairy products are consumedhwmut 35-40% of Ukrainian people.

Interesting is another trend that is observed mlrfamilies. With the growing share
of total costs rate of milk products consumed taa produced in private households, is
significantly reduced, which has a positive effentincreasing the supply of milk. This fact
together with price levels, market conditions, #mel ratio of supply and demand do not affect
changes in consumption of dairy products by ruogdyation [6, p. 94].

Incomes of the population are closely correlatethwhe demand for agricultural
products. Obviously, it is expected that with iragiag the incomes of household new trends in
consumption will arise. First of all there will @ opportunity to buy more expensive and
highly nutritious foods and to eat outside the hdmeestaurants and bars, cafes, etc.). World
experience shows that after reaching the appreptetel of the populations’ income, food
consumption and some of their kinds including dasa relative constant value, and the share
of the expenditures on food in total aggregate pdijeres is constantly decreasing.

Issues related to solvent demand for animal pradstwduld not be resolved by further
deepening of unprofitableness of their productibot by increasing the real incomes of
households and the introduction of targeted fooppsett (subsidies) to people with low-
income, which needs state protection. Average fitserit consumption of milk per year is 118
kg and of meat products - 9 kg. 1000 UAH would h&wecover this gap in consumption
according to the prices of 2010. This requires diganization of targeted subsidies (school
breakfasts, school lunches and food assistanceegeiool institutions, as well as those who
are below the poverty line; supporting the puramggiower of large families).

The main strategic question for the industry’s dewment in the long term remains a
steady increase in productivity of the dairy hdrdw productivity of dairy cows is caused
primarily by diseases, deficiencies in the orgatimzraof production and selection-breeding
work, insufficient level of nutrition, resulting ifieed used primarily to maintenance of the vital
activity of livestock rather than formation of milRs a result, cost of feed per 1 kg of milk is
in 1.5 - 1.8 times higher than in the developedntdes. Improving the quality of feed and
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livestock breeding highly reduces feed costs pétr @ihoutput. Thus, with the increase of
productivity of cows from 2500 to 4000 kg the femhsumption is reduced from 1.31 to 1.05
kg feed per 1 kg of milk.

In our opinion, the most promising strategy onthitk market integration is to create
groups of horizontal and vertical types. Establishtrof cooperatives of producers of raw milk
(vertical integration) provides an opportunity tiveggthen their market power to adjust the
market price for raw milk, and to ensure qualityhitol of manufactured products in private
households. Cooperative formation can supply sicanit quantities of raw materials for
processing, which will allow increasing their sedji price for milk and increasing profits of
private producers.

Strategy of horizontal integration we also proptzsapply for the grain producers in
the region. Because they are many (about 2 tholstre market power of each of them is
minimal. Creating powerful grain cooperatives witduce the intensity of competition
between them and will contribute to the growth @frket prices for grain.

Unlike the dairy industry, poultry farming is comptly focused on meeting domestic
demand for poultry meat and eggs. Meat is almosiptetely consumed within the region,
while eggs from 10 to 30% of the gross productiom exported from the region where they
were produced. The main consumers of eggs in Ukraie large cities, for example, Kyiv,
Odessa and others. For this industry we recomntamdrieation of trade marks to encourage
the industry consolidation strategy in the marladtshese cities. This will create a favorable
image of Vinnitsa manufacturers.

A similar situation is in the markets of potatoesgetables and fruits in the region.
Almost all production of these products is concatetd in the private sector in Zaporozhe
region. The main causes of the current situatientlae low level of yield of these branches of
agriculture as well as high labor costs and conipglexf the cultivation of vegetables and
fruits. Another drawback of these branches of adftice is the lack of market sales
infrastructure. The only buyer of fruits and vedd¢s, which were grown in the agricultural
enterprises of region, are canneries. Howeverspieeified channel of the product realization
is the least profitable for the sale because ofltke prices offered by the canneries on put
harvest.

We believe that without creation of appropriateasfructure of fruits and vegetables’
production market in the region the intensive depsient of the respective agricultural sectors
is impossible. This task can be performed only uvride condition of assistance and support
from the state authorities. Trade fairs that takece each year in the regions with the
assistance of municipal administrations enablecalitiral enterprises of the region to find
distribution for a large number of grown produddesides, trade fairs enable consumers to
make appropriate reserves for the winter seasdnthét lowest costs.

Such measures will contribute for the developmédrihese areas: application of this
practice (trade fairs that take place each yedhénregions with the assistance of municipal
administrations) more than once a year as well xgmresion of wholesale food markets,
providing free access to them for agricultural progts, the resumption of procurement
databases, creating of stockpiling, processingraatketing cooperatives by most enterprises
themselves.

Consumption of grain products in recent years hasnbalmost equal to their
production levels. That means that companies-prduof grain products are dedicated to
fulfilling the intra regional needs and they almalt not export grain products outside the
boundaries of the administrative regions. Considergart of business enterprises in the
sphere of grain production ceased operating. Therstare on the brink of survival. Given the
above, we suggest for bread food production sphefeimdustries strategy to expand its
markets beyond the regions’ borders because ie¢ggomal market is almost saturated.
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It should be mentioned that unlike the marketsgfcalltural products that are highly
competitive, markets of food products are less atitipe. This is caused by, primarily, a
much smaller number of producers and structurirgntiarkets according to the trade marks.
Relatively competitive markets can be named theketarof flour and cereals, sugar, milk and
sausage products (there one can observe a significenber of equally powerful players in
the relevant markets).

Solving complex problems related to the strengtigmif state food security involves
the study of characteristic features and trendieirelopment in the food market, including the
elasticity demand for food products. Elasticitydefmand as an economic category reflects the
reaction of consumers of the product on the reptece of this or that product. It can be used
to characterize the impact on consumers’ reactiodifferent conditions. In practice, scholars
mainly study the elasticity of demand based ingfi®action of consumers to prices change
for goods) and income (changes in activity of coners in purchasing goods with a change of
their income).

Research of elasticity of demand for food is ofagreractical importance. The
relevant studies are regularly carried out in manyntries, and their results are used for
determining development strategies of individuaing and for development of measures of
state regulation of economy.

These issues are discussed in the works of V. #cdlduk, V. Artemenko, Y. Bilyk
and other authors [1, 2, 3], which emphasize thevamce of their analysis. However, for
systemic synthesis and interpretation of informatdout the features of consumption of food
product in Ukraine there is a need to develop #search method, adapting it to existing
information sources, to the peculiarities of thengstic economy.

Because of great importance of food to human bedteysicity of demand for most of
food products (both in price and income) is gemgrédw. Often in publications when
determining elasticity of demand for food produtormation is used about changing the
relevant parameters for a long (5-10 years) pewbdime. This approach often allows
confirming or clarifying the conclusion about ingtigity of demand for food products. It,
however, does not allow to thoroughly investigatihg reaction of consumers for these or that
circumstances. Elasticity’s indicators can be dyisatty changed in a quite large range
depending on various factors. Therefore, deternunaif elasticity’s indicators of demand for
food products based on annual performance indisatdiows responding quickly to the
changing situation on agricultural markets, assgstgie effectiveness of these or that measures
of state regulation of the agricultural sector.

According to the mathematical definition of elayidt is a level of one variable’s
response on the shift of another variable, expoeasehe ratio of percentage change. Thus, the
elasticity of demand shows on how much percentdégm@and on the particular product will
change with the change of the product’'s indicatamsl of factors that affect it (price or
consumers’ incomes) by one percent. Thereforeth®defining of the elasticity of demand it
is necessary to set the level of changes for aiceperiod of time or for different groups of
consumers and demand factors, the effect of wiishuidied.

Different formulas can be used to calculate theleof elasticity. The most popular
are those formulas to calculate the levels of elfystthat are built on the basis of the famous
mathematician and economist Robert Allen’s propgodde proposed to determine the ratio of
changes in demand, price or income of consumetisetanidpoint of the interval in which the
change has occurred. This approach is advantadgemasise it allows analyzing elasticity as
with an increase of investigated parameters asthiin reduction.

Traditionally, to determine the demand for food durcts the average rates of
consumption per capita are used. In determiningethsticity of demand for food products it
should be taken into account only those produasrbach the consumer through the stage of
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implementation. This is connected with the essefdhe concept of “demand”, which is an
economic category of commodity production and iederined on the market need for goods.

The vast majority of main food products that arastomed by the rural population are
produced in their own farms. Therefore, to study rttanifestations of the elasticity of demand
for food products we propose to use data on themsgmption and on income of urban
households. Because part of the food consumed bgnuhouseholds was made in private
households (for example, in 2010 potatoes - 3588¢etables - 24.4%, eggs - 12.3%, etc.),
such products are not taken into account when lediog the elasticity of demand.

In determining the demand for basic food commosliiecording to the income the
information on households’ groups that are locatedirban areas with different levels of
average per cost were used. Because between tiredrievel and the total expenses there is a
direct and very close relationship, the differemtetotal costs between different groups of
households we will consider as the indicator ofrthecomes’ change. We rejected data on a
group of households with the highest costs andraevelatively small groups with the lowest
incomes. As a result, we investigated changes mswmption of purchased food products’
indicators among households with average per ¢otstl of minimum cost of living.

It is well known that increasing the level of incesnof the population in general leads to
a less than proportional growth in expenditure oondf products. This pattern was first
recognized in the XIX century by the German stiiih Ernst Engel and is called “Angel of
the law”. A manifestation of this law is a low eiagy of demand for food products by
income.

The carried out calculations basically confirm thestern. To goods with low income
elasticity can be attributed such goods as breaiditqes, butter, eggs and vegetable products
to some extent. Exactly these food products pojustare inclined to attribute to the “basic
products”. There is nothing among the basic foothrodities, such as those that can be
characterized by a negative income elasticity, tviould mean referring them on according
to consumer characteristics to the category ofadled “low-grade” (less valuable) good
products. Survey data of households’ investigatiodicate that relatively wealthier segments
of the population do not reduce the consumptiobrefid or potatoes compared to the poorer.
On the one hand, national traditions are manifestedis, and on the other hand, too low is a
proportion of inhabitants of Ukraine, whose leveirmome could be considered as acceptable.

Conclusions

Obviously, unequal are elasticities of demand éaxdfin different regions of the country
with different levels of population’s income ancethtructure of agricultural production. The
accumulation of relevant information would makedtssible in the future to use the regression
analysis for the study of elasticity of demand.sTWwbuld give the opportunity to apply a more
advanced method of elasticity’s coefficient caltioka

The analysis made by us demonstrated that in dasereasing the incomes of the poor
part of Ukraine’s population the significant incseaof the levels of their purchases of meat
and dairy products, fish and vegetables is expedledvadays it is important to reduce prices
for meat products to increase demand on them.
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SPACE

Defines the modern understanding of the contentth&f concept of "region".
Investigated a number of the most common causegiohal disparities (inequalities).
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Benuuxo B.B. Cmpamezuuecxaﬂ 30Ha pazeumua KAK CEe2ZMEHm pecuoHailbiHozo
npocmpancmea

OnpedeﬂeHo COBPEMEHHOE NOHUMAHUE codepo;cameﬂbHozo HANOJIHeHUA NOHAMUA
«pecuon». Hccnedosan psao  pacnpoCmMpaHeHHvblX  NPUYUH — PECUOHATbHBIX — PA3IUYUL
(neposnocmeti).

Knrouesvie cnosa. KOHKypeHmocnOCO@HOCWlb, pecuoH, CcoyuailbHO-3KOHOMU4YeCKue
83AUMOOMHOWIEHUs,  CMpame2uyeckas — 30HA  paseumus,  Gopma  pezyiuposanusi,
DYHKYUOHUPOBAHUSL.

Introduction

Complications of socio-economic relations betweegians in connection with the
development of productive forces and productiomatiehs led to the emergence and
development of such new phenomena as inter-regec@homic ties. Based on foreign and
domestic experience, one could argue that the pseseof interregional economic relations in
practice have existed long enough, on a large state the twentieth century. However, in
theoretical terms, these processes and the assbagecific phenomenon of interregional
economic relations have not found, in our opinasufficient attention in research, study and
scientific publications.

Interregional economic relations reflect the curterel and identify promising areas in
the division of labor, interdependence of regidoad systems which are the economic ties for
the production, sale and exchange of homogenemes tyf food between their producers and
consumers. These links come in the form of flovioafd and raw materials from one district to
another, reflect those prevailing in a given timeripd, the division of labor, the locative
efficiency and the degree of specialization of mithn.

Analysis of recent research

Problems of state regulation of the developmentegfons have been by both foreign
and domestic scientists. Among the foreign scientshould be noted the works of: P.
Samuelson, A. Smith, J. Fisher, D. Hicks, W. Shamgbemestic — A. M. Alymova, P. Y.
Byelenkoho, M. P. Butko, M. I. Dolishnyogo, A. AeYoshkinoyi, A. M. lvanitsky, O.
Ivanchenko, V. Y. Keretsman, M. H. Koretsky, Y. Korotych, A. P. Kraynyka, M. A.
Latynina, A. S. Lisetsky, O. H.Topchiev, Y. Hvesylad others. In particular, the essence, the
main directions and priorities of regional policgvie been defined by M. M. Mykolaychuk and
D. V. Nehaychuk.

Statement of research objectives

- to define the modern understanding of the coraétite concept of "region”;

- to explore a number of the most common causesgibnal disparities (inequalities).

Results

The problem of regional disparities is of a verffidilt, complex character. It cannot be
overcommed by considering only economic optionsheut understanding the social
component of regional and cultural conditions sfdevelopment.
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The region serves as not only a social but alsoltaral category. Due to the fact that
the value system of any society, including the aegs defined by the both institutional and
social factors, the culture influences the natdrimstitutions which are formed in society, the
emergence of various regional formations. On tthemwhand, these different formations affect
the nature of cultural change. And then what wasrtsult causes further changes, leading
ultimately to the differences in the ways of theelepment of individual regions [7, p. 96].

Cultural region combines some aspects of regiopetificity, which are considered to
be basic for the allocation of geographic, econonricsocial problems of the region. Its
specialty comes from specific natural, historicatl@conomic conditions, in which specific
community has been forming. However, specific fesguof the cultural region cannot
adequately comprehend without taking into accobatéxisting environment and, therefore,
physical and geographical region, and without rédarthe nature of economic ties that were
formed in it, historically inherent social trendsdamore.

Modern understanding of the content of the conoafpt'region” appears in the
definitions adopted in the EU region's sustainaldgelopment (Sustainable Development),
which means a socio-economic development, when pitoeess of integrating political,
economic and social activities comes while maintgnthe natural balance and the
development of basic natural processes with antaiensure the basic needs of every social
group or citizens of this and all subsequent gditara[3, p. 36]

Thus, theoretical and methodological understandihghe content of the concept of
"region” had come through series of stages, eaitly loharacterized by taking into account the
key to understanding regional differences in facthiat had been occurring at different stages
of socio-economic development of society. Dependorg the nature of these changes
theoretical approaches to the nature of econorntatioas between regions of Ukraine varied.

The complexity of the regional economy means, alalljea balance, a proportion, a
coordinated development of the productive forceshef region. It is a relationship between
elements of the economy, when the major nationah@mic function is being effectively
implemented. In the specialization of the regiomréh are no significant intra-regional
disparities and the region's ability to carry omttheir play within the expanded based on
available resources and develops economic relakietvgeen regions remains.

The integrity of the region means the rational aéaatural resources in the region,
proportional coupling of different industries, atite formation of stable intra-regional and
inter-regional industrial and technological tieke tpresence of a particular community of
people with certain traditions, certain way of life

An important feature of the region is its handlidgectly related to the administrative
and territorial division of Ukraine. It is approgté to emphasize, that control to some extent
contributes to the integrity of the region, becaaskninistrative and territorial authorities
should ensure coordination (management) of all etgmof the social economy: a material
production, natural resources, an infrastructum@aapower, etc., as well as various relations -
trade, financial, social, environmental, industnigith a spatial and temporary stability.

The specialty of the development of the region®tJkfaine, regional differences of a
single economic space are caused by differentritatoand geographical preconditions for
economic development of eastern and western aréasatoral resource potential, the
resettlement of population and demographic sitnatio the works of domestic and foreign
regionalists [1, 2, 4, 6] a number of the most camntauses of regional disparities
(inequalities) are indicated. The most importantheim, in our opinion, are the following:

- Differences in climatic conditions of life and diness in certain regions of the
country;

- The scope, quality and direction of the usagenafural resources that define
"productivity" regions. This factor affects not gragriculture, fisheries, mining and forestry
resources, but also in terms of distribution ofusitly and people's lives;
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- Peripheral or deep location of the region, résglin increased transportation costs,
rising prices and shrinking market. Poor transpgortl communication links of peripheral
region impede its economic development;

- The old pattern of production, delay the intratitut of innovations;

- Sinter advantages (large intersection in theoregf inter-relationships) and Sinter
deficiencies (congestion);

- Trends in economic development of the countmpg@riods of economic growth in the
so-called backward areas new firms arise, whiclsea@n economic activity while during the
stagnation the activity falls);

- The stage of technological development that &ffene or more types of goods (raw
materials, intermediate products, final consumpgonds, services and so on.)

- Political conditions, forms of general and regibpolicy, institutional factors: the
degree of regional autonomy, the history of devedept and so on.;

- Infrastructure factors: the presence or abserfchadbors, airports, transportation
systems, industrial sites, providing telecommumicest systems and others, meaning a
production infrastructure;

- A large external control on firms or small profan of firms established by local
entrepreneurs;

- Socio-cultural factors: the degree of urbanizatigpopulation’s education, the
availability of research centers and so on.

The strategic objective of socio-economic developmef the region should be a
substantially raise of the living standards of wlagon by improving the quality use of
regional resources, fundamentally new approach#dsetdevelopment of productive forces and
the radical improvement of ecological conditionshefiefore, the regulation of regional
development should be aimed at resolving the puisge tasks of socio-economic
development of the region, the search and evaluatialternatives to a long-term economic
development, and developing programs that will enpént the priorities and the development
of economic ties.

The purpose of regulating the development of thggore should establish a specific
course of action to prepare for the effective fiomihg of a competitive region. The main
forms of regulation that are to be the macro-ecdndorecasting, planning or programming
[5, p. 24].

Forecasting should be regarded as a scientificyioal phase of the process of
developing a comprehensive program of regional Id@weent. Forecast outlines the scope and
capabilities of the set goals and objectives, ifiest the direction of development and
management decisions, and considers options factiwe influence on the objective factors of
long-term development. These forecasts are thénganaterial for macroeconomic planning
or programming aimed at the development of prografmegional development.

The transformation of Ukraine into an independenteseign state, the transition to a
market economy and diversity of ownership have tedkantirely new conditions for the
solution of social and economic problems at therass of the country, so that regional issues
came to the forehead. Due to this approaches tedleetion of the most important issues, their
priorities, resources, sources and methods ofisalwaried.

The strategic development zone is a geographicafighnologically and socio-
ethnically differentiated segment of the regionphece, which development is purposefully
maintained in order to achieve the goal. The seleadf a strategic development zone of a
spatial system must meet the previously-establistiedelopment objectives and selected
problem areas.

The preparation of various planning documents we®slidentifying and solving
economic, social, scientific, technical and otheshyems. Problems in social and economic
planning are the theoretical and practical issired tequire resolution. They are also the
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differences between actual and desired state tfaglanning. By the nature of structuring
(meaning the degree of development of relationsvéet the phenomena and processes
between factors, causes and consequences) is dlivittefour classes of problems associated
with the development of economic relations betwesgions: standard (strictly deterministic
relationships), structured (links correlative natof the high degree of interdependence) weak
structured problems (low level of interdependerelgtionships), unstructured problems (links
can be established only on the basis of logicalyais).

Conclusions

Thus, the uniqueness of inter-regional relationdJkraine is due to the significant
differences in the industrial, scientific, techriaad natural-resource potential of regions, vast
distances between different areas, underdevelopafdransport communications and the low
level of life of significant percentage of poputati The mechanism of market competition has
made a significant impact on the development aretifipity of inter-regional cooperation,
which divided the regions of their competitive adieyes and disadvantages; varying degree
of adaptation to market regions with different emmic structure and the different mentality of
the population.

Besides that, the regulatory role of the state Wwaskened, which resulted in the
reduction of public investment in regional devel@nt the abolition of many regional forms
of social and economic support. It has also aftethe actual inequality of different regions in
economic relations. The disintegration of the Ukian market of goods in the 1990s was in a
more rapid fall of interregional exchange of goddscomparison with the decline in
production.
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CONCEPTUAL BASIS FOR THE PUBLIC ADMINISTRATION IN THE SPHERE
OF INNOVATIONAL DEVELOPMENT OF THE REGION

Essence and mechanism of government control of/ative activity are investigated.
Theoretical approaches are analysed to forming mafchanism of realization of regional
innovative policy. Certainly constituents of medsen of adjusting of innovative activity at
regional level.

Key words:innovations, innovative activity, innovative econpmggion, adjusting of
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Onuwenko A.P. Konyenmyanvhvle Npunyunvl 20Cy0apCmEeHH020 YNpaeLeHus
UHHOBAYUOHHBIM pa3zeumuem pecuona

Hccnedyemess  cywmocmv U MEXAHU3M  20CYOAPCMBEHHO20 — PecyaupOo8aHus
uHHOGaquHHOIZ oessmenbHoCmu. Hpoanaﬂmupoeaﬂbl meopemu4ecKue 1n00X00bl K
DOpMUPOBAHUIO  MEXAHUMA — Peanu3ayuu  PecUOHANbHOU  UHHOBAYUOHHOU  NOJUMUKU.
Onpedenenvl cocmasnaouue Mexanusma pezyiupo8anisi UHHOBAYUOHHOU OesimelbHOCMU Ha
PE2UOHATILHOM YPOGHe.

Kniouesvle cnosa. unnosayuu, uUHHOBAYUOHHAS OesAMENIbHOCMb, UHHOBAYUOHHAS
9KOHOMUKA, DESUOH, pe2yIuposanue UHHOBAYUOHHOU OeamenbHOCIMU, 20CYyOapCmeeHHAs.
UHHOBAYUOHHAA NOJIUMUKA.

Introduction

Innovative way for the development of Ukraine, adlwas for the whole world is a non
alternative strategy. Only this way in the contekglobalization and the rapid movement of
the world to post-industrial civilization, the cdtycould count on a decent place in the world
community.

Administration of the innovative activity is beimgalized through purposeful influence
from the side of the governmental bodies on econointerests of institutions of the
innovational sphere and provides predicting reastiof these institutions on the operation of
state agencies as a condition of its effectiveness.

In order to deliberate the creation of conditioms fhe activities in research and
innovation areas the state creates goals and pieéscof its own policies and priorities in this
area. The aim of the innovation policy is to creat’io-economic, scientific-technical,
organizational and economic conditions for the fitjodevelopment of the productive forces
of society and regions.

Analysis of recent research

To the issue of state regulation of innovation\diitis at national and regional levels
are devoted works of domestic scientists: O. M.nddya, O. Amosha, V. D. Bazylevych, I. A.
Blanca, M. P. Butko, B. V. Burkynskoho, A. D. Vaglyl V. Geytsa, A. M. Ivanitsky, V. A.
Izyumsky, D. V. Karamysheva, M. H. Koretsky, M. NKulayets, M. I. Krupko, M. A.
Latynina, A. S. Lisetsky, V. Martynenko, Y. E. PesbBnko, A. A. Transplanted, V. L.
Pilyushenka, L. M. Pismachenko, D. C. Povazhnogds APopovich, S. F. Povazhnogo, A. M.
Fedoryschevoyi and others.

To the formation of conceptual apparatus, a metfayxdestimation of innovation
potential, the definition of determinants of innbwa development, the development of
theoretical and methodological foundations of anoirative model of regional economic
research are devoted works of a number of domasticforeign scientists: L. L. Antoniuk, A.
F. Balatsky, V. Dorofiyenko, S. M. lllyashenko, Kanygin, I. Komarnitsky, V. P. Miklovdy,
M. V. Odrekhivska, M. I. Pityulych, A.M. Poruchniki. Y. Zhytsa and others.
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Theoretical and applied aspects of the governmeppat and the promotion of
innovative activity at the regional level are beirgsearched in scientific works of famous
contemporary scientists and practitioners: A. Acloka P. Bubenka, V. Heyets, Z.
Gerasymchuk, A. Golikova, B. Malitskaya, V. Onishoko, G. Onischuk, V. Semynozhenko,
V. Solovyev, V. Torkatyuka, M. Chumachenko, L. Sinko and other scientists.

Analyzing the results of the studies of the abowmad authors concerning an
innovative management development and the definidifoan innovation potential, it should be
noted that they did not find the proper coveragthefissue of forming a complex mechanism
of innovation development of the region which requa more throughout study and systematic
approaches; not sufficiently studied remain thestjons of the analysis and evaluation of an
innovative quality of the production potential diet region and the development of the
mechanisms for increasing its innovativeness [B-§).

Statement of research objectives

The purpose of the article is to make a justifatdf a theoretic - methodological
mechanism of formation and realization of stateaegl innovation policy and establishing the
role of a state in the regulation in the spheroohation of innovative regional economy.

Based on this goal, the main objective is to inges¢ the nature and main directions of
a state regulation of innovation activities; todstthe mechanism of the realization of state
innovation policy and to outline the componentstad mechanism of regulation of regional
innovation activities that affect the intensificatiof innovative processes in the region.

Results

The implementation of innovation policy involvesns® combination of measures,
methods and relevant institutions which develop mmolement measures that are crucial for
the development and implementation of the innovatiand which ensure the realization of
innovative potential of individual regions.

The necessity and appropriateness of the governragatation of regional innovation
development is due to three factors:

-unstable state of the economy;

-shortcomings of market-mechanism of self-innovati@enerating problems that
cannot be solved without the participation of trades

- motivational factors in the formation of the sta¢venues.

The formulation and implementation of a regional chemism for regulation of
innovative activity involves separation of tasks abjectives to be set by the regional
authorities, which can be distinguished as strajdgtermediate and current. All these goals
are realized by using an appropriate mix of mettartt control measures in the regulation of
the innovative activity.

The strategic goals of innovation development efrigion should be considered in the
context of social and economic policy in the regéd the key goals and objectives aimed at
ensuring economic, social and environmental deveéop. Strategic goals are formed for the
long term, based on the prediction of regional ttgment in the future. Implementation of
strategic objectives includes the development efgystem of intermediate and tactical goals
and their adjustment to the current state of degyraknt. Their main feature is a direct link to
the outlined strategic goals of regional developtmen

The implementation of a mechanism of regional iraimn development has made the
following main steps [2, p. 75]:

- Formation and legislative strengthening of thatestpolicy to support innovative
regional development;

- Building an efficient regional innovation infrastture;

- Development of innovative programs of specifigioms with priorities for innovation
at the regional level;
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- Implementation of innovative programs of regiomvelopment with the current
adjustment.

Given the range of strategic, intermediate anddalctbjectives the regional authorities
are developing their own regional innovation polibgsed on the overall economic and
political situation. In order to implement this @yl there is a certain set of methods and
instruments in innovation sphere available forrégional authorities.

The methods of implementation of innovation poligythe criteria of their application
can be classified on legal, administrative and eoun. There are also simple methods that
provide one way of impact; and difficult methodatthombine all three methods.

An important component of the mechanism of regotaf innovative activity in the
region is the use of administrative and fiscal rinstents, which are aimed at enhancing
innovation processes in the region. Using a systémlirect and indirect leverage, the state
regulates the economic environment of innovatiord afetermines the "rules" for all
institutions which are involved in the innovatiophere. Indirect control levers create
conditions for the activity of economic entitiesdatieir interest in innovation and act in such
forms as tax regulations, pricing, financial-crgatificy, public order etc.. The state regulation
of innovation activities are carried out by legadpnomic and social measures.

The measures of direct state regulation of innowadéireas include financial assistance
in the form of investment allowances, subsidiegntg, loans for the implementation of
priority projects and innovative programs and mdiee traditional instruments of direct state
regulation of innovation are the development of #tate sector regulations, regulations,
guidelines that directly affect the activity of ewmnic entities. Especially important are the
legislative laws and regulations on taxation, irmtiton and investment, legal forms of activity
and more.

Given the need for complexity, the modern stat@vation policy among the objects
of state regulation should include: identificatiomnd support of innovation priorities at
national, sectoral, regional and local levels, &l ws the formation and implementation of
innovative programs for each of them; creating gulaory legal framework and economic
mechanisms to support and encourage innovationtegirahe rights and interests of its
subjects; funding of innovative projects; encounggcommercial banks and other financial
institutions that control the implementation of @wative projects; establishing preferential
taxation of innovation activities and supporting tbhperation and development of modern
innovation infrastructure [4, p. 122].

The components of a comprehensive regional inmmvaiolicy are: the creation of an
innovative infrastructure, the development of ahtedogy transfer, the venture capital, the
formation of regional innovation system, the depebent of a high-tech manufacturing, the
integration of science, education and productibe,formation of innovative clusters.

State influence on innovation activity in the wmgi can be performed by
organizational, managing, distribution, regulatangentive, control and research - analytical
functions. Specification of the state innovationliggo can be carried out by research and
innovative programming, public planning, which acentributing to the formation of
government contracts.

To the important functions of the state bodies @wgred to regulate the innovation in
the region should be included: the formation ofestific and innovative structures, an
improvement of social status of innovation. Thaestavhich is represented by the government
and its agencies) is ought to ensure the activifemformation systems - one of the main
channels of distribution of innovations.

The main streams from the point of view of the chéar complexity management
actions and implementation of innovation policyte regional level are the following:

- Formation of the institutional and ldgttve environment for positive change in
the innovation sphere. The scale introduction ebaded technology and knowledge-intensive
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industries are largely determined by institutiotnahsformation, development of new advanced
forms of business innovation;

- Government support and encouragementnedsitors which are investing in
knowledge-based, high-tech manufacturing, as vwebrganizing various forms of ownership
(during the development of innovation) through raduction of certain tax incentives,
government guarantees, insurance and credit;

- Improving the tax system in order to ¢eefavorable conditions for conducting
innovative activities by all subjects regardlessttid ownership and types of financing. In
today's economic climate it comes to the specificabf the tax base and tax collection
mechanism, changing depreciation policy in orderet@able organizations to increase the
depreciation funds as a source of investment invation;

- Foreign economic support, which requiresming joint organizations with
foreign partners with the aim of production of dathe high-tech products and its
implementation in the foreign market, providing iaatl advertising innovations abroad,
improvement of exhibition and fair activity, paifiation in international information systems
with the purpose to exchange information on innieegprojects.

The growth of economic independence of regionsresponds to the modern
requirements of the world economy, which are embwdin the new paradigms of
management.

Modern public administration is being built on dbrmain principles: territoriality,
democratic participation, partnership between pullid private sectors. This strategic choice
extends beyond the economy and encourages thetstate as the organizer of the search of
the target plants. Therefore, the main featurehef regional socio-economic systems is the
formation and implementation of strategic developmef the region, which determine the
image of the future of its condition and meetsdyxgtem requirements for modern management
approaches.

Defining the objectives of regional developmenaisubjective and objective process
that is associated with the needs and interestindifiduals, groups, organizations and
management’s subjects. The strategic goal for theeldpment regional systems - ensuring
high quality and standards of living that definles following feature - meet the needs of areas.
In meeting the goals of regional socio-economidesyshelps solve problems that involve the
presence of special activities - management.

So, under the conditions of a systematic transftiomaf the economy one of the most
important questions is the formation of a balaneglonal policy. This requires an objective
conceptual approach towards state management afatime development. The essence of the
concept is to use a system of government strategproach which is widely used in the
management of economic systems.

Generalizing the basic provisions of the strategiproach of innovation development
of the region it can be argued that the strategy &/stem of installations and measures to
strengthen long-term competitive position withim@anization's mission. In today's conditions
the strategy consists of two parts: 1) planneddwvaace and provided methods and action of
adaption to the environment and 2) reactive actimnsinforeseen events in the external
environment. Given the internal hierarchy (struejuof the system, the strategy may be
common to the entire region as a whole (total, pasel private (for a particular type of
business -competitive, business - strategy, foragament functions - functional, for business
unit - operating).

The essence of the national strategy for regionabvation development activity is
aimed at aligning the interests of the state, mgjitocal self-government, and various subjects
of property, national-territorial units and allizéns. The procedure of strategic management
and institutional development of the region invelthe use of different approaches given the
high extent of differentiation of regions in terr$ socio-economic development, natural
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resources, and the size of economic activity, $acganization of life, political conditions and
performance of local authorities.

An important strategic component of the regionabiwation policy in the context of an
integrated concept of innovation of regional depetent is the formation of innovative
clusters [5].

A cluster is a network of suppliers, manufacturecsistomers, items, industrial
infrastructure, research institutes, which arergdenected in the process of creating surplus
value. This approach is based on the calculatiorpafitive synergy effects of regional
agglomeration, meaning the proximity to the consuiwed producer, network effects and
diffusion of knowledge and skills. Consider someddés of a cluster:

- the number of taxpayers and tax base is incrgasihandy tool to interact with
businesses appears; the dependence on the iraliladainess groups reduces; the basis for
the diversification of economic development arepemps;

-the infrastructure of human resources is improythg infrastructure for research and
development appears; the costs are being reduppdrtonities for more sufficient entry into
international markets are disclosed.

There are a number of conditions that may coriitas well as to hinder the cluster
development in Ukraine. Experts refer the followicgnditions to positive: the existence of
scientific and technological infrastructure;, psyidgical readiness for cooperation. To the
restraining factors for the development of clustesuld be included: the poor quality of
business — climate; low levels of associative stm&s (chambers of commerce, industrial
associations) that cannot cope with the task okldgwment and implementation of priorities
and interests of the regional business; short-f@emning horizon - the real benefits from the
cluster development appear only in 5-7 years.

So, talking about the successful implementationthaf projects under the special
promotion of clusters is possible only if the ragbinnovation strategy exists. Developing a
cluster in isolation from the regional developmeninefficient. No wonder that one of the
founders of the cluster approach M. Porter in highod called an existence of a stable strategy
as one of the most important factors for succes$fister development [3, p. 92].

While using the strategic approach towards gover@aof regional innovation
development one must take into account which kdgtpmf growth are there in the region,
and what can various groups of interest make fer dbvelopment of these key points of
growth. At the same time in identifying the promigiinnovation clusters and in planning their
development regional strategies must be considered.

Conclusions

The study of a genetic basis of management thoagdhtthe basic tools of ensuring it
allows to constate the evolution of the theoriestate governance while the economy was
approaching towards a postindustrial stage andha mle of investments in regional
development, was gradually enriched by the detean# of innovation development; the
development of theoretical and methodological faiimhs of an innovative model regional
economic; the instruments of state support and ptiom of innovative activity at the regional
level; the formation of a conceptual apparatushods for estimation of innovative potential
of the region.

However, the lack of security and conceptual deptresearch in this area has meant
that an integral concept of the innovation procgas not formed; no effective mechanism of
the functioning and the development of innovatiepacity was created, there has been no
sufficient impact on the assessment of a modetHerdeveloped innovative potential in the
dynamics of economic growth of the region.

Only applying a systematic approach towards a rekeallowed us to specify the
nature and approach the defining of the elementaotomprehensive mechanism in
administering the innovative development of thaéaeg
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The general concept of innovation processes atetfienal level should be concretized
in the priorities of the government regulation efional innovation development, provide the
salvation of the strategic, intermediate and rautiasks by using appropriate management
tools, which are aimed at enhancing innovation @sses in the region and which include the
appropriate set of methods and measures of sgiéaton of innovative activity.

Building a management mechanism of innovation #gtin the region requires the
coverage of the entire set of components of theéesyf innovative development which
should be considered when implementing a balantate segional innovation policy. The
defined components will determine the potentialtfer development of the innovative areas of
the region and promote a consistent innovation hes¢ territories. The mechanism of
regulation of innovative activity should be formedking into account the specific features of
the respective areas and should provide the umiiezasion and diversification of measures
and instruments of the state regional innovatidicpo
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Annotation

The problems of resource-ecological safety of tagesare defined. Essence and results
of co-operation of market and state regulationseancbnditions of growing shortage of
resources and environmental degradation are graounde

Keywords: state regulation, institutional regulation, ecot@di orientation, natural
potential, resource-ecological safety.

Jparan HMN.B. CymHocThb ¥ Ppe3yjbTaTbl B3aMMOJEHCTBHS PBHLIHOYHOTO U
TOCY/IAPCTBEHHOT0 peryJIMpOBaHUs B YCJOBHAX pacTylleili HeXBAaTKH PeCypcoB H
Jerpajanuy oKpy:kaouiei cpeabl

AHHOTAUMSA

OnpezneneHbl  MPOOJIEMBI  PECYPCHO-IKOJIOTHUCCKOW  OE30MAaCHOCTH  TOCYIapCTBa.
O06ocHOBaHa CYIIHOCTb U PE3YJIbTAThL B3aI/IMOL[eI7[CTBI/I$I PbIHKA 1 FOCYL[apCTBeHHOﬁ peryisannun
NP YCIIOBUH POCTA JIeGUILIUTA PECYPCOB M JETPalallui OKPY’KaIOILEH Cpebl.

KiaroueBble cioBa: TroCyJapCTBCHHAsA PETyJdlus, HMHCTUTYLUOHAJIbHAsA PpCrysiius,
JKOJIOIrH4YeCcKas opucHTanus, €CTESCTBEHHOM oreHuuali, PECYPCHO-IKOJIOTUICCKAA
0e301MacHOCTb.

Introduction

Mutual influence in the system "society - nature'increasingly evident at the present
stage of human development: significant changesha environment are shown on the
quantitative and qualitative parameters of develpnof society, and increasing scale of
society’s activity causes irreversible total change the environment. This indicates that
society and nature is a single dynamic systemg¢donponents of which interdependence and
active feedback connections are typical. In otherds, tendency of growth of dependence of
the society from the natural environment can beetladue to exhaustion of natural resources,
reduction of the area of the Earth per capita, ¢cédo of assimilation capacity of the
environment, its loss of original features as aofable living environment that is caused by
increasing human pressure on nature. Thus, theaemeental crisis has become systemic.

Analysis of recent research

Works of A. M. Bronshtein, B. V. Burkyns'kyi, S. Alensiruk, M. I. Dolishniy, V. S.
Kravtsiv, M. S. Nyzhnyk, S. M. Stoyk, A. |. Tarasd. K. Tkachenko, S. J. Callan, W. S.
Gates are devoted to the study of environmentadlpnos of nature. Socio-economic aspects of
nature management are highlighted in the works oMM Amirhanov, A. E. Babynets, A. F.
Balatskiy, O. V. Vrublevska, T. P. Halushkina, V. Berasimovitch, A. V. Hidbut, E. V.
Hirusov, A. A. Golub, K. G. Hoffman, L. S. Hryni@Q. V. Zhyvytskiy, V. M. Kyskyi, Y. Y.
Tunytsya, and others. Nevertheless significant péntesearch on improving the economic
mechanism of regulation of the use and protectionatural resources does not consider the
specifics of recreational nature management.

Statement of research objectives
- to identify problems of resource and environmesgaurity of the state;
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- to justify the nature and results of the inteiactof market and state regulation under
conditions of growing shortage of resources andrenmental degradation.

Results

Environmental crisis is, first of all, a crisis tife actual mechanisms of adaptation of
society to the environment. There is an urgent neechange the vector of this interaction
through the reform of institutions of managementislabout management of not only the
economy but also the whole historical process [7290]. There is a need to note that the
current scenario of reforms (American, Western Baem) have exhausted themselves. Their
transfer to other territories did not give the eotpd results, and even suffered a complete
fiasco. In particular, now it is admitted that "isible hand" of the market can not cope with
the problems without special management. The cdnoépstate regulation of economy,
developed by J. M. Keynes at one time showed theusmess of the idea of predictable and
controlled economy. The need for regulation is edusy the presence of so-called "market
failures”, though with part of these "accusatioastl the overall position of their formation is
difficult to agree.

Marshall drew attention for the first time to marKailures. Later this question was
actively considered in the theory of social welf§¥& Manson, F. Hirsch, A. Pigovian, G.
Daly) [1, p. 169, 2, p. 170, 6, p. 255]. Marketdee is called a situation in which the market is
unable to independently, without external interi@mtproduce effective individual and
community decisions, resulting in disturbed ecoromquilibrium. The modern vision of
market failures that determines the need to regula¢ market mechanism is caused by a
number of reasons.

Campbell R. McConnell and Stanley L. Brue, citihg targuments against the market
system, name extinction of control function and petition, wasteful and inefficient
production, injustice of income distribution, thshation of market mechanism through the
presence of external effects, disregard of so@atls, volatility [1, p. 88-91].

Paul A. Samuelson and Wilma D. Nordhauz state shah market economy is ideal,
where all goods and services are voluntarily exgbhdnfor money at market prices. This
system ensures receiving maximum revenues withowtrgment interference. Yet, according
to scientists, it is almost unattainable state, evely market economic system has flaws that
lead to environmental pollution, unemployment, tffication of society into rich and poor. It
characterizes the "market failure", which is dueirperfect competition and information,
external effects. Moreover, markets do not alwagdly distribute incomes and can not always
ensure macroeconomic stability and growth, espgdiatthe long term. However, returning to
the issue of breach of fairness in the distributtbmevenues, the same authors emphasize that
these are shortcomings of actually distributiotheathan the market [6, p. 67-79, p. 313-315].

Let us note that analyzing the so-called markétifes or imperfections of the market,
the aforementioned scientists stress that marketiezfcy is not being questioned. Besides,
using the theory of social welfare and market @ficy, they justify the feasibility and scope
of regulatory policy of the state.

Specifically, A. Samuelson and V. Nordhaus note:rhixed economy is characteristic
of all industrialized countries, where the marketedmines the volume of production and sets
prices ... and the state manages the economy erglen Both sides - market and state - are
important for the continuous functioning of the eomy. The existence of a modern economy
without one of these parties is the same as thenattto applaud with one hand". [6, p. 78]

The authors identify three main economic functiohthe state in a market economy:

1) ensuring efficiency by conducting active environtaéand antimonopoly policy;
2) redistribution of incomes and the use taxes forestablishment of social justice;
3) stimulating macroeconomic growth and stability§6,74-79].

Scientists from different countries have studieglsthproblems in the sphere of nature

management and environmental protection. In pdaaticthis is reflected in the writings of
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researchers L. M. Cherchyk, G. B. Pohirschuk, whalyzed not only market failures but
failures of the state in these areas, examineck is$correlation between state and market
regulation of the economy [9, p. 609, 4, p. 120]M. Cherchyk names the following causes of
"failures" of the market in the environmental fiekkternalities (external effects), the absence
or underestimation of prices for natural wealttgklaof markets, public goods, transaction
costs, property rights, uncertainty and short-gighess of the market. He underlines the need
for implementation of environmental policy of thate aimed at a significant adjustment of
failures of the market. Along with this scholar pides examples of ineffectiveness of state
policy: provision of subsidies (on fertilizers, fegles, herbicides, energy, water, etc.), the
ineffectiveness of the tax system, control of @mideconsistency in the reform of property
rights, etc. [9, p. 610].

However, as it is rightly observed by L. Melnyk,etmarket is only a subsidiary
mechanism designed to serve the needs of peoples guided by the will of the people. That
is, it works the way it is set up within clearlyfoled functions and in the exact modes of
operation [3, p. 260].

The authors of "Economics" warn: "Without doulbte tmarket is a powerful driving
force for economic growth. Yet do not try ... tease that the state is an unnecessary relic of
the past. The state plays a key role, providingafe €£nvironment, in which markets can
flourish, and helping to avoid extremes that oosben they (markets) are not limited in any
way. Prosperity of modern economy depends on thpastiof the required balance and proper
allocation of responsibilities between market andegnment". [6, p. 66]

It should be mentioned that role of the state haeed grown significantly since
globalization of consequences of government detssizvhich may lead (and sometimes lead)
to the irreversibility of social processes and toraproduction of the vital natural resources,
has become an important result of the developmitgobnogenic civilization. "Never before
in world history was such a big responsibility aslay relied on the state power, because
through unprecedented technological powers it ftagiieed such domination over the people,
over the environment and even over all living orttgavhich it had never before". [8, p. 520]
But it also has negative consequences: hypertrdpteésponsibility of the state decreases
extent of responsibility of certain people; elintegcivil liability for their decisions and results
of their implementation. Obviously, there is a needind consensus in the actions of civil
society and the state, determine the extent amdsfarf state influence on market mechanisms.

Correlation between government regulation and mad@nomy is schematically
presented by P. Samolotov [5, p. 158]. We agrek thi¢ proposed terms of feasibility of state
interference, namely that, firstly, this intervemtishould create conditions for improving the
functioning of the market; secondly, the positiVieets should exceed costs for organizing this
intervention. Let us note that the state as an owh@atural resources represented by state-
owned enterprises, establishments and institutiengtself a full subject of market. And,
therefore, the state must comply with its actigitiexder market conditions, obey the laws and
established rules of the game on a common basid, @ovide control over their
implementation and responsibility for the failure.

If we consider these issues more globally, we oetlihe problem of resource and
environmental security of the state caused by digien of natural landscapes and
catastrophic reduction of nature and resource fiateriThe main reasons for this are
recognized:

- intensive anthropogenic changes in nature and resqotential through the adoption of
environmentally unjustified decisions;

- inefficient use of natural resources;

- consumer attitude to natural resources, the dom@asf current interests over the
perspective ones;

- imperfect environmental justification of projects;
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- inadequate system of public administration, legigasupport, institutional arrangements
in nature management.

Agreeing with each of the problems mentioned, caga&in we emphasize the principle
position: market is purely economic mechanismj $® unfair and wrong to accuse it of failing
non-economic functions. Although, we repeat agtiat with an appropriate adjustment and
set up, it can successfully solve environmental sowdal problems. Therefore, in our opinion,
such accusations of the market as the inabilifyrtwide social justice, environmental security,
social needs can not be directly related to ity tb@n not (in principle) be resolved only by
means of market mechanism.

Addressing these issues is the prerogative of cetelgl different institutions, in the
first place - the state. Practically, presentingsth accusations the scientists considered the
market as a global regulator of social ecologicaln®mic system, which is wrong in principle.

Conclusions

Thus, purely market economy does not solve problasseciated with the excessive
use of natural resources, rapid exhaustion of eoewable resources, degradation of
landscapes, opportune use of land plots for theldpment of those forms of entrepreneurship
that would ensure the maximum return in the sharnhtwithout regard to the needs of future
generations, environmental security, and sustaéndéVelopment. This is why in the 1960-70s,
when environmental problems were exacerbated, rrariented countries had begun an
active search for effective market and state regrda their optimal combination. In
economically developed countries models of mixeghemy with a strong public sector were
formed and function. State, corporations, bankssifasses, NGOs are equal significant
attributes of a market economy, and combinationtlté interaction of state, market,
institutional mechanisms provide positive resufisnature management and environmental
protection. Economic development should not berahie itself. This requires restructuring of
the social model based on the strengthening oftutisinal regulation and environmental
orientation of development.
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THE INFLUENCE OF GLOBALIZATION ON THE ECONOMIES OF DEVELOPING
COUNTRIES
Summary

Only a few of the leading countries in the worlchttols the most important part of
production and consumption. Unequal distributiorihaf benefits of globalization impedes the
development of the world economy. countries aloae wot stop. The important role of the
state in this competition and deepening.

As a result of globalization, the rich countriesl growerful transnational companies are
in the privileged position. This process occurs ttuthe uneven distribution of material values.
Globalization weakens the sovereignty of small ¢nes. Developed countries' financial
capital, goods, services and investment flows sd®lkloping countries leads to their gradual
loss of economic sovereignty.

Globalization is changing the structure of the ol states. The state loses control
function and Forced to obey even against the isteref the international organizations (IMF,
Bank, WTO, etc.) directives.

However, globalization is an irreversible procasavhich one or more of knowledge,
scientific development, strengthening of intelligenetc. Neutralize the negative impact of
globalization.

41



J- “93mbmdol@o”, Ned, 2012

33M6M303AG0 IB(NN0IG0(MSIBO

Tockiy Sergey
Ph.D. candidate,
Academy of Municipal Managemetkraine)

PROGRAM SUPPORT OF NATIONAL ECONOMY'S
ECONOMIC SECURITY

Explored ways to develop programs to support thenemic security of the national
economy. The main directions of economic security.

Keywords economic security, economic policy, mechanism, thgonal economy,
growth potential, priority development, reform.

Touxkuii C.B. Ilpozpammbr  noooepicku  IKOHOMUYECKOUW  He3onacHocmu
HaquHaJleOﬁ IKOHOMUKU

Hccneooseanvr  nymu  evipabomku  npoepammsl  HOOOEPHCKU — IKOHOMUUECKOU
bezonacrocmu HaL;MOHaJleOﬁ OKOHOMUKU. Onpe()eﬂeHbl OCHOG6Hble HanpaeleHusl obecnevenus
3KOHOMMV€CKOL7 6e30naCHocmu CMpAaxbul.

Knrouesvie cnosa. OKOHOMUYecKas 6e30nacuocmb, OKOHOMUYecKasa noaumuxka,
MeEXAHU3M, HAYUOHAIbHAA JKOHOMUKA, nomeHyual pocma, npuopumemHoe paseumue,
pegopmuposanue.

Introduction

The weakening and collapse of economic relatioas ¢lolved over decades between
regions and enterprises affect state of nationah@wmic potential of Ukraine’s economy.
Ukraine’s national independence, change of the ttgignpolitical system, democratization of
society, creation of a new model of economic dgwelent helped to change the economic
mechanism. This, in turn, enabled Ukraine to emplogyg-term and stable factors of
production efficiency, to switch to new methodsyainagement based on economic interest.

Analysis of recent research

On the relevance of the scientific topic of an emuit security as a priority for the
state’s public policy indicate numerous theoretisaldies and generalizations of Ukrainian
scientists, particularly such as Z. Varnaliy, BnRlgshyn, Y. Zhalilo, A. Baranovsky, V.
Boyko, V. Heyets, O. Hoychuk, B. Gubsky, M. KoretskB. Muntian, B. Paskhaver, Y.
Pakhomov, P. Sabluk, O. Skydan, V. Shlemko, L. Y& The importance of this aspect of
public policy is stated in the researches of fareggientists: A. Altukhova, K. Barrett,
I. Bogdanova, S. Glazyev, A. Gorodetsky, Y. Oduf@aStolyarova, N. Fursa and others.

Statement of research objectives
- to explore ways to develop programs to support ébenomic security of the

national economy;
- to determine the main directions of ensuring ecana®curity of the country.

Results

Destructing the command-administrative system arildling a new system of a market
economy could not happen without losses, which vi@ereseen and admitted at the outset of
reform. However, estimations of expected diffiadtifrom the changing of a system were
much understated. All views were directed to theitp@ benefits of Ukraine: advantageous
geographic and climate location, diverse and sicgnit natural resources, high labor
productivity and high intellectual potential, weléveloped material and technical base of the
country. All inspired strong conviction in quitesgatransformation of a system and in gaining
economic benefits inherent in a market system [Z2j
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Because of the abovementioned the attention wapaidtto the imbalance of natural
resources; complexes, branches and production ialaterd technical bases’ imbalance and
imbalance of their production potential; militariwa of the economy accrued for the decades;
and disproportion of basic consumer industries,itabp and energy’'s high consumption
production facilities. Due to this the situationenged, when the economy under the command
and administrative system functioned satisfactorifiowever, it proved to be quite non-
technological and largely unsuitable for operafioa market economic system. The historical
loss of business, market, and acquisitive mentafityre population was also sharply felt under
new market system conditions. Under such conditibisspossible to identify the main social
and economic results of transition from plannechoket economy:

- transformation of the economy in an atmospherésadéep crisis;

- unwillingness to understand the course and managewnfethe process of the
economy’s transformation;

- dissatisfaction with the intermediate results ahtformation process.

In such circumstances active state interventiomh& economy during its qualitative
transformation, change in the fundamental princgdléorming a system of state regulation are
one of the main conditions of economic transitionmarket economy. Reformation of the
economic system of Ukraine is aimed at creatingedlgmriented market economy. Achieving
this goal, we believe, is impossible without théecparticipation of the state.

Especially intensively the economic disintegratiexisted in the 1990s. This was
largely a natural process that is dictated by thednto adapt an economic system to a market
economy, its integration into the global econompwdver, the actual loss of control by the
state over what is happening in the economy andadbil sphere, mistakes led to such results
that the transition of the economy to market raifjustment of regions, economic operators to
new conditions were accompanied by major econosaicial and political costs. Among them
are:

- compression of the internal market due to falldagnestic production and consumer
demand, a significant rise in price for freightnsportation, coming to Ukrainian market of
competitive foreign products lead to erosion oftdrebase of the entities of Ukraine;

- the actual collapse of the real sector of theneowy into two largely independent
parts: internally oriented industries and expotiemted industries; both sectors coexist in
parallel with each other; their intersection armhsequently, the general interests are limited to
a minimum, concentrating mainly in common to bogleters sphere of infrastructure, which
remains;

- the emergence of large financial and industriaugs as well as vertically integrated
diversified holdings, controlling much of the pration and sales of major products (so-called
oligopolies); in their work they often take intocacint long-term interests of certain business
entities of Ukraine, medium and small businessed,population.

Spontaneous development of these processes tbd fact that the twenty first century
Ukraine entered with heavy load of serious econanit social distortions and imbalances.

Each country has its own characteristics due t@gghic, economic, social and other
conditions of life. When one tries to identify piids ways of creating and strengthening the
economic security of the national economy, the nmgbortant directions of its development
previously considered should be used with regattidee characteristics. These conditions will
determine the possibility of passing certain dimet of creating the economic security and, if
found to be available, degree and methods of jicgiion [3, p. 132; 4, p. 19].

Peculiarities of the country or its differences nteyan independent argument in favor
of this or that decision related to the economicusgy of the national economy, consistent
enforcement of which should solve some challengékis area.

When developing programs to support the econontaritg of the national economy,
in our opinion, the following should be considered:
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- firstly, certain characteristics of the economi@ social situation of the country in the
present time; the degree of industries’ developmenatvision with the natural resources, their
reserves and the level of use of the natural ressurthe level of expenditure and
competitiveness of products in domestic and foraitarkets; the state of education sphere,
health care system, social security system and s#igngs;

- secondly, the external and internal non-econofaators, but the importance and
impact of them are so big that they bind the stateedistribute a significant proportion of
public resources to the use of specific counternmeas

For example, huge geographical area and, therdfayedistances between the location
points are challenges for Ukraine, which in pafdcuncrease the transportation costs in the
country. This is the economic side of this issunie heterogeneity of the population in the
vast areas along with the disintegration interrethds and external support of these processes
(and this is what is happening right now) is ndiyansocial problem in the narrow sense, but it
also creates preconditions for the growth of extktinreats to the possibility of losing parts of
the country’s territory.

In this example, which characterizes the situatiosome regions of modern Ukraine,
social problems and external threats have absglegitain economic price, which is most
obviously expressed for the country in the forminafeased government spending on security,
law enforcement and defense. The scale of theds isogery high.

The first feature of the country is the level oforomic security of the national
economy, which is expected to assess by determinati the ratio of economic and non-
economic threats (expenses) as well as their aeswiagnitude [1, p. 318].

Regarding Ukraine, its geographical conditions easgnificantly higher physical
expenditures for construction, power supply, prdidncas industrial goods as food products
than, for example, it is so in the European coantriTherefore, the unit costs in Ukraine are
always higher than in the countries of Europe. Asult, the same rule applies also to the
value (real value) of a labor force (even withoatiigting those components of living standards
of the population, without which one can relativg@lginlessly live, such as luxury items or
items that provide relatively great comfort of ldempared to other states. In the result of a
comparison of production costs in the conditionsUtfaine and in the conditions of the
European countries we can conclude that Ukrainencarhave advantages in this respect to
other nations. Based on this conclusion, we canmasshat in the competitive struggle for
investment, if this struggle is done accordingte tules of so-called free world market, almost
any Ukrainian business enterprise is doomed tes o

From the above mentioned statement the followingchions can be made:

1) losing by the objective indicators that chardzee the basic components of
production costs, the domestic industry shouldomigntate on external sources of investment;

2) for the same reason the “rules of the free wonlrket” should not be taken by
nation-state as a given since they do not correbgtnategically to the economic interests of
social development.

Raw-oriented industrial structure is also partliated to geography. The country with
the territory, rich for natural resources, can affdéo live at the expense of trade of these
natural resources. Of course, the raw materiatxigoof industry structure is also the result of
the country’s economic development in the pastiantie present times, and it is the result of
the economic policy, which was carried out. Howeweuntry like, for example, Israel simply
objectively can not establish the structure of madustry like Ukrainian one, because Israel
does not possess such territory rich with suchrabhtesources. As the result such country is
forced to seek for other sources of welfare. Inrentioned specific example of Israel such
sources were found, or rather to say, they werfically created. Of course, without external
sources of financial, technological and human reses) Israel could not have achieved some
successes in the newest areas of industry. Bitenther hand, which country if not Ukraine,
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even with its heritage left from the Soviet Uniaould have achieved similar results. This,
however, has never happened [5, p. 74].

Thus, the assumption arises that the availabilityrich natural resources corrupts
economic policy, allowing it to focus on the unre&sed use of these natural resources. This
orientation of the country’s economy simultaneousbds to:

1) arapid depletion of natural resources;

2) a lack of development in technological fieldstb& industry if the revenue from
exports of natural resources is not directed tgetiathis sector of the economy’s development.

Thus, when considering the provision of Ukrainehwiiatural resources, geographical
factor can be measured unambiguously. It had odytaipositive value in the past, which was
manifested in the role of resource provision as ohéhe key resources driving the overall
development of the country’s economy. However,veilhy the society to live further at the
expense of exploiting the natural resources in ljghraith a conduction of an unprofitable
economic policy led to the gradual freezing of imeustrial structure with domination of raw
material component. This, in turn, led to the dépteof natural resources. Modern estimations
of the natural resources’ reserves are not the sasnthose in the recent past. Moreover,
modern estimations warn against the use of suchactaistics as “a country that has rich
reserves of exhausted natural resources”. Initipllgvided, through its geographical and
territorial location, with natural resources sogias a result got rid of (or is located very close
to this limit) as a technological future as mucterhausted natural resources.

Economic security requires public policy implemeiota aimed at priority development
of those sectors, industries of manufacturing itgusransport, communications, construction,
that have not lost their potential to growth.

Statistical agencies do not keep records of pedoge indicators, including inter-
regional balance of import and export, which wogide us an idea of the state of economic
ties between business enterprises of Ukraine. Iricpkar, there are no numbers that
characterize trade between them.

In general, in Ukraine the share of interregionatkvin relation to GDP has declined.
Total level of inter-regional economic ties fellpapximately in 3.5-4 times. Moreover, the
industrial output level also declined.

Primary role in this process has played, in ouwyimarked above the disintegration of
the Ukrainian economy on export oriented and irgkynoriented sectors of the economy.
External trade of goods Ukraine carried out witlé 2artner countries. 35.3% of all goods is
exported to the CIS countries and 26.9% (in Jantmyember 2009 - respectively 38% and
28.4%) is exported to the EU countries.

Russian Federation remains the largest trade padhdJkraine (23.6% of export
incomes and 23.2% of import incomes). To TurkealyltPoland, Belarus, the United States of
America and Germany total number of 23.6% of expams carried out from Ukraine.

Among major trading partners in January-NovembezQif9 exports increased the most
to the United States of America - in 2 times, Pdlay 45.4%, Belarus - by 41.2%, Turkey -
by 36.8%, Russian Federation — by 29%, Germanyl-3:y%, and Italy - by 12.8%.

The basis of goods structure of the external tinadgkraine as before are base metals
and articles thereof, mineral products, mecharaoal electrical equipment, vehicles and road
equipment, chemicals and related industries.

From the CIS countries it was imported 39.7% ofgalbds, from the EU countries -
33.6% (in January - November of 2009 - 42.6% andb%§. Proceeds from Germany,
Turkmenistan, China, Poland, Kazakhstan and Belagether accounted for one third of total
imports. Import deliveries increased from all majading partner countries [6].

Products of herbal origin, polymeric materials,stilzs, base metals and articles thereof
prevail in the Ukrainian export. These productsndb go through the technological processes
of the Ukrainian economy. On the other hand thek kafl imports to Ukraine (except for
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imports of agricultural and food products) aredived products. They also do not pass through
the domestic industries. Thus, increasing the gpgtion of Ukraine in foreign external
economic relations is done in such forms that dateuthe disintegration trends in the
economic sphere.

In the list of the peculiarities of Ukraine the lecaf the territory, long distances, length
of communications, of course, occupy not the ldatg@ The transport factor can be defined
one of the above-mentioned problems. Just as impbiis a climate factor (because the
country can have a large territory, but in favoealolimatic zone), which creates more
problems to society.

In this list of challenges one can highlight oneteadir parts. It is the economic group. It
includes additional costs for transportation, cangton of communications, and remoteness of
mining of raw materials and so on. At that econoadtors and society are forced to carry
large:

1) physical costs (except, for example, buildingaz#ds of a greater length and in more
complex climate conditions; they are also more iadiff to overcome during cargo
transportation);

2) time costs (the length of communications andrthaality reduce the speed and
volume of freight transport).

The rest of the difficulties associated with thalswf the territory and transport factor
form a group of non-economic issues. But this du#smean that these problems do not cost
anything to the country and society. It is quite gpposite.

In addition to the analyzed above climate, commation, transport problems,
associated with geographic location and scale ef ¢buntry’s territory, raw resources
“debauchery”, a high real cost of labor resouredsich is also a consequence of the above
factors, there is another group of problems, malangignificant impact on the level of
economic security of the national economy.

Unfortunately, one can not make a relatively puesitassessment of human resources,
which Ukraine has, and make optimistic predictibesause of a number of peculiarities. In
turn, these peculiarities are proposed to split fmo groups.

One group of peculiarities that characterizes thtef human resources of the country
has always existed over the past few centurigs.like a permanent feature and is connected
also with the geographical factor. The territory Wkraine determines the heterogeneous
composition of the population in the national cahtd o understand what the consequences
may be from the presence of such peculiarity ores dmt need to build forecasts. The collapse
of the Soviet Union is the best demonstration efdangers that are carried in a heterogeneous
population of country in the absence of real comitguwstf population that has developed.

Another group of peculiarities that characterizhs state of human resources of
Ukraine is not an inevitable disadvantage of thenty arising from any external (natural)
conditions that can not be changed. This groupectifiarities is associated with the legacy of
the country, which it received from its former bistal experience. This is not the result of life
in the vast territory, but the result of an absalyicertain economic and social policy, which
took place for a long time.

Also it should be taken into account that the emecg of foreign labor force
contributes to rising of social tension, which alsequires specific resources for its
neutralization (removal is probably not possiblagvitable are also other social costs that are
connected with immigration from regions with otheultural, religious and economic
arrangements. For example, the emergence of atiaddiburden on social programs of the
host country is the result of subsequent immigratié children, relatives, and acquaintances.
The situation in Ukraine is almost fundamentally different from the European one with
some amendments to the scope and the quality afating. Since this situation is relevant
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only for some countries, described migration preessare also needed to be counted as
peculiarities of Ukraine that are related to thebpem of the country’s economic security.

Conclusions

The peculiarities of Ukraine analyzed in this detiare the main features of our country,
which, as it seems to us, do not exhaust the subjeihiese peculiarities at all, but are most
important when considering issues related to attentp define the main directions of
provision of the country’s economic security. Sotyiproblems related to overcoming the
negative impact of these characteristics of thenttgis economic and social development
requires, above all, financial resources. Theirsguwiltimately, can only be sustained from the
economic growth which, in turn, is directly depentdan the current conditions on effective
implementation of the state’s functions as a statarl of economic growth. Thus, the state may
as a result contribute to the achievement of theired level of national economy’s economic
security.
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Executive summary d2010, London.

CoNoA~WNE

Metreveli Marina
PhD, Professor
Leading specialist of Sector Economy and Economic
Policy committee of Parliament of Georgia

ECONOMIC RELATIONS IN THE FIELD OF TOURISM
Summary

The aim of the tourism economy is “to use scar@®ueces, labor force, capital and
environmental resources to produce goods and touaisd distribute these goods to different
consumers-~.

The transition to the market economy in Georgia heb to significant economic
changes of the country. The tourist market has fmecan economic category being a unity of
social-economic processes and relations in thdsfief marketing research and production and
exchange and distribution of the tourist servioesiag the service producers and customers.

Generally, the world tourist market in the mid-18%@as marked by an evident change
in respect of the tourist product demand. The apgrotowards using oneks leisure time
changed. In particular, the life improvement trebdsame stronger and not only oneks general
wish to gain impressions or pleasure was the dagethe demand for shrill impressions and
elaborate pleasure increased. Naturally, such @noaph to oneks leisure time has had an
impact on the formation of the demand for the &tysroduct.

An average growth of incoming international towgisind tourist product export has
reached 4% for recent 10 years, while it was 10@#%otal export (1,980 billion USD) in
2009, 6,1% of total export (1,086 billion USD) iXD and in the expertsk opinion, will be
5,2% (2,160 billion USD) of total export by 2020.

As the recent trends evidence, the further devedoypraf tourism will be reached at the
expense of wide-scale introduction of innovatiopsyticularly in critical situations. The
technical progress and exposure and introductidoasic innovations and surely, wide use of
knowledge in the first instance will significantiypfluence the future trends in tourism
development.
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Doctor of Economics
TOURISTIC POTENTIAL OF KAKHETI REGION
SUMMARY

Tourism has been formed as a field of foundingtasnable development. Due to rapid
pace and broad scales it is recognized as phermnad XX century.

Kakheti is a gorgeous place of Georgia, it is digtished by both geographical location
and cultural-historical monuments, because of tgmaas and selflessness of our ancestors.

Definition of tendencies of development of toudstinarket of Kakheti region.

- Natural conditions of Kakheti region;

- Historical and cultural-traditional richness of Keti;

- Protecting companies existing on the markets aigbservice of region;
- The level of development of tourism-related infrasture in the region.

Studying these issues shall support in revealingctdons of development of culture of
tourism in Kakheti region, creation of such toucigtroducts, which shall be sold profitably
and gained incomes shall be used for realizatfdhe program of protection and restoration
of historical-cultural heritage.

Present state of historical-cultural monuments,jonat parks, natural reserves in
Kakheti are given in the work. Rehabilitation wodanducted by the government deserve high
estimation. However, Kakheti touristic potentiabds conduction of great works and Kakheti
shall become the center of model tourism.
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EDUCATIONAL FUNCTION OF AGRO TOURISM AND ITS PERSPE CTIVE IN
GEORGIA
Summary

Experience of agro tourism of the countries withke teveloped and advanced
agriculture is considered. It is shown that agrarigm provides not only rest in rural
conditions, but also has important educational tioncfor the purpose of increase of interest of
youth to agriculture. The recommendation, thatrigkinto account the specified experience,
and at us expediently organization of agro rourmtssthoolchildren of various classes is
stated. They will familiarize with processes of mfatture traditional agricultural and
foodstuff, will participate labor activity and thewill have a certain opinion concerning the
further activity.
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CONCEPTUAL APPROACHES TO THE ORGANIZATION OF THE IN VESTMENT
ACTIVITY OF AGRICULTURAL ENTERPRISES

Annotation

The evaluation of assessment of the effectiveness/estment projects of agricultural
enterprises is defined. The consequences of aky discisions in evaluating the efficiency of
investment projects are analyzed.

Keywords: farmers, agriculture, efficiency, investt rate assessment, formation.

CnaBun B.C. KonnenryanpHble MOAXOIBI K OpraHU3alldd  HWHBECTHUIIMOHHON
JACATCIBHOCTHU CEIIBLCKOXO3IMCTBSHHBIX Hpe,I[l'IpI/I}ITI/Iﬁ

AHHOTAUMSA

Onpe,ueneHLI IIOKa3aTc/Jii OLCHKH 3(1)(1)6KTI/IBHOCTI/I HWHBCCTUIIMOHHBIX TIPOCKTOB
arpapHbIix Hpe[[HpHHTPIfI. HpoaHaJ'II/ISI/IpOBaHLI nociaeacrBus JII000T0 PUCKOBAHHOTO PCHICHUS
IpH OLICHKE 3(1)(1)€KTI/IBHOCTI/I HWHBCCTUIIUOHHBIX IMMPOCKTOB.

KiroueBnle CJIOBA: arpapHbIC npeanpusiTus, XO03SIMCTBEHHAsA JACATCIBbHOCTD,
3(1)(1)6KTI/IBHOCTL, HMHBECTHULIMH, I10KA3aTCJIb OLICHKHU.

Introduction

In the course of agrarian reform, market-orientgdtean of financing replaced the
planned distribution system. The development ofkesarelations promoted the formation of
new channels of engagement and use of financialress. In addition, there have been some
institutional changes, new regulations and legistattaking place. However, along with
positive negative moments also exist. Thus, dutiregyears of reform there has been a sharp
reduction in investment in agriculture from all soes of financing, as well as the reduction of
budget allocations in total financing. In additidhe economic situation of the majority of
agricultural enterprises does not allow them teestwecause of the low profitability of their
activity.

Analysis of resent research

Problems of state regulation of material, financiaformational provision for the
investment of agricultural production have beenrasiskd by J. Bilousko, A. Galchinsky, O.
Datsiy, M. Demyanenko, V. Zinovchuk, T. Zinchuk, Mubets, M. Malik, A. Malinowski, L.
Maslovskaya, G. Pidlisetsky, P. Sabluk, O. SkydanTopiha, O. Ulyanchenko, O. Shebanin,
and V. Yurchyshyn. To the problem of efficiencyinfestments in the agricultural area are
devoted works of national scientists such as: Vdagchuk, S. Hutkevych, P. Kaninskiy, M.
Kiselya, M. Kodenskoyi, M. Kropyvko, E. Lanchenk, ¥upenko, K. Prib, O. Shestopal and
other.

Statement of research objectives

- to identify the indicators for assessing the @ffeness of investment projects of
agricultural enterprises;

- to analyze the consequences of any risky dedsiorevaluating the effectiveness of
investment projects.

Results

Ukraine holds one of the last places among Europeantries. In addition, the chronic
shortage of working capital does not allow agrigtdt enterprises to spend quality time on
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sowing and harvesting. These and other reasons maliicult for domestic producers to
exit the crisis and access an effective level ofnaggment, to enable the successful
competition with foreign suppliers of agriculturpfoducts in the Ukrainian food market.
Under these conditions, it is vital for agriculturenterprises to develop the conceptual
approaches of the investment activity and to firelnecessary funding of investment resources
and their effective investment. In scientific laéure, typically three main groups of sources of
financing are distinguished: 1) the own funds dkeprises - profit, depreciation, amounts paid
by the insurance in the form of compensation fanage other types of assets, etc., 2) public
funds - the budget, extra budgetary funds, propguplic property, etc. 3) borrowed funds -
loans from the commercial banks and other finanngitutions, etc. [1, p. 84].

It should be noted that some authors, such as #HoKrmand |. Zhuravkova allocate
foreign investments into a separate group of ssuatdinancing in the form of financial or
other participation in the authorized capital oinjoventures and direct investment of
international organizations and financial instioas, states, businesses and organizations of
different forms of property and individuals [4, p72]. Sources of financing must also be
distinguished by the means of the property relatiopersonal, involved and borrowed. We
offer to distinguish the sources of funding accogdio the type of property: public funding
sources, financial resources of business entifiesrmmercial and noncommercial types; funds
of foreign investors. In terms of owners these &umdiginate from the state, regional and
enterprise level.

In terms of business investment subject it is d&Heio use in practice various sources
of investment. In connection with this an importasgue is to establish the optimal ratio
between the different sources. We believe that hothnand in the short term, the share of own
funds in the structure of sources of financing Wwéltoo high - 55-60%.

Thus, at the present state cannot find the negeéismncial resources to invest into
even into the priorities of the economic reform ethislows down the process of structural
transformation, does not contribute to the comipetitess of domestic agricultural production,
and makes it impossible to solve acute social asd@mic problems in rural areas.

International and domestic experience indicatest tha important investment
requirement is the development of the projecthtiutd be noted that the establishment of an
investment project of the new enterprise, reorgaitn with or without preserving the profile
of products sold by the passage is being accongulish three phases: pre-investment,
investment and production.

Pre-phase consists of three stages: determinati¢regearch) of favorable conditions,
pre-feasibility analysis (analysis of alternativesd choosing the direction of the project,
formulation of project) feasibility of the projefdetailed evaluation of the project). The next
phase - investment - is the introduction of pro@urctapacities in the business of material and
immaterial production.

In the production phase the release of goods awitee occurs; real investment returns
in the form of consumption of goods and servicesrdéasement of investment potential;
replenishment of investment resources of incomevi@isly, any investment project can be
practically implemented if the effectiveness of @gplication is proven and fully justified.
Moreover, the economy’s urgent need for investmehtsr apparent failure makes the issue of
rational, efficient use of investment more impottan

It should be noted that with Ukraine’s transitiontoi the market relations the
methodological framework that was elaborated ardklyiused during the period of planned
economy cannot be generally used to study theiefity of investment. Under these
conditions the evaluation of efficiency of investthehas scientific and practical interest
because dependent on how objectively, comprehdpshvis being accomplished the payback
period of capital invested, the rate of the compasywell as many other economic and social
problems depend on. Objectivity and comprehenss&né assessment of investment projects,
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in turn, are largely determined by the use of modmethods of economic evaluation. We
believe that in evaluating the efficiency of invasnt projects it is necessary to distinguish
between these three groups of indicators: 1) comialenr financial performance, taking into
account the financial implications of the projear fits direct participants, 2) fiscal
performance, reflecting the impact of the impleraéinh of the project for the state, regional
and local budgets, and 3) economic efficiency dfwracterizes the costs and results of the
project and takes into account the interests ofmgsnbers and the interests of the country,
industry and enterprise.

Despite the simplicity of calculations, to de facueantitatively evaluate the efficiency
of funds invested in economic projects is difficltcharacteristic feature of the investment is
that the cost of investment resources prior ohtgindf results, separated from it with a
considerable period of time. Economic theory states goodwill of people of today is
estimated higher than the one which will existhe future. In the literature, this feature of
economic behavior of the subjects of the markehenty is called the “interim benefits” [2, p.
312].

One way that is important and used in practice valuating the effectiveness of
investments is a discount. It is based on the tfaadt any amount to be received in the future
has a smaller objective of usefulness, becauseuf gut it into circulation and make the
income out of it, then after a year or two it wibht only be preserved but also increased [3, p.
89].

Currently, most common in Western countries andUuhéed States are the following
indicators evaluating the effectiveness of investisiebased on discounting: the method of net
present value, internal rate of return method, ifaoility index, discounted payback period of
investment.

The effectiveness of investments depends on mactpri including the risks and
uncertainties. The fact is that any investmentsiens are de facto under risk and uncertainty.
The consequences of such decisions are usuallgnoetn when the decision is made and the
results can be better or worse than expected. rinudiyire the problem of taking into account
the risk factors and uncertainties is even moreeathien in the agriculture, due to the fact that
due to the specifics of the reproductive process i more risky sector of the economy.
Variability of prices and yields are the main s@srcof risk in agriculture. Changes in
technology, legal, social and human factors alsssaurces of risk.

Usually, under the investment risk one should ustded the probability of incurring
losses or missing profit from investments which arsubject of the measurement. However,
the premium for a risk taken is an additional inegnvhich the investor hopes to gain when he
invests into risky projects compared with projeassociated with zero risk. In the literature
usually the following main sources of investmergkriare distinguished: macroeconomic
instability (high rates of inflation, exchange ratéc.), instability and unpredictability of
economic legislation - political instability at theegional and local levels, unpredictable
climatic conditions of the enterprise , fluctuasoim market conditions, prices, demand for
products, etc. [5, p. 156]. All the above factoraynsomehow affect the purchasing power of
money, and therefore the investment in investmeojepts. However, one should not avoid
risky situations and not give up making risky invesnt decisions, but rather study and
analyze the risk factors and seek to manage thstead.

Meanwhile, various businesses approach risky sitastand solutions in different
ways. In this regard, Professor of Sociology frdwa University of Illinois J. Robinson divides
entrepreneurs into groups on the basis of thetudés to risk [6]. He identifies the following
groups: “those who avoid risks”, “brave”, “adverdts”, “calculators”.

A group of “those who avoid risk” are the most ¢afreentrepreneurs that take into
account the risks. In their decisions they focusttma worst combination of circumstances.
Therefore, if the representatives of this groupsnf@vorable circumstances they lose the
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opportunity to receive additional income. “Bravety the contrary, “take” a lot of optional risk.
Brave plungers are that close to all eyes and ggreat risk, hoping for high returns. Brave
men usually fail because they refuse to take measuo mitigate adverse effects.
“Adventurers"”are entrepreneurs who like risks. édfthey are looking for a chance to take
risks, but most are able to keep control of risthimi reasonable limits. “Calculators” recognize
that they must “take” some risks because it is issfile to move forward. Before you decide
and start some action, they collect information eamhlyze the possible consequences.
“Calculators” are trying to be realistic, to recagnrisks and to reduce them to an acceptable
level. Most American farmers are “calculators”eddt in most of their decisions.

Conclusions

Thus, in evaluating the efficiency of investmenbjpcts one must first analyze and
evaluate all the possible consequences of any dskysions. In the economic literature it is
proposed to use different methods to analyze thle af the project. The most common of
which include: the method of break-even analys@hniéues and dynamics, the method of
adjusting discount rate, the method of determirthrey required rate of return, the method of
accurate equivalents, the method of a sensitivighesis of performance criteria, the method of
scenarios, the method of determining probabilibésoutcomes, the method of a “decision
tree”, methods that use elements of applied gareeryh The choice of a method for risk
assessment and appropriate investment criterigiisghdetermined on a case-by-case basis
taking into account the economic situation of agticral enterprises.
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Annotation

In the article the basic problems of financial amrddit relations in the agricultural
sector of Ukraine at the present stage of developrare revealed and the ways to achieve
effective resource support of agricultural prodscéirough the development of financial
institutions are discussed.
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commercial banks, credit risks.

Tuxonuyk JIL.X. @opmupoBanue 3¢¢eKTUBHOI pecypcHOH NOJAEpPKKH
NPoU3BoOANTENeH CeJIbCKOX03AHCTBEHHOM MPOAYKUMU 4Yepe3 pa3BuTHe (PHHAHCOBO-
KPeANTHBIX OTHOIICHUI B YKpanHe

AHHOTAUMSA

B craTtee pacCMOTPECHbI OCHOBHBLIC HpO6ﬂeMLI (l)I/IHaHCOBO-erL[I/ITHLIX OTHOIIICGHUI B
CENBCKOXO035IMCTBEHHOM KOMIIJIEKCE YKpaI/IHe Ha COBPEMCHHOM J3TallC pa3BUTHS, OIIPCACIICHHBL
Myt  JOCTUKCHUS 3(1)(1)€KTI/IBHOFO peCypCHOTO obecreyeHnss CeIbCKOXO3IMCTBEHHBIX
TOBapOHpOHSBO[[HTeJ’IefI C IOMOIIBIO PA3BUTHUA CUCTCMBbI (bHHaHCOBO-erI[I/ITHLIX yqpemaeHI/Iﬁ.

KnwuyeBble cj10Ba. CEIbCKOXO3SWCTBEHHBIM KOMILUIEKC, CEIIbCKOXO3SIMCTBEHHBIE
MPEeNNPUATHsI, KPeIUTOBaHUS, (UHAHCOBBIA MEXaHH3M, KOMMEpYECKHEe OaHKH, KPEIUTHBIC
PpUCKH.

Introduction

Changes in the financial mechanism, caused by thwrdic development of the
environment and the need for the farm entitiese¢@tlapted to the market conditions, require
new approaches to their credit relations. Curretlkigre is the controversial approach towards
the definition of factors that hinder the developinef these relations and the priorities of farm
entities’ crediting process. One reason for itas an explicit theoretical and methodological
study of these processes along with the practitbark lending to agro formations.

For a long time agricultural complex of Ukraine Haekn operating in the conditions of
low logistical security. Poorly developed creditrket and therefore the lack of funding money
is the remarkable obstacle for its rapid develogm®ne of the most critical problems is the
lack of role of commercial banks in lending to aghural producers. As the result the
potential for the development of agriculture compatannot be used to its fullest.

Under modern conditions, when on the world marketd is a growing demand for
food, an extremely important task is the furthevalepment of domestic agriculture on the
direction of strengthening the material-technicasdy also through the establishment of credit
processes for agricultural enterprises.

Thus, the formation of the effective mechanism doediting agricultural enterprises,
which would be able to meet the high demand inrttagket of crediting agriculture and to
overcome the tendency of low offers on loans by mencial banks, is the priority goal for the
development of agricultural sector.

Statement of research objectives

The purpose of the article is to analyze the maddblems of finance and credit relations
in the agricultural sector of Ukraine at the présstage of its development, to identify ways to
achieve the effective resource supply of agricaltyroducers through the development of
financial and credit institutions.
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Results

One of the fastest growing sectors of the Ukraidaonomy is the banking one, which
demonstrates high numerical growth in the scaldésofctivities and significant impact on all
parts of the economic system. An important rolthaendevelopment of economy in general and
the agricultural sector in particular in Ukraineayd the relations between agricultural
enterprises and banking institutions. The developintd agriculture is impossible without
bank lending, which is ensured by the tendencighetconomic cycle and financial resources
associated with the peculiarities of their circidat[4].

It is clear that agricultural lending is inhererittwhigh risks, which increase even more
through the following specific features: agricutliproduction is seasonal, with the long
production cycle, the time of investment in resestgroduction and reception of products in
most agricultural areas is separated by at leawbBths, agricultural production, despite of
technological progress, is in a strong dependenteclomatic factors (drought, floods,
epizootic, etc.), the existing disparity in prigesot in favor of agriculture and so on.

The objective necessity for crediting agricultueakerprises is due to the existence of
seasonal needs for additional working capital isueimg the continuation of its movement.
With the help of the short-term loan, agricultuesiterprises as the rule cover the difference
between the overall need for financial resources tAeir existing volumes. Thus, the credit
provides stable conditions for economic activityilelacting as the balance feature of financial
resources.

Despite to some progress in the development ofitargdorocess into the agricultural
sector in recent years, lending is still far frdme heeds of the sector and the credit mechanisms
are not perfect, neither in terms of protecting ihierests of borrowers nor the security of
financial institutions providing loans [3].

In addition, during the process of providing baokris there is the lack of knowledge
and experience of the borrowers in order to prgpemtsent the status and capabilities of their
business and to assess the validity of the reqeintsnwhich are put towards them by lending
institutions. On the other hand, due to the inadéglegislation and slowness of the judicial
system, credit institutions have very limited ascts debt recovery, and, consequently, they
compensate high risks of loans by imposing stréfjuirements for borrowers and higher
interest rates.

It should also be noted that by this time mosthe tredit market problems remain
unsolved. First of all we are talking about imprayithe legal framework that governs the
legal, financial and credit relations in the agltigral sector and the further development of
credit institutions. Thus, the questions of landnevehip, undeveloped market of land use,
significant deterioration and moral obsolescencfixetl assets remain unresolved. It is known
that the absence of the market of land preventssiésas the collateral for the loan, which in
turn impedes the development of the long-term legdi

One must also intensify the new forms of credifimghe agriculture which will enable
getting commercial loans without the direct goveemtinvolvement. An example of this
would be obtaining loans which are secured by mastufed products, factoring transactions,
loans by promissory notes and financial leasing.

Now the functions of the credit-deposit servicirighe agriculture in Ukraine are being
performed by unspecialized commercial banks, whighseeking minimal risk of their capital
investment into the agricultural sector [5].

At the same time, examples of successful activitfeforeign banks in many countries
in the agricultural sector indicate that they hdearned to effectively manage their risks.
Among the factors that contribute to this are tiofving:

- the analysis of projects and the solvency oflracaiseholds;

- gradual structuring: from small loans to re-lengliarger reliable borrowers;

- the diversification of loan portfolio;
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- the combination of group and individual lendieghnologies;

- the expansion of activity in remote areas by wagkwvith credit unions

- providing financial services of attracting degssind loans;

- the creation of effective incentives for staffidsorrowers in order to ensure the timely
repayment of loans.

Agricultural producers may prefer the traditionaltares and technologies which are
less profitable, but more reliable and stable ideorto manage risks and minimize them.
However, under the condition of proper encouragérttey can also complement the current
crop of potentially risky cash crops, which willvgi more profit. In addition, budgets of
farmers and small businesses are largely integraithdhe finances of their households, so the
total cost of agricultural production, consumptisogial goals can be directly linked. In many
cases, the bias of the bank employees in regar@stomountable problems of agricultural
crediting has become a disaster, because due dcsithiation this type of credit is either
categorically excluded, or very complicated to reee@nd more expensive [1].

There is a compromise between diversification gpecialization. The access to the
world markets induces producers to implement higbecialized, growing high-yielding
varieties and getting revenue and profit from ecoies of the scale production. Maybe they
will have to use the mechanisms of risk managen®nth as insurance, price stabilization
means, and futures) in practice for diversificationfavor of small scale activities and
transition to a narrow specialization. Non-finahdrsstitutions and government can take an
active part in such risk management in order towgtite investment in the commodity of sub-
sectors and encouraging the inflow of funds fromghivate sector.

Experience of the developing countries also cordfitirat most financial institutions,
including commercial banks, are avoiding cooperatiith enterprises of agriculture. Mostly it
is a consequence of the financial policy of restrigcrisk or poor management. On the other
hand, this experience also suggests that the refbemd well-managed specialized agricultural
financial institutions can provide a favorable astdble credit of commodity production,
processing and trade. These institutions includi$aagricultural development (China, India,
Iran, Indonesia, Pakistan, Algeria, Tunisia, etaiyal banks (in Nigeria, Ghana, Tanzania,
Philippines, Indonesia), financial cooperatives Kianya, Tanzania), rural funds (in Syria,
India, Indonesia) [2].

For these institutions and their customers finagcthe agricultural sector is an
attractive business. Their experience also showatsocial and economic objectives of rural
and agricultural development are best achievedtimatugh charity, but with the help of
financial relations between the institutions aneirticustomers based on commercial principles.

Such entities may advantageously provide commddiys: not as a single service, but
as part of sustainable profitable loan portfolibefefore the limits of credit process are being
gradually expanded, balancing between a purely cential projects and projects of social and
economic development.

Although agricultural credit inherent in the pauter problems of modern agricultural
development, banks can effectively overcome thehes€ institutions have developed risk
management strategies for agricultural credit ahérarural projects [7].

The essence of the strategy of credit risk managefoe agricultural borrowers lies in
their systematic detection and minimization.

Some lessons for the development of domestic fiahneechanism of the agricultural
sector can be taken from the experience of suadedsfeign banks in agricultural
development. These, above all others, are:

- the thought-out and effective financial policathwvorks and promotes innovation;

- the attractive banking products savings and ledtlh appropriate stimulation of
employees, effective system of internal control andervision ensuring high profitability of
rural micro-credit;
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- the poor segment of the population can save, ranal financial institutions can
mobilize these resources with minimal cost;

- if financial services are being provided withatimulation of lending, the demand for
deposit savings exceeds the demand for loans Wittga "plus”;

- the incentives for the timely repayment of credithich work effectively;

- the coverage from the side of the financial insitbn of a huge number of people with
low income combined with competitiveness, breakepeimt, and financial independence of
the bank;

- high transaction costs can be reduced by inargabe amount of loan-able funds [6].

Agricultural development banks in many countries @nable and sustainable providers
of financial services to all segments of the rym@bulation, including the especially poor ones,
fulfilling an important social and economic mission

Conclusions

A lot of factors that effect the development of flw®cess of bank lending into the
agricultural sector can be divided into two groufa&tors that are determined by the specific
features of agricultural borrowers, and the factpwserning the economic and legal relations
of banks and borrowers. Of course, not all facemes equally having positive effect on the
willingness of commercial banks to lend money td@dtural enterprises. Some factors, due
to the specifics of the agricultural businessesoum country, limit the number of credit
portfolio, as well as increase the riskiness ohltbe agribusiness and the related bank loans.

One of the features of crediting agricultural bareos is the significant complexity
analysis and control of business borrowers, comdeetith their diversified activities (each
company has several types of activities: crop stiwek, horticulture, vegetable growing, etc.).

Moreover, taking into account the lack of specialiwith agro technical education in
banking institutions, banks are forced to engagasa®al monitoring of future harvest
(mortgage) agronomists and animal husbandry, wiichieases the cost of bank credit
operations.

The use of future crops and livestock offspringtescollateral for the provision of the
credit increases the credit risk, as the earlyizatidbn of collateral is almost impossible.
Moreover, the specificity provided requires morgivec formation and development of the
market of forward and futures contracts as wethasnsurance market in Ukraine.

During registration of the future harvest the seszof the collateral can usually be done
only after the harvest has been collected. Thusage of adverse weather conditions the non-
assembled yield may die, and the borrower will lnseonly a source for repayment, but also
the collateral that serves as the security forilfinl§ obligations before the bank. Therefore,
taking into account the high dependence of agmmss on natural factors, one of the ways to
minimize the credit risk is insuring the crop.

Ukraine should have the strong agricultural sectarder to address the difficult socio-
economic tasks and goals and ensure the food sectilie system of financial institutions
should contribute to the effective resource suppbagricultural producers and the formation
of new government policy regarding financial radas in the countryside, progressive forms of
financial support of the agrarian sector of econoimmyconsideration with international
experience in this sphere.

In order to achieve this goal it is essential to:

- strengthen political will for legislative reguieh and the creation of appropriate
regulatory framework;

- create and implement an adequate strategy formifig agricultural production;

- create and implement an effective system of fir@mservices provided to farmers,
with branches representing profit centers;

- to provide operational and financial stability;

- to ensure the effective internal control and exdebank supervision
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THE OPTIMAL RATIO BETWEEN THE PRODUCTION AND THE ECOLOGY
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Analyzed the actual state of operation of agric@tyroduction, rural social sphere as
well as state and problems of the environment. ®sed economic mechanisms to ensure
environmental safety in rural areas of Ukraine.
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Anmonos A.B. Onmumanvrnoe coomuoutenue mexcoy npouzso0Cmeom u Koao2uell 8
KOHYenyuu yCmoudugo20 pa3eumusi CelbCKUx meppumopuil

Ipoananuzuposanvt paxmuueckoe cocmosnue QYHKYUOHUPOBAHUS CENbCKOXO3UCT-
B8E€HHO20 np0u360()cmea, couuaﬂbnoﬁ C¢epbl cela, d mdakKkoce cocmosHue u np06]le/l/lbl
oxpydicaioweli cpeovt. Ilpednodicenvl IKOHOMULECKUE MEXAHUIMbL 0OeCneYeHUsl IKOTOSULECKOU
bezonacHocmu cenbCKux meppumoputi Yxpaumul.

Knroueesvte cnosa:. azpapras noaumuxa, npousgoo0Ccmeo, 9K0J102us, NPUpooHas cpeod,
pecynuposanue, CeibCKas Mmeppumopus, CelbCKOXO35UCMBEHHAS NPOOYKYUs, YCMOUYUgoe
pazeumue.

Introduction

At the current stage of the development of Ukeinéconomy one of the main areas of
regulation of rural development is the governmeguiation, based on which the program-
target approach is being approbated and mechamgmssuring sustainable development of
rural areas are being approved.

Overcoming the problems of low efficiency of agiiowal policy, deficit in the
country's budget for social spending, slow formatid rural self-government, distant location
of the farmers from the markets for agriculturadgurcts, limited access to logistical, financial
and information resources requires substantiahgthening of the state influence on rural
areas. Regulation of the rural development diffsignificantly from the regulation of
agriculture, because we are talking not about tidugtry sector, but the component of
territorial organization of rural society, theredoother methods and approaches are required.
Thus, rural areas should be singled out as an erdgmnt object of state regulation.

Analysis of recent research

Significant contribution to the formation of ideabout approaches of managing the
country’s regional development, principles of daegig and implementation of regional policy,
identifying features of regional policy and the ipplof the regions, identifying their subjects
and objects made such leading scientists as Eld&e&, O. Amosha, G. V. Balabanov, P. T.
Bubenko, Z. S. Varnaliy, S. G. Fields, Z. V. Gerashuk, A. P. Golikov, G. K. Provinces, M.
I. Lower, L. M. Zaitsev, Y. Ipatov, B. T. Kliyaneok V. S. Kravtsiv, A. P. Kraynyk, N. G.
Kuznetsov, L. M. Kuzmenko, A. G. Mazur, T. S. Maxim A. Marshall, M. G. Chumachenko,
B. M. Shtulberh, M. D. Yankiv and others. Scierstistho research the development of rural
areas are M. K. Orlatyy, I. V. Prokop, P. T. SabMkYurchyshyn and others.

Statement of research objectives

- To analyze the actual state of functioning iniagtural production, social sphere of
rural areas as well as the state and problemsddrkironment;

- To offer economic mechanisms in order to ensurg@renmental safety in rural areas
of Ukraine.

Results
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Under certain requirements, the agricultural seotakes a significant contribution to
the vitality of rural areas, preserving the agtigrdl landscape and cultural heritage, to the
preservation of agro biological diversity. Agriauk plays a vital role in maintaining the soll
fertility and protection of land against erosiordasther negative effects of natural and man-
made disasters.

Pollution and soil erosionTerritories, which are not affected by human atits,
remain not so much in the world- only 39% of theakarea of the Earth [6, p.. 153].

For example, in the Russian Federation, whose &t is 17.1 million km2, the area
of untouched by the economic activity land is ihilion km2 (41-47% of the total area); in
Canada respectively - 9.98 million km2 and 6.4iomllkm2 (64.1%); in Australia - 6.2 million
km2 and 2.5 million km2 (40.3%); in Brazil - 8,4600 km2 ;and 2.4 million km2 (28.4%) ; in
China - 9.33 million km2 and 1.8 million km2 (19.385 the total area). In Ukraine, whose
total area is 603.5 thousand km2, the area whipheiserved in its natural state is only 50 km2,
or 8.3% of the total area and this margin is vdoge to be critical [4, p. 43].

Nowadays the state of land in Ukraine in generams$e can be described as
unsatisfactory. Agriculture remains extensive wigh very high level of agricultural
development of the territory and, in particulas,ptowedness.

The high rates of tilled soil of agricultural lamchder the circumstances of low yields
indicate the inefficient use of land resources imedeasing of water and wind erosion. In some
regions the level of agricultural tilled soil lareven exceeded 90% (Kirovograd - 95.9%,
Kherson - 94.0%, Cherkasy - 93.6%, Dnipropetrovéi?2 9%, Mykolaiv - 90.8%, Vinnytsia
90, 5%) [5, p.14].

The main changes in agricultural soils are reldatethe mechanical application of a
fertilizer on them. Plowing the soil changes itoffje, destroys its structure, leading to
depletion of the upper horizons by water and wimdsien while agricultural machines
compact the soil. Mineral and organic fertilizesoahave a great influence. They are
sometimes excessive and pollute groundwater arffdcguwater. Particularly it is the case for
developed economies, where intensive technologiesagplicable and fertilizer is being
brought more than 100 kg / ha.

Obtaining high yields is currently impossible withidhe use of different pesticides to
protect plants. Now there is a tendency of redutimiyy use because many pests have adapted
to them. There is also a loss of beneficial soitrobrganisms, contamination of finished
vegetable production and accumulation of harmfubssances in the water, animals and
humans.

One of the main conditions of soil contaminatioonir pesticides is through creating a
less toxic volatile compounds and the reductiomofms of chemical treatment. There are
ways to reduce the volume of processing plantsasyigides without the loss of efficiency:

- A combination of agro technical pesticides wiiblbgical ways of combating pests.
The aim of it is not to completely destroy the pebut to protect the agricultural spices;

- The use of new pesticides. The use of new forhpesticides allows to reduce the rate
of active substance and to minimize soil contannmat

- An application of 2-3 pesticides with varying rhaaisms of action in turn. This
prevents the adaptation of pests.

The low culture of livestock farming leads to arcamulation of huge amount of
manure near cattle farms, which is a dangerousifactcontamination of soil and water. They
pile up a large amount of harmful bacteria whichyrba causative for dangerous diseases -
tetanus, brucellosis, anthrax, tuberculosis andrsth

To particularly dangerous consequences of the iveganpact of humans on earth
belongs accelerated erosion. Under erosion onddshoderstand processes of destruction and
removal of fertile layer of water or wind. Natueabsion occurs very slowly, and the processes
of leaching and soil blowing are balanced by ndtsod. Under the condition of accelerated
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erosion the damage on soil processes many times.faktural erosion processes and human
activities contribute to the economic loss of huray®r, reducing the thickness of which on 1
sm leads to the yield losses of 1 kg / ha. In Wiedor the past 30 years humus content has
decreased by 30%. The situation is being complichtethe fact that for the recovery of the
soil layer with the thickness of 1 cm by naturalved least 100 years are needed [1].

Water pollution.An untreated effluent of agricultural productienane of the sources of
water pollution. Wastewater contains dangerous oteds pathogens, insecticides and
herbicides. This problem provokes worries aboutltheand lives of the population. An
environment is so much polluted that it is impoksitn completely eliminate the infection.
Pesticides and fertilizers used in agriculturalquetion are washed into rivers, lakes, seas with
rain water and become the food for bacteria. Bacteonsume dissolved oxygen in water,
which results the start for a suffocating of fismtreated sewage is appearing into the rivers
and to the sea, which causes diseases, and sometme death of animals and humans.

Unfortunately our state, being in poor conditioms riegards to renewable water
resources, does not implement stringent targetrprnog for the conservation and economical
use of drinking water. It is known that our of &@ter objects in our country, in which hydro
biological and chemical research reveals had besmherno watercourse or lake, which would
correspond to the requirements of the backgrouate sir could be characterized as "pure
water" have been found [4, p. 47].

Despite to the decline in agricultural productievhich led to some reduction in the
amount of the wastewater, water objects of Ukraimee contaminated mainly by nitrogen
compounds, petroleum products, heavy metals (isere&these substances has been recorded
in the basins of the rivers Danube, Dniester, SzattBug, Seversky Donets). Due to an
unfavorable situation in the sphere of public watepply and water conservation, Ukraine's
population is exposed to a risk of various diseasseciated with the consumption of a poor
quality water and products made from fish and emesins, which are being fished in polluted
waters, rivers, estuaries and seas. For water n@igm and efficient use of water in rural
areas the necessary measures should be ensured:

- Provision of rural population with quality drimig water;

- State regulation of water supply;

- Secure and reliable water supply.

Environmental pollution by solid wasteRural areas are polluted by construction,
industrial and household waste; scrap metal, pagckivaterials, glass, most of which are
chemically inert and don't have an ability to sefiize. In the rural area there are 12,254
unorganized landfill of waste, 8,220 unorganizedhgds, which occupy the territory of 4,722
hectares and 2,108 water objects contaminated|luysaste [2].

In Ukraine there are 5,913 villages that have uawizpd dumps of the waste of
industrial, residential and construction matte44, villages where the stations (points) for
fueling cars and tractors are situated; 2,847 gdta with the storage of fertilizers and
pesticides; 1996 villages with contaminated surfaater bodies.

Air pollution. Atmospheric air is polluted by the oxides of cartibe most. The main
"suppliers" of carbon monoxide in the world are th&., Russia, Japan and Germany. Ukraine
pollutes the air relatively a little, but it is ndue to the observance of the environmental
norms, rather the crisis of production in virtuadlly sectors of the economy.

Agriculture in comparance with other industrieslpigs the air slightly. Emissions of
harmful substances into the atmosphere from statjopollution sources in agriculture in 2009
were up to 43.5 thousand tons, which is less tBaroflthe total emissions for all types of the
economic activity - 4448.9 thousand tons [5, p. 18]

But still is the periods of mass introduction ofliieides and pesticides the majority of
the farmers (not to mention the direct perpetratare at risk of harming the health. This
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especially concerns large agricultural enterprisagsking on the base of new intensive
technologies.

Based on all the above, it is clear that agriceltmnakes a huge impact on the
environment, including human health. And the impaety be both positive and (is is more
likely) negative.

Despite the fact that the agricultural productistbased on the use of cultivated plants
and domestic animals administering this branclotsas easy as it may seem. The criterias for
the optimal control are not only the maximizmenttod efficiency of agricultural production,
but also the prevention of environmental pollutitte support of the normal functioning of
natural landscapes.

Sustainable rural development implies the provisibriargeted social mobilization in
social, economic and environmental spheres. Ifstheal development of rural areas should
ensure the uniform growth of positive social indica (living standards, education, health,
etc.), the economic issues of rural areas just baygovide the necessary level of income for
the social functioning of the village. It meanstttieese two areas are complementary between
teach other and there is a direct proportionaltimiahip: a higher level of economic
development leads to a stable quality of life dizens and ensures their fuller infrastructure.
Instead of that, the relationship between economy ecology is inversely proportional: the
rapid development of the economy leads to the enwiental crisis and on the contrary, the
crisis in the economy (such as in the 90s of thedantury) - reduces the anthropogenic impact
on nature: environmental situation improves. Theraction between ecological and economic
spheres of rural areas in a simplified form canubderstood as the relationship in order to
involve natural resources into productive actigtand environmental pollution. That is why it
is very important for the sustainable developmédnucal areas for the optimal ratio (balance)
between the production and the ecology to be found.

The strategy for sustainable rural development showclude mutually agreed set of
economic and environmental measures in order t@aehhe main goal — the optimation of a
sustainable ecological and economic mechanismeofabpective territories.

One of the directions for the salvation of the iemvmental problems in rural areas
should be the integration of environmental policipithe strategy of socio-economic reforms
by the means of developing environmental prograsmgart of the economic and social
development of rural areas.

Targeted environmental programs should be designexiresource-territorial principle,
which will help to generate and evaluate activitées of regarding specific rural and also
resource areas of environmental protection. Whibekimg on the environmental programs for
the rural area primary attention should be paithéomost significant and immediate measures,
which have a significant environmental effect.

Environmental problems can not be separated frarettonomy - they are inextricably
linked. We offer the following economic mechanisofi€nsuring environmental safety in rural
areas of Ukraine:

1. Environmental taxes.For the tax base it is intended to consider tmeunts of
pollution in rural areas. In order to simplify tleelministration of these taxes they can be
included into the price of fertilizers, herbicidggsticides and other resources which are used
in agriculture and are environmental pollutantsvdteies from these taxes should be allocated
to the local budgets and used only to financingrenmental programs.

2. Licenses on pollutiorThis is the introduction of the market quotas tog pollution
in the rural areas. For example the village coumaly sell the pollution limits for agricultural,
industrial, construction, transport, service andeotcompanies operating in its territory or in
the immediate vicinity. If the company has levexkhgs limit, the quota can be out bided from
other business entity. That means that for the emmphat uses new energy and low-waste
technology this is not only the savings of the solstit also additional revenues.
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3. The system of benefits for the environmentallynd production.Among them
separately can be distinguished:

- Higher purchase prices for agricultural produg®wn without pesticides (under the
circumstances of higher income of the populatiemdbmand for such products will expand)

- Tax incentives;

- Accelerated depreciation of capital goods;

- Subsidy for the payment of interest on loans fite implementation of
environmentally sound technologies and acquisitibappropriate equipment.

Besides economic mechanisms of ensuring the emaeatal safety, one must also use
the legal, technical, medical, humanitarian adégitof government influence, which in this
case is beyond the scope of our study. The combmatf these measures is the national
system of environmental safety.

The state system of ecological safety of Ukraineaiset of state measures (legal,
economic, technical, humanitarian, medical), ainadmaintaining a balance between its
ecosystems and man-made and natural loads [3].p. 11

For the realization of the state system of ecokllgisecurity various ministries,
departments, institutions and organizations, andllauthorities should be involved. Based on
the general state of modern ecological and econareithanism for the rural development, we
can conclude that the environmental situation imdie puts an urgent ecological efficiency
and economic development of rural areas on itsdaen

Conclusions

Thus, the relationship between the economy andoggdk inversely proportional: the
rapid development of the economy leads to an enmiemtal crisis and on the contrary, the
crisis in the economy is reducing the anthropogénjgzact on nature: environmental situation
improves. The interaction between ecological andnemic spheres of rural areas in a
simplified form can be understood as the relatignghorder to involve natural resources into
productive activities and environmental pollutioit’'s very important for the sustainable
development of rural areas to find the optimal be¢abetween production and ecology.

Environmental problems cannot be separated fronetiomomy - they are inextricably
linked. Therefore, we proposed economic mechaniEnenisuring an environmental safety in
rural areas of Ukraine. Besides the economic meéshenone must also use the legal,
technical, medical and humanitarian measures t# stfluence.
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ORMBSRNBOCONL 3300MRFO LOIOMABIRML I3ME6MIN3IGH0 FRdMBS>HIM SO
335393XMBILIBOL Ld30MBIdO

PEYgobegao g3mbmdogs aobyymagmos germdomobsioobsgsh, @mdgmmoc
dbmgmomdo bOwswo Bgd30m bosbosmpgds. yemdsgobozool 3GmiEgbo dbme-

oml yggams  Jggybol g3mbmBdogol ggdm dgBse  YHmoghmesdmowgdgemgosl
39olbdmdl s dob Logydggenl Foddmgdols ©s  gododomol 0bdg@bsEom-
bognoboools gommdsggds Foddmowygbl. gl 30miEglbo, oliggg Gmgma ygges
J399b0bomgols, Lods@mggarmlbmgolsidgbsdmgdammdgdmob gohmop  godm§g9390Ls3
Fo®dmImol.

3 Mdo@0boi0s  Mmobsdgdmgg dbmgmombsmgol, gomols dbmog [om-
dmoEagbl ddansgd LRIl Logdhmsdmmolem gimbmdogols gobgoms®gdolbsmgols,
bogoem  dgoagh  dbdog, [To@mdmohgbl  0b@gamodgogamo dbmgaom  g3mbmdogols
bgb@ dbomggdl o sdobmobogg bOwol bogdmbggdl. aenmdsaobsiools 3odm-
dg0do  Jgggobsls gxdm dgBow ofgl dglodmgdamds gooygdxmdglbol  gimbmdo-
3900 dpamdsdgmds s dgobs®hgbml 3bmgdgdbol LEsdomy@Mbs.

dbmgamonl  aamdsmobsizool  30mdgddo  Loob@Ggagbme  doygohbos
hggbo  Jggybol  g3mbmdogydo  dpamds®gmdols asbboangs ws dggoligds, olbimo
06©035@MAOL Lodgomgdom, Gmam@oEss dmngosbo dops 3MmEygddo. Lsjstmgg-
ol 3s®msdgbBol bodogxgdm mgobo ol dgdegabsodom gobdo@@ogl: “dmano-
sbo  dops 3OmEyddo (393) ©Omol  as®ygggsro  3gMompol  aobdsgmrmdsdo
J3994o65d0  Fo@mdmgdygao  Lodmanmm  Lojmbaobs o  dmdbobydgdol  @odgdy-
gdos”. Lobmpspme dowgdgmos, Gmd 393-b bOwolols 0bBEgds 3bmg®gdols
bEobpomBgoo a@mdgangsmosh 3gdomedo. sdpgbow, ols dgodengds  godmygbgdyan
0Jbsb, Amam®3 J3gybol 3bmgmgdol LEsbps®@oli 3b0dgbgermgabo 0bwogs@mmo.

LoJbAo@ol  dmboigdgdol dobgogom, dmenosbo Jops 3BmEyYJdo  gohm
bygao  dmbobemgbg Fangdol dobgogom  obg  aodmoygydgds: 2005F- 14835 599
m@s@o, 2006(- 17635 539 omas@o, 2007§- 23146 599 peasco, 2008(- 2921.1
539 mens@o, 2009F- 24552 599 pmesdo, 2010F- 26230 539 ooesdo, 2011%-
32154 599 powomo, 2012F. (3oGggeo 3god@owo) -758.1 593 @maso.

dognosbo dows 3GmEg]Eol Mgogyg@o bowols dohbggbgdgemo go dgdwga0s:
2005%- 9.6%, 2006§- 94%, 2007(- 12.3%, 2008¥- 2.3%, 2009¢- -3.8%, 2010(- 6.3%,
2011§¢- 7.0%, 2012§. (3ocggemo 33oM@Bsa0)- 6.8%.

d93-0 @ompymgddog LEHOYIHYM>Tdo, Amdgeoi Jodwobsdy Rsligddo s@ols
dodmbsbgmo, 4gg9emoby oo Foano dmeol dGHgFggemosls  ©s  god@Mmdsdo
(17.3%), dg9gy oMol Lobgardfoxnm ddotimggemmds- 11.7%-0m. F@sbL3Im@G0 ©s
353 0B 06dgamds- 10.6%, Lmgmol dgg@bgmds, dgmggbgmds- 9.3%, 3dgbganmde-
6.3%, xobs3gs o LmEosy®o sbdodgods- 6.1% o ©sbo®3gbo womygdo- 21.5%.

dognosbo  dops  3OmEyJdo  odmgopgdgmos  oligm  dohggbgden 9dby,
OMaMA95035> 39@dm  dmbdomgds, 0bgglGoEogdo dobbgl  jodo@sa@o, dJmarosbo
Lobgadfogm  @sbosbodyxgdo  Lodmamm  Lsdmbganls o  dmdbsbymgdsby s
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{dobps gJldm@@o, dmIgaoi megol dbdog Gmaros gJlsm@@obs s 0d3m@E0L
bbgomdol. ogosb gsdmdwoboty, 393-I 3gmomgds o dobo bOs sdmowgdy-
00> 000MMYPEn 06©035@HMO by,

dmgdgao  dohggbgdgemo  Lodgomgdols  agodenggl  dggogsbmm  Jggybol
940bm3oggdo  ggmomemgmdols ©mbg, mydas  Jgggbols  ggmbmdogndo  damds-
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Thilisi Javakhishvili State University. 4 th yedndent

THE IMPROVEMENT OF GEORGIA ECONOMIC CONDITIONS
IN THE PERIOD OF GLOBALIZATION
Summary

In the following topic, there are given some impottindicators to assess the condition of
Georgian economy, such as GDP, unemployment andtionf. For each indicator, in
comparison with previous years' level, we can tyesge our country's economic development
tendencies.
In addition, in topic is discussed general conditaf the business sector, which shows the
number of subjects in this sector, turnover, andnimer of manufactured products and
employers, which enables the progress in the dpwaot of the business sector in Georgia
clearly visible.
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Demetradze Nino
Tbilisi Javakhishvili State University
4 th year student
BUSINESS ENVIRONMENT IN GEORGIA
Summary

Stable and strong business sector is one of the mgmrtant factors that define

counties high living standards and economic comditi Georgia is among those countries that
have started the formation of a free and strongnless environment a few years ago. In recent
years, reforms : new enterprise, customs, taxdégislation, Public Registry update, Large

judicial reform yield the result - The simplifieduginess for start-ups, Increased access to
credit, strengthened investor protections, simgdifitax payment, formation of the Institute of

Business Ombudsman. However, there are lot of prslin the business sector and lots of
complications crops up every day. In presentéidlarthere is discussed the concerns of the

business environment in Georgia.
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Tabatadze Sesili
Thilisi Javakhishvili State University
4 th year student

AGRICULTURE INSURANCE IN GEORGIA
Summary
Georgia is an agrarian country, so agriculture wiarity field for the country. In this

field there are many risk factors and they neeleaeduced. First of all, should be improved
insurance, In order to avoid farmers giving upouftivate the perennial breeds because of
high risks. | built regression models to show howportant is the agricultural insurance. The
model was significant and | made the conclusiomnitha a good reflection of how important is
the agricultural insurance sector for our country.
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THE RULES OF HANDING IN SUBMISSION THE REPORTS TO T HE
JOURNAL “ECONOMISTI”

Scientific works sent to publish should be the itestiindependent research. The work
should guarantee copyrights and should not be shadi in other organs.
An original paper sent to editorial board must gned by the author, and in case of
coauthorship- by all authors, providing names, first names, pmsjtdegrees, titles, full
address, telephone, fax and e-mail.
The paper should be printed by computer with 1,&csm, A4 format, 12 font. The
articles should be sent to editorial board in twited copies together with electronic
version (MS WORD, Georgian text font - AcadNuEnglish text font - Times New
Roman).
Articles are published in succession of their reiogj by the editorial staff. If an artticle is
sent back to the author for revision the data oéirgng the final text is regarded as date of
submission for consideration.
Price of a page 10 $.

The paper not meeting these requirements is nehtéik consideration.

The articles should be sent by e-mail to the addexzonomics_institute@yahoo.com,

tealazarashvili@rambler.ru

Institute managers and editorial staff is ready for collaboration.
For additional information, please, connect to the address: Tbilisi, 14 Kikodze str.,

tel: 293 34 44
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