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The connection between government expenditure and economic
growth: Case study of four Eastern African countries

Abstract. The governments today are concerned not only with performing basic responsibilities but also with promoting
the economic development of their respective countries. The aim of the study was to examine the connection between
government expenditure and economic growth in Ethiopia, Kenya, Tanzania, and Rwanda to provide information for
policymakers on fiscal policy issues. Panel (time-series cross-section) data over the period of 2011 to 2020 was used. A linear
regression model was employed, and a descriptive analysis was carried out. The findings of the study revealed that the four
countries’ economies grew at a fluctuating rate over the study period. Ethiopia had a substantially larger GDP and the lowest
GDP per capita, while Kenya had the lowest GDP and the highest GDP per capita among the nations. Kenya’s GDP per capita
was double that of Ethiopia’s and Tanzania’s at the end of the study period. In addition, the results of the regression mode
show a positive but insignificant connection between government expenditure and economic growth in the four countries
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INTRODUCTION

Economic growth is one of the most important indicators
of a country’s progress in terms of living standards, em-
ployment, and wealth. It denotes the signs of strengthen-
ing general economic conditions. The purpose of a coun-
try’s financial collection is to fund the expenditure of the
government. The governments today are concerned not
only with performing basic responsibilities but also with
encouraging the economic development of their respective
country [1]. Fiscal policy is a key tool for reducing short-
run production and employment fluctuations. Meanwhile,
fiscal policy takes the spotlight in policy debates in both
developed and developing economies on macroeconomic
challenges such as high unemployment, insufficient na-
tional savings, unsustainable budget deficits, and massive
public debt burdens. During the worldwide economic de-
pression of the 1930s, both developed and emerging na-
tions’ government sectors played a critical role in promot-
ing economic growth and development, as recommended
by Keynes. Every economy tries to stimulate economic

Suggested Citation:

development in such circumstances by boosting govern-
ment spending and lowering taxation. These empirical re-
sults, as well as Keynesian theoretical expression, attracted
economists’ and policymakers’ interest in fiscal policy as a
stabilizing influence [2]. Public spending is a key tool for
influencing the long-term viability of government finances
through fiscal balances and government debt. Furthermore,
public spending may be used to achieve additional goals
such as increased output, employment, and redistribution,
all of which contribute to economic well-being. Tax policy,
on the other hand, may be utilized to achieve fiscal policy
goals such as equitable distribution of income and wealth,
efficient resource allocation, and economic stabilization.
Taxes have a variety of effects on economic growth rates,
such as interfering in people and businesses’ saving and
investing, preventing workers from learning new skills, etc.

In developing countries, public spending is critical
to economic growth. Developmental and non-developmen-
tal public expenditures are the two categories of public

Gebreyesus, S. A. (2021). The connection between government expenditure and economic growth: Case study of four Eastern African

countries . Economics of Development, 20(3), 8-14.
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spending. The government’s development spending is
primarily focused on infrastructure, industry, health care,
and educational institutions, among other things. Non-de-
velopmental expenditures are generally maintenance-re-
lated and include things like law and order, defense, and
administrative services, among other things. The influence
of taxes, spending, and budget balance on numerous fiscal
matters such as resource allocation efficiency and factor
accumulation rate are projected to affect a country’s eco-
nomic growth through the effects of government size on
taxation, expenditure, and budget balance [3]. Economic
theory does not always lead to firm findings on the impact
of government spending on economic growth. Most econo-
mists would agree that there are times when lower levels of
government expenditure would be beneficial to economic
growth and other times when higher levels of government
expenditure would be beneficial. If government expendi-
ture is cut to zero, it is likely that economic growth will
be limited since enforcing contracts, protecting property,
and constructing infrastructure will be difficult. To put it
another way, some government spending is required for
the rule of law to function effectively [4]. The expansion of
the public sector together with continued economic growth
has become a commonly acknowledged truth. In this con-
text, Wagner’s law of increasing state activity, which pos-
tulates a long-term positive link between economic growth
and government activity, has gotten a lot of attention. This
nexus is explained by Wagner as a continuous “cultural and
economic growth” in which private economic activity replac-
es state action. In general, empirical research on Wagner’s
law has concentrated on the cross-sectional and time-se-
ries relationships between government expenditure and
national revenue [5]. The effect of government services
on private decision-making in general and, more specifi-
cally, the impact of government expenditure on long-run
economic growth Government expenditure, according to
macroeconomic theory, notably the Keynesian school of
thought, increases economic development. As a result,
government spending is viewed as an external factor that
alters aggregate production [6]. The purpose of this study
is to provide information for policymakers on fiscal pol-
icy issues and a reference for further study in the areas
of the connection between public expenditure and eco-
nomic growth.

LITERATURE REVIEW

According to Keynes economic theory, government ex-
penditure has been proven to be either positive or negative
for economic growth. Many components of public expendi-
tures, especially those that are recurring, can contribute
significantly to economic development through indirect
impacts on aggregate demand, according to conventional
Keynesian macroeconomics. Government consumption, on
the other hand, may push out private investment, reducing
short-term economic benefit and reducing long-term cap-
ital accumulation [7]. Economic system is determined in
diverse ways based on the actors involved in economic activ-
ities and government planning’s history, culture, and con-
nection. As a result, the economic system cannot simply be
classified as a market or a controlled economy. Even market
economies like the United States, the United Kingdom, and
Japan are not fully free of government planning. On the

S. A. Gebreyesus

other hand, russia and China both have planned economies
that incorporate many aspects of the market economy [8].
Public investment in basic infrastructure is a necessary
requirement for the economy to run smoothly. Education
and health-care expenditures have also been demonstrated
to boost human capital creation. However, many econ-
omists believe that public spending is an area where se-
verely ineffective elements might be identified. The role of
government expenditures in attaining fiscal policy goals
of seeking economic development, equity, and preserving
macroeconomic stability has emerged as one of the major
issues facing developing countries. Governments’ major
task in recent years has been to build capital and infrastruc-
tural bases in order to support economic growth and social
well-being for their citizens. As a result, governments have
increased expenditure on social and welfare programs [9].
Although economists, policymakers, and politicians have
long debated the link between government spending and
economic growth, the dispute continues. The debate centers
on whether government size has a positive, negative, or in-
consequential influence on economic growth. On this divi-
sive issue, several schools of thought have reached different
conclusions. According to the Keynesian theory, government
spending boosts economic growth. The more money a gov-
ernment spends, the faster the economy grows [10].

There is a variety of empirical research on the im-
pact of government expenditure on economic growth.
Some empirical data supports the importance of govern-
ment expenditure in economic growth, while others argue
against it [11]. Using the ordinary least square (OLS) and
generalized least square and (GLS) methods, the impact of
government expenditure on economic growth was inves-
tigated. The findings show that effective government ex-
penditure boosts the economy, whereas the economy is im-
peded by non-productive government expenditure. A study
in India by [12] conducted using Simple Linear Regression
found a substantial association between total and sectoral
government expenditure and each of the macroeconomic
indices; the research found that government expenditure
had a significant impact on the country’s economic growth.
The findings of a panel data regression analysis conducted
in eight districts/cities in Indonesia (Baten) from 2010 to
2017 reveal that government expenditure has a positive
impact on economic growth [13]. The impact of govern-
ment expenditure on economic growth in Nigeria from
1970 to 2019 was studied using an Autoregressive Distrib-
uted Lag (ARDL) model, and the study’s findings revealed
that government expenditure had a positive and significant
influence on economic growth [14]. A research [15] exam-
ines how government spending influenced economic de-
velopment in developed, developing, and underdeveloped
nations from 1980 to 2012 using the unbalanced panel
technique. The findings show that government expendi-
ture has a significant positive impact on economic growth
in developing nations but a significant negative impact on
economic growth in developed countries. A research [16]
was conducted on government spending, efficiency, and
economic growth in low-income countries in Sub-Saharan
Africa. The study uses Im-Pesaran-Shin and Fisher ADF
tests to run panel unit root testing. The findings show that
increased government spending stimulates low-income
nations’ economic growth in Sub-Saharan Africa.

9 -.I
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The connection between government expenditure...

MATERIALS AND METHODS

The study used panel (time-series cross-section) data
from Ethiopia, Kenya, Tanzania, and Rwanda over the pe-
riod of 2011 to 2020. A descriptive analysis was conducted
with the aim of providing an overview of the conditions
of economic growth and government expenditure in the
four nations during the period. A linear regression model

was used to examine the relationship between govern-
ment expenditure and economic growth. Secondary data
about the government’s expenditure growth rate, gross
domestic product, and GDP per capita were obtained from
the World Development Indicators of the World Bank
(Table 1, Table 2).

Table 1. GDP (Annual %), GDP per Capital, and Government Expenditure Growth% GDP

GDP growth (annual %) GDP per capital (Current US$) ((;}(;‘;:tn}ﬁﬁn?zﬁe‘; dé;)u;;:

% < o = o < o = o 8 < =] )
| 8B 8| %3 & | B s T B B f G
2011 11.18 5.12 7.67 7.96 354.48 1085.49 781.43 668.50 2.13 2.65 5.30 3.88
2012 8.65 4.57 4.5 8.64 467.08 1271.82 867.86 725.17 -0.26 13.51 13.30 15.78
2013 10.58 3.80 | 6.78 4.72 499.53 1354.82 970.34 722.89 12.33 -2.41 3.72 -0.17
2014 10.26 5.02 | 6.73 6.17 566.93 1462.22 1030.08 743.56 18.04 3.76 6.07 20.71
2015 10.39 497 | 6.16 8.86 640.54 1464.55 947.93 751.08 3.79 13.68 9.57 5.07
2016 9.43 4.21 6.87 5.97 717.12 1525.24 966.50 744.76 13.64 5.29 3.21 9.22
2017 9.56 3.82 | 6.79 3.98 768.52 1633.49 1004.91 772.32 8.30 6.23 1.08 7.36
2018 6.82 5.63 5.44 8.58 771.52 1794.09 1042.84 783.64 3.64 6.98 1.99 5.08
2019 8.36 4.98 5.80 9.46 855.76 1912.65 1085.88 820.15 12.09 6.96 2.35 17.51
2020 6.06 -0.32 | 2.00 -3.36 936.34 1878.58 1076.47 797.86 18.73 4.32 7.38 1.92

Source: [17]
Table 2. Descriptive statistics
N Range Min Max Mean Std. Dev.

GDP Ethiopia growth (annual %) 10 5.12 6.06 11.18 9.13 1.67

GDP Kenya growth (annual %) 10 5.95 -0.32 5.63 4.18 1.69

GDP Tanzania growth (annual %) 10 5.67 2.00 7.67 5.87 1.63

GDP Rwanda growth (annual %) 10 12.82 -3.36 9.46 6.10 3.81
GDP per capital (Current US$) of Ethiopia 10 581.86 354.48 936.34 657.78 184.83
GDP per capital (Current US$) of Kenya 10 827.16 1085.49 1912.65 1538.30 269.06
GDP per capital (Current US$) of Tanzania 10 304.45 781.43 1085.88 977.42 94.77
GDP per capital (Current US$) of Rwanda 10 151.65 668.50 820.15 752.99 43.23

Source: [17]

I.- 10

Table 1 shows that the GDP annual percentage, GDP
per capita, and government expenditure percentage of GDP
were collected from the World Bank data base for further
analysis

RESULTS AND DISCUSSION

The above line graph shows the government expenditure
growth rate as a percent of the annual GDP of the four na-
tions over a period of 10 years (Fig. 1-Fig. 3). The govern-
ment’s expenditure growth rate experienced extremely
fluctuating rate in all nations. The highest government

expenditure growth rate was experienced by Rwanda’s,
20.71 percent of GDP in 2014. Kenya, Rwanda, and Tanzania
showed increases for the first two consecutive fiscal years
2011 and 2012, while Ethiopia’s showed a decline and
reached its lowest rate in 2012. In 2013, the three coun-
tries declined sharply, and Rwanda and Kenya reached their
lowest government expenditure growth rates of -2.41% and
-0.17%, respectively, while Ethiopia’s government expend-
iture growth began to rise substantially. All nations showed
fluctuations in government expenditure and GDP percent
growth between 2014 and 2020.
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The regression analysis result reveals that there is a  growth in all the four nations. Based on this, it can be con-
positive but insignificant relationship with a small and posi-  cluded that government expenditure is not a good way to
tive R square between government expenditure and economic  forecast the economic growth in the four countries (Table 3).

: 11 -II
Economics of Development. 2021. Vol. 20, No. 3



The connection between government expenditure...

Table 3. Regression analysis result

Regression statistics Ethiopia Kenya Tanzania Rwanda
R 0.197 0.230 0.410 0.411
R square 0.039 0.053 0.168 0.169
Adjusted R square -0.081 -0.065 0.064 0.065
Standard error 1.73396 1.74183 1.57292 3.68679
Sig. 0.585 0.522 0.240 0.238
Total number of cases 10 10 10 10

Source: developed by the author

As can be seen from Table 1 and Table 2, the GDP
annual % growth rate, GDP per capita, and government
expenditure growth % of GDP, over the specified periods
of the four countries can be compared. Ethiopia’s annual
GDP growth rate has been remarkable from 2011 to 2015,
with double-digit growth except in 2012 and a peak in 2011
(11.18). However, starting from 2016 to 2020, it exhibits
consistent positive growth, with the lowest achievement in
2020 (6.06), but it is still the leading country among the
four countries over the specified period, and with a mean
value of 9.13, it is ranked among the fastest-growing coun-
tries in Africa. As the case of Kenya, the GDP annual growth
shows an irregular growth pattern, with the highest growth
rate in 2018 (5.63) and the lowest growth rate in 2020
(-0.32) and a mean value of 4.18. In the case of Tanzania,
it shows a relatively stable GDP growth rate with the high-
est achievement in 2011 (7.67) and the lowest rate in 2020
(2.00) with a mean value of 5.87. In the case of Rwanda’s GDP
growth rate, it shows a very fluctuating rate, having achieved
the highest in 2019 (9.46) and the lowest in 2020 (-3.36) with
a mean value of 6.10. On the average GDP growth rate pa-
rameter, Ethiopia, Rwanda, Tanzania, and Kenya placed first,
second, third, and fourth, respectively. The effect of COV-
ID-19, which has a significant impact on economic growth
throughout the world, was shown in all of the nations under
consideration, resulting in the lowest GDP in 2020.

In terms of GDP per capita, Kenya achieved the high-
est in 2019 (1,878.58) and the lowest in 2011 (1,085.49).
Tanzania had the highest GDP per capita of 1,085.55 in
2019 and the lowest GDP per capita of 781.43 in 2011.
Rwanda’s highest GDP per capita was 820.15 (2019) and the
lowest growth rate was 668.50 (2011). Finally, Ethiopia has
the highest GDP per capita at 936.34 (2019) and the lowest
at 354.48 (2011).

According to the World Bank [17], Ethiopia’s GDP
growth rate was among the fastest growing in Africa.
Based on the Worldwide countries’” GDP parameter Ethio-
pia is ranked 60th with 107,645 million US dollars, Kenya
is ranked 64th with 98,843 million US dollars, Tanzania is
ranked 74th with 62,410 million US dollars, and Rwanda is
ranked 143rd with 10,093 million US dollars. The compari-
son made in the present research of the four nations using
the average GDP per capita income parameter, the average
GDP per capita income of Kenya during the study period is
1,538.30, which is the highest average among the nations.
Followed by Tanzania, with an average GDP per capita of
977.42, Rwanda ranked third with an average of 752.99, and
Ethiopia placed fourth with an average of 657.78. Kenya’s
GDP per capita income is the highest among the four
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nations. Tanzania’s maximum GDP per capita income is
almost equal to Kenya’s minimum GDP per capita income,
while the GDP per capita of Kenya at the end of the period
(2020) is greater than double that of Ethiopia and Rwanda.

A country’s GDP per capita is calculated as a coun-
try’s gross domestic product (GDP) divided by its popula-
tion. Ethiopia has the highest GDP but the lowest GDP per
capita. The reason for the situation is that the population
size of Ethiopia is almost double that of Kenya and Tan-
zania and ten times that of Rwanda. Based on the world-
wide income level classification, Ethiopia and Rwanda fall
under the low-income category ($1,045 or less). Kenya and
Tanzania fall under the category of lower-middle-income
economies ($1,046 to $4,095).

The Ethiopian government’s proactive and leader-
ship role in creating socio-economic policies has been at
the heart of the country’s excellent economic and social
performance. The government has been spending exten-
sively on economic and social infrastructure, simplifying
public services, reforming the tax collection system, and
assisting small and medium-sized firms (SMEs), among
other things, in order to make Ethiopia a middle-income
country by 2025 [18]. The developmental state paradigm
has resurfaced as a development option that emphasizes
the role of government and market integration. Ethiopia,
as one of the nations in Sub-Saharan Africa (SSA), has com-
mitted to implementing the developmental state model
by tailoring the ideology to its own circumstances [17]. A
study [16] shows that increasing government expenditure
accelerates economic growth in low-income countries in
sub-Saharan Africa, which is in line with the result of the
study. The findings of [14] revealed that capital expenditure
has a positive and significant impact on economic growth
both in the short run and the long run, while recurrent ex-
penditure does not have a significant impact on economic
growth both in the short run and the long run. According
to [19; 20], it was demonstrated that capital spending had a
positive and significant effect on economic growth in East
Africa which consistent with study.

CONCLUSIONS

From the results of the analysis, all the four nations under
study experienced fluctuating positive economic growth
between 2011 and 2019. However, in 2020, a radical eco-
nomic decline was observed. This phenomenon was caused
by the COVID-19 pandemic. With the exception of 2012,
Ethiopia’s GDP increased by double digits in each of the first
five years of the study period (2011-2015). With regard to
the GDP per capita, it showed an increase in the four nations
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from 2011-2019 and declined in 2020, except in Ethiopia,
which still has the lowest GDP per capita among the four na-
tions. Kenya’s GDP per capita is the highest, while Ethiopia’s
is the lowest among the four nations. Kenya and Tanzania
are middle-lower income countries, whereas Rwanda and
Ethiopia are low-income countries. The results of the linear
regression analysis showed that there is a positive but insig-
nificant relationship between government expenditure and
economic growth in the four respective countries.
Governments of developing nations should use
scarce resources effectively and efficiently to improve the

S. A. Gebreyesus

living standards of their citizens. Academicians should en-
gage in conducting research on the study and come up with
input for policymakers on the implementation of fiscal pol-
icies for the reduction of poverty, innovative technologies,
and employment opportunities. International financial in-
stitutions should support developing nations with the nec-
essary financial aid to promote economic growth. Research
in this area plays a vital role in improving government re-
source management. Further research with a broader scope
and depth should be conducted to address the overall is-
sues in the areas.
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Camyenb Aumnbxa Ne6peiecyc

Edioncbkui yHiBepCcUTET OeprKaBHOI Cry»>Kom
5648, CMC Road, M. Agpaic-Abeba, Edionia

3B’A130K MiXK Alep)XaBHUMU BUOATKAaMU Ta €KOHOMIYHUM 3POCTaHHAM
Ha NpUKaai YoTUpPbox KpaiH CxiaHoi Adpuku

AHoTauia. CyuacHi ypsiau cTypboBaHi He JiMille BUKOHAHHSIM OCHOBHMX OOOB’SI3KiB, ajie i CIpUSHHSIM €KOHOMIiYHOMY
PO3BUTKY CBOiX KpaiH. MeToI0 LOC/TiAsKeHHSI 0y/I0 BUBUEHHST B3a€EMO3B SI3KY MiK lepsKaBHMMM BUIaTKaMM Ta eKOHOMiUHUM
3pocranHsiMm B Ediomii, Kenii, Tansanii Ta Pyanni 3 metotw HagaHHs iHpopmalii o/s1 momiTuKiB 3 muTaHb ¢icKaabHOL
MO TVKM. Bysio BUKOpMCTaHO MaHesbHi (3pi3 yacoBux psifiB) maHi 3a nmepiof 3 2011 mo 2020 poku. 3acTOCOBAHO TiHIMHY
perpeciiiHy Mozeb Ta ITPOBeeHO OIMMCOBMIT aHATi3. Pe3y/bTaT JOCTiIKeHHS ITOKa3asIi, 0 eKOHOMiKa YOTMPbOX KpaiH
MPOTSTOM JOC/TiIKYBAaHOTO Tepiofy 3pocTaja 3 KoaMBaHHSIM TeMITiB. Ediomnist mana sHauHo 6inbuinii BBIT i HaitHMKUMit
BBII Ha pyury HaceneHHs, Tofi sk Kenis mana HaitHvokunit BBIT i HaiiBuumuit BBII Ha mynry Hace/eHHS cepep KpaiH.
Hamnpukinni gocnigkysanoro nepiogy BBII Ha myury HaceneHHst Kewnii 6yB yaBiui 6inbumim, Hixk B Ediomnii Ta TaH3aHii.
Kpim Toro, pe3ynbpraTyt perpeciitHoro MoJeIoBaHHs CBiAYaTh PO HASIBHICTh MO3UTUBHOTO, ajle HE3HAYHOTO 3B’SI3KY MiX
JIlep>kKaBHUMM BMUaTKaMM Ta €EKOHOMiUHMM 3POCTaHHSIM Y IIMX YOTMPBOX KpaiHax

Kniouoei cnoea: BBII, BBII Ha [y1ily HaceJIeHHSsI, perpecisi, BumaTku Ta (ickaabHa MmosiTnka
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Structural trends of international marketing in the conditions of
globalization changes

Abstract. As a result of rapid technological progress and the emergence of new markets and competitors, companies must
adapt their marketing strategies to remain competitive. The primary determinant of international marketing has shifted
towards benchmarking, where companies seek to improve their methods and optimize their operations to increase profits,
which is a pressing issue. The purpose of the article was to conduct a theoretical analysis of the concept of benchmarking
and its meaning in the context of international marketing, as well as to identify new trends in global marketing that have
arisen due to globalization. The theoretical and methodological basis of the article was the works of Ukrainian and foreign
scientists. Methods of scientific abstraction, critical analysis, and abstract-logical methods were used during the research.
The paper investigated how globalization affected the international marketing strategies of companies. It has been proven
that companies must adapt to these changes using new approaches and strategies. The article identifies benchmarking as
a significant trend for a company’s success in international marketing, which allows for identifying areas for improvement
and applying best practices. Other factors influencing international marketing success include market research,
product adaptation, branding, distribution channels, and pricing strategies. The article also analyses the challenges and
opportunities of international marketing, such as cultural differences and access to new markets. The study highlights the
importance of structural trends, such as benchmarking, in determining a company’s success in international marketing.
This methodology also provides insight into the factors that influence international marketing success, the challenges and
opportunities companies face, and the strategies they can employ to succeed in the global marketplace. The results of this
research can be used to develop an international marketing strategy that considers the specifics of different markets and
countries, expand the company’s international markets and develop the company’s international cooperation with other
enterprises, and also to increase the effectiveness of international marketing campaigns and quick adaptation to changes
in the international market
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INTRODUCTION

One of the biggest challenges for companies is breaking
into the global market and maintaining their field leader-
ship. Many companies felt confident within their national
borders, but they have faced increasing competition and
have been forced to look for new catalysts for growth in for-
eign markets [1]. The possibility of companies expanding
beyond their local or regional markets is one of the options
for further development and competitiveness.

Suggested Citation:

Various researchers have discussed the concept
of international marketing in the past. According to
N.H. Tien [2] international marketing is a complex and
multifaceted process involving various activities such as
market research, product development, pricing strategies,
branding, and distribution channels. The primary objec-
tive of international marketing is to identify and satisfy
customers’ needs in different countries while maximizing
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profitability for the company. International marketing is a
complex process requiring firms to make numerous prod-
uct design, promotion, pricing, and distribution decisions.
Cultural distance is one of the factors that firms need to
consider when making these decisions. Cultural distance
refers to the differences between two or more cultures
regarding values, beliefs, norms, and practices. These dif-
ferences can affect how consumers perceive products and
the effectiveness of marketing strategies. Thus, firms must
carefully assess cultural distance when developing their in-
ternational marketing mix.

Since the beginning of 2017, globalization has sig-
nificantly influenced international marketing, leading to
new business challenges and opportunities. According to
Ph. Kotler [3], globalization has created a more competitive
and complex business environment where companies must
adopt new strategies to remain competitive. The authors
argue that companies must be more customer-focused and
adopt a holistic approach to international marketing, con-
sidering all the factors influencing their target markets.

Benchmarking is one of the critical structural trends
in international marketing that can determine a company’s
success in the global market. According to N. Skryhun and
S. Kolodiuk [4], benchmarking can help companies identi-
fy improvement areas and adopt best practices to enhance
their international marketing strategies. O. Shymko [5]
claims that benchmarking is a valuable marketing tool for
trading enterprises to improve their competitiveness in to-
day’s dynamic and challenging business environment.

One more crucial factor that influences interna-
tional marketing success is market research. According
to M. Nukarinen [6], market research can help companies
understand the needs and preferences of their target cus-
tomers and develop effective marketing strategies to meet
those needs.

Product adaptation is another critical factor that can
influence international marketing success. Ph. Kotler [7]
argues that companies must adapt their products and ser-
vices to meet their target markets’ cultural, social, and eco-
nomic needs to succeed in international marketing.

Branding is also an essential factor in interna-
tional marketing success. According to Ph. Kotler and
K. Sarkar [8], a strong brand can help companies build cus-
tomer trust and loyalty, leading businesses to increased
sales and profitability.

Distribution channels and pricing strategies are also
crucial factors that influence international marketing suc-
cess. Ph. Cateora [9] argues that pricing strategies also play
a significant role in international marketing success, as
companies need to set competitive and profitable prices in
different markets.

These authors focus on the importance and need
to identify the determinants of international marketing. At
the same time, more research is required on the formation,
successful analysis, and practical use of data obtained after
benchmarking in a company operating in the global market.

Also, the main disadvantage of these scientific de-
velopments is their isolation. It is necessary to ensure
their interpenetration in several areas. Thus, accounting
is focused on something other than marketing tasks and
trends. Second, the formation, successful use, and im-
plementation of the structure of international marketing
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trends at the enterprise operating in the world market still
need to be studied more. Thirdly, the information technol-
ogy and digital marketing market are constantly changing.
In this regard, it is necessary to monitor various sources
of information, and reports of successful companies in the
market, both large and small, by analysing and considering
the best technologies.

Based on this, the aim of the article was a review of
current structural trends in international marketing and
their consideration, successful combination, and appli-
cation in the activities of an enterprise operating in the
international market; analysis of such a method and tech-
nology for achieving a better competitive position of the
enterprise as benchmarking.

MATERIALS AND METHODS
The research on structural trends of international mar-
keting in the conditions of globalization changes utilized
various scientific methods to analyse and understand the
impact of globalization on marketing trends. Scientific ab-
straction was used to generalize specific observations and
data related to the topic and transform them into broader
concepts. The analysis method was used to break down the
issue into its parts for a better understanding.
Abstract-logical methods were used to create a
framework for understanding the trends occurring in in-
ternational marketing. Critical analysis was employed to
evaluate the strengths and weaknesses of different ideas or
arguments, which helped toidentify critical trends and chal-
lenges in global marketing in the context of globalization.
Moreover, the theoretical and methodological basis
of the article relied on the works of Ukrainian and foreign
scientists who have explored problematic issues in interna-
tional marketing, identified and justified structural trends,
and developed marketing technologies based on economic
theory. The researchers used general scientific and unique
research methods, including empirical, comparative, and sta-
tistical analysis, allowing them to study this issue from multi-
ple perspectives and comprehensively understand the topic.
In summary, a combination of scientific methods
was employed to investigate the structural trends of inter-
national marketing in the context of globalization changes.
Utilizing various methods and considering works by experts
in the field helped ensure a thorough analysis of the topic.

RESULTS AND DISCUSSION

Impact of globalization on marketing activities

The 4Ps of the marketing mix are still relevant, but they
need to be adapted to the global marketplace. For exam-
ple, the product must be designed for international audi-
ences, the price must be competitive in different countries,
the distribution channels must be global, and the promo-
tional messages must be adapted to different cultures [10].
Proposed in the 1950s by N. Borden and later reworked
by J. McCarthy, the “marketing mix” marketing paradigm
gained the most remarkable development and practical
application in the final period of the industrial age. How-
ever, many marketers consider the standard 4P model too
limited for today’s markets, especially when dealing with
international marketing challenges, due to the need to
adapt the firm to the environment of another country and
suggest additional elements [11].
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International marketing is a new dialectically higher
stage of reaction of international market participants
to such processes as frequent changes in the nature and
structure of market demand, its market fluctuations, in-
tensification of competition, increasing and improving the
quality of information support in terms of erasing national
borders, so-called de-localization of the global economic
environment, the constant acceleration of international
transactions of both tangible and intangible assets asso-
ciated with the rapid development of information tech-
nology, as well as strengthening of the convergence and
interdependence of national economies.

Different methods have been proposed to classify
marketing mix. For example, V. Cherenkov discovered ad-
vanced marketing mix concepts: Ph. Kotler’s “Megamarket-
ing” international marketing mix, which has become more
accurate and relevant in today’s company development
in the global market [12]. The great variety of models of
the marketing complex is because there is no perfect and
unique for all companies. Hence, each company chooses its
own, focusing on market positions and strategic goals.

International marketing has some features related
to work specifics in each country [13]. First, it concerns the
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company’s macro-environment, which belongs to the un-
controlled environment. The social and political climate,
cultural values, and level of technological development
can play one of the most critical roles in the success or
failure of marketing activities of organizations in the mar-
ket. Microenvironmental factors demonstrate how ready a
company is to compete in this market and what methods
of competition it can attract and use. Depending on the
macro and microenvironment indicators, the company’s
internal marketing environment can change significantly.

Due to the impact of the environment, in addition to
changes in the company’s personnel policy, there may also
be a structural adjustment of its production capacity, sales
potential, and material financial capabilities. Entering the
world market, the company must be flexible and as efficient
as possible and be ready to adapt to the needs of specific
consumers [14]. It will have to be used along with the mar-
keting approach and elements of quality management, en-
vironmental management, and project management.

The global restructuring of the world, which has
been taking place for the last 20-30 years, could not but af-
fect international marketing. The main factors influencing
its development are presented in Figure 1.

technology

emergence of new
states

crisis of the world
financial and
economic system

development

International Marketing

intensification of

deterioration of the

competition in
connection with
the globalization
of the economy

interdependence of
national economies,
their economic policy

environmental
energy situation

Figure 1. Factors influencing the development of international marketing

Source: compiled by the author based on [12; 13]

Marketing has existed for thousands of years. How-
ever, it has been accelerating in recent years, especially
after the collapse of the USSR and the fall of the “iron cur-
tain”. The term “globalization” was first introduced in the
dictionary in 1961, although the verb “to globalize” was
mentioned for the first time in the Merriam-Webster dic-
tionary in 1944 [15]. The term quickly became one of the
most fashionable words of the time, and it is now used by
politicians, business people, artists, union leaders, experts
in environmental protection, sociologists, and economists.
Globalization has brought about many changes in the
business environment, the most important of which are
the emergence of new opportunities and threats. Further
possibilities include the increasing potential for market
expansion, a rising number of potential clients, increased

investment potential, and resource availability. Threats in-
clude increased competitive intensity and difficulty fore-
casting the business environment due to its complexity
and dynamism.

Since marketing is a highly dynamic domain strongly
connected to the dynamic world, it has not been unaffected by
globalization [16]. Although not all companies are interested
in expanding to the global market, companies are nonetheless
affected by globalization in two ways. On the one hand, they
compete with companies that extend beyond national mar-
kets. On the other hand, (to a lesser extent) the consumers’
demand in a market can migrate to another market.

The globalization process has had a profound impact
on marketing activities [17]. The main effect of globaliza-
tion has been to standardize products, prices, distribution
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channels, and promotional campaigns. This has been done
in the belief that companies can treat the world as a single
market and that the differences between different markets
or market segments need to be more significant to justify
adapting the marketing mix elements to the requirements
of these markets. As a result, internationalization has be-
come the dominant marketing mode in the globalization
era. In the context of internationalization, it is widely used
that market segmentation and marketing strategies are
tailored to the cultural, regional, and national peculiarities
of the segments identified. Once market segmentation oc-
curs, marketers start grouping regions or countries accord-
ing to different criteria, such as cultural, social, political,
economic, and technological and develop marketing strat-
egies tailored to these groups of countries or regions.

A globalization strategy can generate essential
economies of scale by standardizing operational market-
ing, packaging, and communication [18]. Speed to market is
also a benefit, as globalized firms centrally plan and organ-
ize new product introductions worldwide within less than
one year. A globalization strategy can also create a unique
worldwide brand name and brand identity for the global
company. This advantage significantly reduces communi-
cation costs by targeting the same segments of consumers
in all markets, using the same product concept. Market ex-
pansion is a possibility, which could lead to a significant in-
crease in sales volume. Finally, access to new resources and
sources of financing are benefits of globalization. However,
globalization has also brought several benefits not only
for organizations but also for consumers and countries as
a whole. For example, globalization has helped increase
competition, leading to lower prices and improved quality
of products. Globalization has helped to spread democracy
and human rights around the world.

In addition to the benefits to organizations dis-
cussed above, globalization has some less favourable ef-
fects. The negative impact of centralization is that it can
slow down some marketing decisions (prolonged reactions
to local competitors’ actions or specific local consumer
problems). The insensitivity to local markets and lower
responsiveness because marketing managers from com-
pany headquarters have fewer contacts with local markets.
The danger of developing too standardized products that
align with some consumer needs. High-risk management
because a portfolio of brands constituted of a majority of
global brands is more vulnerable (a problem arising in a
local country on a global brand is rapidly made public and
can be communicated to the whole world within a few
hours or even minutes).

There are several disadvantages to globalization
from a consumer perspective. The first is standardization,
which can lead to a decrease in customer satisfaction. This
is because customers may have fewer choices than before,
and they may be unable to find products or services that
meet their specific needs. Another disadvantage is the loss
of identity and national culture. This can happen when a
country becomes too reliant on foreign products and ser-
vices, and its industries and culture start to disappear.

Types and functions of benchmarking
The term “benchmarking” comes from the two Eng-
lish words “bench2 (level, height) and “mark” (score);
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respectively, “benchmark” translates as “reference score”,
“height score”, “starting point”, and “benchmark”. etc. In
Japanese, “benchmarking” is etymologically related to the
word “dantotsu”, which means “the desire to be better, to
become even better than someone”. R.C. Kemp, a bench-
marking leader in Xerox Times, describes benchmarking as
“a continuous search for solutions based on industry best
practices and processes (enabling best practices) that ena-
ble the company to excel” [19].

Benchmarking is a continuous process that discov-
ers, studies, and evaluates the best in other organizations
to use knowledge in their organization’s work [20]. Thus,
benchmarking is comparing your activities with the best
companies in the market and the industry with the subse-
quent implementation of changes to achieve and maintain
competitiveness. The most crucial part of benchmarking is
using information obtained as a guide to action or, in other
words, to implement change and improve the situation to
achieve the highest standards, usually called best practices.

Benchmarking as a tool for market analysis began to
be used by companies in the second half of the XX century.
Rank Xerox was one of the first to use this method during
the crisis in the late 1970s [21]. Then the company lost a
significant market share, giving way to Kodak, Canon, and
others. Rank Xerox compared its performance with compet-
itors regarding production costs, copier assembly method,
customer satisfaction, and so on to restore its former com-
petitiveness. This has helped the company to optimize
business processes, including reducing distribution costs
and becoming a leader in its segment of the copier market.

J. Grayson [22], head of International Benchmark-
ing Clearinghouse, identifies the following reasons for the
popularity of benchmarking:

il global competition. In the era of business globaliza-
tion, companies are aware of the need for a comprehensive
and detailed study of the best achievements of competi-
tors and the further use of information for their survival;

il a reward for quality. Competitions for the title of
leader in the quality field, held at the national level, are
becoming more widespread. An obligatory condition for
participation in them, in addition to the demonstration by
companies — participants in the competitive advantages of
products produced by them, is the application of the con-
cept of benchmarking;

il the need to adapt and use world achievements in
production and business technologies. To stay caught
up to their competitors, all companies, regardless of size
and field of activity, must constantly study and apply best
practices in production and business technologies.

As with any study, the goal will be successfully
achieved if the objectives of benchmarking are clearly
defined.

Among the main ones are the following: analysis of
the company’s resources and search for potential, analysis
of competitors and search for market leaders, comparative
analysis with the benchmark company, analysis of bench-
mark practices and finding ways to achieve them, stream-
lining strategy according to sample experience [23].

Given the broad scope of benchmarking, it is helpful
to understand the methods of its implementation further
and identify different types and sub disciplines that are
part of the reference comparison. It is common to define
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benchmarking as comparing an organization with the best
companies in the market or industry and further imple-
menting change to achieve and maintain competitiveness.
This approach emphasizes the existence of two separate

Cognitive:
search for innovations and
introduction of know-howin
business processes

K. Korsunova

stages in benchmarking. If, at the first stage, the work is
aimed mainly at obtaining information, the second is related
to implementing changes and is therefore no less important.
Highlight the main functions of benchmarking in Figure 2.

Analytical: identification
of strengths and
weaknesses

Functions

Sales:
an action plan to
improve sales and
pricing policies

Research:
search for standards,
selection of indicators,
analysis, comparison

Figure 2. Benchmarking functions

Source: compiled by the author based on [16; 17]

Given the broad scope of benchmarking, it is help-
ful to understand the methods of its implementation fur-
ther and identify different types and sub disciplines that
are part of the reference comparison. Benchmarking is
commonly defined as comparing an organization with
the best companies in the market or industry and further

implementing change to achieve and maintain competi-
tiveness. This approach emphasizes the existence of two
separate stages in benchmarking. If, at the first stage, the
work is aimed mainly at obtaining information, the second
is related to implementing changes and is therefore no less
important. Highlight the main subspecies listed in Table 1.

Table 1. Subspecies of external benchmarking

Sectoral (or functional) Comparison of companies from one industry
Strategic Comparison of successful strategies, analysis of strengths and weaknesses of partner companies.
Competitive Comparison of your company’s activities with competitors.
Synergetic Implementation of positive experience in any relevant field.

Source: compiled by the author based on [20; 21]

Another important aspect of benchmarking is its
gradual transformation into a continuous process. Al-
though benchmarking takes the form of individual pro-
jects, these projects follow one another, providing com-
panies with constant learning and self-improvement. This
phenomenon has only accelerated with the advent of so-
cial media, significantly reducing the cost and time of each
benchmarking cycle.

It is also essential to dwell in more detail on the mar-
ket of consumers of goods and services, to highlight similar
characteristics and features. Particular attention will be
paid to such a phenomenon as the “theory of generations”.
This theory was developed by American scientists N. Gove
and W. Strauss [24].

Economics of Development. 2021. Vol. 20, No. 3

Generations are groups of people who were born in
the same period and grew up in similar conditions. People
in each group show identical characteristics, values, and
preferences [25]. It is important to remember that at the
individual level, everyone is different. But if we look at peo-
ple through the prism of generations, we can get a helpful
sequence that will help to communicate, work, motivate,
and attract people of all ages.

It is interesting to consider the three main genera-
tions directly shaping the consumer market and describe
their main behaviours. Of course, they can be attributed to
certain groups only by age. Still, if we consider the domes-
tic market and the foreign, it is necessary to view events
that affect generations (Table 2).
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Table 2. Theory of generations

Name of generations Time Characteristic L1027 (D T2 0 LTTed A
strategy
Fully integrated into the labour market, paying their
taxes, and working to create and improve their careers; .
value the balance between work and personal life; time Focus on products and services
Generation X 1965-1980 . . ’ that benefit society and the
has a higher value, not money; the first witnessed the environment [17]
introduction of the Internet, gadgets, computers; share :
the company’s philanthropic values.
Grown in a highly competitive technological world, To emphasize the
Generation Y or flexible to change, online 24 hours, ambitious, environmental friendliness of
. . 1980-2000s A . L , .
millennials unconventional thinkers, for personal self-realization the company’s brand and its
is very important [18]. products or services.
Lack of discrimination in society and the media R .
. To emphasize individuality and
. grew up in different structural groups and blurred .. .
Generation Z 2000s — now . X 2 . . freedom of choice in marketing
gender roles; do not imagine their lives without social A
.o . strategies.
networks; nothing is impossible for them.

Source: compiled by the author based on [22; 23]

A generation change occurs every 20 years, and now
is the time for a change. Of course, some companies contin-
ue to work according to the usual, unified schemes, as they
know their target consumer. Others, in turn, understand the
importance of change and engage the younger generation,
aware of the trends of differences in market segments, cre-
ating a prosperous future for their companies and brands.

Analysis of proposed new structural trends in interna-
tional marketing

Renewing the solvent audience of the international market
creates recent structural trends in international marketing.
Consider the most current and most important of them:

1. Strengthening the social mission of the business.
Every company needs to articulate its values and mission.
It has become clear to many companies that “doing good”
can be different from the competition. So many companies
began to donate part of their profits to charity and publicly
declare it [26]. The actions of companies in this direction
must be justified and correlated with the areas of appli-
cation of their participation in projecting their corporate
values. It is essential to fight not for publicity and demon-
stration of “good deeds” but for the relevance of projects.
For example, in February of this year, Amazon founder Jeff
Bezos announced the launch of a fund, “Bezos Earth Fund”,
aimed at combating global climate change on the planet,
the starting budget of which was $ 10 billion [27].

2. Emphasis on three core values: humanity, en-
vironmental friendliness, and sustainability. Any severe
economic crisis at the state level creates in most people
psychological depression, insecurity, industrial throwing,
and the desire to anticipate the principles that can lead
their business on the path to recovery and overcoming the
post-crisis state. And as society develops priorities for car-
ing for the environment and spreading standards of a ser-
vice culture as part of the company’s business model, com-
panies’ humanistic approach to customers, environmental
friendliness, and sustainability will be significant trends
for business and marketing if development is the goal.

3. A new look at lifestyle. Lifestyle has changed, we
shop online, communicate online, and play sports online,
and most of our lives are concentrated online. Now not
only programmers and people who have worked outsourced

I.- 20

spend their working day at home, but also people from
other fields. House was transformed from a place of rest
into a work office and an entertainment room, influencing
the more meticulous choice of housing, interior, and
lifestyle in general. As some of the entertainment became
inaccessible, a lot of online entertainment and the same
video games appeared. So, in the previous year, there was
a global economic breakthrough — revenues from video
games for the first time exceeded revenues from sports and
cinema. Many values have shifted, and people are gradually
getting used to the new living conditions and may remain
true to their habits even after all the lockdowns. This means
adapting their products and services to the new reality for
businesses. It is necessary not only to transfer business
from the world offline to online but also to consider the
convenience of purchase, logistics, and speed of delivery.

4. Digitalization is the main direction of innovative
development. Digitalization is a new term (transition to
digital communication, recording, and data transmission
using digital devices) [28]. On the one hand, the pandemic has
caused significant losses for both large and medium-sized
small companies and enterprises. Still, on the other
hand, it has become a powerful impetus, an accelerator
of change. Many companies have been forced to digital-
ize their logistics and communication processes. It turned
out that even signatures could be digital, eliminating the
bureaucratic red tape.

5. Mobile market. Nowadays, it needs to focus not on
adaptive sites or sales but on new features of social plat-
forms (Facebook, Instagram) that provide direct sales [29].
There is already an infrastructure for their implementation:
online payment, delivery, and legal aspects. Much shopping,
browsing content, games, and other entertainment now falls
on smartphones. Brands must do their best to optimize their
services, websites, and advertising for mobile devices.

6. Video communications, live broadcasts. Video
broadcasts are becoming a priority for social platforms to
keep users’ attention on the platform and advertising sales.
Because the modern user has access to almost unlimited
content, but their time is limited, they will pay attention
only to advertising that can capture them from the first
second [30]. The successful video is short, attractive, con-
cise, and straightforward.
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7. Augmented reality (A.R.) [31]. When people could
not travel freely or visit cinemas, theatres, or museums, the
most creative marketers introduced new trends to enter-
tain people during the pandemic. For example, museums
located in different parts of the United States have exhib-
ited their world-famous collections on the Internet, which
could be visited by anyone from around the world. This
caused a positive public response.

8. Gamification. The introduction of the principle of
the game over the past two years has been tested not only
online but even offline to attract customers [32]. Current-
ly, an exciting and effective advertising tool is interaction
with the consumer in the form of a game (various surveys at
checkouts in supermarkets, which are displayed on screens,
and after choosing the answers, buyers include a positive
video with advertising).

9. Facial coding - provides information on how peo-
ple will react to your video and allows you to avoid spend-
ing money on “failed marketing” [33]. Nowadays, automat-
ed face coding (AFC) based on machine learning algorithms
and webcams has appeared. The system reads information
units, interprets them, and publishes an analysis of human
reactions. This has led to the spread of technology in many
sectors, including Facial coding. This information about
spontaneous, unfiltered viewers’ responses to visual con-
tent provides much data for analysis.

10. Individualism. Every buyer dreams that the
thing he bought is unique, unlike millions of others. This

{ Complexity J

{ Purposefulness

J

K. Korsunova

is a modern world where everyone wants to stand out, and
manufacturers are trying to support it. Changes in the aes-
thetic and creative preferences of consumers are observed
in a variety of industries. When choosing, for example,
clothes, all buyers want an original design, style, exciting
colour solutions, and elegant packaging [34].

Highlight the most important thing. For these trends
in international marketing to be effective, it is necessary to
pay special attention to targeted communication with con-
sumers, namely the adaptation of content, messages, and
channels to the needs of the target audience by age groups
and generations; narrow market segmentation — hyper per-
sonalization; creation by companies of interactive content
and advertising format, use of games; a trend towards in-
dividuality, environmental friendliness, and consumer in-
volvement in the process of developing goods, products, and
services; flexibility in obtaining data; collaborations with
international brands; active introduction of new features on
social platforms (such as Shops on Instagram/ Facebook) in
your marketing.

These are not all marketing trends. The modern
world is marked by the extraordinary development of tech-
nology, the Internet, the latest, modernized production
technologies, and marketing is not far behind this move-
ment. It is also developing in the same direction and im-
proving its consumer interaction.

Highlight the main parameters of the international
marketing system in Figure 3.

[ Iterativeness J

Mobility J

—7

High response rate

Figure 3. The main parameters of the international marketing system

Source: compiled by the author based on [30; 31]

In the modern international marketing space, there
are a variety of directions, trends, and tendencies. The ar-
ticle presented and analysed the most relevant, which is
usually impossible.

The modern person wants to get everything quickly
and easily. They strive to have new emotions and expe-
riences and non-standard approaches in communication
with brands. For companies and enterprises to expand
their influence boundaries, attract more loyal consumers
of goods and services, make more profit, and influence de-
mand, they need to understand and apply structural mar-
keting trends.

In this research on the structural trends of inter-
national marketing in the conditions of globalization
changes, some commonalities and differences were found
with the results of other authors. M.R. Czinkota and
I.A. Ronkainen [13] also noted that globalization has created
a more competitive international business environment,
and companies need to be more innovative and flexible in
their marketing approaches.

T. Levitt [16] discussed the challenges of standard-
ization versus localization in international marketing.
Balancing global and local marketing efforts to succeed in
the international marketplace was also emphasized. While
some authors focus on the role of culture and cultural
differences in international marketing, this research dis-
cussed the impact of globalization on consumer behaviour
and the need for companies to adapt to changing consumer
preferences to succeed in the global marketplace.

M.V. Vilkina and O.V. Klimovets [31] also argued that
A.R. can provide a unique and immersive experience for con-
sumers that can positively impact their engagement with the
brand and their attitudes towards it. Moreover, A.R. can be a
valuable tool for marketers to create a memorable and en-
gaging brand experience, build brand loyalty, and drive sales.

C. Santos Pereira [28] highlighted the importance of
digitalization for firms seeking to expand internationally.
Key areas where digital technologies can provide a com-
petitive advantage, such as supply chain management, cus-
tomer engagement, and data analytics, were identified. It
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was also concluded that digitalization is a significant and
ongoing transformation that will continue to shape the in-
ternational business landscape for years to come.

Y. Dwivedi [34] accentuated the growing importance
of digital marketing in international marketing. It also
discussed the need for companies to integrate traditional
marketing approaches with digital marketing to reach their
target audiences effectively. And one more critical thought
by O. Shevchenko: when using benchmarking, an organiza-
tion can assess its performance, compare it with its leaders
and competitors, and identify areas for improvement for its
development [22].

Overall, these research findings align with and build
upon the works of authors in the field of international mar-
keting listed above while also bringing a unique perspec-
tive on the structural trends occurring in the area due to
globalization changes. The article presents a unique per-
spective on how the structural trends of international mar-
keting are evolving due to globalization changes, which
have led to increased competition, innovation, and oppor-
tunities for businesses operating on a global scale.

Moreover, the research uses benchmarking to identify
best practices and strategies for firms to adapt to these struc-
tural trends. This approach helps firms to benchmark their
performance against competitors, identify best practices,
and develop strategies to improve their competitiveness.

By combining benchmarking with a unique perspec-
tive on the structural trends of international marketing,
the article provides a valuable contribution to the field. It
offers a practical approach for firms to adapt to the chang-
ing global landscape and compete effectively in the inter-
national market.
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KaTepuHa lIOpiiBHa KopcyHoBa

XapKiBCbKMM HaLLiOHANbHMI EKOHOMIYHKMM YHIBepcUTeT iMeHi CeMeHa Ky3Heuda
61166, npocn. Hayku, 9A, M. XapkKiB, YKpaiHa

CTPYKTYPHi TpeHAU MDKHapoOAHOro MapKeTUHry B yMoOBax
rno6anizauinHuUX 3MiH

AHoTauif. B pe3ynbraTi MIBUIKOTO TEXHOJIOTiYHOTO IPOTpecy Ta IOSIBM HOBUX DMHKIB i KOHKYPEHTiB, KOMIIaHisIM
IOBOIMUTHCS AN TYBATV MAPKETUHTOBI CTpaTerii, 06 3a/IMIIaTUCS KOHKYPEHTOCTIPOMOXKHUMM. OCHOBHU BU3HAYATbHUI
(dakTop MiXKHAPOTHOTO MApKeTMHIY MePeMicTUBCS B 6iK 6eHUMapKiHTY, KOJIM KOMITaHii MParHyTh BOOCKOHAIUTY CBOI
METOAY Ta ONTMMi3yBaTy CBOIO AisUTbHICTb JJ1s1 30i/IbII€HHS TPUOYTKY, O € aKTyaJIbHUM MATAaHHSIM. MeTolo CTaTTi 6y/10
MPOBEIEHHS TEOPETUYHOTO aHali3y MOHSTTS OeHUMAapKiHTy Ta i10ro 3HaUeHHs B KOHTEKCTi MiXKHapOAHOTO MapKeTHHTY,
a TakoXX BUSBJIEHHS HOBMX TEHAEHIi/l y MiKHApOZHOMY MAapKeTMHTY, SIKi BMHMKJIM B De3ylbTaTi Mmobamisarii.
TeopeTMKO-MeTOLOMIOTiYHOI0 OCHOBOIO CTATTi CTaAM Ipalli YKpaiHCbKUX Ta 3apy6iskHMX BueHUX. I1if yac qociigykeHHS
BMKODUCTOBYBAINCSI METOIM HAyKOBOI aGCTpaKiii, KpUTUIHOTO aHAIi3y Ta abCTPaKTHO-JIOTiuHi MeTogu. B crarTi 6yino
JOCTiIKEeHO, SIK I7106asisallis BIUIMHY/IA Ha MiKHApOIHi MapKeTUHTOBi cTpaTerii KoMmaHii. JJoBeleHO, 1[0 KOMIaHii
TOBMHHI aJanTyBaTMUCS [0 IMX 3MiH, BUKOPMUCTOBYIOUM HOBI migxonu Ta crpaTerii. ¥ cTaTTi BUSHAYEHO MOPiBHSIBHUIL
aHaJli3 SIK BaXKJIMBY TEHAEHIII0 IJIS1 YCIiXy KOMIIaHii B MiXkHapOIHOMY MapKeTHMHTY, sika Ja€ 3MOry BM3HauaTtu chepu
BIOCKOHAJIEHHSI Ta 3aCTOCOBYBAaTM HalKpalli MpakTUKM. IHIN ¢akropu, SIKi BIVIMBAIOTh HA YCIiX MIKHApOZHOTO
MapKeTUHTY, BKIIOUAIOTh TOCTIIKEHHS PUHKY, aJamnTallilo MPOAYKTY, OPEeHAVHT, KaHaIu PO3MOALTY Ta CcTpaTerii
LiHOYTBOPEeHHSL. B cTaTTi TakoX MpoaHasi3oBaHi BUKIMKY Ta MOXKIMBOCTI Mi’KHaPOJHOTO MapKeTUHTY, TaKi K KYIbTypHi
BiIMiHHOCTi Ta JOCTYN [0 HOBMX PMHKIB. B mocmimkeHHi MigKpecieHO BaXKIMBICTh CTPYKTYPHMUX TeHAEHIIiN, TAaKUX SIK
6eHUMAapKiHT, Y BU3HAUEHHi YCITiXy KOMIaHii B Mi>KHApOJIHOMY MapKeTuHTY. LIS MeTOmOJIOTisl TAKOX A€ YSIBIEHHS PO
(dakTopu, SIKi BIVIMBAIOTh Ha YCITiX MiskHAPOJTHOTO MapKETUHTY, BUKJIMKY Ta MOXK/IMBOCTI, 3 IKUMM CTUKAIOThCSI KOMIIaHii,
i cTpaterii, sIKi BOHM MOXYTb 3aCTOCYBATH, 1[06 JOCITTH YCIIiXy Ha INI06ATbHOMY PMHKY. Pe3ybTaTi 1[bOTO SOC/TiIKEHHS
MOXYTb OYTM BMKOPMCTaHi IS pO3pOOKM MiKHApOZHOI MapKeTMHIOBOi CTpaTerii, [0 BPaxoBye OCOOIMBOCTI pi3zHMX
PMHKIB Ta KpaiH, AJjis1 pO3MIMPEHHS Mi’KHapOOHUX PUHKIB KOMIMAaHii Ta pO3BUTKY MiXXHApOAHOI CHiBIpali KOMIaHii 3
iHIIMMM HiATIPUEMCTBAMM, a TAKOXK /IS MiABUILEHHS e(DeKTUBHOCTI MisKHApOIHMX MapKeTMHIOBMX KaMIIaHii i MBUIKOL
ajanraii 0 3MiH Ha Mi>KHapOJHOMY PUHKY

KniouoBi cnoBa: iHTepHalioHasmisanisi, migkuTaaizallis, JOMOBHEHA peasibHICTh, reiiMidikallis, KomyBaHHSI 00aMYus,
O6eHUMapKiHT
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Abstract. The problem of the quality of specialists training and the issue of financing the training of higher education
seekers in Ukraine at the expense of budget funds and the funds of individuals and legal entities are examined. The
purpose of the study is to identify ways to increase the efficiency of the use of budget funds to finance the training
of students while ensuring the proper quality of this process. During the research, the Data Science toolkit has been
used to work with large arrays of Big Data information. In combination with the application of a set of empirical
methods, the research enables to put forward a hypothesis about the existence of an irrational distribution of budget
funds among higher education institutions (HEIs) to finance the training of students in certain specialties. The article
reviews the dynamics of the development of the network of HEIs of Ukraine during the period of independence of
state-owned, communal and private forms of ownership and departmental subordination. A comparative analysis of the
network structure in relation to the number of higher education seekers has been carried out in comparison with the
corresponding structure of the network of educational institutions in European countries and in the USA, which confirms
the relevance of the optimization of the network of HEIs and its structure. The presence of artificially created HEIs,
which are subordinate to individual ministries and state services with privileged operating conditions, gradually reduces
the quality of training in the absence of internal competition, which leads to a gradual decrease in the efficiency of the
use of budget funding. The work quantitatively substantiates the state’s financial losses from the irrational distribution
of the state order among HEIs for the training of specialists with higher education. HEIs with a high proportion of
incomplete groups, that are unable to ensure high quality of specialist training, are unable to attract external sources
of funding for specialist training as a result of non-competitiveness in the market of educational services, are only
spending budget funds without proper results. According to the research results, generalized optimization criteria of
the network of HEIs of Ukraine are proposed, which can be used by the governmental bodies of Ukraine
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INTRODUCTION

The desire to enter the world economic space and the glo-
balization processes that exist in the world, do not bypass
Ukraine and influence the trends of economic relations.
The levelling of barriers, the free movement of capital,
the movement of resources of all kinds, the wide spread of
digital technologies and artificial intelligence have led to
the transformation of the labour market. There is a radi-
cal change in the requirements for specialists in various

Suggested Citation:

specialties, their competencies, their readiness to work
in conditions of rapid changes. New requirements are
designed to ensure the proper quality of specialist train-
ing. Providing the labour market with in-demand highly
qualified specialists, who meet not only modern require-
ments, but are also ready to work in the conditions of a
new type of economy, is one of the important tasks of the
state government.
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The training of specialists is carried out through
an educational network, which includes different levels
of educational institutions, a heterogeneous structure of
subordination and financing of educational activities. The
existing discrepancy between the demand for specialists
of certain specialties and the requirements for them, the
offers available on the labour market, the discrepancy be-
tween the level of training and the unwillingness to active-
ly participate in the economic relations of a certain number
of graduates of HEIs (higher education institutions) after
receiving diplomas, indicate the need for an urgent solu-
tion to the specified problem. The inability of some HEIs
to respond promptly to modern challenges, to the change
of the environment, and inability to provide high-quality
training of specialists determines the need to reorganize
their activities. The effectiveness of the educational system
of Ukraine is determined by a combination of factors. On
the one hand, the results must be evaluated. How quickly
graduates are included in active economic relations, in the
processes of creating GDP (gross domestic product), how
well they meet the modern demands of the economy, how
quickly they can adapt to changing conditions, what pos-
itive effect they can create for the economy. On the oth-
er hand, the cost component is evaluated, namely, what
resources and in what amount were spent to achieve the
specified effect. It is the optimal ratio of spent resources
and the obtained result that becomes the basis for deter-
mining the efficiency of resource usage. The presence of
disproportions in the labour market in combination with
constant requests to increase the amount of funding deter-
mines the need to optimize the network of HEIs of Ukraine.
Taking into account the world trends regarding the crea-
tion of large scientific and educational centres, the merger
of universities [1], while preserving a group of small insti-
tutions with specific, unique features, it is advisable to con-
sider the main directions of optimization of the network of
HEIs of Ukraine, including those caused by their merger.

In modern conditions, the study of higher education
financing is of particular relevance. The main sources of
funding for the activities of HEIs of Ukraine are budget
funds through the general fund, as well as funds from in-
dividuals and legal entities that fill the special fund. In
the work of O. Komarova [2], an analysis of the amount of
state financing of education was carried out in terms of
different levels of training, namely preschool, general, vo-
cational and higher education. The author proved the low
level of financing education costs in the structure of GDP,
as well as in the structure of general budget expenditures.
In conditions of underfunding of education, O. Komaro-
va [2] used the concept of “survival budget”, which almost
excludes opportunities for development. However, in the
studies, emphasis is placed on the need to increase state
allocations for education in general, on the need to comply
with legally recognized requirements regarding the share
of education costs. But the problem of effective distribu-
tion of available funds and identification of the reasons for
the irrational distribution of state funding has not been
carried out. The search for optimal models of financing
higher education is relevant for scientists from different
countries of the world. The paper presents the results of the
impact on the development of higher education as a whole,
changes in mechanisms of state funding and principles
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of allocation of funds. F. Huang [3] cited the experience
of Japan, where the interaction between national, regional
educational institutions and central authorities has been
transformed. N. Van Long [4] insisted on the expediency
of using a model of government loans that depend on ICLs
(income contingent loans) to finance higher education.
The proposed funding model is used in the Australian
co-financing system for education, as there is actually a
sharing of risks between the private and public sectors.
The model considered in the study is actually an element
of lending. A. Edmund [5] investigated the relationship be-
tween state support of educational institutions and their
positioning in global rankings, citing the lack of a clear
direct relationship for the studied HEIs of European coun-
tries between their positioning in global rankings and the
amount of state funding. Thus, confirming the hypothesis
regarding the expediency of finding an individual model of
financing education for each country, depending on region-
al characteristics. Investigating the relationship between
the rating positioning and the amount of funding, issues
regarding the quality of specialist training and the effec-
tiveness of the use of financial resources were neglected.

The purpose of the study is to carry out a meaningful
analysis of the existing structure of the network of HEIs
of Ukraine, to study the peculiarities of financing educa-
tional institutions for each of the segmented groups of
HEIs; to identify the problems of financing education and
to find ways of improving the efficiency of the use of state
budget funds for financing education with the provision of
high-quality training of students.

MATERIALS AND METHODS

A wide range of Data Science analysis tools were used dur-
ing the research. Data aggregation was applied to conduct
research based on official data of the State Statistics Service
on the population of Ukraine [6] for the period 1992-2020,
and indicators on Higher Education in Ukraine [7], name-
ly the number of educational institutions according to the
classification of the State Statistics Service. The array of
data of the Unified State Electronic Database on Educa-
tion (USEDE) by years, regarding the contingent of higher
education seekers [8], the results of admission to HEIs [8],
information on registered HEIs [9] was processed using a
set of approaches and methods that apply Big Data to pro-
cess structured and unstructured information. Tabular and
graphic methods were used to visualize the obtained re-
sults of information analysis. The application of compar-
ative analysis methods in combination with statistical re-
search made it possible to formulate generalized indicators
of the number of educational institutions per person of the
population of Ukraine, based on the calculated indicators
of European countries. Methods of economic-mathemat-
ical analysis of financial and statistical reporting of the
activity of HEIs of Ukraine, including a set of calculation
and analytical methods were used. Through the methods
of grouping, groups of HEIs were formed. The application
of methods of analysis and synthesis became a toolkit for
segmentation within each of the groups of HEIs.

The results of research conducted within the frame-
work of the European University Association (EUA) were
also used [10]; according to the results of the implemen-
tation of the DEFINE project [11] regarding the practice
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of university mergers in European countries. Along with
this, data from the European Register of Higher Education
were involved for the analysis of European experience [12].
The criteria for the distribution of HEIs by size, which are
proposed in [10], depending on the contingent of higher
education seekers, namely, up to 500 students; from 500
to 20 000 students, from 20 000 to 50 000, and more than
50 000 students were taken as the basis for the grouping of
HEIs of Ukraine, with an adjustment for the fact that today
there are no HEIs in Ukraine with a contingent of more than
50000students. Therefore,all institutions with a contingent
of more than 20 000 students are classified as large HEIs.

Financial reporting data of HEIs of Ukraine, pub-
lished on the official websites of educational institutions
about the receipt and use of funds from the general fund
and the special fund under the budget program “Training of
personnel by institutions of higher education and ensuring
the operation of their practice bases”, was used to calculate
the receipt of the general fund per student for each of the
HEIs, calculation of the sums of funds raised from external
stakeholders, incoming sums to the special fund per stu-
dent. Also, the mentioned data on vocational education and
training made it possible to rank educational institutions
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according to their ability to independently attract external
sources of funding for training through the calculation of
the amount of income to the special fund per hryvnia of
funding from the general fund. In fact, this indicator pro-
vides an opportunity to assess the effectiveness of the use
of state budget funds that go to the general fund of HEIs.

RESULTS AND DISCUSSION

During the years of an independent state establishment, a
network of HEIs was formed in Ukraine. During this time
period, the structure of the network of educational institu-
tions, their form of ownership, and subordination changed
significantly. The transformation of priorities and attitudes
in society to educational processes led to changes in the
structure of the network of educational institutions and
its quantitative indicators. In 1994-1998, the number of
institutions with the status of “institution of higher edu-
cation” grew rapidly, and private HEIs were opened. In the
study [13], it is indicated when a hundred or even more
HEIs were created within two years. Figure 1, according to
data[7], shows the dynamics of the structure of the network
of HEIs for the period 1991-2020 and the number of higher
education seekers studying in the respective institutions.
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Figure 1. Dynamics of the number of educational institutions and their students

Source: built by the author based on data [7]

The number of colleges, technical schools, spe-
cialized schools had a tendency to fall, from almost 800
units in 1996, it decreased more than 2 times in 2019.
The number of universities, academies, on the contrary,
had a tendency to grow. Whereas since 2014/2015, their
number is gradually decreasing. At the same time, the
population of Ukraine during the period of independence
tended to decrease from more than 52 million people in
1993 to less than 42 million people in 2020. The study of
modern trends in migration processes, the expansion of
opportunities for the movement of resources of all kinds,

the levelling of borders, taking into account the steadily
high rates of population decline in Ukraine, give reasons
to assume the continuation of such a trend of population
decline. One of the defining features of the present-day
is the active development of digital technologies, which
are gradually being introduced into all spheres of life.
Restrictions that were applied as a measure to prevent
the spread of the COVID-19 pandemic, on the one hand,
led to negative consequences, significant economic
losses, a drop in socio-economic activity, on the other
hand, gave a new impetus to the development of remote
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technologies and their application in various spheres
of socio-economic relations, including the educational
process. Digitization processes put forward new require-
ments, both for HEIs regarding the level of provision and
implementation of the educational process, for technical
equipment, personnel support, and for the higher educa-
tion system as a whole.

Taking into account the indicated trends, a prob-
lem of ensuring the compliance of HEIs of Ukraine, their
quantitative and substantive parameters, with the mod-
ern requirements of the economy and the needs of society

arises. Globalization processes, the acceleration of inte-
gration of the higher education system of Ukraine into the
world educational space, necessitates the transformation
of the education system, taking into account the main
European trends and guidelines, under the conditions of
ensuring high quality of education. The indicators of the
average number of the population per HEI and the av-
erage number of students per HEI in different countries
of Europe and the United States are informative. Table 1
demonstrates the need to optimize the quantitative pa-
rameters of the network of HEIs in Ukraine.

Table 1. Average indicators of “coverage” of the HEIs network in different countries

Indicator USA Germany France Ukraine
Number of population, persons 331893 745 83237 124 67 626 396 41902 000
The number of students, persons 19 637 000 2945 000 1935 800 1183 207**
Number of HEIs, units 3982 422 331 335%
Calculated indicators
Coverage level (the average number
. 83 348.50 197 244.37 204 309.35 124 708.33
of population per HEI), persons
The average number of students per
4931.44 6978.67 5848.34 3521.45
HEI, persons

Note: * — without taking into account educational institutions where training of cadets, conscripted for military service is conducted
according to the data of USEDE; ** — without taking into account the contingent of cadets of military institutions according to the data

of the USEDE
Source: developed by the author based on [6; 8; 12; 14-16]

According to Table 1, the average number of stu-
dents per HEI in Ukraine is lower than in other countries.
Such a situation is due, on the one hand, to an excessive
number of HEIs, and on the other hand, a significant share
of small institutions with a small contingent of applicants,
but which have been granted the status of “institution of
higher education”. The indicator of the estimated num-
ber of population per HEI is also lower than in European
countries. The issue of optimizing the number of HEIs in
Ukraine becomes urgent. In the future, the average num-
ber of students per HEI should be brought up to at least
6 000 people, and the average number of population per
HEI to 200 000 people, which will correspond to the av-
erage European indicators. However, the calculated indi-
cators are averaged. Their use can only be a guideline for
each region. In order not to destroy the system of higher
education in Ukraine, it is necessary to systematically and
carefully approach the solution of the specified problem,
taking into account the strategic needs of Ukraine, the
characteristic features of the higher education network
and regional characteristics.

The study of networks of HEIs of European coun-
tries and the USA showed a variety of systems, features
for each of the countries, and at the same time allowed to
identify certain trends. Merger processes are one of the
areas of optimization of the HEIs network. The process-
es of merger of HEIs take place in different parts of the
world, in European countries, Asian countries, the USA
with different intensity and scale of implementation.
In Europe, the process of consolidation of HEIs through
mergers has been going on for many years. In the research
“University mergers in Europe” of the European Universi-
ty Association (EUA) [11], which was carried out as part of
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the DEFINE project, it was determined that over the past
two decades there have been more than 130 mergers with
more than 2100 HEIs in 22 European countries, which is
about 6%. As part of the implementation of this project,
an interactive “mergers map” [17] was built, which pro-
vides information on mergers both by individual coun-
tries and the dynamics over the past 20 years. The results
of the analysis show that in different countries the pro-
cess of transformation of the network of HEIs is extremely
uneven, both in terms of time and quantitative character-
istics. There are countries with only 1 merger each, such
as Italy and Portugal, and countries with more than 10
mergers, such as Greece and Norway. Similarly, there are
significant differences in the percentage coverage of HEIs
that have undergone transformation. The share of such
HEIs ranges from 0.5% in Italy to 77.8% in Estonia of the
total number in the country. The greatest peak of mergers
of private and public institutions in European countries
occurred in 2013-2015. In three years, 37 mergers took
place. However, since 2016, this process has slowed down
significantly and the number of mergers did not exceed 4
per year. From 2003 to 2012, a fairly stable situation was
observed, the number of mergers ranged from 5 to 8.

Optimizing the network of HEIs of Ukraine is an
objective necessity, but the process must be balanced
and gradual. The network of HEIs is not homogeneous,
its elements are institutions of different subordination,
forms of ownership and with different sources of financ-
ing. Figure 2, according to the data of the State Statistics
Service [7], shows the distribution of HEIs of Ukraine at
the beginning of the 2020/2021 academic year by forms of
ownership in comparison with the share of students stud-
ying at such HEIs.
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Figure 2. Distribution of HEIs by forms of ownership and the share of students for 2020/2021 a.y.

Source: created by the author

According to data [7], state-owned institutions
make up 64.47% of the total number of HEIs in Ukraine
and cover more than 85% of education seekers. While less
than 10% of higher education seekers study at private
HEIs, the share of which is 23.3% in the total number of
HEIs. Less than 4.5% of students study in communal ed-
ucational institutions (12.23% of the total number). This
distribution shows that education seekers traditionally

prefer state-owned institutions, despite the high rate of
opening of private HEIs. Traditions, material and tech-
nical base, scientific schools, image play a decisive role
in choosing an educational institution. It is necessary
to take into account the fact that HEIs in Ukraine have
different founders, both public and private, and different
departmental subordination. The structure of the HEIs
network for 2021 is presented in Table 2.

Table 2. Structure of the network of state-owned HEIs by departmental subordination

Ne group Departmental subordination of state HEIs Number of HEIs
1 Ministry of Internal Affairs of Ukraine 8
2 . Ministry of Defence of Ukraine 3
3 Security Service of Ukraine 1
4 Administration of the State Border Service of Ukraine 1
5 I The State Emergency Service of Ukraine 3
6 Ministry of Health of Ukraine 16
7 111 Ministry of Education and Science of Ukraine 152
8 Ministry of Foreign Affairs of Ukraine 1
9 Ministry of Environmental Protection and Natural Resources of Ukraine 1
10 Ministry of Culture and Information Policy of Ukraine 13
11 State Statistics Service of Ukraine 1
12 v Ministry of Social Policy of Ukraine 1
13 Ministry of Finance of Ukraine 1
14 Ministry of Justice of Ukraine 1
15 National Academy of Sciences of Ukraine 2
16 National Academy of Pedagogical Sciences of Ukraine 1

Source: built by the author based on data [9]

In Table 2, ministries and departments are grouped
as follows. Information on HEIs, which are subordinate to
the ministries and state services of the I group, is not public
and has strict restrictions on publication. HEIs, which are
assigned to the II group under departmental subordination,
partly have civilian specialties, but there are also certain re-
strictions on the disclosure of information in full. HEIs un-
der the Ministry of Education and Science of Ukraine belong
to the III group. The IV group includes HEIs that are subor-
dinate to ten other ministries and state services. Only 45%
of the total number of HEIs are under the supervision of the
Ministry of Education and Science of Ukraine. State-owned

Economics of Development. 2021. Vol. 20, No. 3

HEIs are subordinated to 16 ministries and state services,
on the one hand, this is aimed at specialized training, and
on the other, it significantly disperses state budget funds
for the training of specialists with higher education, espe-
cially in non-specific specialties. Communal institutions
of higher education are subordinated to and, accordingly,
receive funding from the general fund through regional
councils, city councils and regional state administrations.

The structure of subordination and forms of owner-
ship of institutions of vocational education (VE) and vo-
cational-technical education (VTE) are somewhat differ-
ent. According to data [8], the share of state institutions is
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51.9%, in turn, only 34% of VE institutions are subordinat-
ed to the Ministry of Education and Science of Ukraine. The
share of such institutions of communal form of ownership
is almost 40% compared to 7% of communal institutions in
the structure of the HEIs network. Funding of general fund
revenues occurs due to the redistribution of the education-
al subvention of the state budget, as well as local budgets.
Less than 10% of VE institutions belong to privately owned
institutions. Similarly, as for vocational training, there is a
wide differentiation of departmental subordination of vo-
cational training institutions, which also leads to dispersion
of budget funds and inefficient placement of state orders.

Solving the problem of optimizing the network of
HEIs in Ukraine cannot be achieved only at the level of the
Ministry of Education and Science of Ukraine. The problem
requires a comprehensive approach and finding ways at the
level of the Cabinet of Ministers of Ukraine. The optimiza-
tion criteria must be uniform for all HEIs that receive funds
from the general fund (GF) of the State Budget (SB). An ex-
ception may be departmental HEIs, which train specialists
with higher education exclusively in specific specialties
that correspond to the profile of the relevant department.
Their number and size should be justified within the frame-
work of these departments. These are HEIs, which accord-
ing to Table 2 are assigned to groups I and II.

65.8% of state-owned HEIs under the supervision
of the Ministry of Education and Science of Ukraine are
in the structure of state-owned HEIs. In such a situation,

%

the question arises of the expediency of maintaining HEIs,
which are subordinate to other ministries and departments
(group IV) and conduct training in specialties that are in
the system of HEIs of the Ministry of Education and Sci-
ence of Ukraine. In fact, the maintenance of the said HEIs
is carried out at the expense of the state budget, and the
receipt of funds to the general fund occurs through other
managers of budget funds. In general, according to data [8],
as of October 1, 2020, outside the sphere of management
of the Ministry of Education and Science of Ukraine and
outside its subordination, there are 106 private HEIs, 23
communal HEIs and another 54 state-owned HEIs operat-
ing in Ukraine, which is almost 55%. In fact, the Ministry of
Education and Science of Ukraine is limited in its influence
on more than half of the institutions of the higher educa-
tion network.

The structure of the HEIs network is heterogeneous
not only in terms of ownership and subordination, but also
in terms of the size of educational institutions, depending
on the number of students. As part of the research con-
ducted by the association of European universities EUA, on
the basis of the data of the European Register of Higher
Education (ETER) [18], groups for the distribution of HEIs
by size are given [12]. In accordance with this classification,
the distribution of Ukrainian HEIs was carried out. Figure 3
shows a diagram of the distribution of European HEIs in
comparison with the distribution of Ukrainian HEIs by the
number of education seekers.
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Figure 3. Structure of the network of European and Ukrainian HEIs by the number of education seekers

Source: created by the author

The structure of the network of Ukrainian HEIs in
terms of the number of students generally corresponds
to the structure of European HEIs. However, according to
some groups there are certain differences. In the category
of others, Ukrainian HEIs, which are included in the I group
under departmental control (Table 2), because a correct
assessment of the number of applicants of such HEIs is im-
possible due to restrictions on the publicity of data of these
higher educational institutions. The percentage of average
HEIs with a contingent of students from 2 000 to 20 000 is
almost the same and is 45.4% in Ukraine, against 42.49%
in Europe. Among middle-sized HEIs, the number of pri-
vate ones is small, only 6 institutions. The fundamental
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differences in the comparison of the structures of higher
educational institutions networks are the fact that there
are no higher educational institutions with a contingent
of more than 50 000 students and a small share (2.1%) of
HEIs with a contingent of 20 000 to 50 000 students.

The share of institutions in the category with the
number of up to 500 students significantly exceeds the
similar indicator of European HEIs. The vast majority of
small HEIs are private HEIs (74.4% in this category). Thus,
the main financial burden for ensuring the functioning of
HEIs of this group falls on non-state sources of function-
ing. In the category with students’ number from 500 to
2 000, the share of privately owned HEIs is 30%. It is objec-
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tive that the Ministry of Education and Science of Ukraine
does not exert organizational influence on private HEIs
regarding the optimization and adjustment of their sizes.
Ensuring effective activity, attracting and using funds is
the prerogative of private owners. Taking into account the
fact that Figure 3 shows the distribution of all private edu-
cational institutions, regardless of the forms of ownership

Contingent of education seekers
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and sources of their financing, it is appropriate to separate-
ly consider private educational institutions that receive
budget funds for the implementation of their activities.
Figure 4 shows the distribution of HEIs by the number of
education seekers of communal and state ownership with-
out taking into account specific HEIs, which are assigned to
the I group of departmental subordination (Table 2).

over 20 000 .
7
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51 22 - State and communal
up to 500 H Private
23 67
0 20 40 60 80 100 120 140 160 Units

Figure 4. Diagram of the distribution of HEIs of Ukraine according to the volume
of the contingent of education seekers and the form of ownership

Source: created by the author

According to [8], there are 227 state-owned and com-
munal HEIs in Ukraine, of which 74 are small (with a con-
tingent of up to 2 000 students) (32.6%). The number of
medium-sized HEIs with a contingent of 2 000 to 20 000
students is 146 (64.3%). The number of large HEIs with
a contingent of more than 20 000 students is 7 (3%). The
problem of small HEIs, the contingent of which is less than
2 000 students, needs to be solved. These are 74 institu-
tions of communal and state ownership and 89 institutions
of private ownership. The number of such establishments
must be reduced to a minimum. HEIs with a contingent of
up to 500 people training at the “Bachelor” educational
level for 4 years have about 100 students in each course,
and these are only 4 academic groups. There are questions
about the number of specialties and educational programs
for which training is carried out, the number of students
in each educational program and the number of years of
training; staff support, financial support for the implemen-
tation of educational activities at the appropriate level, and
as a result, the quality of specialist training.

In the conditions of a systematic decrease in the
amount of financing of state budget expenditures on ed-
ucation, the question of the most effective use of budget
funds for the training of specialists is becoming more acute.
Among the directions of cost optimization, the direction
of optimization of the HEIs network is highlighted. The
implementation of the model of optimization of the HEIs
network should be balanced and should take into account
the peculiarities of each region. Considering the total num-
ber of small HEIs (163), optimization and merger of them
at this segment is inevitable. Formation of the parameters
of the optimization model of the HEIs network, along with
other aspects, should take into account the following as-
pects, namely: territorial and geographical location; the
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list of specialties for which training is conducted; availabil-
ity of the specified specialties in other HEIs of the relevant
region; elimination of duplication of specializations for the
training of specialists if it is possible to meet the needs of
society with a smaller number of HEIs. This will provide an
opportunity to carry out optimization in the middle of this
segment without significant losses for the region. Due to
the redistribution of educational subvention funds among
educational institutions for the financing of activities, the
possibilities of additional financing of their development
are expanding, and funds from the state and local budgets
will be released. On the other hand, there are certain HEIs,
regardless of their size, which, from a statesman’s point of
view, must be left for the realization of some specific goal.
For example, the preservation of a cultural centre, since
HEI is a forming city one. Or they train specialists with
higher education for special, unique specialties that are not
trained in medium-sized and large HEIs.

Another group of HEIs where there are significant
differences between the European and Ukrainian net-
works is the group with a contingent of education seekers
of more than 20 000 people. In the European network of
such HEIs, 12% make up, while in Ukraine they are only
2.1%. This group of HEIs should be considered in more de-
tail. The group includes 7 HEIs: Ivan Franko Lviv National
University; National Aviation University; National Techni-
cal University of Ukraine “Thor Sikorsky Kyiv Polytechnic
Institute”; National University of Bioresources and Nature
Management of Ukraine; Kyiv National University named
after Taras Shevchenko; Kyiv National University of Trade
and Economics; Lviv Polytechnic National University. In-
volvement of external stakeholders in the financing of ed-
ucational activities becomes the basis for filling the special
fund (SF) of higher educational institutions and a source
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of financing development costs [13]. Today, a significant
number of HEIs provide training for each specialty. There-
fore, students and their parents always have a choice which
educational institution to study at and whom to pay. The
amount of funds raised from external sources becomes an
indicator for the educational institution regarding its im-
age, the quality of training, priorities regarding the effec-
tiveness of the work of the higher educational institution
staff. The indicators of attracting funds to the SF become
an indicator for the management bodies of higher educa-
tional institutions regarding the effectiveness of the man-
agement of the educational institution and the ability to
attract external sources for co-financing. In the conditions
of limited budget funding, the factor of readiness and abil-
ity of HEIs to independently ensure development and en-
sure compliance with the most modern requirements is an
important aspect.

The level of the indicator of the amount of revenues
to the special fund per hryvnia of revenues to the general
fund shows how much the HEI independently attracts fi-
nancial resources for each invested hryvnia of budget funds.
According to the group of large HEISs, this indicator is with-
in 0.5, except for the Kyiv National University of Trade and
Economics (KNUTE) (1.85), i.e., on average, HEIs attract
from external sources within 50 kopecks for each hryvnia of
budget funding. And for the National Technical University
of Ukraine “Thor Sikorskyi Kyiv Polytechnic Institute” this
indicator is the lowest and is 0.23. The average amount of
income to the SF for 1 scientific and pedagogical worker is
UAH 237 726 precisely due to the high indicators of KNUTE.

Solving the problems of financing higher education
through the optimization of the network should focus not
only on quantitative indicators, such as average values for

Contingent of education seekers
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the region or country, but also be based on indicators that
ensure the achievement of the strategic goals of the coun-
try’s development. Therefore, simple merger of HEIs cannot
become a solution to the problem. In the first place should
be the criterion of the possibility of potential improvement
of the quality of training of specialists with higher educa-
tion in certain specialties and the corresponding preserva-
tion of established, effectively operating scientific schools.
Not less important is the criterion of reducing the costs
of the general fund of the state budget under the budget
program “Training of personnel by institutions of high-
er education and ensuring the operation of their practice
bases” [19], [20]. The complexity of solving this problem
is due to the peculiarity of the network of HEIs, given the
dispersion of budget funding of state-owned and commu-
nal educational institutions, which is actually carried out
through different administrators of budget funds. A wide
list of management bodies to which the HEIs are subordi-
nate and which are their founders leads to situations of ar-
tificial creation of HEIs. 8 departments have only 1-2 HEIs
under their control, each of which functions outside of a
competitive educational environment. This situation leads
to a gradual decline in the quality of education, the lack of
internal development incentives, uneven funding as a re-
sult of the receipt of funds from different managers.

From the point of view of optimizing expenditures
from the State Budget of Ukraine for the maintenance of
HEIs and the organization of educational activities (ac-
cording to the budget program 2201160 “Training of per-
sonnel by institutions of higher education and ensuring
the operation of their practice bases™) [20], it is important
to separately consider state HEIs, which are subordinate to
the Ministry of Education and Science of Ukraine (Fig. 5).
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Figure 5. Distribution of HEIs subordinated to the Ministry of Education
and Science of Ukraine according to the contingent of education seekers

Source: created by the author

According to the European classification, it is me-
dium-sized HEIs with a contingent of 2 000 to 20 000 ed-
ucation seekers that occupy the main share, almost 77%,
in the network of HEIs subordinated to the Ministry of
Education and Science of Ukraine. The maintenance of
state-owned HEIs is carried out at the expense of the
state budget through receipts to the general fund, as
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well as by attracting sources of external funding through
receipts to the special fund from external stakeholders.
Indicators of the level of attraction of external funding
are among the criteria for the effectiveness of the man-
agement of HEIs. In accordance with the Decree of the
Cabinet of Ministers of Ukraine (CMU) [21], the formula
for the distribution of State budget expenditures among
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institutions of higher education under the program
“Training of personnel by institutions of higher educa-
tion and ensuring the operation of their practice bases”
contains indicators of the amount of funds received by
the special fund based on the results of scientific activ-
ities, results of international activity, the coefficient of
scale of activity, which depends on the contingent of
students. According to the indicator of attracting funds
to the special fund per hryvnia of general fund revenues,
the following results are observed.

For the group of large HEIs with a contingent of
more than 20 000, the value of the indicator, as noted, is
0.6 on average for the group. For the group of small HEIs
with a contingent of up to 2 000, the indicator was 0.55. For
each hryvnia of budget funding, institutions attract 55 ko-
pecks from external stakeholders. According to the group
of medium-sized HEIs with a contingent of 2 000 to 20 000
people, for 117 HEIs, this indicator by group was 0.68 on
average. That is, on average, for each hryvnia of budget
funding, the institution of higher education received 68
kopecks from external sources. The discrepancy between
the minimum - 0.13 and the maximum - 2.7 value of the
indicator in the group of medium-sized HEIs indicates the
heterogeneity of the HEIs network and the noticeable dif-
ference in the management of them. 10 HEIs groups have
an indicator of less than 0.3; the level of the indicator from
0.3 to 0.5 is in 46 HEIs groups; 36 HEIs have an indicator
in the range from 0.5 to 1.0; only 21 HEIs attract funds

70.00
60.00
50.00
40.00
30.00
20.00
10.00

0.00
thousand, hryvnia up to 2 000

52.10

2000 - 20 000

O. Pysarchuk

from external stakeholders to the special fund more than
they receive budget funding to the general fund, for them
this indicator is between 1.01 and 2.7. Optimization of fi-
nancing of higher education through the optimization of
the network of HEIs, in combination with increasing the
efficiency of the use of budget funds, should be based on
a set of indicators, including the ability of HEIs to attract
funds to a special fund from external sources.

It is obvious that medium-sized HEIs not only more
effectively use the funds of the general fund of the state
budget, but also more actively attract funds from exter-
nal stakeholders, adhere to a more flexible financial and
economic policy. The argument that the exclusivity of this
situation is due to the fact that medium-sized HEIs train
specialists in more popular specialties than large ones is
not justified, since in Ukraine any HEIs has an opportunity
and accredit a set of those specialties that they consider
necessary at their own choice. Therefore, the more effec-
tive use of the funds of the general and special funds of the
state budget by medium-sized HEIs largely depends on the
quality of management of the relevant HEIs. On the basis
of reporting information on the receipt and use of budget
funds by HEIs under the budget program 1160 “Training
of personnel by HEIs and ensuring the operation of their
practice bases”, the average amount of higher education
income from the general fund per student for each group
of small HEIs, medium-sized and large was calculated
(Fig. 6), depending on their size.

58.65

45.61

over 20000  Contingent HEI

Figure 6. The average level of expenditures of the general fund per higher education seeker by groups of HEIs

Source: created by the author

A comparison of the absolute values of incomes of
HEIs according to the general fund for different groups of
HEIs cannot be informative and provide an adequate result.
Only comparable given values can be the basis for further
evaluation of the use of funds. The most expensive for the
state budget turned out to be the maintenance of large
HEIs, with a quota of more than 20 000 students. The av-
erage costs per student in this group are more than UAH
58.65 thousand. Maintenance of small HEIs is carried out
at the level of UAH 52.1 thousand per student. Whereas
the expenditure of budget funds for the financing of me-
dium-sized HEIs by UAH 13.000 below the large ones. Rev-
enues of the general fund of such HEIs on average for the
group amount to UAH 45.61 thousand. Funding under the
program “Training of personnel by institutions of high-
er education and ensuring the operation of their practice
bases” per student of large institutions is almost a third
(28.6%) higher than the funding of medium-sized HEIs.

The given calculations prove the following. The existing
hypothesis about the feasibility of optimizing the network
of HEIs through their merger, creating only large HEIs, will
help save public funds, optimize the costs of maintaining
higher educational institutions and contribute to improv-
ing the quality of education, is not proven, neither from a
financial point of view, nor from a statement about the ef-
fectiveness of the result in terms of quality education, nor
from the position of solving social problems.

Equally important in the process of optimization of
the network of HEIs is the socio-economic criterion. It is
necessary to preserve HEIs in those cities where they are
city-forming, because they support the appropriate edu-
cational and historical-cultural level of the population in
these cities and play an important role in the formation of
the economic component of their development. The deci-
sion to preserve and even increase the number of young
people in regions that are of strategic importance in the
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political and economic aspect, including border regions, is
well-founded. Returning to the quality of training of spe-
cialists with higher education, it must be decided who and
how evaluate this quality in a specific specialty. There is
a widespread thesis that the inclusion of HEIs in certain
international ratings ensures the high quality of special-
ist training. However, the analysis of the structure and
weighting coefficients of the indicators taken into account
in these ratings shows that they are irrelevant to the spe-
cialties for which competent specialists are formed in a
particular HEIL The entry of HEIs into one or another rating
is not a guarantee of the quality of training in each of the
specialties, especially in the current period of time. More
informative is the external stakeholders’ assessment of
the quality of training of specialists with higher education
in a certain specialty at a specific HEI. Employers and ap-
plicants with their parents act as such stakeholders, who
evaluate the attractiveness of HEIs and the quality of ed-
ucation by their choice of HEIs and their own funds when
enrolling in a contractual form of education. If the HEI has
an order from employers for the development of scientific
and project solutions in a certain field of knowledge, has an
order from them for the training of specialists in a specialty
related to this field, this can be an evaluation characteristic
of the quality of training of specialists with higher educa-
tion. Similarly, the measuring evaluation of the quality of
training of specialists is the number of applicants to the
contract form of training at the corresponding HEI in a spe-
cific specialty under the conditions of dumping restrictions.

The state also acts as an external stakeholder in re-
lation to the activity of a HEI. On the one hand, due to a set
of restrictions, on the other hand, due to relevant orders,
the state significantly influences the activities of educa-
tional institutions. It formulates its priorities in the form
of a state order for the training of specialists with higher
education. However, unlike the stakeholders of business
entities and individuals, it evaluates the quality of training
of specialists in a specific HEI indirectly through the allo-
cation of funding in accordance with the Resolution of the
CMU [21] regardless of specialties. The existing financing
system assumes that the state finances the training of even
one specialist in a certain specialty in a separate HEI. It is
clear that the quality of such training cannot be high due to
lack of funding. This amount of funds per applicant (Fig. 6)
is not enough even for salaries with accruals to scientific
and pedagogical workers, therefore there is no question of
development. The specified problem is closely related to
the formation of parameters for the effective distribution
of state orders based on a wide competition. In the process
of forming a list of HEIs that have the right to receive a
state order for a certain specialty, it is necessary to take
into account the history of recruitment of a specific HEI
for a certain specialty or educational program during the
previous two to three years.

If, during the studied period of time, the relevant
specialty or educational program of the first bachelor’s lev-
el of HEI does not enrol a sufficient number of students,
taking into account those who study under the state order,
as well as students who study at the expense of individ-
uals or legal entities, then there is a high probability of a
repetition of a similar situation in the current year. The
trend of extremely low popularity among applicants of the
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relevant specialty in a certain HEI may be preserved. As a
result, for several years in a row, according to a certain edu-
cational program, the training of students in the so-called
incomplete groups is carried out under conditions of un-
derfunding. A direct negative consequence of such a situ-
ation is the impossibility of providing educational services
at a high-quality level. Since the financing of the training
of higher education seekers has two sources, budget funds
and funds of individuals or legal entities. The formula-
ic approach to the distribution of funds from the general
fund of the state budget among institutions of higher ed-
ucation involves adjusting the amount of funding taking
into account a set of indicators, among which there is a
contingent of seekers. The amount of funds that the edu-
cational institution receives as income to the special fund
from individuals and legal entities depends on the amount
of the contract. The low popularity of a certain specialty
limits the possibility of increasing the amount of tuition
fees for the funds of individuals and legal entities. In total,
the reduced volume of funding from the general and spe-
cial fund leads to underfunding of the process of training
specialists. As a result, this HEI will not be able to provide
high-quality training for education seekers, and as a result,
this is an inefficient use of budget funds. The state does
not receive high-quality specialists, which means that this
is an irrational distribution of the state order for the spe-
cialists training.

In case if the situation with an incomplete group
is not an isolated problem for a certain HEI, objectively
there is a need to cover the minimum necessary costs for
the students training, including the salary of the scientif-
ic and pedagogical workers. There is a conditional internal
redistribution of funds. The financial resources received
by the HEIs for the students training for other specialties,
both from general and special funds, will be partially used
to cover costs due to underfunding of incomplete groups.
Depending on the amount of such overlap of costs, there
is a situation of actual underfunding of training in other
specialties. Accordingly, the quality of the training of spe-
cialists is low, which means the inefficient use of budget
funds, which are directed not only to financing the training
of education seekers from incomplete groups, but also to
the training of students in other specialties. Gradually, the
problem takes on a progressive character. The importance
of this problem is confirmed by the number of expenditures
from the general fund for the training of specialists with
higher education, which was approved for 2021.

According to the data of the admission results in
2020, which are given in the USEDE [8], an analysis of the
efficiency of the distribution of state-ordered places among
HEIs according to the relevant specialties was carried out.
When making calculations, the following assumption was
applied. The threshold for the number of education seek-
ers who are enrolled in studies with the funds of the state
budget and the funds of individuals and legal entities is 15
people. A group with a smaller total number of education
seekers is considered incomplete, regardless of the ratio of
the number of education recipients in it by funding sourc-
es. Allocation of budget funds from the general fund to fi-
nance the training of students for incomplete groups is an
inefficient use of budget funds from the general fund of the
budget. Sources of funding for the training of specialists
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are state and private funds. Even if only 1 student studies
under the state order, and the other 14 — with the funds of
individuals and legal entities, the author of the study be-
lieves that in total, such revenues from the general fund
and the special fund ensure the implementation of expens-
es for the training of specialists. In authors opinion, the use
of state budget funds is effective.

The smaller number of education seekers does not
ensure the receipt of funds to cover the minimum nec-
essary expenses for the training of specialists. Moreover,
these assumptions do not take into account the peculiar-
ities of training in specialties that require specific condi-
tions and an appropriate base. The economically justified
minimum number of students for one group will be high-
er there. A small share of incomplete groups among the
wide list of specialties for which training is conducted by
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popular and powerful HEIs will not lead to losses in the
quality of training, since powerful HEIs are able to cover
the lack of funding for a specific group to cover the cor-
responding costs. At the same time, the quality level of
specialist training is maintained. The presence of a signif-
icant share of incomplete groups to ensure the funding of
training costs leads to the need to combine groups from
different specialties or specializations, with corresponding
adjustments to the curricula, and the loss of not only the
uniqueness of the program, but also the quality of training.
According to the results of the admission campaign of 2020,
according to open data [8], an analysis of the effectiveness
of the allocation of state order places under the conditions
of the formation of full-fledged, complete groups was car-
ried out. The analysis was carried out in the section of
groups of HEIs by size, depending on the contingent (Fig. 7).
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Figure 6. The average level of expenditures of the general fund per higher education seeker by groups of HEIs

Source: created by the author

An analysis of the effectiveness of the distribution
of state-funded places was carried out within each group of
HEIs. The share of positions, specialties or specializations
with incomplete groups in relation to the total number of
positions, specialties or specializations for which a certain
HEI has been awarded state order places is determined for
each HEI. That is, the share of higher education specialties
on which the budget was irrationally spent has been deter-
mined. The calculation of the share of state-ordered places
for such specialties in relation to the total number of budget
places provided to the relevant HEI was carried out. The av-
erage of the following indicators per group was calculated
for each group of HEIs. In the group of small HEIs, with a
contingent of up to 500 people, among HEIs that received
a state order for specialists training, no full-fledged groups
were formed for each of them for an average of 64.8% of
positions (specialties or specializations). That is, in 64.8%
of specialties, less than 15 students are enrolled with the
funds of the state order and the funds of individuals and
legal entities. On average, by group, 58.5% of state-ordered
places belong to each HEI, which is actually an irrational
use of budget funds. In the group of medium-sized HEIs,
more than 23% of places on average for each institution are
irrationally distributed. 48% of positions from the list for
which a state order for the training of specialists was issued

are positions with incomplete groups. More than 20 000
state-ordered places, which are irrationally distributed, be-
long to the group of medium-sized HEIs alone. Out of more
than 123 000 places ordered by the state, more than 23 000
places fell to groups with a small contingent and cannot be
recognized as rationally used. Almost 20% of the funds of
the general fund for specialists training were dispersed in
the network of HEIs for training in incomplete groups.
According to the Passport of the budget program
2201160 for the year 2020 [19], the average costs per stu-
dent (represented contingent) are UAH 55 180.9. Thus, the
irrational distribution of state-ordered places leads to inef-
ficient use of budget funds in the amount of over UAH 1.3
billion per year from approved expenditures in the amount
of UAH 16.6 billion from general fund. Taking into account
the need to train students at the bachelor’s level for 4 years
(1.3x4=5.2 billion UAH), and the tendency towards an an-
nual increase in the amount of expenses for the training
of one student, this amount will increase. The quality of
training of students in incomplete groups and the level
of compliance of the competences acquired by them with
those declared by the program raises certain doubts. This is
how an unsuccessful use of budget funds with a distortion
of the economic and social effect is achieved. At the same
time, conducting a more detailed analysis of each of the
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groups of HEIs indicates a significant differentiation be-
tween institutions of the same group. In each of the HEIs
groups by size, there are segments in which the share of
specialties with an irrational distribution of budget places
is insignificant, and there is a segment with a significant
share of specialties for which there is an insufficient ad-
mission of applicants to a certain HEI.

First of all, the HEIs segments with a high share of
specialties with irrational distribution of state order plac-
es require the most careful attention. The suspension of
allocation of state orders for unpopular specialties of such
HEIs will lead to their withdrawal from the market of ed-
ucational services in such specialties. In the conditions of
limited financing of the educational sphere, the artificial
retention of a significant number of specialties from a wide
list of HEIs is unacceptable. There is a list of specialties
that are unpopular among applicants, but are in demand
in the state and require additional support. For such spe-
cialties, it is expedient to concentrate the state order in a
few specialized HEIs and ensure the quality of specialist
training, rather than scattering 3-5 budget places for all
HEIs. Applying an approach with constant monitoring and
preventing the allocation of funding for the training of
incomplete groups will ensure the selection of only those
HEIs that can potentially qualitatively train specialists
with higher education in a certain specialty. Ignoring this
state of allocation of budget funds harms the state in sev-
eral directions. In the conditions of the deficit of the State
Budget, the constant reduction of expenses for education
in general and for funding under the budgetary program
of specialists training, the irrational use of budget funds
on such a scale is unacceptable. Artificial support at the
expense of the funds of the general fund of the budget of
a wide list of specialties in all HEIs where they are opened,
even in the presence of incomplete groups for a long pe-
riod, leads to the forced redistribution of funds and the
actual underfunding of other specialties at the expense of
the funds of the general fund. Systematic training of edu-
cation seekers in incomplete groups with an insufficient
level of funding does not ensure the full acquisition of the
necessary list of competencies and affects the quality of
training. After a few years, a large number of specialists
who do not meet the modern demands of the market en-
ter the socio-economic environment of the country. The
problem of retraining and employment arises. There is a
postponement of the moment of active inclusion of such
graduates in the economy and their creation of economic
benefits. At the same time, this leads to image losses of the
system of education in Ukraine.

Summarizing the results of the conducted research,
the system of higher education of Ukraine needs signif-
icant transformations. On the one hand, the extensive
network of HEIs with different departmental subordina-
tion and different levels of funding does not fully ensure
the high quality of training of specialists at each HEI. On
the other hand, the present day makes new and new de-
mands on specialists, on their competences, on the edu-
cation system as a whole. The system of higher education
should train specialists of the future, who meet not only
modern advanced requests, but also are able to respond
quickly to changing requirements. The effectiveness of the
use of financial resources can be one of the indicators in
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the mechanism of optimizing the network of HEIs and im-
proving the quality of education.

High-quality training of specialists cannot be imple-
mented without the introduction of modern information
systems and technologies into the educational process.
Agreeing with the statement of A. Algahtani and A. Ra-
jkhan [22] regarding the existence of a close connection
between the degree of development and introduction of
modern information and distance technologies in the ed-
ucational process and the results of the educational pro-
cess, the formation of the so-called success factor, we note
the following. The level of readiness of HEIs of Ukraine for
e-learning is significantly differentiated. In 2021, not all
Ukrainian HEIs are fully ready to conduct training using
distance technologies at a high level and in full. The in-
sufficient level of financing of the educational activities of
HEIs becomes an obstacle for timely technical re-equip-
ment of the material base, updating of information sup-
port and attracting appropriate personnel support. In
papers[23] and [24], the directions of transformational
processes, including digital transformation, management
transformation, their impact on the implementation of
educational activities are considered, but exclusively from
the perspective of educational institutions. There is no
doubt about the need to introduce such transformations
within each element of the educational system. The trans-
formational processes of each element of the system cre-
ate a synergistic effect and lead to the transformation of
the system as a whole.

The impact of a combination of factors, namely,
technological development, political problems, specific
requirements for the higher education system, the incon-
sistency of society’s requests with the existing opportuni-
ties of the education system, which are discussed in detail
in [25], determine the need for transformations to maintain
competitive positions. Sharing the thesis of the authors
that innovativeness and creativity at various levels of the
educational system affect the competitive position of the
educational institution and the growth of the efficiency of
the educational system as a whole, at the same time, con-
sideration of the issue of creating a modern innovative,
competitive HEI cannot be limited exclusively to mana-
gerial aspects and the model of leadership behaviour. The
question of financing activities, sufficiency and efficiency
of resource use is an integral component of creating a mod-
ern innovative HEIL. One of the criteria for evaluating the
competitiveness of HEIs is the degree of readiness of stake-
holders to cooperate with such an institution. Stakehold-
ers, such as the state, individuals and legal entities, provide
financing for HEIs, as they act as customers of educational
services, scientific developments, etc. The functioning of
a competitive model of financing educational activities in
the field of higher education will gradually lead to transfor-
mational processes of the higher education network, since
only the most competitive institutions with the greatest
potential will receive a higher level of funding.

A number of studies are devoted to the analysis of
the effects that have been achieved as a result of merger
processes. A set of approaches to the transformation of the
network of HEIs through the application of a set of admin-
istrative tools is considered, namely through the decision
to merge universities. Q. Liu, D. Patton, M. Kenney [26]
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conduct an analysis of the results of the merger of uni-
versities in Northern Europe and universities in China.
The impact on academic synergy and publication activity
of scientists is studied, with the gradation of categories
of educational institutions. The authors emphasize the
ambiguity of the positive effect of the merger of educa-
tional institutions. There is no direct connection between
the merger of HEIs and the growth of the rating positions
of the newly created institutions, and the growth of the
publishing activity of scientific and pedagogical workers
of such institutions. The unification of scientific schools
did not always lead to scientific results of a new level. The
physical unification of various business entities produced
the effect of only quantitative growth of certain indicators,
as the sum of individual elements. Moreover, cases with
an existing negative effect from the merger of the HEIs
were studied. Namely, the complication of the processes of
managing a new enlarged object, the reduction of its flex-
ibility and the ability to quickly respond to the high rates
of change in the modern environment.

An interesting approach to merger, which was in-
troduced in Japan, is given in a study by K. Yoshinaga [27].
In order to strengthen the quality of training in a certain
specialty, for example, the medical field, a merger was
carried out at the level of structural subdivisions of the
same profile but different HEIs. The work summarizes the
peculiarities of the financing of such projects, the short-
comings, the problems that arise, and the result of such
transformations.

The goal of optimizing the network of HEIs cannot
be a formal reduction in the number of institutions due
to their merger. The priority should be to ensure the high
quality of education. According to the author of the study,
the development and implementation of the system of cri-
teria should be integrated into the optimization mecha-
nism of the network of HEIs of Ukraine. Such a mechanism
should take into account the peculiarities of the current
state of Ukrainian HEIs, modern needs, prospects for the
development of the country and the world, and contribute
to the implementation of the education development strat-
egy as a whole. The paper [28] proposed generalized “steps
to improve the quality of Ukrainian higher education” at
the current stage of development. The cost of specialists
training is one of the key aspects of financing educational
activities. S. Londar [29] was engaged in the study of issues
of formation of the cost of training specialists, analysis of
differences in the cost of training in one specialty for differ-
ent HEIs. However, within the scope of his research, he did
not carry out a detailed analysis of the presence of incom-
plete groups in certain specialties and the calculation of
their influence on the formation of the cost of training. The
author believes that the factor of the presence of incom-
plete groups in a certain HEI and the share of such groups
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OkcaHa BonogumupiBHa NMucapuyk

XapKiBCbKMM HaLLiOHaNbHUIM EKOHOMIYHWM YHIBepcUTeT iMeHi CeMeHa Ky3Heuda
61166, Npocn. Hayku, 9A, M. XapkiB, YKpaiHa

AHani3 MmepeXxi 3aKknagis BULLOi OCBITH
Ta Nnpo6nemm ii piHaHCyBaHHSA

AHoTauif. PosrisHyTa mpo6iiemMa SIKOCTi MiATOTOBKM (axiBIiB Ta mMuTaHHS ¢iHaHCYBaHHS MiATOTOBKM 3H4006yBauiB
BUILOi OCBiTM B YKpaiHi 32 paXyHOK GI0/IKETHUX KOIITiB Ta KOMITIB Gi3MUHUX i IOPUANIHUX 0Ci6. MeTOw JOCTiIKeHHS
CTaJl0 BUSIBJIEHHS IISXiB IiABUIIEHHS e(pEeKTUBHOCTI BUKOPUCTAHHS OIOMKETHUX KOINTIiB Ha (QiHaHCyBaHHS
MiATOTOBKM 3400yBauiB OCBiTM i3 3abe3revyeHHSIM HaJIEXHOI SIKOCTi migroroBku. Ilpu MpoBeHeHHi AOCTiAKEeHHS
3aCTOCOBAHO iHCTpyMeHTapiit Data Science gjst po6oty 3 BenMKMMM MacuBaMu iHgopmarii Big Data. V nmoegHaHHi
i3 3aCTOCYBaHHSIM CYKYIHOCTiI eMIipUYHUX METOLiB MPOBeAeHHS NOCTiAKeHHS JO3BOJIWIO BUCYHYTH TiMOTe3y 00
HasIBHOCTi HepalioHaJbHOTO PO3MOAiNYy OHKeTHUX KOWITIB MK 3akiamamy BHUINOI OCBiTM myisi diHaHCYBaHHS
MiJrOTOBKY 3706yBaviB 3a MEeBHMMMU CIEIiaJbHOCTSIMMU. B cTaTTi 3AilficHeHO OIS MMHAMiKM PO3BUTKY Mepexi 3BO
(3axkmaniB Bumoi ocBiTM) YKpaiHM 3a yaciB He3aJIeXKHOCTI JepkKaBHOI, KOMyHaJIbHOI, MpMUBaTHOI (GopM BacHOCTi Ta
Bimomuoro mignopsiikyBaHHS. [IpoBefeHO MOpPiBHSJIbBHUIA aHali3 CTPYKTYPM MepeXi MO BiJHOLIEHHIO 0 KiJIbKOCTi
3100yBauiB y CIiBCTaBleHH] 3 BiAMOBIJHOIO CTPYKTYPOI0 Mepexki 3aKiaiiB OCBiTH eBpormeiicbkux kpain ta CIIA, o
MNiATBEPOMIIO aKTyalbHICTh MUTAaHHS onTuMi3auii mepexi 3BO Ta ii cTpykTypu. HasgBHicTh mTy4HO cTBOopeHux 3BO,
SIKi MiAmopsigKOBaHi OKpeMMM MiHiCTepCTBaM Ta BilOMCTBaM i3 MpuBineiioBaHMMM ymMoOBamu (GYHKIIIOHYBaHHS
MOCTYIIOBO 3HMKYIOTh SIKiCTh MiATOTOBKM 32 BiZICYTHOCTi BHYTPilIHbOI KOHKYPEHTHOI 60pOTHOM, 110 TPU3BOIUTH A0
MOCTYIIOBOTO 3HVKEHHSI e(heKTUBHOCTI BUKOPUCTAHHS O10KeTHOTO (hiHAaHCYBaHHS. B po6OTi KiNbKiCHO OGIpyHTOBAHI
¢dinaHcoBi BTpaTu mepskaBu BiJl HepaliOHAJbHOTO PO3TMOLITY AEepsKaBHOrO 3aMOBIeHHsS Mik 3BO Ha MiAroTOBKY
(daxiBiiB 3 Buioi0 0cBiTOW0. 3BO 3 BIMCOKOIO YaCTKOI HEKOMIUIEKTHUX TPYII, SIKi HE CIIPOMOKHI 3a6€3TeUnTH BUCOKY
SIKiCTh MiATOTOBKM (axiBIiiB, He CIPOMOKHI 3a/JlydaTV 30BHINIHI Ikepesna ¢iHaHCYyBaHHSI MiAroToBKM GaxiBIiB Yy
HACTiTOK HEKOHKYPEHTOCITPOMOXKHOCTi Ha pUHKY OCBiTHIX MTOC/YT, JIUIIIe BUTPAYaIOTh OI0KeTHi KOIITY 6€3 HaJIeSKHOTO
pes3ynbTaTy. 3a pe3ylbTaTaMy JOCIiIKeHb 3alPONIOHOBAHO y3arajbHeHi Kpurepii ontumisauii mepeski 3BO Ykpainu,
SIKi MOKYTh OYTY BUKOPUCTAHI IepkaBHUMU opraHaMu YKRpainm

KniovoBi cnoBa: nepskaBHe 3aMOBJIEHHsI Ha MiAroToBKy ¢axiBIiB, KpuTepii ontumisauii, popMyBaHHS cIeLiaJbHOTO
douny, hopmyBaHHS 3arasbHOTO QOHAY, BUKOPUCTAHHS KOIITIiB HA OCBiTY, BUTPATY HA ITiTOTOBKY 3400yBayiB
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Abstract. In order to develop a methodology for assessing the system of economic security of entities in conditions
of economic and political instability, there is a necessary and urgent task to determine the nature, characteristics,
relationship between its levels, factors influencing their formation. The purpose of the study is to generalize scientific
approaches and clarify the essence, features and relationship between the levels of formation of the economic security
system. The generalization of the existing approaches to the formation of the economic security system was carried out
using a monographic method. The essence of the levels of the economic system is determined by methods of analysis
and synthesis. The research analysed existing approaches to determining the hierarchy of the economic security
system and presented a scheme for the formation of levels of economic security, consisting of a mega-level (global and
international economic security), a macro-level (national), a meso-level (regional and sectoral economic security), a
micro-level (economic security of entrepreneurship, enterprise, individual) and the relationship between them. The
category “economic security of the industry” was defined as a set of conditions that ensure economic development,
competitiveness and protection of its economic interests. It was established that the economic security of the industry
depends on its specifics, functions, objects, subjects, specific risks and threats. The role of the economic security of the
industry and the economic security of the individual in the system of the hierarchy of levels of economic security was
substantiated. The obtained results are the basis for the development of a methodology for assessing the system of
economic security of various entities, which can be used by their management in order to identify threats in a timely
manner and quickly implement measures to eliminate them
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INTRODUCTION

In modern conditions, which are characterized by both eco-
nomic and political instability of the economy, the study
of the problems of ensuring economic security, in particu-
lar, the definition of its essence, levels of hierarchy and the
interrelation between them, which will allow the develop-
ment of a methodology for the qualitative assessment of
the economic security system as a whole, is gaining special
relevance and will contribute to increasing the level of its
protection against external and internal threats.

Scientists I. Balanyuk and M. Maksymyuk [1], defin-
ing the essence, characteristic features and levels of eco-
nomic security, characterized it as a reaction to external
threats of globalization. At the same time, the interpreta-
tion of economic security of each level should take into ac-
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count the peculiarities of the activity of economic objects
on this level. Researcher 1. Baron [2], highlighting the key
features of the ecosestate, taking into account the dynamic
nature of the socio-political context of the conditional hi-
erarchy of key characteristics, proposed to define it as the
ability to neutralize the negative impact of various threats.
0. Kudrina and O. Datsenko [3], in the study of the role of
socio-economic security in ensuring the competitiveness
of regions, paid attention to its connection with national
security. The researchers claimed that the competitiveness
of the region depends on the competitiveness of econom-
ic sectors and formation of an environment, which deter-
mines the conditions, nature and interaction between eco-
nomic entities in the region. Ya. Samusevych, A. Vysochyna,
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T. Vasylieva, S. Lyeonov, S. Pokhylko [4] using the method
of multifactorial analysis according to the data from 6 East-
ern European countries based on 9 indicators of ecological,
energy and economic security, identified their main com-
ponents and found out that the highest level of interaction
exists between energy and ecological security, and the low-
est one — between energy and economic security. Consider-
ing economic security as a component of national econom-
ic security, S. Bugaytsov [5] determined its interrelation
with the level of stability in the state. This makes it pos-
sible to diagnose the state of national economic security
and guide the development of the state using an effective
model of public administration. In his opinion, economic
security ensures effective functioning of the state, rational
use of its resources and sustainable growth in the future.

Yu. Krakos and O. Kalinina [6] believed that the con-
cept of economic security is interconnected with invest-
ment attractiveness and competitiveness, since it repre-
sents protection from dangers and allows more efficient
use of resources, which contributes to increasing invest-
ment attractiveness and competitiveness. According to
N. Bondarchuk [7], economic security is closely related to
investment security, since the ability to prevent possible
threats, avoid risks and achieve set goals in competitive
conditions depends on the effective organization of in-
vestment activities. I. Petrova, V. Syrota [8], revealing the
essence of economic security of the enterprise and its char-
acteristics, justified the existence of interrelation between
corporate social responsibility and the level of economic
security of the enterprise. They defined corporate social re-
sponsibility as one of the factors of ensuring the econom-
ic security of the enterprise in the conditions of modern
economic environment, which exerts a complex influence
on it in terms of several components. In their opinion, the
interrelation between corporate social responsibility and
the level of economic security of the enterprise is based on
the personnel of the enterprise, owners, buyers, suppliers,
representatives of the state and local authorities, public
organizations, society. Proposing a multidimensional ap-
proach to the hierarchy of the economic security system,
Ye. Mishchuk [9] claimed that it best reflects its theoreti-
cal essence, takes into account its binary nature and can be
used to calculate the general level of economic security and
its individual components, which allows choosing effective
measures to increase their level.

Currently, there are many definitions of the eco-
nomic security system, which differ from each other. Such
terminological uncertainty indicates the interest and high
search activity of scientists in this field. However, for the
development of the theory of economic security as a sci-
ence, a clear designation of the basic definitions and a com-
mon vision of the object of research by representatives of
various scientific schools are necessary. The generalization
of existing approaches to the formation of the economic
security system on the basis of thematic scientific research
of 2010-2020, carried out by the monographic method,
shows that the subject of numerous research by scientists
is the category of “economic security” itself and individu-
al levels of its formation. The analysis of scientific publi-
cations on the determination of the essence of the levels
of the economic security system and the synthesis of the
results presented in them shows the existence of different
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views on their formation and confirms the relevance of the
research, which aims to generalize scientific approaches to
the construction of the hierarchy of the economic security
system, determine the essence of its levels, interconnec-
tion between them and clarify the place of the economic
security of the industry in this system.

HIERARCHICAL STRUCTURE AND
INTERCONNECTION OF THE LEVELS
OF ECONOMIC SECURITY
Economic security is formed at different levels. As evi-
denced by the analysis of scientific literature, most scien-
tists single out the following among them: global economic
security, national or economic security of the state, region-
al economic security, economic security of the enterprise;
economic security of the individual. According to Ya. Zhal-
ilo [10] there are three main levels of economic security:
of the individual, of the economic entity and of the state,
which are indivisible. T. Gladchenko [11] adds the economic
security of the region to the specified levels. T. Vasyltsiv [12]
singles out the following levels: of the economic security of
the state, of the regions, in the industrial and sectoral as-
pect, at the micro-level of the management hierarchy, of the
society (group), of the individual. The hierarchy proposed
by G. Ivashchenko [13] includes: global economic security;
international economic security; economic security of the
state (macro-level); economic security of the region (me-
so-level); economic security of the enterprise (micro-lev-
el). V. Kovalenko, O. Levchuk [14] propose to single out
similar levels, but supplement the name of global econom-
ic security with the “mega-level”, and call the state eco-
nomic security as the national economic security. O. Ruda
and L. Malyuta [15] add economic and property security
of enterprises to global, international, national econom-
ic security and economic security of the region. The same
opinion is held by Z. Yakubovych [16]. Scientists do not dis-
tinguish the level of individual economic security, which,
in the opinion of the author of the study, is a disadvantage
of this hierarchy, since the individual is the main element
of the enterprise, industry, region, state and the world. The
system of economic security, proposed by Yu. Tymchy-
shyn [17], is devoid of this drawback, which includes five
levels (global, national, regional, business and personal se-
curity). O. Khimich [18] also distinguishes five levels (glob-
al, national, regional, enterprise and individual security).
A. Shtangret, O. Petrashova [19], in addition to glob-
al, international, regional and local security, distinguish
national security, the components of which are the eco-
nomic security of the state, industry, enterprise and in-
dividual. At the same time, they note that distinguishing
the industry level is extremely important for the rational
management of economic security. O. Ilyenko [20] believes
that the category of “economic security” covers all spheres
and levels of human activity, and distinguishes four levels
of economic security: mega-level (economic security of
the society and world economy), macro-level (economic
security of the country (state), national economy, groups
of countries (states)), meso-level (economic security of
regions, industry), macro-level (economic security of
the enterprise, individual, group of individuals, family)
depending on the objects of attention (world economy,
society in general, state, region, industry, individual, his/
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her family, etc.). Scientists O. Lyashenko, B. Pleskach,
V. Bantush [21] propose a hierarchy of the economic secu-
rity system, which includes the following levels: global se-
curity (mega-level), international security, which is a com-
ponent of global security, national security (macro-level),
regional (meso-level), individual, local (micro-level).
0. Chubukova, T. Voronkova [22] and O. Hrybinenko [23]
have a similar view on the hierarchy of levels of econom-
ic security. However, at the micro-level, they distinguish
the economic security of the enterprise, organization, in-
stitution and add a basic level — the economic security of
the individual. V. Tretyak and T. Gordienko [24] claim that
the micro-level consists of: the economic security of the
enterprise and the economic security of the entrepreneur
(individual). O. Oliinychuk [25] considers it logical that
the economic security system of the state is formed by
economic entities of regions and industries and includes

the micro-level represented by the economic security of
an individual economic entity; sectoral meso-level — the
economic security of a set of single industry economic en-
tities; regional meso-level, i.e. the economic security of a
certain region where economic entities operate.

In most of the scientific approaches presented,
there is no industrial level of economic security. However,
in the author’s opinion, this category occupies a promi-
nent place in the system of economic security, because in
the conditions of economic integration and globalization,
the emergence of certain problems in a particular industry
affects the economic security of enterprises, that belong
to this industry, the regions where they are located, the
state as a whole. Taking into account this and the existing
scientific approaches to determining the hierarchy of the
economic security system, it is appropriate to distinguish
its following levels (Fig. 1).
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Figure 1. Levels of economic security and their interrelation

Source: developed by the author

Mega-level: global economic security represents
the security of human development, the mechanism for
solving its global problems and the globalization of the
economy of various countries of the world. It includes
international economic security (studies the factors and
components of competitiveness at the macro-level). Mac-
ro-level: state-wide or national — economic security of the
state, which also includes sub-sectors. They include finan-
cial, technological, social, budgetary and environmental
sectors. Meso-level: regional economic security (projects
state economic security to the regional level) and sectoral
economic security (includes regulatory, financial, ecolog-
ical, informational and other components). Micro-level:
constitute the economic security of entrepreneurship,
which combines informational, intellectual, financial,
technical and technological, social, ecological compo-
nents; economic security of the enterprise, which allows
preventing threats and ensuring the economic efficiency
of the enterprise; the economic security of the individual
is determined by the ratio of the level of income, expenses
and savings of the individual. As noted by T. Vasyltsiv [12],
in the system of the hierarchy of economic security, each
higher level must create prerequisites to ensure the pro-
tection and comfortable functioning of the components of
the lower levels. In turn, according to O. Oliinychuk [25],
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the lower levels of economic security should be the basis
for strengthening the higher levels. Yu. Tymchyshyn [17],
supporting the position of the relationality of security at
various hierarchical levels of management, notes that “its
local (regional), state (national) and global (macroeco-
nomic) levels are interconnected institutionally, spatially,
structurally and informationally”.

The author of the study believes that there is a
close interrelation between all levels of economic securi-
ty (Fig. 1), because they are elements of a single system,
and therefore changes that occur with one element affect
others. For example, social protests, political conflicts,
strikes negatively affect the financial stability of the state
(macro-level). In turn, due to the unstable economic sit-
uation in the country, the efficiency and profitability of
economic sectors, regions, business entities and individ-
uals (meso- and macro-level) are decreasing. At the same
time, damages and losses suffered by economic entities,
economic sectors, regions (micro- and meso-level) due to
the political crisis affect the condition of economic secu-
rity of the state (macro-level). On the other hand, progres-
sive political decisions, stimulating tax policy of the state
contribute to the development and improvement of the
efficiency of industries, regions, individual business enti-
ties, and, accordingly, strengthen the economic security of
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the state. The uneven development of a particular region
leads to a low standard of living of its population, creates
tension in society, which threatens the territorial integri-
ty of the country and its economic security. The introduc-
tion of industry regulations, the provisions of which meet
the modern requirements of the international community
(as is currently happening in the construction industry of
Ukraine), expands the opportunities for cooperation with
foreign partners of the enterprises that are part of it. Large-
scale emergency situations (floods, droughts, earthquakes,
etc.) in the region of a certain country lead not only to the
deterioration of the economic security of economic enti-
ties in this area, but also cause losses to their partners due
to the disruption of relations, affect the financial stability
of the state as a whole and sometimes affect international
security. The economic security of the enterprise is the ba-
sis of national security, because the production of material
goods determines the vital activity of society. There is a
close relationship between the latter and national security.
It depends on the quality of the legal system created by the
state [26]. The decision of a business entity to improve the
state of the environment contributes to strengthening the
ecological safety of a particular region and improves the
image of this entity among the population of adjacent ter-
ritories, representatives of local authorities, which causes
an increase in interest in the products manufactured by it,
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and, accordingly, contributes to increasing the volumes of
sales of these products; increasing the scope of activity.

DETERMINATION OF THE ESSENCE

OF HIERARCHICAL LEVELS

OF ECONOMIC SECURITY

All levels of economic security are characterized by one
goal, a similar methodology of formation, a mechanism
for ensuring it, the essence of which is defined as counter-
action to existing risks and threats to economic security.
Economic security at any level aims to protect against ex-
ternal and internal threats for smooth, efficient and sta-
ble activity at that level. At the same time, according to
0. Denisov [27], “the content of the concept of ‘security’
in each specific situation is different and depends on the
object of the analysis being determined”. O. Ilyenko [20]
believes that when defining the concept of “economic se-
curity”, one should take into account the scope of coverage
(mega-, macro-, meso-, macro-level) and the type and fea-
tures of the research subject. The results of the analysis of
the opinions of scientists regarding the content of the con-
cept of “economic security” at different levels give grounds
for asserting that the complexity, versatility, structure and
diversity of this category determines the existence of a
number of interpretations of the term “economic security”
in modern economic literature (Fig. 2).
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Source: developed by the author

As shown in Figure 2, it is proposed to consider it
from the point of view of a state that ensures external
independence and internal stability, a sufficient level of
existence, efficiency of the use of resources, production
system, dynamic economic development, security of activ-
ities and interests, harmonization of the latter; the system
that ensures its ability to survive and develop; economic
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relations, under which effective satisfaction of needs and
guaranteed protection are carried out; resistance to the
influence of factors; a set of properties of the production
subsystem, conditions that ensure independence, stability
and development; availability of competitive advantages;
ability to reproduce; protection against economic crimes;
a set of measures for stable development and countering
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threats. Despite the fact that economic security is formed
at different levels, starting with the state and ending with
the citizen, the majority of scientific research, as evidenced
by the analysis, is devoted to the economic security of the
enterprise. Global, international, national, regional eco-
nomic security is also a subject of attention of scientists.
Therefore, relying on the research of the scientists O. Lyas-
henko [28], O. Chubukova, T. Voronkova [22], who interpret
global economic security as the formation and securing of
the functioning of the system of world economic relations,
the effective interaction of economic blocs and nation-
al economies, and summarizing characteristic features in
their views on the definition of this category, under global
economic security it is understood that a set of measures
allows to ensure the sustainable economic development of
the states of the world in order to achieve the maximum
safe and high standard of living of each individual. Iden-
tifying the features of international economic security,
defined by scientists O. Skoruk [29], G. Ivashchenko [13],
0O.Khimich [18], it is characterized as a component of global
economic security, which should ensure such cooperation
between countries that will allow to resolve national and
global problems of humanity on mutually beneficial terms
and will contribute to their socio-economic development.

Recently, there has been a negative impact on the
international economic security of such factors as: the
outflow of highly qualified personnel from certain coun-
tries to the developed countries of the world, where more
favourable conditions of activity have been created. As a
result, there is an imbalance of personnel potential, which
restrains the development of some countries, and at the
same time promotes even greater prosperity of others;
growth of the value of strategic resources under the influ-
ence of political manipulations and limitation of access
to them by some countries. The Russian Federation uses
energy “weapons” to influence the domestic political situ-
ation in European states; complication of the exchange of
new technologies for political reasons; the lack of an ade-
quate degree of cooperation even in the face of challenges
and threats common to all humanity, such as the COV-
ID-19 pandemic; the aggravation of the struggle between
the United States of America and the People’s Republic of
China for world leadership; the hybrid war of the Russian
Federation against Ukraine. The emergence of these and
similar factors is mostly explained by the presence of po-
litical antagonism, anti-democratic manifestations, global
and local ideological contradictions on the world stage and
it leads to the destabilization of international econom-
ic security, escalation of existing and emergence of new
conflicts on the world stage, restrains the development of
world society.

In the world scientific literature, there are many
approaches to the interpretation of national economic se-
curity. At the same time, the scientists S. Stetsenko [30],
V. Kovalenko, O. Levchuk [14], Z. Varnaliy, S. Onishchenko,
A. Masliy [31] single out its sustainability, stability of the
economic development of the state, counteraction to inter-
nal and external threats, economic independence, possibil-
ity of independent adoption and implementation of strate-
gic, for the development, economic and political decisions
by any entity, reliability of connections between all ele-
ments, possibility of using national competitive advantages
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to ensure stability and development, self-reproduction
and self-development, national interests. Taking into ac-
count the above, national economic security, in author’s
opinion, should be considered as the state of the econo-
my and government institutions, which allows to insure
the guaranteed protection of national interests, socially
oriented, harmonious development of the state. Ukraine is
going through a complex process of market transformation
and modernization of the economy, which is taking place
in the presence of numerous negative factors (the shadow
economy, growing economic inequality among the popu-
lation, increasing unemployment, the spread of the coro-
navirus disease (COVID-19), increasing threats to national
interests from the Russian Federation, etc.). To prevent the
action of these factors and ensure the protection of na-
tional interests and the development of the country, the
National Security Strategy of Ukraine [32] was developed
for the period until 2025, which defines the following pri-
ority directions for ensuring national security: defence of
independence and state sovereignty; European and Eu-
ro-Atlantic integration; restoration of territorial integrity.

For the purpose of their effective implementation, it
is envisaged to create competitive conditions for attracting
investments, in particular foreign ones, in such fields as
metallurgy, energy, agro-industrial complex, pharmaceu-
ticals, logistics and infrastructure, woodworking, furniture
production and the IT industry, since they have a signifi-
cant investment potential and are the most attractive from
the point of view of profitability for the investor. An impor-
tant step on the way to the implementation of the National
Security Strategy of Ukraine should also be the implemen-
tation of judicial, land, defence, educational and security
reforms. All kinds of support from the state should be given
to those sectors of the economy where environmental pro-
tection and careful treatment are guaranteed, that is, safe
disposal of all waste is provided for, natural resources are
effectively used, conditions are created that are favourable
for the introduction of the latest technologies that are safe
for people and the environment. The further development
of the activity of the agro-industrial complex should also be
ecologically oriented. In parallel with the ecological trans-
formation of the economy, Ukraine must integrate its own
energy markets into the EU energy market, which will allow
for diversification of energy sources and energy resource
supply routes. The energy system of Ukraine, with the ex-
ception of the Burshtyn energy island, which is connect-
ed to the European energy system, works in synchronous
mode with the systems of Russia, Belarus and Moldova.
Integration into the European network will help balance
the energy system, reduce dependence on Russia, gain
access to new solvent markets, and provide the Ukrainian
consumer with reliable and high-quality electrical energy.
To create favourable conditions for the development of
economic sectors, modernization of transport infrastruc-
ture, improvement of tariff policy, acceleration of customs
procedures and increase in the use of inland water and air
transport are required. An important direction of strength-
ening national economic security is the development of
relations with the United States of America, the United
Kingdom of Great Britain and Northern Ireland, Canada,
the Federal Republic of Germany, the French Republic,
neighbouring and other states and a special partnership
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with the North Atlantic Treaty Organization with the aim
of gaining full membership of Ukraine in NATO. The na-
tional security strategy takes into account the risks Ukraine
faces as a result of a hybrid war with Russia, the pandemic
and other factors, and the effectiveness of its implemen-
tation will contribute to the neutralization of both inter-
nal and external threats that have arisen in recent years.

Economic security of the region [33-35] has its own
peculiarities in formation and functioning, which deter-
mine its essence. In connection with this, scientists do not
have a single position on its interpretation. Most often,
this category is characterized as the ability of the region’s
economy to operate in the mode of extended reproduction
and sustainable economic growth, maximally providing the
proper conditions for life and personal development [36-
37]. The economic security of the region is considered as
a characteristic of the state of the economic system of the
region, which characterizes the ability to resist internal
and external threats, thanks to the management tools and
means of protection in all spheres of the life of society [38]
and its ability to resist the destabilizing action of internal
and external factors and not create threats to the elements
of the region, external environment [39-40]. In addition, it
is revealed as a range of levels of economic and social in-
dicators that ensure long-term sustainable development of
the region or the ability of regional authorities to ensure
stability, sustainability and competitiveness of the devel-
opment of the region’s economy [41].

Summarizing the views of scientists, it is suggest-
ed that regional economic security should be understood
as the state of the socio-economic system of the region,
formed thanks to the influence of regional tools of man-
agement, business, society, characterized by the ability to
resist internal and external threats and the ability to pro-
vide appropriate conditions for the life and development
of the population. Most scientists do not single out the
industry level in the hierarchy of the economic security
system at all. According to I. Balanyuk, M. Maksymyuk [1],
this type of economic security is a peculiar combination of
the economic security of the country and enterprises with
their distribution by industries. In the author’s opinion, the
economic security of the industry is a set of conditions that
allow ensuring competitiveness, protection of economic
interests and economic development of enterprises that
manufacture the same or similar products. The formation
of the economic security of the industry is influenced by
its specificity, purpose, functions, objects, subjects, inher-
ent risks and threats and the method of their assessment.
Under the economic security of entrepreneurship, the state
of stability of the enterprise and its ability to develop is
understood, which is achieved by the actions of the admin-
istration and the staff of the enterprise through the imple-
mentation of a system of legal, economic, organizational,
engineering and technical, social and psychological meas-
ures for the effective use of resources and prevention of
threats now and in the future [12].

S. Onyshchenko [42] considers the economic securi-
ty of entrepreneurial activity as a set of external and inter-
nal conditions that ensure reliable protection of the eco-
nomic interests of the enterprise against the influence of
potential and real threats, stable functioning and sustain-
able development. Analysing the variety of approaches,
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the author agrees with the interpretation of the economic
security of entrepreneurship proposed by G. Sytnyk [43],
according to which it is a state of entrepreneurial activ-
ity characterized by a complex of factors that preserves
the ability for balanced development of the enterprise
and ensures the economic security of the state and the
well-being of the nation. The category “economic security
of the enterprise”, despite the greatest attention of scien-
tists to it, which is due to both the multidimensionality
and complexity of this concept, as well as its importance
from the point of view of practical significance, remains
the least unambiguous. Z. Yakubovych [16], I. Sosnovska,
M. Zhytar [44], O. Illiashenko, N. Havlovska, Y. Rudnichen-
ko, T. Momot [45] understand the economic security of an
enterprise as: the state of the most efficient use of enter-
prise resources to prevent threats and ensure stable func-
tioning both now and in the future; the state of protection
against internal and external threats; protection against
crimes; the ability to provide reproduction, etc. The most
comprehensive is the definition proposed by T. Vasylt-
siv [12]: the economic security of entrepreneurship plays a
decisive role in strengthening and creating conditions for
the stable development of national economic security. It
represents the competitive state of the enterprise and its
products on the market, which guarantees: effective use
of resources, intellectual potential; stability, sustainability
and progressivity of development; the ability to counteract
threats from the external and internal environment. In our
opinion, the economic security of the individual, which is
not given enough attention in the scientific community, is
the main object of the economic security system, because
itis the individual and his/her interests that play a key role
in the evolution of society and the economy. It represents
the state of protection of the vital interests of a human
being (individual) in the economic sphere and reflects the
totality of economic, social, ecological, technological, sci-
entific and information relations in society.

CONCLUSIONS

The conducted research made it possible to determine the
following levels in the hierarchy of the economic security
system: global, international, national, regional, sectoral
economic security, economic security of entrepreneurship,
enterprise and individual. Each level of economic security
has its own interpretation depending on the characteristics
of the activity of economic objects on it. Ensuring econom-
ic security at all these levels is a guarantee and basis for the
successful development of the world community. There is a
close relationship between these levels of economic securi-
ty, which ensures its effectiveness and systematicity. In the
system of the hierarchy of economic security, an important
component that remains out of the attention of scientists
is the economic security of the industry. It is a multi-fac-
torial category that ensures the most rational and effective
use of resources of enterprises that manufacture the same
or similar products to meet the demand of society, neutral-
ization of internal and external threats to their activities
and contributes to the development of the state’s econo-
my and strengthening of its economic security. The eco-
nomic security of the industry is formed by the resources
needed for its operation, the demand for its products, the
structure, the competitive position on the market and the

45 -II

Economics of Development. 2021. Vol. 20, No. 3



System of economic security and levels of its formation

relationship with other industries. Most scientific studies  ing the number of scientific research on the economic se-
consider economic security on the basis of industry specific  curity of the state, the region and the enterprise, and their
characteristics only at the level of individual enterprises, insufficiency in the field of ensuring the economic security
while not taking into account the interrelations between  of the industry and the individual, further research should
them, which form the industry level of security. Consider-  be focused on these areas.
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OneHa BikTopiBHa Ko6a

HauioHanbHUIM yHIBEpCUTET «1oNTaBCbKa NoniTexHiKa iMeHi FOpia KoHgpaTioka»
3601, npocn. MepLwoTpaBHEBUI, 24, M. NonTaBa, YKpaiHa

CucrtemMa eKOHOMIYHOI 6e3neKu Ta piBHi ii popMyBaHHSA

AHoTauif. [Ig po3po6ieHHs METOAMKM OILIHKM CUCTeMM eKOHOMIUHOi 6Ges3rekyu Cy6’eKTiB B yMOBaX €KOHOMIUHOI Ta
MOJTITUYHOI HeCTa6iIbHOCTi, HeOOXiTHMM i1 aKTyaJIbHMM 3aBAAHHSIM € BU3HAUEHHS CYTi, XapaKTePUCTUKM, B3a€MO3B SI3KY
MiK i1 piBHSIMM, GaKTOPiB, [0 BIVIMBAIOTH HA iX HopmMyBaHHS. MeTOI0 JOCTiIKEHHS € y3araJbHEeHHS HAayKOBMX ITiTXO/IiB
Ta 3’SICYBAHHSI CYTHOCTi, 0COGMMBOCTEl i B3a€MO3B’SI3KY MiX piBHSIMM (HOPMYBaHHSI CMCTEMM €KOHOMIYHOI 6Ge3TeKu.
V3araJibHeHHSI iCHYIOUMX ITiIX0/iB 50 GOpMyBaHHS CCTeMY €KOHOMIUHO1 6e31eKy IIPOBefeHO MOHOrpadGiuHMM METOLOM.
CyTHICTh piBHiB €KOHOMiUHOI CMCTeMM BM3HAUEHO METOAAMU aHali3y i cuHTe3y. Y AOCTiIXeHHi MpOBeJeHO aHasi3
icHyIOUMX TiAXOMiB M0 BM3HAUEHHS iepapxii cucTeMy eKOHOMIUHO1 6e3MeKy Ta MpefCcTaBieHo cxeMy (GopMyBaHHS PiBHIB
e€KOHOMIuHOi 6e3I1eKu, 10 CKIaJaeThCs 3 MerapiBHs (r7io6ajbHa Ta MiKHApoJHa €KOHOMiuHa Ge3meKa), MaKpOpiBHS
(3arajpbHOMEpskaBHA), Me30PiBHS (perioHajbHa Ta rajyseBa eKOHOMiuHa 6e3Ileka), MiKpOpiBHS (eKOHOMiuHa Ge3meka
MiZIPUEMHUIITBA, MiJIIPUEMCTBA, 0COOM) Ta B3a€MO3B’I3Ky Mik HMMM. Bu3HaueHO KaTeropiro «eKOHOMiuHa Ge3meKa
rayry3i» ik CyKyITHiCTb YMOB, 1110 3a0€e31e4yI0Th EKOHOMiUHMI PO3BUTOK, KOHKYPEHTO3/AaTHICTh Ta 3aXUCT i1 eKOHOMIUHUX
iHTepeciB. BctaHOBNIEHO, MO €KOHOMiuHA Oe3reKka ramysi 3anexuTs Bif ii cmeumdiku, QyHKIiN, 06’eKTiB, Cy6'€KTiB,
cnendivHMX pU3UKiB i 3arpo3. OGIPyHTOBAHO POJIb €KOHOMIUHOI 6e3meKyu raaysi Ta eKOHOMiuHOi 6e3rmeku ocobyu B
cucremi iepapxii piBHiB eKOHOMiIUHOi 6e3reky. OTpUMaHi pe3ylIbTaT € 6a3uCOM AJIT PO3POOTEHHSI METOOUKY OIiHKA
CUCTEMM €KOHOMIUHOI 6e3IeKy pisHUX Cy6 €KTIB, Ika MOKe OYTM BUKOPUCTAHA iX MEHEIKMEHTOM 3 METOI0 CBOEYACHOTO
BUSIBJIEHHSI 3arp03 Ta MIBUAKOTO BITPOBAIKEHHSI 3aXO0/IiB 00 iX YCYHEHHS

KniouoBi cnoBa: 3arposu, pusuku, ranysb, iepapxisi, B3aEM0O3B’I30K BUIiB

Economics of Development. 2021. Vol. 20, No. 3 4 -.I



EKOHOMIKA PO3BUTKY
Mi>kHapoaHMii eKOHOMiIYHUIA XKypHan

Tom 20, N2 3
2021

BignmoBimanbpHuii pegakTop:
I'. IBueHko

PenmaryBanHs 6i61iorpadiyHmx cmMckKiB:
I. IBueHKO

Komm'toTepHa BepcTKa:
O. I'miHueHKO

[Migmcano Ao apyKy 25.10.2021
®opmar 60%84/8
VM. IpyK. apk. 5,7
Haxknaz 50 mpum.

BupaBHMIITBO: XapKiBChKMI1 HAlLliOHATBHMUIT €KOHOMIUHMIT YHiBepcuTeT iMeHi CeMeHa KysHerrst
61166, ripoB. IkeHepHuit, 1-A, M. Xapkis, Ykpaina
E-mail: info@ecdev.com.ua
www: https://ecdev.com.ua/uk



ECONOMICS OF DEVELOPMENT
International Economic Journal

Volume 20, No. 3
2021

Managing Editor:
H. Ivchenko

Editing bibliographic lists:
H. Ivchenko

Desktop publishing:
0. Glinchenko

Signed to the print 25.10.2021
Format 60%84/8
Conventional Printed Sheet 5.7
Circulation 50 copies

Publisher: Simon Kuznets Kharkiv National University of Economics
61166, 1-A Inzhenerny Ln., Kharkiv, Ukraine
E-mail: info@ecdev.com.ua
www: https://ecdev.com.ua/en





