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Abstract. The relevance of the research topic lies in the need to find effective ways to optimize the activities of enterprises
in the field of medical services based on improving their interaction with all stakeholders, organizations and institutions
in the health care industry, which is a critical infrastructure. The main goal of the study was to substantiate the conceptual
foundations of managing relationships with stakeholders at medical enterprises. At the same time, the state of the social
and economic sphere of Ukraine in 2022-2023 and the main goals of sustainable development were taken into account. The
following methods of acquiring scientific knowledge were used in the work: logical generalization, comparative analysis,
content analysis, desk research. The list of problems and contradictions in the health care system of Ukraine which require
improvement of approaches to managing interaction with stakeholders in the field of medical services, is substantiated.
The principles of managing interaction with stakeholders at medical service enterprises are defined. Three groups of
principles are proposed, which take into account, firstly, the need to manage the quality of medical services, secondly, the
current political and socio-economic situation in Ukraine, and, thirdly, the goals of sustainable development. An improved
list of functions of managing relations with stakeholders of enterprises in the field of medical services is proposed, which
includes both justification of the specifics of general functions and justification of the list of specific functions. The list
and interrelationships between the elements of the concept of managing relationships with stakeholders in the medical
services industry are substantiated, including a set of hypotheses and basic provisions of the concept. The developed
concept of managing relationships with stakeholders of enterprises in the field of medical services allows to implement
a comprehensive and systematic approach to improving interaction between all participants and representatives of this
industry and increasing the efficiency of its functioning in modern conditions
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Merkulova et al.

¢ INTRODUCTION

An important role in the process of managing the adap-
tation of the healthcare industry to functioning in crisis
conditions is played by the effective and coordinated in-
teraction of enterprises with all participants in this indus-
try, and first of all, with stakeholders. It is the speed and
effectiveness of such interaction, as well as the established
logistics, that are crucial today for patients, enterprises
and the country as a whole. Problems of relations with
stakeholders were considered in many classic and modern
scientific works. In a number of studies, special attention
is paid to the descriptive, instrumental and normative ap-
proaches of stakeholder theory. Modern studies focus on
various aspects of interaction with stakeholders. Ethical
and social aspects of doing business, based on interaction
with stakeholders, were considered by K.]J.P. Quintelier et
al. (2021). This work highlighted the problems of human-
izing business stakeholders and provided evidence that by
treating them with respect and taking into account not
only financial, but also moral obligations to them, busi-
ness will receive additional benefits. However, the authors
of this study note that it has certain limitations, since the
experiments conducted in it do not cover all possible op-
tions for the reactions of the respondents to the attitude
of business to stakeholders, and therefore, further system-
atization and deepening of similar studies is necessary.
C. D’Souza et al. (2022) studied the influence of primary
and secondary stakeholders on social and environmental
responsibility of enterprises. The advantage of this work is
that structural equation modelling, that is, specific quan-
titative methods were used to substantiate the results.
The results detail the prospects for the development of
the stakeholder theory, but the problem of clear under-
standing of the principles of assigning stakeholders to one
or another group, and therefore, more systematic under-
standing of the general algorithm of such classification,
remain partly unresolved.

In recent years, scientists have significantly deepened
and expanded research within the framework of stakehold-
er theory and these studies touched various fields of activ-
ity, including the health care industry. The work of L. Ka-
piriri & D.S. Razavi (2021) substantiated the influence of
stakeholders on determining the priorities of health care
policy and highlighted the most priority and significant
stakeholders for this industry. The limitation of the pro-
posed approach is the lack of a strong theoretical founda-
tion. The authors emphasize that the conclusions are not
universal and cannot be widely applied to different levels
of management. It is appropriate to develop fundamen-
tal principles for managing interaction with stakeholders,
which is provided by this research. A certain impetus for an
in-depth study of the problems of interaction with stake-
holders in the medical field was due to the coronavirus
pandemic in 2020-2022. This has not gone unnoticed by
modern researchers. G. Bel & M. Esteve (2020) highlighted
the question of whether private medical institutions can
surpass the system of public medical institutions in the
provision of medical services. The authors note that the
advantage of the public health care sector is the possibility
of providing cheaper medical services, which, in the long
run, ensures a higher level of efficiency. The evidence pre-
sented in this work once again proves the importance of

public and private partnerships between stakeholders in
the field of health services.

The principles of management and involvement of
stakeholders in the field of medical services are covered in
the recommendations and standards of the Patient-Cen-
tered Outcomes Research Institute (2022) and Principles
and guidelines for governance in hospitals (2014). A num-
ber of modern works are dedicated to improving the quality
of medical services due to co-design and co-production of
medical services and creation of a common space for inter-
action of stakeholders. B. Ku & E. Lupton (2022) in their
work emphasized the principles and methods of joint for-
mation of an effective space for providing medical care, as
well as practical applications from the health care industry.
However, the authors did not pay attention to the theoret-
ical foundations of joint construction of design thinking
with stakeholders. This work is aimed at filling in such gaps
and forming the conceptual basis of interaction with stake-
holders in medicine. The works of M.A. Sujan et al. (2022),
A. Garcia-Perez et al. (2023) devoted to the issues of con-
nection of the quality of medical information and success-
ful interaction of enterprises in the field of medical services
with stakeholders, mainly consider the role of stakeholder
management in the organization of information flows in
health care. Each new wave of research actualizes various
issues that are urgent for certain conditions and trends in
the development of enterprises, industries, countries, etc.

Despite the presence of certain developments regard-
ing relations with stakeholders of enterprises in the field
of medical services, this direction remains insufficiently
widely covered, and the works require systematization and
generalization in the form of the development of a con-
ceptual basis. The purpose of the study was to develop the
concept of managing relations with stakeholders of med-
ical services enterprises, taking into account the goals of
sustainable development and the situation in Ukraine as
of 2023. To achieve this goal, the following tasks were set
in the work: to identify problems and contradictions in the
field of providing medical services in Ukraine in modern
conditions in connection with the types of stakeholders
affected by these or other problems; to systematize theo-
retical approaches to managing relationships with stake-
holders and to develop relevant management principles
and functions; to substantiate the elements of the concept
of managing relationships with stakeholders, including the
hypotheses and provisions of this concept.

e MATERIALS AND METHODS

The development of the concept of managing relationships
with stakeholders at enterprises in the field of medical
services was carried out in several stages. At each of them,
certain methods of scientific research were used, which to-
gether make up the general methodology of this work. In
general, the method of desk research, methods of logical
generalization, comparative analysis and content analysis
were applied. At the first stage of the research, the reports
of the State Statistics Service of Ukraine (2023), Project of
the strategy for the development of the health care system
in Ukraine until 2030 (2023), as well as the current data on
the emergency state of the health care system in Ukraine,
were used as initial data, which are given in regular reports

Development Management. 2023. Vol. 21, No. 2
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and reports of the World Health Organization (Ukraine
emergency..., 2023). To analyse and systematize informa-
tion and data regarding the most acute problems faced by
enterprises in the field of medical services and their stake-
holders, which affect the management of relations with
them, the method of logical generalization was used, which
made it possible to compare the list of problems and con-
tradictions with the list of key stakeholders who are most
affected by these problems. At the second stage of the re-
search, methods of comparative analysis and content anal-
ysis were used in order to substantiate the theoretical basis
of the concept of managing relationships with stakeholders
in the medical services industry and to find common provi-
sions and areas of intersection of the theory of stakehold-
ers with the concepts of socially responsible management
and P4 medicine and with the theories of organizational
behaviour, knowledge management, decision-making, sus-
tainable development, intellectual capital, self-developing
systems (by the theory of synergy). The main results re-
garding the development of a theoretical basis for manag-
ing relations with stakeholders of enterprises in the field
of medical services were published in the work of O. Potii
(2022). At the third stage of the research, normative doc-
uments and international recommendations on the prin-
ciples and standards of stakeholder engagement, namely,
the AA1000 stakeholder engagement standard (2015) and
Principles to guide health system recovery and transfor-
mation in Ukraine (2022), were used as initial information
materials. In order to substantiate the main principles of
managing relations with stakeholders, the method of desk
research and the method of logical generalization were
used. At the fourth stage, the methods of desk research and
comparative analysis were used to systematize scientific
approaches to the interpretation of the function of man-
aging relationships with stakeholders. The information

base of the study was made up of modern scientific works
of researchers N.J.E van Vooren et al. (2020) and B. Ku &
E. Lupton (2022). At the fifth stage, the methods of logical
generalization, comparative analysis, and content analysis
were used to build hypotheses and justify the concept of
managing relationships with stakeholders in the medical
services industry.

e RESULTS AND DISCUSSION

The development of the concept of managing relationships
with stakeholders at enterprises in the field of medical
services involves the need to formulate its purpose and
theoretical provisions on the basis of proposed and test-
ed hypotheses, as well as to determine the key principles
and functions of such management together with the jus-
tification of the theoretical basis of the concept. An im-
portant component of this concept is the development of
a methodological basis for managing relationships with
stakeholders as a tool for its implementation. It is advisa-
ble to sequentially consider all the listed elements of this
concept. When considering the purpose of this concept, it
should be noted that it consists in substantiating the theo-
retical and methodological foundations, as well as a practi-
cal toolkit for managing relationships with stakeholders of
enterprises in the field of medical services in order to solve
the problems and contradictions faced by the latter in crisis
conditions of uncertainty and taking into account the goals
of sustainable development. The list of problems faced by
enterprises in the field of medical services when interact-
ing with stakeholders was formed, based on the analysis of
sources (Principles to guide health system..., 2022; Ukraine
emergency..., 2023). Table 1 systematizes the indicated
problems and contradictions affecting the management of
relationships with stakeholders and their connection with
the types of the latter.

Table 1. The main problems and contradictions affecting the management
of relations with stakeholders of enterprises in the field of medical services

The essence of the problem

A significant lack of the material and technical base due to
destruction and military operations with a sharp increase in
the need for medical assistance, especially for certain types of it
(emergency, urgent, etc.).

Which stakeholders are most affected by this problem

Management, medical staff, shareholders and owners, patients,
local authorities, Ministry of Health.

A decrease in the investment attractiveness of projects related to
the reconstruction of structures and buildings in connection with
increased risks due to military actions and the growing need for
such projects.

Shareholders and owners of medical businesses, local authorities,
patients.

Imperfect legislative and regulatory basis for working in
wartime conditions and for rapid interaction with humanitarian
organizations. The mechanisms of control over the movement
of humanitarian aid need to be refined. At the same time, the
number of humanitarian organizations of various formats has
increased.

Heads of enterprises in the field of medical services, humanitarian
headquarters and volunteer organizations, public organizations,
the Ministry of Health, local authorities and communities.

Shortage of medical personnel as a result of their outflow from
medical institutions with increased demand for qualified medical
specialists of a certain specialty.

Managers of enterprises in the field of medical services, owners of
medical businesses, patients.

A sharp reduction in non-medical staff, especially in private
health care facilities, which leads to a decrease in the efficiency of
business processes as a whole.

Patients, managers of enterprises in the field of medical services,
employees of enterprises in the field of medical services (doctors,
middle and junior medical staff, administrative staff).

The ties between medical educational institutions and practice
bases, which formally remained, were de facto severed due to

the impossibility of conducting practical classes in some regions
of Ukraine because of military actions and the impossibility for
students to be in these regions. Many classes that used to be held
in clinics are now held online.

Medical educational institutions, students and entrants of
medical educational institutions, enterprises in the field of
medical services, patients.

Development Management. 2023. Vol. 21, No. 2
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The essence of the problem

The change in the priority of medical services necessitates
the revision of medical guarantees programs. A sharp shift in
emphasis from planned to emergency medical care requires a
review of funding priorities.

Table 1, Continued

Which stakeholders are most affected by this problem

The Ministry of Health, central and local authorities, insurance
companies, patients and their relatives, companies in the field of
medical services.

Uneven load on institutions of the health care system in the
regions of Ukraine.

The Ministry of Health, central and local authorities, territorial
communities, patients, enterprises in the field of medical services.

As aresult of the hostilities, many businesses that before the
war implemented health insurance programs and other social
packages to support the health of employees, at the moment do
not finance such programs or have ceased operations altogether,
which has led to a sharp reduction in customer service within
health insurance programs.

Insurance companies, patients and their relatives, companies in
the field of medical services.

Limited technical capabilities for the urgent entry of patient data
into the electronic health care system due to the lack of light,
communication and other circumstances.

The Ministry of Health, central and local authorities, territorial
communities, patients, enterprises in the field of medical services.

Failure of outsourcing companies to fulfil their obligations
to hospitals regarding the provision of catering services,
transportation, etc.

Patients, companies in the field of medical services.

Source: developed by the authors based on the data of Principles to guide health system recovery and transformation in Ukraine (2022),

Ukraine emergency — Situation reports (2023)

To solve most of these problems and contradictions,
some issues have been settled at the macroeconomic
level by the Ministry of Health and approved by the rel-
evant regulatory acts (Resolution of the Cabinet of Min-
isters..., 2022), but new problems arise every day. The
adopted and updated Program of Medical Guarantees
envisaged both new packages of medical services, taking
into account the state of war, which include rehabilita-
tion services and the expansion of psychological support
for the population (The Ministry of Health..., 2022). In-
ternational organizations also play a significant role in
solving these problems. An example of such joint work is
the priorities in the restoration of the Ukrainian health
care system developed by the Ministry of Health togeth-
er with the World Bank within the framework of the pro-
ject “Strengthening the health care system and saving
life (HEAL Ukraine)”, including: professional training
of specialists to expand services to support the mental
health of the population, improving the work of multi-
functional teams for the organization of aid and rehabil-
itation, including the de-occupied territories, increasing
the number and quality of equipment for rehabilitation
centres, reconstruction of medical facilities, and others
(The Ministry of Health..., 2022).

The most important issue today is not only the solu-
tion of the problems which arise, but also the development

of a proactive system of managing relationships with stake-
holders, which will allow to quickly rearrange priorities
and flexibly respond to constant changes in the external
environment in crisis conditions. For this, it is important
to take into account the theoretical and practical aspects
of interaction with stakeholders. The theoretical basis of
such interaction is the theory of stakeholders. In addition
to this theory, the following theories and concepts play a
significant role: theories of intellectual capital, knowledge
management, organizational behaviour, decision-making,
sustainable development, strategic management, syner-
gistic theory, as well as concepts of socially responsible
management and P4 medicine. The relationship between
all these theories and their importance as a basis for the
concept of managing relationships with stakeholders are
carefully explained in the work of O. Potii (2022). To fur-
ther define the components of the concept, it is advisable
to consider the main principles of management, involve-
ment and interaction with stakeholders. These principles
in a general form, without taking into account the specifics
of the field, are given in various works of academic econo-
mists, as well as in guidelines offered by research centres,
practically oriented standards, etc. Table 2 shows the re-
sults of logical generalization of scientific approaches to
distinguish the principles of stakeholder involvement in
the field of medical services.

Table 2. Principles of involvement and management of relationships
with stakeholders in the field of medical services

Author or source |

Patient-Centered

Outcomes Research Coeducation.
Institute (2022) Trust, honesty and transparency.
Partnership.

Mutual relations and clarity of roles and powers of stakeholders.

The essence of the principles

Principles and guidelines
for governance in

Coordination of clinical process management practices and corporate management practices.
Effective structure of the board of directors of a medical institution for the possibility of making

hospitals (2014) coordinated management decisions.
Systematic audit, control and risk management with appropriate policies, structures and procedures.
Compliance with responsibility, ethics and exclusivity, taking into account the specifics of the enterprise
and the environment.
Transparency and prevention of unethical practices when interacting with stakeholders.
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Table 2, Continued

The essence of the principles

N.J.E. van Vooren et al.
(2020)
them.

the well-being of the population.

A shared vision of public health management.
Mutual understanding of norms, values and roles of all system participants and building trust between

Accountability and shared responsibility for both successes and risks.

Political support for regional agreements in the field of health care.

Alignment of financial incentives with system goals.

Training at organizational and regional levels.

Involvement of communities and study of their needs regarding medical services.

Representation of stakeholders and management to promote the development of the health system and

B.Ku & E. Lupton (2022)

Human-centeredness: empathy, co-development and social factors.
Creative worldview: correct questioning, visualization, prototyping and storytelling.

Source: systematized by the authors

Based on the above table, it is advisable to focus on
those principles which correspond to the field of medical
services as much as possible. An important role in deter-
mining the principles of managing relations with stake-
holders in modern conditions is played by the goals of sus-
tainable development and recommendations developed by
international organizations regarding the restoration of the
health care system in Ukraine. The goals of sustainable de-
velopment, adopted at the summit of the 70t session of the
UN General Assembly in 2015 (Transforming our world...,
2015), should be taken into account when determining the
principles of managing relationships with stakeholders.
Within the scope of this study, the following goals deserve
special attention: No. 3 (good health and well-being), No. 4
(quality education), No. 9 (industry, innovations and infra-
structure), No. 10 (reduction of inequality), No. 16 (peace,
justice and strong institutions) and No. 17 (partnership for
sustainable development). Other objectives are also rele-
vant to the development of partnerships in the process of
managing interactions with stakeholders in the field of
health services, but the ones listed are directly related to
this problem. Taking into account the goals of sustainable
development and the current situation, the WHO (World
Health Organization) developed Principles to guide health
system recovery and transformation in Ukraine (2022), the
list of which is as follows: patient-centricity (orientation
on people); equality and financial protection; resilience
(stability); efficiency and stability; accountability. The ba-
sis for choosing a list of principles for managing relation-
ships with stakeholders of medical services enterprises in
modern conditions in Ukraine is: firstly, the specificity and
state of this industry in Ukraine, taking into account the
impact of the consequences of the corona virus pandemic
and military operations; secondly, the general principles
of managing interaction with stakeholders and their in-
volvement, as well as existing developments regarding the
principles of stakeholder involvement in the medical field;
thirdly, the goals of sustainable development approved at
the global level and the recommendations of international
organizations (WHO and others) regarding the reconstruc-
tion of the Ukrainian health care system.

In this work, it is proposed to single out three groups
of such principles, taking into account the urgent and most
important directions of managing relations with stake-
holders: the first group are principles that support ensur-
ing the quality of medical services, which is the main prior-
ity of any enterprise in this industry; the second group are

Development Management. 2023. Vol. 21, No. 2

principles aimed at restructuring approaches to managing
relationships with stakeholders, taking into account mod-
ern conditions and martial law, in which enterprises in the
field of medical services have to work; the third group are
principles that ensure the achievement of the goals of sus-
tainable development and focus on international coopera-
tion in the field of medical service, since for Ukraine, at the
moment, it is extremely important to get support from in-
ternational partners, stakeholders who take an active part
in the reconstruction of the entire health care system, both
through direct humanitarian aid and by developing recom-
mendations for enterprises in the field of medical services.
Figure 1 shows the main principles of managing interac-
tion with stakeholders of enterprises in the field of medical
services in modern conditions.

In addition to the proposed principles for substantiat-
ing the concept of managing relations with stakeholders, it
is advisable to consider the functions of the latter for en-
terprises in the field of medical services. Such functions in-
clude: firstly, the general functions of management, which
are widely known, namely, the functions of organization,
motivation, planning and control. At the same time, it is
advisable to consider these functions precisely in connec-
tion with stakeholder management and its features; sec-
ondly, functions determined by the specifics of enterpris-
es in the field of medical services. These functions relate
to the quality and process of providing medical services,
they are partially reflected in various scientific works, but
require further generalization and systematization. The
stakeholder approach in the field of medical services with-
in the framework of the considered concept transforms the
essence of general management functions.

The content of the planning function is the need to
form the goal and strategy of the enterprise in the field of
medical services, taking into account the interests of stake-
holders in health care, planning measures for the active
involvement of stakeholders to promote the activities of
enterprises and measures to influence internal and exter-
nal stakeholders in order to achieve the goals of the enter-
prise. The function of the organization is embodied in the
coordination of the actions of the company’s stakeholders
in the field of medical services, the coordination of their
meetings and the fair distribution of both benefits and risks
from the company’s activities among stakeholders, gener-
alization and search for common areas of intersection of
stakeholders’ interests. The motivation function is imple-
mented in influencing internal and external stakeholders
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in order to attract them to participate in the activities of
the enterprise in the field of medical services. Control as a
general function of management is embodied in the meas-
urement of the influence of stakeholders on the results of
the enterprise in the field of medical services, the assess-
ment of various types of influence from the point of view of
social, economic, psychological, environmental and other
types of effects, the implementation of constant feedback

with stakeholders and the assessment of their attitude to
the company’s activities. In addition to the listed general
functions, it is advisable to consider the specific functions
of managing relations with stakeholders in the field of
medical services, which are due to the peculiarities of the
latter. Such functions were considered in various works of
researchers, but their list needs systematization, which is
given in Table 3.

Problems of the Ukrainian
health care sector in
modern conditions

General principles of
managing interaction
with stakeholders

Industry-specific
principles of managing
interaction with
stakeholders

WHO recommendations on the
restoration and transformation of
the health care system of Ukraine

v v

v v

Principles of managing relations with stakeholders of enterprises

in the field of medical services in modern conditions

v

v

Principles aimed at improving the
quality of medical services

Principles that take into account the
influence of martial law and adverse
environmental conditions

Principles contributing to the
achievement of the goals of sustainable
development and international
cooperation

v
Orientation to the needs of
patients

Preservation of personnel
and educational potential of
the health care system

Focus on innovation and
resource-saving

technologies

Active involvement of
patients in the process of
providing medical services

A4
Proactivity and mutual work on risk
prevention

Revising the value of medical
logistics towards its growth

Priority of informatization and
implementation of digital
technologies

Flexibility and quick response to
changes in the external environment
Readiness for changes in the
priority of medical services

A4
Orientation to the goals of
sustainable development

Transparency, controllability and
accountability of financial
transactions

Expanding communications with
international partners, volunteers
and humanitarian headquarters and
other new stakeholders in the field of
health care

Development of private-public
partnership in the field of health care

Figure 1. Principles of managing relationships with stakeholders of enterprises
in the field of medical services in modern conditions

Source: compiled by the authors

Table 3. Specific functions of managing relationships with stakeholders at enterprises in the medical services industry

Description of the essence of a specific function

Improving the quality of medical services

Authors of works that
mentioned the function

The active participation of patients in the process of production of medical services helps to take
into account their needs and improve both the clinical and service components (co-design and co-
production of medical services), a common space is created to take into account differences in the
perception of the quality of medical services by different types of stakeholders.

S.J. Williams & L. Caley
(2020)

S.M. Kearney et al. (2021)
A.C. Stolk-Vos et al. (2022)

Promoting the development of innovations at an enterprise and in the medical field

Joint participation in the organization of the provision of medical services together with medical
workers of such stakeholders as IT specialists and companies, pharmaceutical companies,
manufacturers of medical equipment and medical goods and other representatives of business closely
related or related to the field of health care contributes to the development of these businesses and to
the emergence of new solutions that clinics, hospitals, and medical centres need.

C. Gjellebaek et al. (2020)

M. Segarra-Ona et al. (2020)
G.J. Miller (2022)

F. Santarsiero et al. (2023)

Increasing the added value of medical services
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Description of the essence of a specific function

The direct or indirect participation of stakeholders in the organization of internal business processes
at an enterprise in the field of medical services will contribute to increasing the added value of these
services due to the experience of both external and internal stakeholders.

Table 3, Continued
Authors of works that
mentioned the function

F. Schiavone et al. (2021)
R. Spano et al. (2023)

Increasing intellectual potential both at the level of an enterprise and at the level of the medical field

medical specialists of a new generation.

Interaction with medical educational institutions, as well as with institutions, organizations and other
stakeholders that ensure the improvement of the qualifications of medical workers, contributes to the
increase of intellectual capital, the formation of a personnel professional reserve and the training of

]J.L. Newlon et al. (2023)

Increasing the efficiency of the process of providing medical services

Based on the involvement of stakeholders in the analysis of the process of providing medical services,
it is possible to significantly reduce unnecessary costs and obtain a synergistic effect from the joint
participation of stakeholders in improving management approaches in the medical services industry, to
optimize the use of resources, and to invent more effective ways of organizing activities.

M. Dionisio et al. (2023)

Ensuring the quality of medical information and the efficiency of its use

of patients.

The involvement of IT specialists and specialists in the processing of large databases as stakeholders,
the use of modern information technologies, the coordination of the exchange of relevant information
between stakeholders, including other medical institutions and diagnostic laboratories, provides an
opportunity to make a diagnosis in a timely manner and to guarantee the safety of storing personal data

M.A. Sujan et al. (2022)
A. Garcia-Perez et al. (2023)

Promotion of sustainable development of enterprises in the field of medical services

enterprises in the field of medical services.

Orientation to the principles of social responsibility, along with other principles presented in this
work, contributes to sustainable development, which, in the conditions of military operations and
the unpredictable influence of external factors, is becoming even more important today for Ukrainian

A. Pereno & D. Eriksson
(2020)

L.D. Breeman et al. (2021)
0.A. Chukwu & C.C. Nnogo
(2022)

Source: developed by the authors

After defining the key principles and functions of man-
aging relations with stakeholders of medical services enter-
prises, it is advisable to consider the set of hypotheses and
theoretical propositions that form the basis of the above
concept, and to single out the main and clarifying hypothe-
ses. Hypothesis 1 (main): about the integration of relations
with stakeholders into the general management system of
enterprises in the field of medical services on an ongoing ba-
sis, which will contribute to ensuring the quality of the lat-
ter, a proactive and flexible approach to strategic planning
and sustainable development in conditions of uncertainty,
global changes and military actions. Hypothesis 2 (clarify-
ing): about the impact of socio-psychological factors, the
pandemic and military operations in Ukraine on the trans-
formation of approaches to managing relationships with
stakeholders in the medical services industry, taking into
account the goals of sustainable development. Hypothesis
3 (clarifying): on the increase of intellectual capital and
the level of qualification of employees of the medical ser-
vices industry as a result of improving the management of
relationships with stakeholders. Hypothesis 4 (clarifying)
about the influence of information and communication
technologies and partnership relations with IT companies
on the improvement of management business processes
at enterprises in the field of medical services. Hypothesis
5 (clarifying): about improving the quality of medical ser-
vices of enterprises due to the service component, patient
orientation and partnership relations with stakeholders in
the field of health care. Hypothesis 6 (clarifying): about in-
creasing the flexibility and proactivity of management and
the emergence of synergistic effects as a result of a systemic
approach to relations with stakeholders of medical servic-
es enterprises. The presented hypotheses, in turn, form the
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basis for the formulation of the key provisions of the concept
of managing relationships with stakeholders of enterprises
in the field of medical services. To justify these provisions,
it is advisable to take into account both the theoretical and
practical basis on which the management of relations with
stakeholders is based, and which makes it possible to for-
mulate the provisions of the concept which are given below.

Provisions: (1) regarding the need to involve stake-
holders and develop approaches to managing relation-
ships with them at enterprises in the field of medical ser-
vices to ensure the sustainable development of the latter
in modern conditions; (2) regarding the peculiarities of
the principles and functions of managing relations with
stakeholders in the field of medical services; (3) regarding
the formation of intellectual capital of enterprises in the
field of medical services, based on integration relations
with stakeholders and management of mutual relations
with them; (4) regarding the development of business
processes of an enterprise in the field of medical servic-
es based on the management of relationships with stake-
holders; (5) regarding the improvement of the quality of
medical services based on the involvement of stakehold-
ers; (6) regarding the role and structure of stakeholders in
the medical services industry in conditions of uncertainty;
(7) regarding the synergistic effect of proactive manage-
ment of relations with stakeholders on the activities of the
enterprise in the field of medical services and directions
for its improvement; (8) regarding the improvement of the
management of relations with stakeholders of the medical
services industry based on a comprehensive methodologi-
cal approach, which is based on the methodological foun-
dations of the theories of stakeholders and sustainable
development, as well as specific methods and approaches
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to the management of enterprises of the medical servic-
es industry. Figure 2 shows the structural elements of the

concept of managing relationships with stakeholders at
enterprises in the field of medical services.

- Problems and contradictions of enterprises in the field of medical services -~
in the process of managing relations with stakeholders \

_—) \

The concept of managing relationships with stakeholders of enterprises in the field of medical services

The purpose of the concept: substantiation of theoretical and methodological foundations, as well as a practical

problems and contradictions faced by the latter in crisis conditions of uncertainty and taking into account the goals

of sustainable development

Conflict resolution feedback

|
|
|
|
|
toolkit for managing relationships with stakeholders of enterprises in the field of medical services to solve the |
|
|
|
|
|
I

Theoretical basis

Theories

Concepts

Decision making
theory

Theory of intellectual capital

Theory of
stakeholders

Theory of self-developing systems
(synergetics)

Theory of
sustainable
development

Theory of knowledge management

Theory of organizational behaviour

Socially responsible
management

P4 medicine

Principles

Source: developed by the authors

15

—

General principles
of managing
interaction with
stakeholders and
their involvement

Principles aimed at improving the quality of
medical services

Principles of
involvement of
stakeholders in the
field of medical
services

Principles that take into account the
influence of martial law and adverse
environmental conditions

Principles contributing to the achievement
of the goals of sustainable development
and international cooperation

Hierarchical structure of hypotheses

}2eQpPaay UOIIN[OSII PIFUo)

Functions

General functions of
management in the context of
relations with stakeholders in

the field of medical services

Specific functions of
managing relationships with
stakeholders at enterprises in

the field of medical services

Provision

Main hypothesis 1

Concept provision

v v

v

|2 2R 2 2R’

Clarifying hypotheses 2-6 1 2

3

4 5 6 7 8

Methodical management of relations with stakeholders of enterprises in the field of medical services

Figure 2. Constituent elements of the concept of managing relationships with stakeholders
of enterprises in the field of medical services
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The features of the proposed concept are the com-
bination of the principles of stakeholder theory with the
specifics of management of enterprises in the field of med-
ical services based on a systemic approach and taking into
account the state of the Ukrainian health care system and
the goals of sustainable development. As points of discus-
sion, the approaches to distinguishing the principles dis-
cussed above should be compared. A number of scientists
consider the principles of stakeholder involvement while
other works highlight the principles of management of
stakeholders or the principles of stakeholder management,
and the principles of interaction with stakeholders. For
this studyj, it is important to determine the difference be-
tween these groups of principles. In addition to scientific
developments, the practical and internationally approved
AA1000 stakeholder engagement standard (2015) lists the
principles of stakeholder engagement. A separate group of
studies is made up of those that highlight the peculiari-
ties of the principles of involvement of stakeholders in the
medical services industry, including N.]J.E. van Vooren et al.
(2020), B. Ku & E. Lupton (2022).

The principles developed in this study differ, firstly, in
that they summarize existing approaches under the catego-
ry of principles of managing relationships with stakehold-
ers in the field of medical services, and, secondly, they are
combined into three groups that reflect the most relevant
trends in this industry, namely: improving the quality of
medical services, the influence of martial law and adverse
environmental conditions on health care enterprises, and
achieving the goals of sustainable development and inter-
national cooperation. An active discussion in the scien-
tific literature is also observed, regarding the functions of
managing relations with stakeholders in the field of med-
ical services. The problem is that in many works these or
other functions are not clearly called functions, but are
considered as control elements or additional effects, etc.,
although they are specific functions of managing relations
with stakeholders. Among such works, it is appropriate to
single out the work of S.]J. Williams & L. Caley (2020), which
explores the role of co-production and co-design in improv-
ing the quality of healthcare services. In essence, the basis
of co-production and co-design is precisely the involve-
ment of stakeholders in the process of management and de-
cision-making regarding the provision of medical services.
A similar question, but from the other side, was revealed by
A.C. Stolk-Vos et al. (2022), who investigated whether pa-
tients and other stakeholders perceive the quality of medi-
cal services in the same way. Research by S.M. Kearney et al.
(2021) is dedicated to the role of stakeholders in ensuring
transparency and quantitative and qualitative performance
of enterprises in the field of medical services, as well as in
the implementation of integrated patient-oriented medical
care. The cited works, in one way or another, raise the issue
of the influence of interaction with stakeholders on improv-
ing the quality of medical services, and therefore confirm
the feasibility of allocating the appropriate specific man-
agement function, which was done in this scientific study.

In his work, F. Santarsiero et al. (2023) considered the
interaction with stakeholders in medicine through the lens
of creating innovation laboratories. As a conclusion, scien-
tists emphasize the positive impact of such laboratories on
the development of digital innovations. However, the role

Development Management. 2023. Vol. 21, No. 2

of different categories of stakeholders in the creation of
such laboratories is not given special attention. Therefore,
the issue of defining key stakeholders in this process is de-
batable. M. Segarra-Ona et al. (2020) provide arguments
for the promotion of stakeholders in the development of
innovations in medical enterprises. In this work, the influ-
ence of stakeholders on the development of innovations in
the enterprises of the medical industry is determined, and
also the emphasis is placed on the implementation of in-
teraction models aimed at the joint creation of value. The
authors of the study acknowledge as a limitation that it
was not possible to examine the relationship between in-
novation and satisfaction of the end user of healthcare ser-
vices. Integration of the results obtained in their research
with the concept of P4 medicine and other related theories
would allow to solve this issue. The works of F. Schiavone et
al. (2021), R. Spano et al. (2023) testify in favour of increas-
ing the added value of medical services due to the interac-
tion of the enterprise with stakeholders.

A discussion of the role of such stakeholders as med-
ical educational institutions in increasing the intellectual
potential of healthcare enterprises is given in the study of
J.L. Newlon et al. (2023). M. Dionisio et al. (2023) in their
work provide evidence regarding the expediency of isolat-
ing such functions of managing relations with stakeholders
as improvement of the efficiency of the process of provid-
ing medical services, and A. Garcia-Perez et al. (2023) and
M.A. Sujan et al. (2022) also provide evidence regarding
the quality assurance of medical information. A. Pereno &
D. Eriksson (2020), considered a systemic approach to the
organization of health care on the basis of sustainable de-
velopment in the context of three main directions, such as
sustaining, disruptive and transformational innovations.
This work also highlights strategies for the transition to sus-
tainable development in the field of health care, which are
based on cooperation, innovation and information. The con-
clusions of the mentioned work contain recommendations
for the involvement of stakeholders outside the health care
system. However, a limitation to the implementation of the
results is that they can be applied only to countries that pay
the necessary attention to the problems of sustainable de-
velopment in health care. The authors note that without this
condition, the implementation of the results is debatable.

The question of whether all the listed impacts and
effects that are the result of interaction with stakehold-
ers can be called functions is debatable. According to the
generally accepted interpretation of functions as stable
and regular actions of the management subject, which
lead to the achievement of management goals, this paper
maintains the point of view that the listed aspects can be
systematized and classified as specific functions of man-
aging relations with stakeholders of the medical services
industry. Thus, the problems of managing relations with
stakeholders in the field of medical services are considered
in modern works, but they are covered mainly in fragments
and require systematization and the development of a
comprehensive conceptual approach.

e CONCLUSION

The peculiarity of the approach proposed in the work con-
sists in the systematization of different points of view not
only of economists, but also of specialists in the medical
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field and the substantiation of the theoretical background
and a clear list of principles and functions of managing
relationships with stakeholders of medical service enter-
prises. The hypotheses and theoretical propositions for-
mulated in the article are linked into a single system and
aimed at achieving the main goal of the concept. The main
results of the study are: a list of problems and contradic-
tions relevant for the Ukrainian health care system as of
2023, which determine the need to improve the conceptual
principles of managing relationships with stakeholders of
medical services enterprises. The principles of managing
relationships with stakeholders at enterprises in the field
of medical services are substantiated and three groups of
such principles are proposed: those aimed at improving the
quality of medical services, those that take into account the
influence of martial law and adverse environmental con-
ditions and those that contribute to the achievement of
the goals of sustainable development and international
cooperation. The system of hypotheses and provisions of
the concept of managing relationships with stakeholders
of medical services enterprises was also substantiated. The
article systematizes approaches to defining the functions

The scientific novelty of the research lies in the fact
that for the first time the concept of managing relation-
ships with stakeholders of medical services enterprises
is proposed, taking into account the current state of the
healthcare system in Ukraine, the specifics of this indus-
try, the recommendations of international organizations
regarding its restoration, as well as the goals of sustainable
development. The main achievement of the work is that,
for the first time, a holistic concept of managing relations
with stakeholders in the field of medical services has been
developed, based on the generalization and systematiza-
tion of various scientific works which only partially re-
flect certain aspects of this problem. Prospective areas of
further research are the systematization of methodologi-
cal approaches to the management of relationships with
stakeholders in the medical services industry and the sub-
stantiation of the methodological basis of the developed
concept, taking into account modern standards and goals
of sustainable development.
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AHoTaIig. AKTyaJbHICTb T€MM [OCTIIKEHHS MOJSra€ B HEOOXimHOCTI MOmyKy e(peKTMBHMX IIISAXiB OMTMMisalii
IisUIBHOCTI TMiANPUEMCTB Taay3i MeOMUHMX TIOCIYT HAa OCHOBi yOCKOHAaJEeHHS iX B3aeMofii 3 yciMma 3allikaBieHMMU
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CTeliKXongepaMy Ha MiAnpueMcTBax MenuyHOi ranaysi. IIpy 1pomy 6y/I0 BpaxoBaHO CTaH COLia/IbHOI Ta €KOHOMIUHOI
chepu Yrpainu y 2022-2023 pokax Ta OCHOBHI IIiJli CTaJIOr0 PO3BUTKY. Y POGOTI BUKOPUCTAHO TaKi METOAY HAYKOBOTO
TMi3HAHHS: JIOTIYHOTO y3araJbHeHHSsI, MOPiBHSIbHUI aHasIi3, KOHTEHT-aHali3, KabiHeTHi moctimkeHHss. O6IPYHTOBAHO
TepeJstik Mpo6yieM Ta CyIepevHoCTe y CUCTeMi OXOPOHY 3I0POB’ YKpaiHy, 10 BUMAararTh YIOCKOHAIEHHS ITiIX0/iB 10
YIIpaBJliHHS B3a€EMOIi€l0 3i CTelikXonAepaMu B Taay3i MeAMYHUX ITOCTYT. BU3HaueHO MPUHLMIM YIIPaB/liHHS B3a€EMOIi€l0
3i cTeiikxonIepamMy Ha MiATIPUEMCTBAX MEOUYHMX TTOCTYT. 3aIIPOTIOHOBAHO TPU IPYIY MIPUHIIUITIB, SIKi BpaXOBYIOTb, I10-
Tnepiie, HeOOXigHICTh YIIPaBIiHHS SIKICTI0 MeOUYHUX MOCIYT, IO-Apyre, IOTOUHY MOMITUYHY Ta COLiaJbHO-eKOHOMIUHY
cuTyariito B YKpaiHi, i, mo-TpeTe, 1isi CTiikoro po3BUTKY. 3aITPOIIOHOBAHO YAOCKOHAIEHN ! Tiepestik QyHKILil yrpaBIiHHS
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¢ INTRODUCTION

Customs and tax policies are among the most important
components of the state’s foreign economic policy. Within
the framework of customs policy, both tariff and non-tariff
regulatory measures may be envisaged, which may, on the
one hand, accelerate the processes of customs clearance
and, on the other hand, include additional customs con-
trol measures. Tax policy affects the processes of foreign
economic activity (FEA) through the collection of pay-
ments laid down in tax legislation for exports and imports.
Both policies are directly related to the processes of eco-
nomic integration of Ukraine. The integration processes
in Ukraine started after independence, as since 1991 the
state has had to independently ensure the development of
economic, political and other types of relations with other
states. The first framework agreement between Ukraine and
the EU was the Agreement on Partnership and Cooperation
between Ukraine and the European Communities and their
Member States (1994), which was signed in 1994, provision-
ally applied since 1996, and fully entered into force in 1998.
In 2014, the Association Agreement between the European
Union and the European Atomic Energy Community and
their Member States, of the one part, and Ukraine, of the
other part (2014), was signed, some provisions of which have
been provisionally applied since November 1, 2014, and the
provisions on the free trade area have been applied since
January 1, 2016. The Association Agreement fully entered
into force on September 1, 2017, whereas the Agreement
on Partnership and Cooperation between Ukraine and the
European Communities and their Member States expired.

General approaches and economic integration have
been considered in papers by various modern-day schol-
ars, some of whom have focused on the customs and tax-
ation aspects of such economic integration. Particularly,
0.0. Borzenko (2021) in her monograph states that “the
decisive direction of Ukraine’s foreign economic policy re-
mains cooperation with the EU countries, which is due to
the indispensable need to adapt to the modern system of a
globalized society”. The paper focuses on various aspects
of the economic integration of Ukraine, highlights sectoral
problems and draws conclusions on the need to accelerate
Ukraine’s implementation of the Association Agreement
objectives. However, the block of customs and tariff regu-
lation is not considered in detail. O. Kvasha & A. Sinyakova
(2019) identified the main goals of Ukraine’s economic in-
tegration with the EU, analysed the strengths and weak-
nesses of Ukraine’s integration with the EU, and identified
the expected opportunities and threats. The researchers
consider financial instruments as the most important in
the integration processes, while they do not consider such
a crucial component as tax benefits. Researcher O. Moroz
(2019) highlighted the principles of building international
economic integration, which should ensure its efficiency
and effectiveness. The author focuses on the competitive
advantages of Ukraine, which allow to implement the in-
tegration processes at a rapid pace. However, the author
hardly examined the impact of customs and tax regulations
on the economic integration.

0. Popko (2019) identified integration processes at dif-
ferent levels and drew a conclusion regarding the risks of
the economic integration for Ukraine. However, the author’s
study targets the issue of globalization without focusing on
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specific areas of integration processes. Ye. Redziuk (2021)
analysed Ukraine’s implementation of the objectives of
the Association Agreement. He concluded that it is useful
to stimulate investment programs for the development of
priority areas of the economy. Yet, the author mentions
the customs and tax aspects of the implementation of the
Association Agreement only in some theses. The paper by
V.V. Chaikovska (2020) proves the necessity of coordinated
implementation of the Association Agreement objectives
in various sectors in order to effectively fulfil and imple-
ment them in Ukraine. The author also considers it use-
ful to protect intellectual property right and emphasizes
the significant role of customs authorities in this process.
While studying the issue of customs regulation, the au-
thor did not pay enough attention to the peculiarities of
Ukraine’s fulfilment of objectives in the sector of Taxation
(value-added tax and excise tax).

A. Semenets et al. (2020) studied the effectiveness of
Ukraine’s cooperation with the EU and also proved the fea-
sibility of implementing European integration processes in
general. They concluded that the objectives of the Associ-
ation Agreement have a negative impact on the develop-
ment of industry and innovation activity of enterprises. At
the same time, the authors did not generalize the problems
in the implementation of the Association Agreement in
the sectors of Customs Matters and Taxation. The impact
of tax policy on the integration processes between Ukraine
and the EU is analysed by I. Halushchak et al. (2021). They
also identified the main problems of the tax policy of
Ukraine and proposed ways to solve them. However, the is-
sue of customs and tariff regulation remained beyond the
authors’ attention. O. Melnyk et al. (2018) consider the cus-
toms system as an important component of the European
integration of Ukraine. But the authors did not fully exam-
ine the issue of Ukraine’s implementation of the objectives
in the sector of Customs Matters (in terms of amendments
to the legislation related to the common transit procedure
and authorized economic operators) and left aside the is-
sue of taxation.

As can be seen, the subject of most recent studies has
been mainly reduced to general issues of European inte-
gration. Occasionally, researchers’ papers mentioned the
sectoral features of the Association Agreement, which
prompted the authors of this article to pay attention to the
customs and taxation aspect of the European integration
of Ukraine. The aim of the article was to study the impact
of the customs and tax sectors of the Association Agree-
ment on the integration processes of Ukraine and the EU.
In order to achieve this aim the following objectives of the
study were set: to examine the dynamics of Ukraine’s im-
plementation of the objectives of the Association Agree-
ment in the sectors of Customs Matters and Taxation; to
develop recommendations for further economic integra-
tion of Ukraine and the EU.

e MATERIALS AND METHODS

The theoretical foundation of the study was formed by the
fundamental provisions of financial and economic sciences,
the results of scientific developments, papers by Ukrainian
and other scholars. The paper is largely based on the reg-
ulatory framework defining the objectives to be performed
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by Ukraine under the Association Agreement as well as on
the reporting documentation of the executive authorities of
Ukraine (Reports of the Cabinet of Ministers...,2022), which
reflects the state of implementation of the Association
Agreement between Ukraine and the EU in various sectors.

The methods of analysis and synthesis were used to
analyse the opinions of scholars on the implementation
of the Association Agreement by Ukraine, its advantag-
es and disadvantages for Ukraine as well as the sectoral
characteristics of the implementation of the Association
Agreement by Ukraine. Historical and chronological meth-
ods were used to analyse the implementation of the As-
sociation Agreement objectives by Ukraine in the sectors
of Customs Matters and Taxation, highlighting solved and
unsolved problems. Statistical and economic methods were
used to collect, process and analyse in dynamics the indi-
cators characterizing the state of implementation of the
consolidated budget of Ukraine for customs payments;
indicators reflecting the general trends of Ukraine’s for-
eign trade within the implementation of the Association
Agreement; assessment of Ukraine’s place in international
indices related to customs and taxation aspects (Logistics
Performance Index..., 2018; Paying taxes, 2020); determi-
nation of the consequences of the Association Agreement
for Ukraine’s foreign trade. Based on the results of the pre-
war expert survey Simplification of Trade Procedures in
Ukraine: Assessments and Expectations of Business (2021)
expert survey, the impact of the Association Agreement on
the activities of companies and barriers for exporters and
importers are assessed. This survey is conducted annually
by the Institute for Economic Research and Policy Consult-
ing and involves obtaining opinions of subjects of foreign
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economic activity on the main problems of their develop-
ment, the quality of work of customs authorities, simpli-
fication of customs procedures, the impact of smuggling
on the economy, the impact of the Association Agreement
on the activities of exporters and importers. The graphical
method was used to visualize the results of the study and
increase its perceptibility; the information on tax revenues,
the state of foreign trade, the impact of the Association
Agreement on FEA entities, and existing barriers for ex-
porters and importers is presented in the form of tables and
figures. The abstract-logical method was used to summa-
rize the recommendations for Ukraine’s further econom-
ic integration with the EU and to formulate conclusions.

e RESULTS AND DISCUSSION

Despite the long existence of the Association Agreement,
Ukraine remains in low positions in some rankings. The
latest Logistics Performance Index and its indicators (2018)
showed an improvement in Ukraine’s rating from the 80%
to the 66" position in the overall rating, whereas Ukraine
moved up from the 116™ to the 89t position in the rating
of customs control effectiveness. The latest Paying taxes
(2020) rating showed that Ukraine is gradually losing its
position, ranking 65" according to the 2020 results (in 2019
it ranked 54™), which is a consequence of the lack of stra-
tegic guidelines for the development of the state tax poli-
cy. According to the results of the survey by the Institute
for Economic Research and Policy Consulting, the share of
those who experienced the positive impact of the Associa-
tion Agreement between Ukraine and the EU on their en-
terprise activities decreased among businesses by the end
of 2021 (Fig. 1).

62.8

60.6 60.3

60

50

53.5

" The enterprise benefited

from the Agreement
The enterprise lost from

40

30 28 28

20

10 -

2016 2017 2018

2020

the Agreement

B The Agreement did not
have any impact
Difficult to answer

2021

Figure 1. Assessment of the impact of the Association Agreement between Ukraine and the EU
Source: compiled by the authors according to the Simplification of trade procedures in Ukraine: Assessments and expectations of

business (2021)

The data in Figure 1 show a gradual increase in the
share of business entities on which the Association Agree-
ment had a positive effect (an increase from 28% to 36.8%)
and a decrease in the number of individuals who evaluat-
ed the Agreement negatively (from 6.2% to 5.4%). For the
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most part, the Association Agreement did not affect busi-
ness entities, as the percentage of such entities exceeded
50% in 2021. According to the 2020 results, the share of en-
terprises that reported the presence of export and import
barriers also increased (Fig. 2).
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Figure 2. Barriers to exports and imports
Source: compiled by the authors according to the Simplification of trade procedures in Ukraine: Assessments and expectations of

business (2021)

The share of importers who noted the presence of
such barriers ranges from 18.9% to 35.2%. In 2020, there
was a significant decrease in these individuals, but in
2021, the share of dissatisfied importers increased. The
share of exporters who reported the presence of the
barriers decreased to 7.9% in 2020, but it again slightly

increased to 12.8% in 2021. Overall, the survey results
show fewer barriers to exports than to imports. The Asso-
ciation Agreement has been implemented for more than
a year, and the degree of its implementation varies across
sectors, with 40% of unmet objectives in the sector of
Customs Matters (Table 1).

Table 1. Implementation of the Association Agreement between Ukraine and the EU, % of the envisaged measures

Sector 2017 2018 2019 2020 | 2021 | 2022
General indicator 41 42 43 54 63 72
Customs matters 33 36 39 44 52 60

Taxation 44 49 54 60 84 88

Source: compiled by the authors on the basis of Reports of the Cabinet of Ministers of Ukraine on implementation of the Association

Agreement between Ukraine and the European Union (2022)

The Association Agreement involves the annual fulfil-
ment of objectives related to amendments to the legisla-
tion for the implementation of EU legislation in Ukraine.
Chapter 4 of the document (Association Agreement...,
2014) deals with taxation matters (mainly value added tax
and excise tax). Chapter 5 is devoted to customs matters
and envisages simplification of customs procedures: in-
troduction of the institution of an authorized economic

operator, accession of Ukraine to the EU common tran-
sit system, gradual harmonization of Ukrainian customs
legislation with EU customs legislation. Table 2 analyses
how the measures of the Association Agreement were im-
plemented in the sectors of Customs Matters and Taxa-
tion sectors. According to the Table 2, Ukraine is gradu-
ally fulfilling the customs procedures of the international
integration, but not meeting the deadlines altogether.

Table 2. Chronology of the implementation
of the Association Agreement measures in the sectors of Customs Matters and Taxation

Year | Customs Matters Taxation

2017 | The obligation to accede to the Convention on Common | The classification of alcoholic beverages was updated in
Transit was not fulfilled. accordance with the EU legislation, the excise tax rates on these

products were increased by 20%.

2018 | The obligation to accede to the Convention on Common | An annual increase in excise tax rates on tobacco products
Transit was not fulfilled. (by 20%) was introduced.
The obligation to establish the institute of authorized
economic operators was not fulfilled.

2019 | The obligation to accede to the Convention on Common | The condition for Ukraine’s accession to the Multilateral
Transit was not fulfilled. Convention on the Implementation of Measures Relating to Tax
A common transit regime was established. Treaties was fulfilled in order to counteract the tax base erosion
The issue of customs regulations for the protection of and the withdrawal of profits from taxation.
intellectual property rights was settled.
The institute of authorized economic operators was
established.

23

Development Management. 2023. Vol. 21, No. 2



Customs and tax aspects of the economic integration of Ukraine into the EU

Year Customs Matters

2020

The obligation to accede to the Convention on Common
Transit was not fulfilled.

Table 2, Continued
Taxation

The liquid for electronic cigarettes was included in the list of
excisable goods.

The procedure for budgetary VAT (value added tax) refund was
not improved.

2021 | The obligation to accede to the Convention on Common
Transit was not fulfilled.

A national electronic transit system was introduced.

An excise tax rate was imposed on beer, based on its strength.
The procedure for budgetary VAT refund was not improved.

2022 | Ukraine acceded to the Convention on Common Transit.
A new version of the Customs Tariff of Ukraine was
adopted with amendments to the UCG FEA (Ukrainian
Classification of Goods for Foreign Economic Activity)

codes in accordance with the EU customs legislation.

A reporting form for controlled foreign transfer pricing companies
was developed.

The condition for accession to the Agreement for the automatic
exchange of Country-by-Country Reporting was fulfilled.

The procedure for budgetary VAT refund was not improved.

Source: created by the authors

Despite the introduction of a system of authorized
economic operators, as of 2022, only one such authorized
economic operator was officially registered in Ukraine,
which indicates complex criteria for selecting business
entities, making it difficult for them to obtain this status.
The integration within the sector of Taxation takes place
in Ukraine mainly in the field of indirect taxation. Ukraine
is gradually approximating the rules of indirect taxation to
those of the EU.

As of 2022, Ukraine has unified the list of excisable
goods in accordance with the EU legislation, introduced
an annual increase in excise tax rates on tobacco products
(until 2024), revised the rules for taxation of beer (which
slightly affected the tax burden of beer producers and, ac-
cordingly, the price of beer), and included the liquid for
electronic cigarettes in excisable goods. However, the is-
sue of implementation of the rules for energy taxation in
Ukrainian legislation has not yet been fully resolved, which
may significantly affect the price of electricity in Ukraine.

One of the most problematic aspects of indirect taxation
is the issue of timely VAT refund. As of December 31, 2022,
the state owed UAH 28.7 billion to business entities (Infor-
mation on the amount of VAT..., 2022). The existing VAT
refund mechanism is imperfect. Generally, VAT refunds can
be made for transactions within the country as well as for
export transactions.

Fulfilling the objectives of the Association Agreement,
Ukraine should not restrict the rights of its producers. As-
sistance (by means of tax and customs regulation inclusive)
should be provided to strategically important production
enterprises, which bring most of the tax revenues to the
budget, including those generated through export opera-
tions. Customs payments (VAT, excise tax, customs duty),
which perform the function of regulating foreign economic
activity, have a significant impact on the integration pro-
cess. At the same time, the leading role of VAT in budget
revenues should be noted (the first position in the share of
tax revenues) (Table 3).

Table 3. Customs payments in the revenues of the consolidated budget of Ukraine, billion UAH

Tax | 2007 | 2008 | 2009 | 2020 | 2021 | 2022

Import VAT 250.5 295.4 289.8 274.1 380.7 253.1
Excise tax on imports 47.7 54.1 59.4 64.4 87.0 44.1
Import duty 23.9 26.6 29.9 30.2 36.9 23.3
Export duty 0.6 0.5 0.2 0.3 L3 0.7

Source: calculated according to the statistics of the Information of Ministry of Finance of Ukraine on the execution of the state and

consolidated budgets of Ukraine (2022)

The data indicate an increase in all customs duties
during 2017-2021 (except for a slight decrease in import
VAT in 2018-2019). The martial law and a decrease in the
entrepreneurial activity of business entities led to a sig-
nificant decrease in tax revenues from customs payments.

The next step in the study of the economic integration of
Ukraine with the EU is the analysis of the dynamics of for-
eign economic activity. In recent years, there has been a
clear trend toward the predominance of imports over ex-
ports (Table 4).

Table 4. Volumes of foreign trade of Ukraine, million USD

Indicator | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 2022
Exports of goods and services 45112.7 52579.5 57280.9 64082.3 59394.0 79326.1 52434.2
Imports of goods and services 44571.1 55080.6 63493.7 67824.6 60209.7 80810.3 58 347.3
Balance 541.6 -2501.1 -6212.8 -3742.3 -815.7 -1484.2 -5913.1

Source: compiled by the authors on the basis of Foreign trade of Ukraine (2021), Foreign trade. Analytics (2022)
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As can be seen, only at the end of 2016 exports of goods
and services exceeded imports. This means that Ukraine
spent more foreign currency than it received. However,
it should be noted that the volume of export and import
operations increased by more than one and a half times,
which is a positive moment in the implementation of the
Association Agreement. The Association Agreement and
martial law have changed the structure of export and im-
port supplies. According to the 2022 results, the main ex-
port goods are products of the agro-industrial complex and
the food industry (40% of exports of goods), metallurgical
products and mineral products. Transport services (35%
of services exports), IT services (Information Technolo-
gy) and processing services dominate services exports. In
goods imports, mechanical engineering products and min-
eral products predominate (slightly more than 20% each),
and in services imports, transport services predominate in
almost all years with a share of more than 22%. After sign-
ing of the Association Agreement, Ukraine has started to
gradually realign the markets for goods and services. Ac-
cording to the 2021 results (at the time of the study, the
Ministry of Economy had not yet published information
on the geographical structure of foreign trade for 2022),
Ukraine mainly exported goods to China and Turkey and
services — to the EU and the United States. Goods were im-
ported to Ukraine mainly from China, and services — from
EU countries (Foreign Trade of Ukraine, 2021).

The authors believe that it is also worth mentioning
other aspects of Ukraine’s implementation of the Associa-
tion Agreement, which are indirectly related to the sectors
of Customs Matters and Taxation. Corruption in the cus-
toms and taxation spheres. According to the 2021 results,
Ukraine ranked 116" among 180 countries in terms of the
Corruption Perception Index (2022). The presence of the
shadow sector, low wages, the imperfection of tax and cus-
toms legislation should be indicated as the main causes of
corruption. Corruption is the main reason for the increase
in the smuggling of excisable goods. In 2022, the volume
of the shadow sector of tobacco was more than 20% and

that of alcoholic beverages was 12% (Illicit Trade..., 2022).
In this case, the main scheme for the illegal sale of alco-
holic beverages involves duty-free stores. Let us note the
low level of penalties for such violations. Under Article 204
of the Criminal Code of Ukraine (2001), the illegal sale of
alcoholic beverages and tobacco products is punishable by
a fine in the amount of 5 000 to 10 000 of tax-exempt mini-
mum incomes of citizens (85 000 to 170 000 UAH).

Intellectual Property. Despite the adoption of relevant
legislative and regulatory acts on the protection of intel-
lectual property rights in Ukraine, violations continue to
occur in this area. In the overall rating of property rights
protection for 2022, Ukraine ranks 105" out of 129 possible
rank positions (International Property Rights Index, 2022).

Environmental issues. Despite the adoption of the
Strategy for Environmental Security and Adaptation to
2030 Climate Change, the authors believe that Ukraine
does not sufficiently regulate the processes of environ-
mental security. In the 2022 environmental performance
rating Ukraine ranked 52" with an index of 49.60, falling
behind most countries of the European Union (Environ-
mental Performance Index, 2022). In particular, the prob-
lem lies in the low environmental tax rates. One of the
key environmental tax rates in the EU is the carbon tax.
In Sweden, Switzerland, and Liechtenstein, the tax rate on
carbon dioxide emissions is 117 euros per ton, in Norway —
79 euros, and in Finland - 76 euros (Bray, 2022). In Ukraine,
the environmental tax rate on carbon dioxide emissions is
30 UAH per ton.

Lack of real tax incentives for innovative development.
According to the 2022 results, Ukraine ranked 57% in the
Global Innovation Index (Global Innovation Index, 2022).
It should be noted that the value of this index is gradually
decreasing. While the vast majority of countries worldwide
provide a tax discount or tax credit when conducting inno-
vative research, the tax legislation in Ukraine does not con-
tain the corresponding norms. In order to solve the existing
problems, the authors of the study suggest the following
recommendations (Table 5.)

Table 5. Recommendations for the implementation of the objectives of the Association Agreement

Area |

Authorized economic
operators

The system of obtaining the Authorized Economic Operator status should be simplified by reducing the
number of eligibility criteria. This should increase the number of individuals obtaining this status and
improve the image of Ukrainian companies in the international market. Additionally, the information
campaign on the benefits of this status needs to be enhanced, especially for exporters.

Recommendations

Common transit system

The common transit system should not only take into account existing EU requirements, but also
contribute to the protection of exporters. This may be facilitated by reducing the amounts of financial
guarantees imposed on business entities in transit.

social categories of goods

Budgetary VAT refund It is necessary to abolish VAT refunds for operations within Ukraine and leave it exclusively to exporters,
as they lose 20% of the profit when exporting products. The abolition of VAT refund for transactions
within Ukraine will simplify the activity of regulatory authorities regarding the audit of reporting.
Moreover, it will also save budget funds allocated for VAT refund.

Reduced VAT rates on Introduction of reduced VAT rates on socially important goods with mandatory control over the prices of

these goods to assist low-income groups of the population.

Excise tax rates on energy

A transition period should be established for the implementation of the EU legislation on excise tax rates
on energy, as the introduction of the European tax rules in this segment under the martial law will lead
to an increase in prices for all types of goods.
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Area
Development of strategic
directions of taxation

Table 5, Continued

Recommendations

Of particular importance today is the development and implementation of the Tax Policy Strategy

of Ukraine, which will determine the vectors of tax development in Ukraine taking into account the
objectives of the Association Agreement. This should allow business entities to effectively implement
strategic and tax planning processes throughout the year.

Environmental issues

The solution of environmental problems should be done by introducing amendments to the norms of
environmental taxation. In this direction, the state should provide regions with a greater autonomy
regarding rates and corrective coefficients of environmental tax, limits of emissions and discharges.

Innovative development

In order to strengthen the interest of business entities in innovative development, it is advisable to
reduce the tax burden on corporate tax and channel the freed-up funds into research and development
to develop innovative products that will be competitive in the foreign market.

Source: created by the authors

This topic has been studied by other scholars who have
considered certain aspects of taxation, customs and tar-
iff regulation as well as other areas that indirectly affect
the issues under consideration. Although the authorized
economic operator system has been in existence for three
and a half years, its condition should still be assessed as
unsatisfactory, which is due to the complex authorization
requirements and the lack of a state information campaign
for business entities. As noted by S. Kanygin et al. (2022),
the EU has more flexible requirements for applicants for
the Authorized Economic Operator status, which results
in a significant number of authorized economic operators
with more than 20 000 individuals. According to T. Kara-
vayev et al. (2022), a significant disadvantage in Ukraine is
the lack of information provided to businesses about the
requirements for obtaining the status of an authorized eco-
nomic operator and the benefits that such status offers.

A. Torello (2021) believes that the application of the
Authorized Economic Operator institution has contribut-
ed to the development of trade relations between Vietnam
and EU countries and has also enabled the simplification
of customs procedures for individuals who have obtained
the status of an Authorized Economic Operator. The expe-
rience of Turkey shows some problems in applying for the
status of an authorized economic operator (Saglam et al.,
2019). However, these problems are constantly discussed
(through a national survey) and solved by amending the
national legislation.

Despite the introduction of the common transit system,
it has its advantages and disadvantages. T.V. Ruda (2022)
believes that the common transit system will improve con-
trol over the movement of goods, contribute to the reduc-
tion of customs violations and ensure the formation of a
single information space for transit traffic. According to
R. Kril (2021), the common transit system not only brings
benefits to business entities, but also ensures the coordi-
nation of actions of customs authorities, which as a result
simplifies the procedure of customs clearance of transit
operations. J. Carballo et al. (2022) in their study proved
that the use of the common transit system leads to a reduc-
tion in trade costs of business entities and increases their
exports. At the same time, as T. Zaiats et al. (2022) note,
it is also possible to increase the value of exports by ap-
plying the financial guarantee mechanism in transit traffic.

The sector of Taxation may also be subject to chang-
es aimed at implementing the objectives of the Associa-
tion Agreement. According to A. Sokolovska & L. Rainova
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(2020), the VAT refund procedure poses significant risks
of abuse and involves substantial budgetary expenditures.
R. De La Feria & A. Schoeman (2019) consider VAT fraud
schemes as one of the most problematic aspects in taxa-
tion. Generally, the scheme of procuring goods that are not
used in economic activity is applied. And on this basis the
individual declares the amount of VAT refund. According to
T. Iefymenko et al. (2021), Ukraine almost does not apply
the EU approach regarding reduced VAT tax rates on social-
ly important goods, which has allowed to slightly reduce
the prices of these goods. A. Nipers et al. (2019) proved that
reduced VAT rates in the short term leads to a significant
decrease in retail prices for social goods, provided that the
state controls prices.

In order to fulfil the objectives of the Association
Agreement in the sectors of Customs Matters and Taxation,
scholars have also emphasized the following measures:
tightening criminal liability for smuggling based on the ex-
perience of the Netherlands, Switzerland, France and Tur-
key (Nalutsyshyn, 2022); improving customs regulations to
protect intellectual property by equipping customs author-
ities with modern means of customs control (Voloshchen-
ko, 2020). Moreover, M. Husovec (2019) believes that the EU
pays great attention to the problem of intellectual property
rights protection, which is enshrined in the relevant provi-
sions of the EU Charter. V. Bulavynets (2020) emphasized
the importance of energy taxation in ensuring environ-
mental security. F.]J. Delgado et al. (2022), in their study on
environmental taxation in the EU, also proved the impor-
tance of the energy cluster of environmental taxation. It
is also important to introduce a differentiated approach to
environmental taxation that takes into account the region-
al aspect and sectoral specifics of the taxpayer (Zakharkina
& Novikov, 2020) and the regulation of tax instruments to
stimulate innovative development of business entities, tak-
ing into account the experience of EU countries (Krysovatyy
et al., 2019). J. Mitchell et al. (2020) prove the need for tax
incentives for innovative development of new business en-
tities in order to ensure employment, increase production
and sales, and enhance the competitiveness of products.

According to the authors of the study, the measures for
further economic integration of Ukraine under the Associ-
ation Agreement should allow for all the above-mentioned
opinions of the scientific community. Thus, the achieve-
ment of the objectives of the Association Agreement by
Ukraine has its advantages and disadvantages. The state
should strengthen the areas of its development that are
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prioritized and related to the achievement of the Association
Agreement objectives. At the same time, measures should be
developed to support those business entities for which the
Association Agreement has not brought positive changes.

e CONCLUSION
The results of the research prove that Ukraine is gradually
introducing measures to implement the Association Agree-
ment with the aim of economic integration into the norms
and rules of the EU. In general, the economic integration
contributes to overcoming technical and economic barriers
and ensures the implementation of common interests of
business entities of different countries. The martial law has a
significant impact on the dynamics of integration processes.
One of these consequences is the reduction of the balance of
foreign trade and the inability of the state to protect nation-
al producers from the regulatory influence of other states.
It is determined that Ukraine has not fully succeeded in
introducing customs and tax regulation measures allowing
for the EU requirements (common transit, authorized eco-
nomic operators, budgetary VAT refund, excise tax rates on
energy). Customs payments are a significant factor in the
impact on economic integration, as together they account
for more than 50%. Within these payments, Ukraine should
continue to implement the main measures of the Associa-
tion Agreement. Ukraine should gradually revise both the
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Anotranis. EkoHomiuHa inTerpailis Ykpainu HacaMmimepen mnepenb6auae iMIuieMeHTallilo 3axomiB YToau Mmpo acoliailiio
3 €C, sKa BKIIOUaE B cebe pi3Hi cektopyu. OOHUMM 3 KIIOUOBMUX CEKTOpiB Yroau Ipo acolliaiiio € «MUTHI MUTaHHS Ta
CIIPUSIHHS TOpPriBii» Ta «OmomaTKyBaHHSI». MeTOW0 CTaTTi 6Y/I0 JOCTiIKEeHHST BIUIMBY MUTHMUX Ta MOJATKOBMX aCIIEKTiB
Ha iHTerpaiiiiHi nmpouecu Ykpainu Ta €C B yMoBax robasizaliifHux MpoIeciB B eKOHOMilli. BupilleHHs rmocTaBaeHnx
B [MOCTiIKeHHI 3aBJaHb BMKOHAHO 3 BMKOPMUCTAHHSM HAyKOBMX METOZIB aHali3y Ta CUHTE3y, iCTOPUYHOTO Ta
XPOHOJIOTiYHOTO METO/IiB, CTATUCTUYHUX, EKOHOMIUHMX Ta rpadiyHMX METO/iB, a TAKOK abCTPAKTHO-JIOTIYHOTO METOZY.
HocnigxkeHo reHe3uc peanisariii 3axoaiB Yrony mpo acouiatiito 3 €C 3a cekropamu «MuTHi muTaHHsI» Ta «OMOAATKYBaHHS».
V3arajgpHeHO MpOO6JIeMHI aclekTM INOoJO peasisaiii saxofiB iHTerpaiii Vkpaiuu mo €C. IIpoaHasni3oBaHO CTaH
30BHIIITHbOEKOHOMIUHOi [AisS/IbHOCTI Ta BCTAaHOBJIEHO, IO Yrofa Ipo acolliallilo MO3UTUBHMM UYMHOM BIUIMHY/IA Ha
obcsar omnepalliii 30BHIIIHBOEKOHOMIUHOI AisSZIbHOCTI, ajle He Tpu3BeJa [0 MO3UTUBHOIO CajIbI0 30BHIlIHbOI TOPTIBIIi.
BcTaHOB/IEHO, II0 MMTHI IIIATEXi CKIAZAIOTh OiMbINY YaCTMHY OOXOMiB 3BedeHOTO OIMKeTy YKpaiHM, a OCHOBHY
MATOMY Bary B J0Xomax GIOmKeTy CKIaZa€e MOATOK Ha JOJaHy BapTicTh. IIpoaHamiszoBaHa CTPYKTypa €KCIIOPTY Ta
iMImopTy (3a ToBapaMu Ta KpaiHamu) Ta BCTAHOBJIEHO, 110 YKpaiHa MOCTYIOBO BiAXOAUTH BiJ, BUPOOHMUIITBA MPOMYKILii
MaIIMHOOYIYBaHHS Ta aKIEHTYE 3yCUIIISI HAa CEKTOPi arporpoMMCIOBOrO KOMIUIEKCY. BuokpeMieHO cekTopu YToau mpo
acoiriallito, sIki HeraTUBHUM UMHOM BIUIMBAIOTh Ha IPOI[ECY MUTHOTO Ta MOJATKOBOrO Pery/IioBaHHS, 3alpOIIOHOBAHO
HIIXY BUPILIEHHS TTPOGIIEMHUX MUTaHb. [[pakKTMYHE 3HAUEHHS OfepPXKaHUX Pe3yJIbTaTiB MOJISITa€ B y3arajJbHeHi 3aX0/iB
pearizanii VkpaiHoio Yromu mpo acorjiariito, BUOKpeMJIEHHI iCHYIOUMX Mpo6/eM Ta po3poOLi MPOIMo3uliii momo ix
BUiIlIeHHST
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Abstract. At the current stage of development of the world and Ukrainian economy, which is characterized by a high
level of instability of economic processes, the development of a scientific basis for preventing a negative impact on the
sustainable functioning of micrologistics systems becomes an urgent task. The purpose of the study was to generalize the
factors influencing the sustainable functioning of the micrologistic system and mechanisms to prevent the instability of its
functioning in the future. The main research methods were: bibliometric analysis, generalization, analysis and synthesis.
It was established that the sustainable functioning of the micrologistic system is the preservation and improvement of
the main indicators of economic, organizational, managerial, production, logistic, technical and financial activities using
a systematic approach to the management of the logistics system and under the influence of macroenvironmental factors.
The system of factors for assessing the sustainability of the functioning of the micrologistics system is typified by such types
of sustainability as managerial, production, market, financial and economic, innovative, investment, personnel, ecological
ones. The value of the work consists in determining the factors of the internal environment that depend on the strategy
of the logistics system itself; they include: management, financial, personnel, marketing, technological, innovation and
logistics factors. In order to prevent the instability of the functioning of micrologistics systems, it is proposed to carry
out a general comprehensive diagnosis of the entire system, namely the analysis of all business processes, the analysis of
the main financial and economic performance indicators, the determination of negative factors and indicators and their
sources of occurrence. The results of the research can be implemented in the activities of micrologistics systems, namely
manufacturing enterprises, trading companies, logistics centres and companies engaged in logistics activities
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¢ INTRODUCTION

Micrologistics systems in Ukraine from 2019 to 2023 work
under the influence of negative factors, such as the pan-
demic, the war, and are constantly at risk of being in a
difficult situation and losing their economic stability, so
they very often need the development of a new micro-lev-
el management system focused on sustainable develop-
ment and overcoming crisis phenomena. Since microl-
ogistics systems are subjects of economic relations, the
stable functioning of individual branches of the economy,
regions and countries as a whole depends on their stable
functioning. The relevance of the selected issues is due
to the need to create modern conditions for the stable

functioning of enterprises and companies for their de-
velopment as part of meso- and macrologistics systems.
The investigated problem is complex and multifaceted,
which requires a more in-depth analysis, the formulation
of proposals for an effective management system for the
economic sustainability of micrologistics systems. The
question of achieving sustainable functioning of microl-
ogistics systems has not been studied sufficiently and re-
quires further research.

N.G. Kalyuzhna & A.S. Sheremet (2022) studied the
problems of the logistics systems of Ukraine. It is substan-
tiated that the use of the proposed country logistics risk
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index will help enterprises and logistics companies to op-
erate in the international market in order to maintain their
competitive positions. The authors investigated only the
logistics component, not taking into account other areas
of activity of micrologistics systems and the influence of
negative factors of the external environment. Research-
ers T. Kolodizieva et al. (2022) investigated the problems
of logistics service as a component of the functional field
of logistics: it is established that improving the quality of
logistics service requires its assessment to identify rele-
vant reserves; the indicators of the operation of logistics
systems in terms of efficiency and return for consumers are
determined. The study is of practical interest, but it does
not indicate the extent to which indicators of the level of
logistics service affect the sustainable functioning of logis-
tics systems. It is also not determined what level of logis-
tics service is the minimum for a micrologistics system and
can be an indicator of the critical state of its competitive-
ness in the market.

L. Kurbatska et al. (2021) concluded that the main di-
rections for improving the logistics system of enterprises
will be the principles of the system approach, which are
developed in the integration and clear interplay of all ele-
ments of the logistics systems. It is determined in the work
that with the help of the method of synthesis of the logis-
tics system, it is possible to adjust the goal, tasks and mod-
els of making and implementing management decisions in
a timely manner. The author did not investigate the influ-
ence of internal factors on the sustainable functioning of
the system, but this is a circle of factors that the company
can independently control and look for ways to further op-
timization. O.A. Lisnichuk & T.A. Nesterchuk (2018) with-
in the framework of the study summarized the external
and internal factors that influence the financial stability
of the enterprise. The author has developed a methodical
approach to assessing the financial stability of modern en-
terprises, but the role of other economic factors that may
affect the sustainable functioning of enterprises in Ukraine
is not defined. Scientists O. Levkovych & Yu. Kalashnikova
(2021) investigated the essence of the financial stability of
the enterprise, determined the main factors influencing it
and substantiated the indicators of the assessment of fi-
nancial stability of the enterprise. However, the authors
did not systematize and designate any possible indicators
for assessing the stability of the functioning of enterprises.
O.Yu. Kravets & O.V. Trifonova (2019) studied the features
of the functioning of micro-, meso- and macrologistic sys-
tems. The authors developed the classification of microlo-
gistic systems, identified their functional areas and main
indicators of activity.

However, the above studies did not fully generalize
the factors of internal and external influence on the sta-
ble sustainable functioning of enterprises. The purpose of
the study was a theoretical generalization of the factors
of influence on the sustainable development of the mi-
crologistics system and the mechanisms that can contrib-
ute to preventing this influence in the future. The tasks
of the study were to generalize the essence of the concept
stability of micrologistics system functioning, methods of
its evaluation, and determination of factors that have a
greater influence on the stability and performance of mi-
crologistics systems.

31

e MATERIALS AND METHODS

The scientific research includes the study of the mecha-
nisms of sustainable functioning of micrologistic systems.
The basis of the methodological approach in this work is
a combination of the dialectical method of cognition, the
systemic approach, bibliometric analysis, generalization,
analysis, observation, and synthesis. The application of the
dialectical method of cognition made it possible to study
different scientific points of view regarding approaches to
the sustainability of the functioning of micrologistics sys-
tems. The use of a systemic approach allows considering
objects as systems, namely micrologistics systems from
the point of view of their place in the structure of the ma-
crologistics chain, on the one hand, and the existence of
their functional internal subsystems, on the other hand. All
these factors create a general impact on the productivity
of enterprises and the sustainability of their functioning.
With the help of bibliometric analysis, an analysis of mod-
ern scientific publications was carried out according to the
research direction, namely, in relation to the problems of
establishing the sustainability of the functioning of eco-
nomic systems at the micro level. Based on the analysis of
literary sources and the generalization of trends in the de-
velopment of modern logistics systems, a definition of the
concept of sustainability of the functioning is proposed.
To generalize the factors influencing the sustainability of
the micrologistics system functioning of micrologistics
systems and factors for assessing the sustainability of the
functioning of the micrologistics system, methods of anal-
ysis and synthesis were used.

The research was based on the use of the methodol-
ogy of analysis of theoretical approaches and practical
aspects of the implementation of various types of in-
formation and communication technologies, which was
achieved through the use of methods: generalization -
to formulate the basis of the concept of sustainability of
the micrologistics system functioning; analysis — to learn
about the influence of internal and external factors on
the performance of micrologistics systems, to summa-
rize the influence and form of assessment of factors of
various groups of enterprise sustainability, as well as to
determine the trends of their influence on the sustaina-
bility of the micrologistics system functioning. The meth-
ods of generalization and synthesis made it possible to
combine the system of factors for assessing the stability
of functioning and management of micrologistics sys-
tems, which consists of such types of sustainability as
economic, market management, production, personnel,
investment, innovation, environmental logistics, techni-
cal, financial and is constantly under the influence mac-
roenvironmental factors. The use of the generalization
method made it possible to typify the system of factors
for assessing the stability of the functioning of the mi-
crologistics system according to such types of stability as
managerial, production, market, financial and economic,
innovative, investment, personnel, and environmental.
To form conclusions and proposals for increasing the sta-
bility of the functioning of micrologistics systems, the
method of synthesis was used. It allowed to combine the
opinions of different authors and draw conclusions based
on their own observations regarding the improvement of
the stability of the functioning of micrologistics systems.
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e RESULTS AND DISCUSSION
Determination of indicators for assessing the stability
of micrologistics system functioning
At the beginning, it is necessary to determine what a logis-
tics system is in general and a micrologistics system in par-
ticular. The term “logistics system” has a slightly different
definition in modern scientific works of economists. Con-
sider the most well-known of these definitions. The logis-
tics system includes the integration of logistics elements
within the framework of a certain economic system to op-
timize the processes of material flows (Krykavskyi & Chor-
nopyska, 2009). The logistics system is a multi-level system
that includes material and technical, organizational and
economic, social - psychological and legal subsystems. The
activity of logistics systems is based on such principles as
flexibility, adaptability, compatibility and interconnection
of all its links, etc. The subsystems that make up the logis-
tics system integrated into the management process of an
industrial enterprise have direct and feedback links with
the external environment (Zhovtyi, 2016). The logistics
system is considered as: a set of its constituent functional
elements; an adaptive system with feedback; as an ordered
structure; a set of material and related flows; unification
of logistics operations; a set of enterprises, their structural
subdivisions; a management system or an organization-
al-management coordination mechanism, etc. (Boldyreva,
2014). The logistics system is presented as a universal op-
timal set of management of the corresponding moving and
stationary flows due to the optimal ratio of costs and results.
The micrologistics system functions within the industrial
complex to ensure the proper efficiency of both individ-
ual divisions and facilities as a whole (Tserkovna, 2019).
According to the institutional approach, logistics sys-
tems are divided into: macro-, meso-, and micrologistics
systems. Achieving sustainable functioning is a priority
area of research in the modern conditions of existence of
logistics systems. The research of many scientists does
not fully reflect all spectrums of logistics activities due to

the variability of external and internal factors influencing
the functioning of logistics systems, the need for constant
analysis and synthesis in order to improve the performance
of micrologistics systems. Micrologistics systems are sepa-
rate links of supply chains (Tserkovna, 2019; Gandia & Par-
mentier, 2020). Not only the results of their work depend on
the stable functioning of micrologistics systems, but also
the stable functioning of meso- and macrologistics systems
as a whole. The concept of sustainability of the microlo-
gistics system functioning is multifaceted. The essence of
sustainability is determined by the effective supply, distri-
bution, and use of material, financial, and informational
resources in the process of managing the logistics activities
of micrologistics systems (Melnikova, 2017; Khvishtun &
Kovalchuk, 2018; Kalyuzhna & Sheremet, 2022).

Based on the synthesis of literary sources, the existing
varieties of system sustainability are summarized and it is
proposed to use a systematic approach and the principle of
integration for them. The definition proposed by the au-
thor of this study has the following interpretation: “sus-
tainable functioning of the micrologistics system is the
preservation and improvement of the main indicators of
economic, organizational, management, production, logis-
tics, technical and financial activities under the condition
of the existence of a systematic approach to the manage-
ment of the logistics system and under the influence of
macroenvironmental factors”.

The concept of sustainability of the functioning of mi-
crologistics systems is expressed in the balance of all eco-
nomic indicators of micrologistics system activity (Busse
& Wallenburg, 2011; Boldyreva, 2014; Zhovtyi, 2016). They
must adapt to the factors of variability in the external en-
vironment and have a flexible management structure in-
side. The stable operation of the micrologistics system is
primarily ensured by the internal management structure
and the quality of its management by top managers. Ta-
ble 1 shows the system of factors (indicators) for assessing
the stability of its operation.

Table 1. System of factors for assessing the stability of the operation of the micrologistics system

Type of

Characteristics of the micrologistic
system functioning factor

5 e Factors
sustainability non sustainable sustainable
g(}:fs (s)lrll:;llreel c())ff rtr;laense;gsirennelnt personnel in the total number of High Optimal
Timeliness and efficiency of decision-making Untimely Timely
Management Performance Low High
Use of modern methods of exchanging information flows None Present
Clear distribution of powers and responsibilities None Present
Volume of production Low High
Production Productivity Low High
Capital-labour ratio Low High
The duration of the production cycle Increased Decreased
Market share Low High
Entering new markets None Present
Market Sales level Low High
Product range Narrow Varied
Image on the market Negative Positive
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Type of

Table 1, Continued

Characteristics of the micrologistic
system functioning factor

sustainability G
non sustainable sustainable
Gross profit Low High
) ] Cost level Low High
Financial ._and Solvency Low High
economic
Profitability Reduced High
Capitalization Decreases Increases
Strive to implement innovations Low High
Rate of profitability of innovative projects Low High
Number of innovative products Small Large
Innovative - - . .
The share of innovative technologies implemented in the
- Small Large
analysed period
Discounted income from the implementation of innovative .
- Low High
projects
Enterprise value Decreases Increases
Investment Inflow of investments Decreases Increases
The difference between inflows and outflows of funds Negative Positive
The number of personnel Changing Optimal
Personnel Salary level Decreases Increases
Level of social protection Low High
Use of energy-saving technologies Slow Present
. Amount of waste Large Small
Ecological . 3 . .
Negative impact on the natural environment Significant Insignificant
Implementation of recycling Slow Present

Source: created by the author

The methods that can be used to assess the sustain-
ability of micrologistics system functioning include: the
comparison method, the normative method, the method of
developing a system of indicators, horizontal analysis, the
method of the sum of points, the method of absolute (rel-
ative, average) indicators of systems (Zimon, 2015; Ali et
al., 2022) In the functioning of the micrologistics system, it
is necessary to constantly analyse the factors that affect it
and their dynamics. Depending on the scale of the logistics
system of the enterprise, the life cycle of existence, sales
markets, competition, external and internal influencing
factors, it is necessary to monitor these factors. A signif-
icant influence on this process is the presence of an effec-
tive logistics management system.

The systemic instability of the functioning of the mi-
crologistics system is associated with the negative opera-
tion of the subsystems, the lack of an effective management
system, the imbalance in the performance of the main func-
tions, the lack of optimal information exchange, the un-
satisfactory use of modern technologies and innovations,
which in turn will lead to the deterioration of the stability
of the system’s existence. Deterioration of the stability of
the functioning of the micrologistics system is caused by
the influence of factors of the external and internal envi-
ronment. Each individual logistics system has its own in-
dustry specifics, infrastructure and individual characteris-
tics. L. Kurbatska et al. (2021) suggests using the following
components to ensure the principles of sustainable devel-
opment of logistics systems: economic (direction of devel-
opment: commercially sustainable, financially sustainable,
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organizationally sustainable, production-technically sus-
tainable and innovatively sustainable); social (direction of
development: personnel-sustainable and income-sustain-
able); ecological (direction of development: resource-sus-
tainable and environmentally-sustainable). Improving the
strategic directions of enterprise activity requires stable de-
velopment and functioning of the enterprise, increasing the
efficiency of management functions.

Generalization of influencing factors on the stabil-
ity of the functioning of the micrologistics system
The effectiveness of micrologistics systems in most cases
depends on the implemented modern corporate informa-
tion systems that allow experts to manage functional sub-
systems, business processes and adjust them in real time
and space. At the same time, the main indicators are in-
dicators of the reliability and importance of information
related to integrated flows. For successful management
of financial stability, a clear understanding of one of the
main components of its provision is considered necessary,
namely, stable solvency, having a large part of equity capi-
tal as a source of financing. This approach ensures that the
enterprise does not attract financial flows from the outside
and does not depend on creditors (Levkovych & Kalash-
nikova, 2021). The factors of the external environment that
affect the stability of the micrologistics system functioning
include: market, political, technological and financial ones.
It is impossible to influence these factors, but they must be
taken into account in order to prevent risks. The external
factors that form the financial stability of the enterprise
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and are vital for the stable functioning of the enterprise
are determined by: economic performance indicators, sol-
vent consumer demand, the economic, social and political
situation in the country (Lisnichuk & Nesterchuk, 2018).

Factors of the internal environment depend on the strate-
gy of operation of the logistics system itself, they include
managerial, financial, personnel, marketing, technological,
innovative and logistical factors (Table 2).

Table 2. Internal environmental factors that influence sustainability of the micrologistics system functioning

Management factors

Changing of owners and heads of divisions
Irrational management system
Duplication of management functions
Lack of cross-functional connections
Failure to use a systematic approach

Insolvency

Imbalance in the time and volumes of inflow and outflow of funds
Deficit of working capital

Large volumes of loans

Financial obligations to investors and creditors

Low qualification of employees

Lack of material and moral encouragement of employees

Lack of marketing strategy

Depreciation of fixed assets
Incomplete loading of production facilities and infrastructure
High energy intensity of production

Lack of research and development
Absence of innovations
Insufficient usage of modern innovative technologies

Underdeveloped logistics infrastructure

Wear and tear of vehicles and warehouses

Absence of a single control centre for flow processes

Lack of qualified personnel performing logistics operations

Large logistics costs

Financial factors

Personnel factors

Lack of training programs, internships and additional education of employees
Low motivation of personnel to improve the results of the logistics system

Marketing factors

Insufficient studying of the needs of the market and its segmentation
Lack of interconnection of marketing with supply, production, warehousing, transportation, etc.

Technological factors

Innovation factors

Logistics factors

Failure to use modern information technologies and software products for managing information flows in logistics systems

Source: created by the author

There is a need to form methodical regulations regard-
ing the construction of a system of indicators for analys-
ing and evaluating the level of development of enterprises.
This can be, in particular: measuring the key indicators of
the logistics system of an industrial enterprise; performing
a comprehensive assessment of the efficiency of logistics
management based on the criteria entered into the sys-
tem; monitoring of negative phenomena during manage-
ment decision-making in the logistics sphere (Martynova
& Sharko, 2020).

In order to prevent the instability of micrologistics sys-
tem functioning and analyse violations, it is necessary to
carry out the following actions: financial diagnostics with
the identification of processes and violations in the func-
tional and financial sphere, forecasting possible insolven-
cy; analysis of the risk management system associated with
the functioning of micrologistics systems; management
accounting, in order to determine the places that most
add problems and violations of stability of functioning;
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operational control in various functional areas of logistics
activity; control and monitoring of key performance indi-
cators of micrologistics systems. It is necessary to moni-
tor and analyse the indicators and factors that cause dis-
ruptions in the work of micrologistics systems, affect its
efficiency, effectiveness and profitability; they should be
identified and eliminated in a timely manner. In addition,
logistics managers should constantly work to determine
the factors influencing the sustainable functioning of mi-
crologistics systems in order to strengthen their positions
on the market and further develop the system.

It is important to prevent the instability of the func-
tioning of micrologistics systems by conducting a gener-
al comprehensive diagnosis of the entire system, namely
the analysis of all business processes, the analysis of the
main financial and economic performance indicators, the
determination of negative factors and indicators and their
sources of occurrence. On the basis of studies of the cur-
rent state of the enterprise, carried out by specialists of
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these enterprises, it is necessary to formulate directions
for reengineering business processes; to eliminate “bot-
tlenecks” and carry out measures that will contribute to
improving the stability of the functioning of micrologistics
systems. An important factor in increasing the effective-
ness and efficiency of work is the interest of the staff in
achieving a synergistic effect. This can be achieved only in
teamwork, cross-functional integration and effective man-
agement of the system as a whole.

One of the tasks of ensuring the stability of the func-
tioning of micrologistics systems is the generalization of
the entire spectrum of problems, threats and risks that
arise in the process of functioning of logistics systems.
The operating conditions of micrologistics systems in
Ukraine starting from 2022 cannot properly ensure eco-
nomic stability due to the negative influence of external
factors. The list of threats and their generalization enables
management staff to take these factors into account and
try to change the strategy and tactics of management de-
cision-making in a timely manner. In order to maximally
avoid a negative impact on the stability of micrologistics
system operation, it is necessary to have: a clearly defined
mission and strategy of the logistics system; flexible plan-
ning system; creative approaches to management deci-
sion-making, especially in conditions of uncertainty; flexi-
ble marketing policy; adequate reaction to the appearance
of competitors; established system of cross-functional re-
lations, intergroup and interpersonal relations in the team;
a clear innovation strategy and its implementation policy;
modern approaches to the organization of production and
sales; system of budgeting and planning of financial flows;
risk neutralization mechanisms; reservation system.

The main stages of the management process during the
functioning of micrologistics systems, which will avoid the
loss of stability, are: planning the main indicators of mi-
crologistics system activity, carrying out a comprehensive
analysis of the economic state; determination of reserves
for increasing the stability of functioning, development of
reference indicators, research of risk-oriented strategies of
functioning, control and correction of tactical and opera-
tional tasks, evaluation of the effectiveness of measures.
In order to prevent the instability of micrologistics system
functioning, it is necessary to carry out a general compre-
hensive diagnosis of the entire system, namely the analysis
of all business processes, the analysis of the main financial
and economic performance indicators, the determination
of negative factors and indicators and their sources of oc-
currence. A systematic approach to consideration of factors
affecting the sustainability of micrologistics systems and
the development of measures that will prevent it from be-
ing lost in the conditions of activity is an indicator of ade-
quate logistics management.

The author of the study proposed the use of a system-
ic approach to the identification, assessment and optimi-
zation of factors influencing the sustainable functioning
of micrologistics systems with the subsequent obtaining
of a synergistic effect. R. Gandia & G. Parmentier (2020),
N.Reznik et al. (2021),A. Ali et al. (2022) and other research-
ers considered individual components of the functional ac-
tivity of micrologistics systems without taking into account
integrative properties and the use of a system approach.
E. Krykavskyi et al. (2019) investigated the essence of
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micrologistics systems, their relationship with macro- and
meso-logistics systems, but indicators of the sustainability
of logistics systems were not determined. Logistics service
and its influence on the results of the company’s work were
reflected in the studies of many scientists — T. Kolodizieva
et al. (2022), H. Balouei Jamkhaneh et al. (2022) and A. Ali
et al. (2022). The impact of the level of logistics customer
service on the performance and competitiveness of the en-
terprise cannot be reduced, however, for most enterprises,
especially manufacturing ones, the service is an additional
accompanying type of activity. The service only helps to
retain or interest customers, so it should be considered in
connection with other functional areas of the enterprise.
In this article, it is proposed not to separate the logistics
service, but to consider it together with other spheres of
activity of micrologistics systems (purchasing, production,
sales), which in the process of their integration can show
the actual impact on the performance of the enterprise.

L.A. Tavasszy (2020) and L. Kurbatska et al. (2021) in-
vestigate that with the help of various methods of synthe-
sis of the logistics system, it is possible to timely adjust
the goal, tasks and models of making and implementing
management decisions. But precisely those management
decisions that most affect the stability of functioning of
micrologistics systems remain undefined and ungrouped.
Scientists N. Reznik et al. (2022) consider the essence of
logistics and investigate the factors that affect the quali-
ty of logistics transportation from the point of view of the
impact on the result of logistics activity. The timeliness of
transportation and transportation costs are of significant
importance in the logistics activities of micrologistics sys-
tems, but it is necessary to consider the total costs from all
functional areas of activity, to determine ways to optimize
costs using a systemic approach and factors affecting the
performance of micrologistics systems as a whole. In their
work L. Martynova & V. Sharko (2020) studied indicators
and estimates of logistics technologies of an industrial en-
terprise. But the ranking of technology in the article was
not carried out: their use can affect the stability of the op-
eration of the logistics system. I. Troshani et al. (2018) in-
vestigate the experience of European countries and means
of optimizing accounting and cost accounting of enterpris-
es. However, the work does not specify how exactly it is
necessary to keep records of logistics costs, at the expense
of which it is possible to investigate the state of logistics
activity of the micrologistics system. The study of M. Tu
(2018) is interesting, where the researcher determines the
factors that affect the implementation of micrologistics
systems and management in logistics supply chains (Inter-
net of things) using qualitative and quantitative methods.
A mixed-methods approach provides a better understand-
ing of the incentives that influence companies’ decisions
to adopt the Internet of things and how these technologies
can affect the performance of micrologistics systems.

M. Faccio et al. (2018) investigate in their work the
interrelationship of logistics operations in macro- and
micrologistics systems, determine the impact of the most
important logistics systems on the overall productivity of
enterprises; and in the work of A. Zajac et al. (2023) they
investigate the peculiarities of influence of the financial
component of sustainability on the functioning of the en-
ergy complex enterprises. Microeconomic factors that de-
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termine the financial security of energy enterprises, includ-
ing internal and external factors that affect the functioning
of these entities, have been identified. D.V. Sedikov (2019),
L.A. Tavasszy (2020), N.G. Kalyuzhna & A.S. Sheremet
(2022) consider the problems of functioning of micrologis-
tics systems from the point of view of the current state of
development of the country’s economy in the conditions
in which they function, or under the influence of glob-
al economic processes. In our opinion, it is necessary to
group the factors that affect the stability of operation of
all micrologistics systems, that is, to standardize the list of
factors that, under the conditions of operation, will be in-
dicators and factors that should always be paid attention to
in the process of analysing the state of micrologistics sys-
tems and development prospects. In addition to that, the
internal factors of influence on the sustainable functioning
of the logistics system in the course of their functioning
remained undefined. The author H. EIMaraghy (2019) did
not define the role of economic factors on the sustaina-
ble functioning of logistics systems. Instead, this article
summarizes the factors of influence of smart logistics on
the logistics system functioning. In this study, the author
developed and generalized a system of factors and indica-
tors for assessing the sustainability of the functioning of
the micrologistics system, which had not been done before.
This system is universal for various sectors of the economy
and can be used by any micrologistics system.

In the process of research, it was found that most au-
thors have the same opinion that sustainability is the most
important indicator of enterprise activity, but each of them
differently evaluates the factors of internal and external in-
fluence on it and the degree of their importance. The issues
to which the article is devoted have been studied by many
scientists from different perspectives of the functioning of
enterprise subsystems and from different spheres of influ-
ence, external and internal, micro- and macroeconomic re-
lations. The most widespread topic of research is devoted to
the economic and financial stability of the functioning of en-
terprises. This article differs from the existing ones in that it
takes into account a systemic approach, includes the logis-
tics component, as a weighted element of the component
of economic stability specifically for micrologistics systems.

e CONCLUSION

The current operating conditions of micrologistics sys-
tems in Ukraine cannot properly ensure economic stability
due to the negative influence of external factors, but it is
necessary to constantly look for solutions that will mini-
mize the influence of these factors and increase the posi-
tive dynamics of their development and functioning. The
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MeXxaHi3MM BocArHeHHs CTiMKoro yHKLioHyBaHHS
MiKponorictTu4Hoi cucremm

KaTepuHa BanepiiBHa MenbHuKoBa

Kanaounoat eKOHOMIYHUX HayK, OOLEHT
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AHoTauis. Ha cyuacHOMy eTarti po3BUTKY CBiTOBOI Ta yKpaiHChKOI eKOHOMIKM, SIKMiT XapaKTepuU3y€eThCsI BUCOKMM PiBHEM
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aHasii3 Ta cuHTe3. BcTaHOBIEHO, 1110 CTiliKe QYHKI[IOHYBaHHS MiKPOJIOTiCTUYHOI CHCTEMH — Iie 36epeskeHHS Ta MO MIIeHHSI
OCHOBHMX ITOKa3HMKiB €KOHOMIUHO1, OpraHisalliifHoi, yrpaBiiHCbKO1, BUPOGHMYOT, IOTiCTUYHO1, TEXHIUHO1 Ta hiHaHCOBOI
IiSTTBHOCTi, BUKOPUCTOBYIOUM CUCTEMHMI MiIXim MO YMpaBIiHHS JIOTICTUYHOIO CHCTEMOIO Ta IIifi BILIMBOM (haKTOPiB
Makpocepenosuina. TumizoBaHo cucteMy GakTOPiB OIiHKM CTiiiKoCTi QYHKI[IOHYBAaHHS MiKPOJIOTICTMYHOI CUCTEMMU
3a TaKMMM Pi3HOBMIAMM CTiliKOCTi, SIK yIIpaBIiHCbKA, BMPOOHMYA, PUHKOBA, (PiHAHCOBO-€KOHOMiUHa, iHHOBAIliifHa,
iHBecTuIIiliHa, KaZpoBa, eKomoriuHa. IliHHicTh po6OTHM ToJISTae y BU3HAauUeHHi ()aKTOPiB BHYTPIiIHBOTO CEepemIOBMIIA,
SIKi 3asieskaTh Bif cTparerii GyHKIIOHYBaHHSI CAMOi JIOTiICTUUHOI CHMCTeMM, A0 HUX BiJHOCSITh: YIIPaBIiHCHKi, (DiHAHCOBI,
KaJIpOBi, MapKeTMHIOBi, TEXHOJIOTIUHi, iHHOBAIIiifHi Ta JoricTMYHi. 38711 HEMOMYIIEHHSI HECTiMKOCTI QYHKITIOHYBaHHS
MiKpOJIOTiCTUUHMX CUCTEM 3aIlpOTIOHOBAHO IPOBEIEHHS 3arajbHOi KOMIIIEKCHOI HiarHOCTMKM po6OTH Beiei cuctemu,
a caMe aHaJli3 ycix 6Gi3Hec-TpolleciB, aHali3 OCHOBHMX (PiHAHCOBMX Ta €KOHOMiUHMX MOKA3HUKIB POOOTY, BU3HAYEHHS
HeraTMBHMX (QaAKTOPIB ii MOKa3HMKIB Ta IKepest iX BUHUMKHEHHS. Pe3y/bTaTy JOCTiAKeHHSI MOXKYTh OYTM BIIPOBA/IKEHI B
LisSTbHICTh MiKPOJIOTICTUUHUX CUCTEM, a caMe BUPOOHMUYMX MiAIIPUEMCTB, TOPrOBUX KOMIIaHiiA, TOTICTUYHUX LIEHTPIB Ta
KOMIIaHi, IKi 3a/iMaioThCS JIOTiCTUYHOIO JislIbHICTIO
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Abstract. Local economies are key factors for ensuring the sustainable development of regional economies and countries
in general, so there is a need to use effective approaches to managing local economies. The purpose of the article was
to analyse the use of managerial and functional approaches to manage local economies in Ukraine, Germany, the USA,
Poland and China, and to make recommendations for improving the local economy in Ukraine based on this information.
The research was carried out using the methods of analysis, synthesis, specification, comparison and generalisation.
It was found that the use of a joint management and functional approach to determine the key functions of the local
economy and create strategies for their development is the most effective approach. The importance of understanding the
peculiarities of the local economy and accounting for local resources, infrastructure and potential for the development
of effective development strategies was highlighted. The need to involve local communities and stakeholders in the
process of developing and implementing such strategies was emphasised. It was determined that the following things
will help improve the economic climate of communities: ensuring sustainable and long-term financing of local economic
development programs and projects, active participation and support of local communities and business representatives,
development of public-private partnership mechanisms, increasing the level of competence and qualifications local
personnel, application of innovative technologies and approaches, development of the system of monitoring and
evaluation of results, strengthening of international cooperation. The results of this study can be useful for participants
of the local economy, and can also be the basis for future research in the field of local economic development
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¢ INTRODUCTION

Local economic development is important in ensuring sus-
tainable economic growth and well-being in regions and
countries. Local communities play a significant role in de-
veloping the local economy, as they can create favourable
conditions for attracting investment, setting up local en-
terprises, creating new jobs, etc. Communities face various
challenges, such as demographic change, climate change,
and others, that require effective management and devel-
opment of local economic development strategies. On the
other hand, due to globalization and technological devel-
opments, they face new opportunities, such as using digital
technologies to improve the local economy.

The topic of management and functional approaches
to the local economic development of communities is rel-
evant worldwide, as it is related to the effective manage-
ment of local economies and communities in general. In
Ukraine, managerial and functional approaches are actively
used in the context of the regional economic development
of communities. Specific mechanisms and policies vary
by region and local conditions. Studies show that intro-
ducing these approaches can improve the socio-economic
development of territories, so Ukraine is actively studying
various aspects of these approaches. For example, in the
article by V. Marhasova et al. (2021), the authors examine
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public finance management in Ukraine and discuss current
issues in this area. They consider different approaches to
budget management and discuss the effectiveness of these
managerial and functional approaches. The authors con-
clude that public finance management in Ukraine requires
further modernization and improvement. To achieve sus-
tainable economic development, it is necessary to ensure
effective management of budget resources and develop
managerial and functional approaches in the local eco-
nomic development of communities in Ukraine.

A. Samoilovych (2022) examines a functional mod-
el for forming an innovation infrastructure to ensure the
sustainable development of cities in Ukraine. The authors
analyse the current state of innovation infrastructure
and conclude that developing innovation infrastructure
in Ukrainian cities is a prerequisite for sustainable devel-
opment. The authors also emphasize the effectiveness of
using functional methods to ensure sustainable economic
growth. In the article by M. Getzner & S. Moroz (2022) on
the economic development of regions of Ukraine, the au-
thors draw attention to the importance of managing the
economic development of regions, especially in a market
economy and an unstable political situation in Ukraine.
They emphasize that management and functional ap-
proaches can effectively achieve sustainable economic
development of regions and communities. The work also
highlights those obstacles in implementing managerial
and operational strategies may be encountered in practice,
such as lack of funding, limited resources, and difficulties
coordinating between different stakeholders. I.H. Tkachuk
et al. (2020), in their work on mechanisms for managing
strategic community development, emphasize the need
to use functional and managerial methods in Ukraine.
The authors talk about the importance of effective man-
agement of financial resources at the local community
level and the need to develop approaches to using these
resources to support sustainable economic growth and de-
velopment of local communities. The work of R. Khirivskyi
et al. (2020) on the sustainability of the socio-economic
development of amalgamated territorial communities
considers various aspects of management and functional
approaches, as well as features of management of amal-
gamated territorial communities, in particular the issue of
coordination between different levels of government and
local governments. It is related to managerial approach-
es to local economic development, which include not only
evaluation of economic efficiency but also coordination
and cooperation between different stakeholders.

Scientific research in Ukraine confirms the relevance
of using a managerial and functional approach in various
fields, including local economic development. It is neces-
sary to continue research in this area because the problem
of the effectiveness of these approaches and their applica-
tion in Ukrainian conditions still needs to be fully consid-
ered. The study of managerial and functional procedures
for the local economic development of communities will
help to understand what tools and approaches can be ef-
fective for achieving sustainable economic growth in a par-
ticular region. This work aimed to analyse the use of man-
agement and functional approaches in different countries
and suggest ways to improve the efficiency of using these
approaches in Ukraine.

Development Management. 2023. Vol. 21, No. 2

e MATERIALS AND METHODS

The basis of this research work was the following meth-
ods: analysis, system analysis, synthesis, specification,
comparison, and generalization. The analysis helped to de-
compose the study topic into components, understand the
complexity of phenomena, and identify patterns and causal
relationships. Synthesis made it possible to create a picture
of the subject under study, uniting its parts into one. Con-
cretization was used to clarify and detail concepts, defini-
tions, and other elements of the topic under investigation;
it allowed to focus on specific examples and examine them
in detail. The comparison made it possible to identify com-
mon and distinctive features between different approach-
es to managing local economies and generalizations — to
formulate conclusions considering the collected data. The
study is based on the research and analysis of strengths
and weaknesses in the economic development of commu-
nities and the use of managerial and functional approach-
es to managing local economies in Ukraine, Germany, the
USA, Poland, and China. While conducting this scientific
study, various aspects of creating strategies for developing
local economies in Ukraine were summarized using meth-
od generalization. It was examined to identify peculiarities
of economic development in the country and the region.
Existing strategies for development, management, control,
and requirements for various aspects of managing local
economies of communities were considered and studied.
The method of comparison determined which factors are
the most important, as well as what tools and approaches
exist. With the help of the technique in system analysis,
statistical data, reports, and studies, reports of other sci-
entists on the need to develop new strategies for managing
the local economy, the presence of these strategies as such,
their differences in different countries and regions, the key
factors on which their effectiveness depends, were consid-
ered and analysed. With the help of the systematization
method, a large number of information resources devoted
to various tools and approaches in the field of regional eco-
nomic development were considered, filtered, and subse-
quently structured; information on existing strategies and
instruments in other countries and Ukraine was collected,
the key and most effective tools and strategies were iden-
tified with which the regional economy of Ukraine can be
developed at the moment. Using the comparison method,
recommendations on how to implement these approach-
es and tools were developed. Next, data on experiments of
other researchers on this topic were summarized and sys-
tematized. The conclusions obtained as a result of the re-
search were analysed and clarified.

e RESULTS

Despite the progress over the past five years, some regions
of Ukraine still have economic problems, such as high
unemployment, low investment, and low profitability of
enterprises. For example, in several regions, such as Lviv,
Odesa, and Dnipropetrovsk regions, there is a positive dy-
namic: innovative projects are being actively implemented
in these regions, and new industries, such as IT and tour-
ism, are developing. In the other areas, such as Vinnytsia
and Kherson regions, classical approaches to economic de-
velopment, such as agriculture and industry, are more ac-
tively used. However, the north-eastern regions of Ukraine,
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such as Chernihiv, Sumy, and Poltava regions, suffer from
high unemployment and low wages, which leads to an out-
flow of the population and complicates the economic de-
velopment of the regions (Yemets, 2022). These challenges
exist against the backdrop of strong potential opportuni-
ties development of regional economies in Ukraine, such
as the availability of natural resources, access to trading
partners and technologies, and availability of skilled labour
force in some regions (Marhasova et al., 2021).

In Ukraine, there are certain measures for the devel-
opment of the regional economy, such as the creation of
regional policy mechanisms, infrastructure development
and support for small and medium-sized businesses, lo-
cal self-government reforms, and the creation of new in-
stitutions of economic management and investment pro-
motion. In particular, economic development zones such
as Kalynovo-Bereznyatska, Slavuta-Ovruch, and Lvivska
appeared in Ukraine (Yemets, 2022), which were created
to attract investment and develop the economy in regions
where it is needed. Ukraine also uses public-private part-
nership (PPP) tools to build the regional economy. For ex-
ample, the National Agency for Regional Development has
been established, coordinating and supporting public-pri-
vate investment projects in the regions.

Based on the analysis of the development of the re-
gional economy of Ukraine, it can be concluded that today
the most effective ways to stimulate economic growth in
the region are managerial and functional approaches and
to solve existing problems and further develop the econo-
my of communities, further development and improvement
of these approaches is necessary (Samoilovych, 2022). They
allow to create and implement comprehensive programs to
support and develop local enterprises, strengthen infra-
structure, and improve workforce skills. Effective manage-
ment of regional development in Ukraine is an important
task that requires a balanced approach. It is necessary to
take into account local peculiarities and needs to develop
regional development strategies. Not all regions have a suf-
ficiently developed infrastructure and access to investment
resources, which complicates the application of manageri-
al and functional approaches (Melnyk et al., 2021; Yemets,
2022). As a result of this study, it was found that in Ukraine,
the application of managerial and functional approaches to
local economic development is quite diverse and depends
on the specific conditions and tasks of each region or city.

The functional approach to developing the commu-
nity economy is carried out through specific activities
and projects to develop particular areas of the economy.
It stipulates that the community’s economy should focus
primarily on meeting the population’s needs rather than
maximizing profits. Within this approach, the main task of
the community economy is to ensure sustainable develop-
ment and improve the population’s quality of life through
the development of industrial and social infrastructure,
increasing the availability of education and healthcare,
promoting the development of local entrepreneurship, etc.
Functional approaches in the development of community
economy include, for example, using public-private part-
nership mechanisms to develop local infrastructure, or-
ganizing cooperative forms of management to strengthen
the local economy, establishing employment centres, and
providing subsidies to local businesses to stimulate pro-
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duction and employment growth in the region (Melnyk et
al.,2021). One example of a functional approach to manag-
ing the economy of regions is the creation of infrastructure
to attract tourists. This is observed in the different areas of
Ukraine, such as Lviv, Odesa, and Carpathians. Tourism is
actively developing in these regions, and the government
is directing resources to create new infrastructure facili-
ties such as hotels, restaurants, and various entertainment
venues. In addition, investment projects are underway in
many regions of Ukraine, such as Kharkiv, Dnipropetro-
vsk, and Zaporizhzhia regions, to develop local economies
(Tkachuk et al., 2020). This may include supporting local
industries, assisting in creating new businesses and infra-
structure, and developing small and medium-sized enter-
prises. A functional approach can be useful in many re-
gions of Ukraine, especially in those with the potential for
creating certain industries and sectors. For example, in the
Transcarpathian region, it can be used for the development
of tourism and agriculture; in the Donetsk region - for the
development of the mining industry; in the Kherson re-
gion - for the development of agriculture and food produc-
tion; in the Lviv region - for the development of tourism
and furniture industry.

Management approaches include methods, tech-
niques, and tools that help regional managers optimize
their activities and achieve their goals. Management pro-
cesses are carried out in the interactions between man-
agement objects and governing bodies of different levels.
Depending on the direction of a particular interaction, cer-
tain social instruments are formed, with the help of which
a management decision is implemented. Such tools are, in
fact, structural elements of the sustainable development
of community management systems. The main structural
aspects of territory management can be represented as fol-
lows scheme (Fig. 1).

In Ukraine, different management approaches are
used depending on the industry and region. For example,
for developing tourism in the Transcarpathian region, the
practice of managing territorial and wine tourism routes is
used. In the Kharkiv region, a management approach based
on developing technology parks and innovation centres is
applied to stimulate economic growth and create new jobs
(Khirivskyi et al., 2020; Yemets, 2022). A managerial ap-
proach to developing small and medium-sized businesses
through state support programs and infrastructure pro-
jects has been introduced in the Lviv region. As in the case
of the functional approach, there are regions in Ukraine
where it is necessary to improve the management ap-
proach. For example, Zaporizhzhia, Kherson, and Khmel-
nytskyi regions have low business development and little
innovative economy (Melnyk et al., 2021). These regions
require more effective management decisions that would
help attract investment and support economic growth.
Also, in Ukraine, it is necessary to strengthen the manage-
rial approach to environmental safety and the efficient use
of natural resources.

Ensuring sustainable and long-term financing of local
economic development programs and projects is a key factor
in successfully implementing management and functional
approaches in the community. The experience of Germany,
the Netherlands, the USA, and other countries (Burger et
al., 2014; Person et al., 2021; Boddupalli et al., 2021) shows
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that different public and private funding sources can be
used for this. For example, A. Boddupalli et al. (2021) show
the effectiveness of the Community Development Block
Grants program and note that it is an important source
of funding for local programs and economic development
projects. To use public and private sources of financing, it
is possible to develop public and private investment funds
that can finance local economic development projects and
attract private investors by creating specialized investment

platforms or local funds. It is also possible to create state
support mechanisms, such as tax breaks or grants for local
businesses and organizations working in economic devel-
opment, and to develop local credit cooperatives and mi-
crofinance organizations to provide financial support to
local entrepreneurs and economic development initiatives.
All this, thanks to multiple sources of funding, will ensure
stable and reliable funding for local programs and projects
(Reese & Rosenfeld, 2004).

Financial

Organizational
Powers distribution.
Development of the system of

Legal

Constitution.
Legislation of the state executive

1.  Profits.
2.  Financial assistance from

local governments. bodies. higher levels of budgets.
3. Training. 3. Legislation of local governments. 3. Extrabudgetary sources.
4. Outsourcing.

[ Control elements ]
Economic Natural and historic Socio-psychological

;' iﬁ:iﬁf;fﬁiﬁgﬁ 1. Natural resources. 1. Local civic initiative.
3. Progtam tafiget plagr;ning 2. Ecological well-being. 2. Educating youth.
4. Diversification of the community 3. Historical heritage. 3. Traditions.

economy.
5. Entrepreneurship development

entrepreneurship.

Figure 1. Structural elements of the mechanism for managing sustainable development of territories

Source: developed by the author

The involvement of the general population in the
development and implementation of local economic pro-
grams and projects will allow to consider all stakeholders’
interests and increase the efficiency of their implementa-
tion. To do this, it is possible to create local committees
for economic development and investment, which include
representatives of local authorities, entrepreneurs, ex-
perts, and public activists. These committees can develop
and implement regional economic programs and projects,
providing broad participation and feedback from the pop-
ulation and business (Tyminski, 2022). It is also effective
to organize public hearings and consultations with the
population and business representatives in the develop-
ment and implementation of local economic programs
and projects (Goodman et al., 2020). At the same time, it
is important to ensure that information on local economic
programs and projects is accessible to a wide audience, for
example, through organizing public presentations, dissem-
inating information on social networks, local websites, etc.

This approach allows using the benefits of both the
public and private sectors to achieve common goals of
developing local economic potential. To develop pub-
lic-private partnership mechanisms in Ukraine, reforms
and creating an appropriate legislative and institutional
framework are necessary (Getzner & Moroz, 2022). In oth-
er countries, PPP mechanisms are already actively used,
for example, in the United States, through the Partner-
ships for Opportunity and Workforce and Economic Revi-
talization (POWER) program (Cecire, 2019), governments,
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local communities, and private companies work together
to strengthen the economic development of low-employ-
ment, high-level poverty regions. This program provides
financial support for projects to create new jobs, develop
small businesses, and improve infrastructure. To further
develop PPP mechanisms in Ukraine, it is necessary to con-
duct information work among the business community and
local authorities, promote the creation of platforms to ex-
change experience and discuss possible PPP scenarios. For
example, specialized agencies that coordinate cooperation
between public and private structures can be created. Such
agencies can develop and implement specific projects and
attract investors and sponsors. It is also important to es-
tablish transparency and equity in the distribution of re-
sources between the public and private sectors to convince
local business people of the appropriateness of participat-
ing in PPPs (Chang, 2011).

It is important to ensure a sufficient number of highly
qualified specialists capable of developing and implement-
ing local economic programs and projects. To do this, train-
ing programs and courses for local officials and profession-
als can be organized. Such programs may include the study
of modern management methods, the development and im-
plementation of economic programs and projects, and the
use of contemporary information technologies. It is also
a good option to attract leading international experts to
train local personnel. Such an approach can provide access
to modern knowledge and management techniques and
exchange of experience between local experts and foreign
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colleagues. At the same time, it is necessary to create sup-
port and counselling centres for local entrepreneurs and
startups. Such centres can provide advice on business de-
velopment, assist in the preparation of documents, and pro-
vide access to financial and legal resources; M. Alawamleh
et al. (2023) speaks about the effectiveness of these meth-
ods in their work. Another good approach is to conduct
training and master classes for local entrepreneurs and
startups. Such events can raise the level of knowledge and
skills of local entrepreneurs, as well as stimulate the devel-
opment of innovations and new business ideas. This may
include learning the basics of business, marketing, project
management, financial planning, and other skills needed
to run a successful business. In addition, such events can
be held with the support of local business associations
and chambers of commerce, which can act as partners and
sponsors. This will help create a favourable environment
for business development and investment in the region.
Introducing modern information technologies and
data analysis methods can significantly improve the ef-
ficiency of local economic development management
and decision-making. For example, techniques and tech-
nologies that have proven effective in many countries,
including the United States and Germany: big data, arti-
ficial intelligence, Internet of things, cloud technologies,
and cybersecurity (Johnson et al., 2021). To do this, digital
platforms can be created for the exchange of information
and cooperation between local entrepreneurs, investors,
and authorities. For example, it is possible to develop on-
line portals where information on local projects and in-
vestment opportunities would be presented and where
entrepreneurs could exchange experiences and find new
partners. It is also necessary to implement a system of
monitoring and analysis of data to assess the effectiveness
of local programs and projects and identify problems and
opportunities for the development of the local economy.
This allows to make informed decisions based on data and
predict development trends. It is important to remember
to train local authorities and entrepreneurs to use new in-
formation technologies and data analysis tools. This will
help improve specialists’ skills and decision-making pro-
cesses in local authorities. As with other approaches, it is
important to attract investment in creating and developing
innovative enterprises and startups in local communities.
To do this, it is necessary to create conditions for attracting
investors and provide local entrepreneurs with access to
new technologies and knowledge (Johnson et al., 2021). It
is important to support local initiative groups and commu-
nities involved in developing innovative projects. This may
include providing financial and expert support, organizing
training and consultations, and establishing links with oth-
er local and international organizations and businesses.
Evaluating the effectiveness of implemented programs
and projects allows identifying problem areas and adjust-
ing the strategy for developing local economic potential.
To establish a system for monitoring and evaluating re-
sults in Ukraine, it is necessary to create clear criteria and
indicators for evaluating the effectiveness of programs
and projects. This will help objectively assess the results
and compare them with pre-set goals. It is also necessary
to develop monitoring and evaluation techniques. This
includes determining the frequency of monitoring and
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evaluation, methods for collecting data and analysing re-
sults, and reporting standards, and then establishing in-
stitutions and mechanisms for monitoring and evaluation.
This can be both state bodies and independent expert or-
ganizations. They must be sufficiently qualified and have
access to the necessary resources. In creating and develop-
ing a system for monitoring and evaluating results, it is es-
sential to pay attention to methods and technologies that
have proven themselves in other countries, including Chi-
na and the United States, namely microdata methodology,
methodological approaches to measuring entrepreneurial
activity, the use of databases, methods of analysis (such as
a set regression model), cluster analysis methods, the use
of geographical information systems; economic valuation
methods (Feldman et al., 2022). It is important to ensure
the availability and transparency of monitoring and eval-
uation results. To do this, it is necessary to provide free
access to others. Based on these data, formation on the re-
sults of monitoring and evaluation, as well as on possible
adjustments to the strategy for the development of local
economic potential. After that, a system of punishments
and rewards based on monitoring and evaluation results
should be created (Feldman et al., 2022). This will help
stimulate regional authorities and the business commu-
nity to work more efficiently and improve local economic
development indicators.

The exchange of experience and knowledge with for-
eign partners can significantly expand opportunities for
improving managerial and functional approaches to the
local economic development of communities in Ukraine.
To do this, it is crucial to establish contacts and develop
partnerships with international organizations and funds,
such as the European Bank for Reconstruction and Devel-
opment, the International Monetary Fund (IMF), the World
Bank, and others (Lozynskyy et al., 2021; Acic & Grujic,
2022). These organizations can provide financial and tech-
nical support for implementing local economic develop-
ment projects. It is also important to hold international
forums, conferences, and seminars on local economic de-
velopment. Participation in such events allows to strength-
en ties, work with international partners, exchange expe-
rience and knowledge, and learn about best practices and
approaches in this field. In addition, it is possible to par-
ticipate in international program projects, such as Euro-
pean Union projects aimed at supporting local economic
development. Participation in such projects allows access
to modern methods and tools for managing local economic
development and strengthening international relations. In
parallel with this, international cooperation should be de-
veloped at the level of local authorities (Lozynskyy et al.,
2021; Acic & Grujic, 2022).

Municipalities and city councils can establish contacts
with sister cities and other cities abroad to exchange ex-
perience and knowledge in local economic development.
Such agreements may include exchanging knowledge, ex-
perience, technology, and joint development and imple-
mentation of projects. An example of such international
cooperation can be the agreement between the cities of
Gdansk (Poland) and Slupsk (Poland) on the one hand and
the city of Kyiv (Ukraine) on the other (Lozynskyy et al.,
2021). Within the framework of this agreement, joint activ-
ities are being held to exchange experience and knowledge
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in the field of local economic development, as well as joint
projects are being developed to improve infrastructure and
business conditions. Since Ukraine already has experience
in successful cooperation of this type, it can be taken as an
example and, on its basis, similar projects in regions and

communities with prospects for economic development
can be created. In the course of the study, recommenda-
tions were developed for the development of managerial
and functional approaches to local economic development
of communities in Ukraine (Fig. 2).

Ensuring sustainable and long-term financing of local economic development programs and projects

Active participation and support of local communities and business representatives

Development of public-private partnership mechanisms

Promoting the development of entrepreneurial culture and creating a favourable environment
for entrepreneurial activity

Increasing the level of competence and qualification of local personnel

Implementation of an ecologically sustainable approach to local economic development

Strengthening efforts to improve infrastructure

Application of innovative technologies and approaches

Development of the system of monitoring and evaluation of results

Strengthening of international cooperation

Figure 2. Recommendations for improving the local economy in Ukraine

Source: created by the authors

Figure 2 presents the basic principles and strategies
that should be considered when developing local econo-
mies in the regions of Ukraine. Recommendations for im-
proving the local economy in Ukraine are based on ana-
lysing successful practices from other countries and taking
into account the specific features of the Ukrainian context.

e DISCUSSION

This article studied the application of managerial and
functional approaches to local economic development of
communities. Considering these approaches allowed to an-
alyse how different countries of the world apply these ap-
proaches for the development of their territories and how
to increase the effectiveness of their application. A.M. Bek-
mirzaev (2022) proposes to analyse economic activity at
the functions such as production, innovation, marketing,
etc. The work needs to be more detailed about issues re-
lated to the implementation of the functional approach in
practice and examples of its successful implementation in
different countries of the world. However, the article is a
useful study that can help local communities and organi-
zations better understand the principles of the functional
approach and its capabilities in the context of regional eco-
nomic development.

Other authors also explored functional approaches to
local economic development. E. Malizia et al. (2020) exam-
ine how the UK has used a functional policy approach to
stimulate regional economic growth. The authors propose
the concept of “local economic zones” — territories where
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authorities are focused on the development of certain
functions of the local economy, such as small business, in-
dustry, science and technology, etc. They also argue that
using a functional approach in policies to stimulate local
economic development can lead to more efficient use of
resources and increased economic productivity. The study
analyses the UK’s experience in this area. It suggests some
recommendations for other countries on local economic
development that overlap with the results of this study.
Still, the article does not reveal much about the state’s
role in applying the functional approach. Another paper
discussing a functional approach to local economic devel-
opment is by A. Ascani et al. (2020). The authors explore
how a functional approach can be used in Italy to create
regional economic zones and stimulate local economic de-
velopment. They look at the economies of different regions
of Italy and propose different strategies and tools that can
be used to promote different functions of the local econ-
omy in each area. The paper contains useful conclusions
and recommendations that can be used to improve region-
al policy economic development in Italy and other regions,
the main ones overlap with the suggestions in this study,
but this paper needs to discuss the impact of these recom-
mendations on tourism and agriculture.

One of the most interesting studies on managerial
approaches to local economic development is the work by
B. Williams & Z. Nedovi¢-Budi¢ (2020). The authors dis-
cuss the role of local governments in stimulating regional
economic growth and offer several recommendations for
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improving local governments’ efficiency. The paper is a
useful overview of the different models of local economic
development management in Ireland and their advantages
and disadvantages. Still, it requires more research to eval-
uate these models’ effectiveness and applicability in other
countries. Another interesting study is by M. Godlewska &
S. Morawska (2020). This paper analyses the mechanisms
of local economic development management in Poland
and proposes an institutional governance model that takes
into account the peculiarities of the regional economic en-
vironment. The emphasis was on the managerial approach
to local economic development and the description of best
management practices. However, analysis of practical ex-
amples of regional economic development management
in Poland was carried out insufficiently. J.A. Nukpezah
(2020) paper examines the role of entrepreneurship in lo-
cal economic development in the example of Ghana and
talks about the importance of local governments in sup-
porting entrepreneurial activity. The author uses many
sources and conducts an extensive analysis to identify the
main factors influencing the local economy and entrepre-
neurship development. Still, this work can be irrelevant in
more developed countries since the study was conducted
only in the context of Ghana.

The combination of management and functional ap-
proaches allows to consider both local resources and po-
tential, as well as local governance and community partic-
ipation. This can be especially useful for developing local
economies under limited budgets and limited resources
when it is necessary to optimize the use of existing op-
portunities and resources. C. Person et al. (2021) aimed
to study the impact of management and functional ap-
proaches on the economic development of German mu-
nicipalities. The study analysed data on implementing
these approaches at the municipal level and their impact
on the development of territories. The results of the study
showed that the introduction of managerial and functional
approaches in German municipalities leads to an improve-
ment in the economic development of regions. Particularly
effective was using an integrated approach that includes
elements of both approaches and considers local charac-
teristics and needs. The study’s author emphasizes that to
implement managerial and functional approaches success-
fully, it is necessary to consider regional factors and con-
ditions. It is also important to ensure interaction between
municipal authorities, business representatives, and the
community to ensure the effectiveness and sustainability
of the developed strategies. The author presents a clear
and substantiated methodological approach for success-
fully implementing managerial and functional approach-
es in municipalities, the essence of which is similar to this
study. The study also contains interesting practical exam-
ples of implementing these approaches at the municipal
level in Germany. However, the author needs to discuss the
limitations and shortcomings of managerial and functional
approaches, which is an important aspect of fully under-
standing these approaches.

L.A. Reese & R.A. Rosenfeld (2004) conducted a com-
parative analysis of local economic development practic-
es in the United States, the Netherlands, and Canada and
identified similarities and differences in management
and functional approaches. The authors emphasize that
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successfully implementing these approaches depends on
competent management, community participation, and
partnerships between sectors. The work builds on exten-
sive research and provides a detailed analysis of the dif-
ferences and similarities in policies and practices in these
countries. The authors provide a clear and concise over-
view of local economic development practices in the three
countries and the factors contributing to their success. In
addition, the study provides a useful basis for understand-
ing different approaches to local economic development
and the role of local authorities and stakeholders in this
process. The work of the authors R. Agranoff & M. McGuire
(2003) suggests using a collaborative approach to identify
the key functions of the local economy and create effective
strategies for their development. The authors point out
the importance of understanding the peculiarities of the
local economy and accounting for local resources, infra-
structure, and potential to develop effective development
strategies. They also stress the need for local communities
and stakeholders to participate in developing and imple-
menting such strategies. This work can highlight its inte-
grated approach to analysing local economic development
issues and considering key factors influencing the success-
ful integration of different approaches. Among the short-
comings, it can be noted that it needs to contain a detailed
analysis of specific cases of integration of management
approaches and functional approaches to local economic
development.

It can be concluded that current trends in local eco-
nomic development indicate the need for an integrated
and balanced approach, including both managerial and
functional aspects. However, to effectively implement this
approach, it is important to consider the peculiarities of a
particular region and consider the local resources, poten-
tial, and interests of the population.

e CONCLUSION

The success of local economic development strategies
depends on integrating managerial and functional ap-
proaches. As of 2023, it was found that there is no unified
approach to managing local economic development in
Ukraine; depending on the region, functional, manageri-
al, and classical approaches to developing the local econ-
omy are used. Economic problems exist in many areas of
Ukraine: some regions show more positive dynamics, while
others continue to suffer from high unemployment and low
wages. However, Ukraine has strong potential for regional
economic development, such as the availability of natural
resources, access to technology, and skilled labour in many
regions. The management approach provides planning and
coordination, and the functional approach focuses on im-
plementing specific tasks and goals. Local conditions and
peculiarities should be considered in developing strategies,
as they can significantly affect the effectiveness of region-
al economic development strategies. While some cities or
regions have greater potential for technology or services,
others may have better conditions for tourism, agriculture,
or other industries. The participation of local communi-
ties and stakeholders in planning and implementing local
economic development strategies is a key success factor.
This allows for taking into account local needs and prior-
ities, as well as increasing the level of local support and
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involvement in the process. Public-private partnership can
be an effective tool for improving local economic condi-
tions, but local needs and peculiarities must be considered.

As aresult of the study, recommendations were formu-
lated for further development of managerial and functional
approaches to local economic development of communi-
ties in Ukraine, based on the analysis of best practices of
other countries. Ensuring stable and long-term financing
of regional economic development programs and projects,
active participation, and support of local communities and
enterprises play a significant role in community devel-
opment. The development of public-private partnership
mechanisms, raising the competence of local staff, and in-
troducing innovative technologies and approaches are also
important aspects. To achieve sustainable development
of the local economy, attention should be paid to an en-
vironmentally sustainable approach, the development of
the necessary infrastructure, and an effective system for

monitoring and evaluating results. It is equally important
to strengthen international cooperation to exchange expe-
rience and use best practices in local economic develop-
ment management. Taking into account these recommen-
dations, Ukrainian communities will be able to realize their
potential and achieve sustainable economic growth. Fur-
ther research in this area should focus on exploring tools
and practices to help achieve balanced community devel-
opment, considering the needs and interests of different
communities and interested parties, differences in culture,
legal system, and economic conditions of different coun-
tries and regions.
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AHoTauist. MiclieBi eKOHOMIKY € KITIOUOBUMM (haKTOpaMu 11l 3a6e31eYeHHsI CTaJIor0 PO3BUTKY PerioHaIbHUX eKOHOMIiK
Ta KpaiH 3arajioM, TOMYy BMHMKA€ HEOOXiMHiCTb BUKOPUCTaHHSI eheKTUBHUX MiAXOMiB A0 YIpPaBIiHHSI HUMU. MeTOI0
CTaTTi GY/I0 IPOBECTY aHAi3 BUKOPUCTAHHS YIIPABAiHCHKMX Ta QYHKIIOHATBHMX TiAXOMIB IJIsT YIIPABIiHHS MiCIIeBUMMU
ekoHoMiKamy B Vkpaini, Himeuunni, CIIIA, ITonbmii, Kutai Ta ckiacTy Ha OCHOBI Ii€i iHpopMalii pekoMeHOalii aist
TOKpalleHHs MiclleBOi eKOHOMiKM Ha TepuTopii YRpainu. JocaigkeHHs] TPOBOAUIOCS 3a IOTMIOMOTOI0 METO[IiB aHai3y,
CUHTEe3y, KOHKpeTu3allii, TOPiBHSHHS Ta y3araJibHEeHHs, 3a IOITIOMOIOI0 SIKMX BU/iJIEHO HaOiNbII Ai€eBi iHCTpyMeHTH
PO3BUTKY YKpaiHCbKOi perioHagbHOI €KOHOMiKM. 3’ICOBaHO, 1[0 BMKOPMUCTAHHS CIIIZIBHOTO YIIPABIiHCBKOTO Ta
(byHKUiOHATIBHOTO MigX0AY 1151 BU3HAUEHHSI KII0U0BUX QYHKIIi/ MiCIIeBOi EKOHOMiKM Ta CTBOPEHHS CTpaTeriit iX pO3BUTKY
€ HajleeKTUBHIIIMM ITiX0M0M. BMieHO BaXKIMBiCTh PO3YMiHHS 0COOGIMBOCTEN MiCI[€BOi EKOHOMIKM Ta 0OTiKY MiCIIEBUX
pecypciB, iHppacTpyKTypu Ta MOTEHIIiamTy IJis po3po6Ku e(PeKTUBHUX CTpaTeTiii pO3BUTKY. HaronoiieHo Ha Heo6XiTHOCTi
y4yacTi MiCI[eBUX CIIIBHOT Ta 3allikaBaeHUX CTOPiH y Ipoleci po3pobKM Ta peamisalii Takux cTpareriit. BusHaueHo,
IO MOKPAIIMTK eKOHOMiUHMI1 KJIiMaT rpoMaji HOIIOMOXYTh TaKi pedi: 3a6e3IeueHHsI CTajJoro Ta JOBIOCTPOKOBOTO
(dinaHCcyBaHHS Tporpam Ta IPOEKTiB MiCIIeBOrO €KOHOMIiUHOI'O PO3BUTKY, aKTMBHA Y4acTh Ta MiATPUMKA MiCLieBUX
CIiJILHOT Ta TPeCTaBHUKIB Gi3HeCy, pO3BUTOK MeXaHi3MiB JepkaBHO-TIPUBATHOTO TAPTHEPCTBA, MiABUILEHHS PiBHS
KOMIIeTeHIIii Ta KBaridikallii MiclieBux Kafpis, 3aCTOCYBaHHS iHHOBAI[iiiHMX TEXHOJIOTIH Ta MigXO0/iB, PO3BUTOK CUCTEMU
MOHITOPUHTY Ta OILIiHKY pe3y/lbTaTiB, 3MilITHEHHSI MiKHApOZHOTO CIiBpOOITHMUIITBA. Pe3y/nbTaTy JAHOTO AOCTiIKEHHS
OyIyTh KOPUCHMUMM IJIS1 YUACHUKIB MiCLIeBOi €KOHOMIKM, @ TAKOXX MOXYTb 6YTY OCHOBOIO [/ MaiibyTHIX JOCTiIKEHD Y
raaysi MiclieBoro eKoHOMi4YHOTO PO3BUTKY
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Abstract. The conditions of market economy bring about the problem of how to increase labour productivity at enterprises.
As of 2023, this is one of the most pressing and common issues that arise in competition. The article is aimed at studying
the importance of existing motivation systems and their impact on employee performance. The following methods were
used: historical, logical, observation, analysis of documents and literature research, expert assessment, study of statistical
data, application of a systems approach, methods of comparison, specification and grouping, modelling methods and
cause-and-effect relationship. In the process of scientific research, theoretical issues on staff motivation have been
analysed. The researches are considered, and the analysis of tools that affect the efficiency of team work by stimulating
successful work have been carried out. Tools that increase staff motivation, their types and the way they are used in
foreign practice have been studied. The influence of motivational tools on labour productivity of enterprise personnel
has been considered, efficiency evaluation of the proposed conceptual model and its impact on commercial awareness has
been provided. The tools, mechanisms, methods and innovations in personnel management and the development of its
responsible attitude to the goals of enterprise have been determined, the impact of corporate culture on the increase of
staff motivation has been investigated. The practical significance lies in the study of tools for increasing staff motivation
and their impact on the enterprise personnel productivity, which will help in the development of conceptual models and
methods of increasing staff motivation and contribute to the improvement of enterprise productivity
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¢ INTRODUCTION

Effective organization management requires a system of
positive incentives, since staff motivation is a key factor
to ensure the sustainable development of enterprises. In-
centives help strengthen the enterprise position on the
market and increase employee efficiency. The study of
the problem of stimulation in the management of moti-
vational factors is an important task for Ukrainian econo-
mists, especially in the conditions of complicated market

relations, and arouses interest among economists for a
more detailed study of this problem.

Taking into account market peculiarities, to improve
the quality of enterprise human resource management,
various methods are involved in stimulating employee in-
terest in labour results, increasing staff motivation, their
creative activity, building harmonious relations between
employees and management, improving labour efficiency
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and service quality. O. Sikun (2019) conducted a study on
motivation as the main factor in increasing the employee
efficiency at an enterprise and presented his own interpre-
tation of “staff motivation” concept. A.V. Zerkal (2022) ex-
amines innovative areas of personnel management based
on the formation of corporate culture and commercial
awareness of employees and identifies their development
trends. V. Thnatiuk & H. Tunina (2023) noted that non-ma-
terial motivation is an important component of staff moti-
vation system and its use can help increase the efficiency of
employees at an enterprise, so it is important for managers
to know the methods and assessments of staff motivation.
L.I. Zastavniuk (2022) paid special attention to the topical
issues of staff motivation at enterprises, since the efficien-
cy of the enterprise depends on the efficiency of the staff,
the need to improve the system of staff motivation, which
consists in increasing the efficiency of employee perfor-
mance and ensuring the growth of the overall efficiency of
the enterprise.

1. Dashko (2021) reveals the relationship between re-
muneration, the stimulating role of money and the use of
labour resources, as well as the process of evaluating the
work of staff, the formation of a motivation strategy in mod-
ern production, in particular the use of labour resources as
an important element of the enterprise. K.A.B.P. Pratame
& L.W.G. Supartha (2022) highlight the study which shows
that in order to improve employee productivity, enterprise
management should reduce work-family conflict, as this
can increase employee motivation in their work, resulting
in increased employee productivity both in terms of quan-
tity and by quality, timeliness. C. Fahriana & S. Sopiah
(2022) believe that the development of human resources is
necessary to achieve the organizational goals, which can
be done through improving the quality of employee work.
To improve the employee productivity, it is necessary to
have organized and effective management. Economists
G.A. Riak & D.B.A. Bill (2022) argue that motivation plays
an important role in achieving organizational success, and
the positive effect of motivation on service quality con-
tributes to the improvement of employee performance,
and employee competence has a positive effect on service
quality and their productivity. E.Y. Iis et al. (2022) proved
that work motivation partially mediates the effect of ca-
reer development and work environment on performance
and recommended that career development be improved
to create a favourable work environment and improve per-
formance. However, the above studies do not fully reveal
the specific content of staff incentives to increase business
awareness and productivity. One of the main problems in
this direction is the search for effective methods of apply-
ing the activation of the human factor through the use of
such a component as motivation. Therefore, the develop-
ment of methods and ways to improve staff motivation
at enterprises in any sector of the economy is considered
an important direction of research in modern theoretical
science, which determines the relevance of the proposed
research topic.

The research used general scientific and special meth-
ods, such as dialectical, historical and logical, which made
it possible to study the issue of staff incentives in different
contexts, including comparison with the practice of foreign
countries. A systems approach was also used to consider
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the general processes of staff motivation, i.e. an analysis
and study of the incentive system as a complex system has
been carried out, which takes into account not only indi-
vidual methods and tools of staff motivation, but also their
interaction and interdependence. The methods of analysis
and synthesis were used to compare different approaches
to motivating staff, as well as to evaluate their effective-
ness in different situations. Methods of comparison, speci-
fication and grouping were used to more thoroughly iden-
tify the problem areas of the studied systems. The methods
of modelling and cause-and-effect relationship were used
in determining the factors that affect the effectiveness of
staff incentives and studying the causes of difficulties asso-
ciated with the search for effective strategies to overcome
them. The purpose of the article was to study the addition-
al possibilities of the existing systems of stimulating ac-
tivity of Ukrainian enterprises, to analyse their direct and
indirect influence on employee performance.

® ANALYSIS OF THE ACHIEVEMENTS OF
OTHER SPECIALISTS ON THE STUDIED ISSUES
Stimulating enterprise employees is an important success
factor in human resource management. A literature re-
view in this field includes various theories, approaches and
techniques that can be used to stimulate work and increase
productivity. Recent studies and publications show that
enterprises are increasingly paying attention to the devel-
opment of individual approaches to motivating their em-
ployees (Savchenko, 2021; Shevchenko, 2021; Melenchuk
& Yaremko, 2022). V. Savchenko (2021) emphasizes the fact
that one of the main trends in this regard is the transition
from traditional compensation systems, in particular wag-
es, to more flexible and individual approaches. For exam-
ple, some enterprises use systems of various bonuses that
are given to employees for achieving specific goals, such as
project success or increasing customer satisfaction. Anoth-
er important area is the development of employee training
and development systems. A study by V. Shevchenko (2021)
shows that employees who have the opportunity to learn
and develop are more satisfied with their work and achieve
better results. Many enterprises use such systems to pre-
serve and develop their own expertise and knowledge.
L.I. Melenchuk & I.I. Yaremko (2022) note the growing pop-
ularity of flexible work schedules and remote work, which
enable employees to plan their time more flexibly and
balance work and personal life. However, such approach-
es require additional attention to the interaction between
colleagues and the organization of communication. These
studies show that enterprises use a wide range of strategies
to increase the motivation of their employees.

In a broad sense, the term “stimulation” is used to de-
scribe the process of increasing human action or behaviour
in accordance with a specific goal. In the context of human
resource management, “incentive” refers to the use of var-
ious forms of motivation (e.g., material bonuses, salary
increases, promotions, praise, professional development,
etc.) to increase employee productivity. Scientists define
stimulation as a process of increasing the level of activity
of an employee, which is ensured by the use of motivation
tools and technologies that contribute to the achieve-
ment of goals and satisfaction of employee needs at work
(Al-kharabsheh et al., 2023). Accordingly, the incentive
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system should be well suited to a specific organization and
provide the most effective results depending on the type

of work performed in the company and the needs of em-
ployees (Table 1).

Table 1. Definition of staff incentives

Author ‘

AV. Zerkal (2022)

“a system of rewards and privileges in which management prioritizes its staff (in behaviour, compliance with the
rules or productivity) and stimulates the achievement of goals”

Definition of staff incentives

V. Thnatiuk &
H. Tunina (2023)

“ability of a person to satisfy his/her needs (material and spiritual) through work”

S. Nevmerzhytska
& T. Kozir (2021)

“helps employees achieve goals; get a positive perspective; create the power of change; build self-esteem and
abilities; manage their own development and help others, etc., contributes to the achievement of employee
personal goals and, accordingly, will contribute to the self-development of a person”

M. Vedernikov et al.
(2022)

“development of employees and rational use of their competence, optimization of the results of labour activity
of employees by increasing their desire for highly productive work”

I.I. Melenchuk &

LL Yaremko (2022) organization and content of work, etc.)”

“incentives are aimed at forming internal motivation of an employee or team through the introduction into
practice of various elements of labour activity organization (social conditions, conditions for calculating wages,

L. Chernysh &

M. Rozik (2022) the enterprise”

“these are incentives that encourage a person to perform a certain action. This understanding underlies various
motivational systems used in business and stimulating staff to increase labour productivity and reduce costs of

L.I. Zastavniuk
(2022)

“this concept should be understood as a qualitative symbiosis of internal and external factors, the use of which
is aimed at self-motivation, as well as the stimulation of the enterprise staff to increase efficiency indicators and
the level of labour productivity in organizations”

Source: made by the authors

The variety of theories of motivation is due to the fact
that a person is a complex and multifaceted individual, and
motivationistheresult ofinteraction of various factors,such
as biological, psychological, social and cultural. Theorists
have viewed this process from different perspectives and fo-
cused on different aspects of motivation. Different theories
of motivation differ in their approach to the description of
the motivational process, focus on different aspects of mo-
tivation, and the influence of various factors on motivation.

e STAFF MOTIVATION AS A KEY FACTOR

IN ENSURING ENTERPRISE SUCCESS

The productivity and efficiency of employees is a key factor
in the success of any enterprise. Motivation is one of the
main factors influencing employee productivity and can
be critical to the success of an enterprise. A well-organized
system of staff motivation can help increase the efficiency
of employees, stimulate them to be more involved in work
and achieve better results. Motivation should be not only
material, but also non-material, in particular, it can include
career development, recognition of achievements, the op-
portunity to influence decision-making, development of
skills and competences, etc. Personnel management is one
of the key functions of a manager, so he/she must know
how to properly motivate their employees to ensure the
success of the enterprise.

Many organizations have a poor understanding and
practice of employee motivation, resulting in more employ-
ees looking for work elsewhere. It is difficult to understand
the motivational factor of each employee due to the multi-
facetedness of human nature. To effectively stimulate em-
ployees, you need to study human nature and use a well-de-
fined approach to communicating with people. The direct
result of the employee stimulation depends on the interac-
tion with his/her manager. Stimulation is a skill that needs
to be learned and practiced by any enterprise in order to be
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successful. It is important to take into account such factors
as the needs of employees, their personal qualities, as well as
interaction with other elements of the personnel manage-
ment system. To achieve maximum effect, it is worth using
various incentive tools, such as material and non-material
incentives, opportunities for professional development and
self-realization, social guarantees and bonus programs. The
application of an incentive system in accordance with the
specific needs of employees helps to increase their produc-
tivity and ensure job satisfaction, which in turn positively
affects the performance of an enterprise as a whole. The
problem of stimulation lies in the difficulty of establishing
incentives for an individual employee of the organization.
Each employee has their own motivational factors, which
can be very different. For example, one employee may be
motivated by money, while another may be motivated by a
challenge and opportunity to grow. Stimulation factors can
change over time, depending on the individual needs and
goals of the worker. The problem is that many enterpris-
es use common approaches to staff incentives, which may
not be effective for each employee individually. For exam-
ple, an enterprise may offer bonuses to all employees for
achieving certain goals, but for some employees this may
not be motivating enough. It is hard to find ways to mo-
tivate employees who have different goals and interests.
One employee may be interested in career development,
while another may be more interested in a balanced life
and family. In such cases, enterprises must find individu-
al approaches to motivation, which can be a costly process.

Stimulation contributes to the achievement of per-
sonal goals of employees and promotes their self-develop-
ment. When an employee achieves his/her initial goals and
understands the relationship between effort and results, it
motivates them to continue to perform at a high level. The
presence of motivated employees in the organization is
extremely important and correlates with the success of the
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enterprise. Stimulating highly qualified and talented em-
ployees is an extremely important factor for increasing the
efficiency of any organization. It is impossible to succeed
ignoring the problem of staff incentives, however, it should
be noted that staff incentive system at the enterprise con-
sists of two main areas of material and non-material in-
centives. Material incentives include wages and bonuses,
they are one of the most effective forms of motivating em-
ployees. However, other factors must be taken into account
in order to achieve a high level of productivity. Wages can
only satisfy the physical needs of employees, but it should
be noted that the effect of improving productivity is short-
term. As the employee gets used to wages, they lose their
stimulating properties. There is a likelihood of such an im-
portant aspect as the competitiveness of wages. To achieve
maximum productivity, it is necessary to create a system of
non-material incentives that will satisfy the internal needs
of employees. Non-material incentives include opportuni-
ties for career growth, professional development, business
trips, flexible work schedule, sale of enterprise products
at lower prices, favourable working conditions, gratitude
from management, clear and understandable goals, as well
as the transfer of certain managerial powers to employees.
Therefore, in order to achieve an effective system of em-
ployee motivation, it is necessary to combine material and
non-material incentives.

o IMPLEMENTATION OF COMPONENT
SYSTEMS OF STAFF INCENTIVES AT
ENTERPRISES: A LOOK AT CLASSIFICATION
AND DIFFERENT FORMS OF INCENTIVES

The management of enterprises should focus on the de-
velopment and implementation of component systems
of non-material staff incentives, such as recognition of
proactive employees with certificates and thanks for their
work during the month, quarter and year, promotion of em-
ployees up the career ladder, ensuring staff development
through training programs, trainings, refresher courses,
conducting activities to create a favourable microclimate,
etc. Although for most enterprises a general-oriented sys-
tem of staff incentives is the most acceptable, foreign prac-
tice shows that it is worth considering the implementation
of group (for certain categories of employees) and individ-
ual (for valuable employees) incentive systems. The most
effective is the staff incentive system, which includes var-
ious forms of incentives that meet the needs of employees
and the capabilities of the enterprise.

One of the main characteristics of classification is the
method of influence, which is based on the feeling of fear
of punishment and the system of economic and non-eco-
nomic incentives. It contributes to the formation of values
and goals that are close to organizational ones. Classifica-
tion according to the subject of staff stimulation includes
intra-personal methods aimed at self-knowledge and the
influence of the subject on the object of stimulation. Signs
of the direction of influence help to create positive emo-
tions that stimulate the desire to succeed in professional
activities and avoid various types of punishments. The
main goal of management at any enterprise is to reduce
staff turnover, attract highly-skilled workers and increase
productivity. Therefore, it is important for the enterprise
to ensure a harmonious correlation of internal and exter-
nal motivational components in order to improve the effi-
ciency of staff. To increase the productivity of stimulating
employees of the enterprise, it is advisable to study their
needs and level of satisfaction with the existing incentive
mechanism. Based on the results of the analysis, manage-
ment will be able to determine the most effective forms and
methods of motivating employees. Most enterprises base
their employee incentive system on material incentives,
with non-material incentives being at a low level. The use
of ineffective forms and methods of stimulating employees
can lead to a decrease in labour activity and productivity
indicators of employees, which affects the quality of work
and hinders the achievement of better results compared to
previous periods and competitors.

When developing the staff incentive system of an en-
terprise, it is advisable to apply the following principles:
ensuring the possibility of developing professional skills
and experience of employees for the benefit of the organi-
zation; the motivational incentive mechanism of employ-
ees must meet modern requirements and be competitive.
The development of professional skills and experience of
employees is a key success factor of any enterprise. In order
to apply opportunities for the development of professional
skills and experience of employees for the benefit of the
enterprise, the following approaches can be used: develop-
ment planning, training and support, division of respon-
sibilities, use of new technologies. Modern requirements
for the employee incentive mechanism consist in the use of
more individualized and flexible approaches to employee
motivation. The basic requirements may include: focus on
the needs of employees, flexibility, individualization, in-
creased autonomy, use of technology (Table 2).

Table 2. Requirements for the employee incentive mechanism

Requirements Recommendations
Enterprises should create programs that provide opportunities for personal and professional development of
Focus on employee - . - R - S
needs employees, which contributes to increased productivity; programs should be designed taking into account the

needs and values of employees.
Enterprises should provide the opportunity to choose between different types of incentives, such as material

Flexibility and non-material incentives. Programs must be flexible and adaptable so that they can take into account the
different needs and interests of employees at different times.

.. L Enterprises must create individual approaches to employee motivation, since each employee has their own

Individualization - A

unique needs and motivational factors.

Increased Motivation programs should help increase the autonomy and self-management of employees. Programs can give

autonomy employees greater responsibility for their work and allow them to participate in important decision-making.

51

Development Management. 2023. Vol. 21, No. 2



Study on the impact of incentives for enterprise personnel...

Table 2, Continued

Requirements Recommendations

Use of technology N .
communication and increase data accuracy.

Businesses must use modern technology and tools to improve work efficiency and productivity, facilitate

Source: made by the authors

It is important to ensure fairness and transparency in
the incentive mechanism for employees. To do this, it is
possible to use such tools as a system for evaluating em-
ployees’ work, transparency in setting remuneration cri-
teria, involving employees in the decision-making process
on incentive issues. This approach allows maintaining the
trust and motivation of employees, as well as creates a pos-
itive reputation of the enterprise in the labour market. As
a result, an effective staff incentive system helps to ensure
the stability and development of the enterprise, as well as
meeting the needs and expectations of employees.

e THE IMPORTANCE

OF EFFECTIVE STAFF MOTIVATION

FOR THE SUCCESS OF THE ENTERPRISE

Low staff motivation at an enterprise can have serious neg-
ative consequences, such as a drop in labour productivity,
a decrease in product quality, high staff turnover, reduced
job satisfaction and overall motivation of employees, which
can threaten the stability of the enterprise. All this can af-
fect the stability of the enterprise and its profitability. An
effective staff motivation program is not an expense, but
an investment in the success of the enterprise (Fig. 1).

Figure 1. The negative impact of low staff stimulation on the enterprise

Source: created by the authors

It is important to ensure an adequate level of motiva-
tion for employees through the use of effective motivation
mechanisms, such as the development of incentive pro-
grams, the use of various forms of material and non-mate-
rial motivation, and take into account the individual needs
and interests of employees. Let us consider the factors of
negative influence, which are complex and in practice can
cause a negative series of events.

Decrease in productivity: if workers do not have suffi-
cient motivation, they may not work at full capacity, which
can lead to decreased productivity of the enterprise. In-
crease in staff turnover: if employees are not satisfied with
their jobs or lack sufficient motivation, they may look for
other jobs, which can lead to increased staff turnover. De-
crease in product or service quality: inadequate staff mo-
tivation can lead to a decrease in product or service qual-
ity, which can tarnish the enterprise reputation and lead
to losses. Decrease in customer satisfaction: if the quality
of a product or service deteriorates due to a low level of
staff motivation, this can lead to customer dissatisfaction
and reduced sales. Increase in costs: insufficient motiva-
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tion can lead to increased costs for replacing employees,
raising wages, or conducting training and other activities
to increase staff motivation. This can lead to an increase in
the overall costs of the enterprise. Increase in the number
of conflicts: A lack of motivation can lead to an increased
number of conflicts between employees and management,
which can lead to an overall negative impact on the at-
mosphere in the workplace. Decrease in innovativeness: if
employees lack sufficient motivation, they may be less in-
clined to innovate and come up with new ideas, which can
lead to a decrease in the competitiveness of the enterprise.
Increase in the number of errors: if workers are not moti-
vated enough, they may be less attentive, which can lead to
increased number of errors and can have a negative impact
on product or service quality.

The economic conditions of the enterprise may af-
fect the determination of priorities, since the enterprise
may be forced to focus on ensuring its financial stability
and performing urgent tasks in order to survive. This can
lead to less attention to staff needs and less investment in
employee development. It is important to ensure a balance
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between the financial needs of the enterprise and the needs
of employees, since insufficient funding for employee de-
velopment can lead to a decrease in productivity and qual-
ity of work, as well as to the loss of skilled workers. Conse-
quently, a low level of staff motivation can have a negative
impact on the business processes and financial indicators
of the enterprise. Enterprises must take care to have effec-
tive staff motivation strategies to ensure optimal levels of
productivity, product and service quality, as well as em-
ployee satisfaction and loyalty. For example, in a period of
economic instability, when an enterprise faces a reduction
in orders and a decrease in profits, incentive programs may
be limited. At the same time, it is necessary to take into ac-
count the fact that a drop in economic activity can lead to
a decrease in staff motivation and, accordingly, a decrease
in work productivity and the quality of manufactured prod-
ucts. On the other hand, in the period of economic growth
and business expansion, the enterprise can increase pro-
duction and profit, which makes it possible to attract more
resources to motivate staff. In such circumstances, it may
be advisable to use various types of incentives for employ-
ees, such as bonuses for achieving certain results, bonuses
for successful implementation of projects, etc.

So, enterprises must take into account the economic
situation and other factors in order to effectively use vari-
ous methods and programs to motivate staff. It is important
to ensure stability and a long-term perspective in the man-
agement of enterprise resources, in particular, providing the
adequate level of staff motivation to ensure the successful
operation and development of the enterprise as a whole.

® FOREIGN EXPERIENCE IN STIMULATING
STAFF
Almost every enterprise has an employee incentive system
adapted to its own needs. Each of the applied systems has
its pros and cons. Studying different types of staff incen-
tives, using foreign experience can allow organizations to
minimize the deficit of their own incentive systems and
work to improve them. It is this combination of factors that
leads to the efficient functioning of the enterprise resulted
in an increase in profit. In the 21 century, there is a situ-
ation when improving labour efficiency through financial
incentives for employees has lost its relevance, so enter-
prises need to introduce various methods of motivation,
which include not only material but also non-material sat-
isfaction of employees’ needs (Labor motivation ..., 2017).
X. Niu et al. (2021) examine the impact of different
types of rewards on productivity in the Chinese banking
industry. The study is based on the analysis of survey data
from bank employees, which included questions about
their motivation and rewards. The authors compare the ef-
fectiveness of different types of rewards, such as financial
incentives, moral incentives, and career development op-
portunities. They conclude that different types of rewards
have different effects on performance and recommend that
enterprises focus on developing integrated incentives that
include financial, moral and career aspects. In their article,
L. Chernysh & M. Kozyk (2021) explore a variety of staff in-
centive strategies in the context of effective management
in the service sector. Different types of staff incentives are
described, such as material and non-material incentives,
including wages, bonuses, salary increases, opportunities
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for professional growth, training and development. The au-
thors draw attention to the fact that effective staff incen-
tives are one of the key factors in building effective man-
agement in the service sector. The authors of the article
analysed the factors that affect the effectiveness of staff
incentive strategies. Among these factors, they name man-
agement style, communication and others. An important
aspect is also to take into account the individual charac-
teristics of employees, such as motivation, needs and in-
terests, when choosing certain strategies to stimulate staff.
As a result of the study, the authors conclude that success-
ful strategies for stimulating staff should be focused on
achieving specific goals of the organization, taking into ac-
count the individual characteristics of employees, etc.

A study by J. Kisang Asongwe (2023) deals with under-
standing the relationship between employment contract
and employee motivation. The author uses several research
methods, including descriptive, correlational, intersection,
causal in order to establish cause-effect relationship. As a
result, the author indicates a positive relationship between
the employment contract and employee motivation. The
study recommends that the employment contract should
be motivational for the employee to increase productiv-
ity. Y. Qhurani & H. Ubaidillah (2023) conducted a study
aimed to determine the impact of leadership style, com-
munication and motivation on employee productivity at
Pabrik Gula Candi Baru in Surabaya, Indonesia. To achieve
the goal, several methods were used, in particular, multiple
linear regression analysis. The results of the study showed
that leadership style, communication and motivation have
both partial and cumulative effects on employee produc-
tivity. The article by S. Alanizan (2023) is dedicated to
analysing the relationship between satisfaction and moti-
vation of employees and productivity of the organization.
It showed that a high level of satisfaction and motivation
of employees has a positive effect on productivity. The au-
thor emphasizes the importance of involving employees in
reaching organizational goals by ensuring their satisfac-
tion and motivation. The work contains information about
the relationship between satisfaction, motivation and pro-
ductivity of the organization.

A. Waghe et al. (2023) stated the goal of studying the
impact of rewards and recognition on employee motiva-
tion, identified the most practical of them and compared
monetary and non-monetary methods and their impact on
staff motivation. The authors used a descriptive design in
which employees of various companies were interviewed.
As aresult, it was found that various factors affect employ-
ee motivation and satisfaction. Moreover, a direct and pos-
itive relationship exists between rewards and recognition,
employee motivation and satisfaction, and the success of
an organization if it offers a variety of reward and recogni-
tion tools. The results of the study suggest that high-lev-
el needs of employees can be met only if their low-level
needs, such as wages, fringe benefits, etc., are met. Differ-
ent reward and recognition strategies can have different
motivational impacts on different employees, so managers
must understand problems of their employees and take
into account their personal and professional problems in
order to achieve optimal results.

S.M. Galli (2022) compares the concepts of “employee
motivation” and “employee engagement” and points out
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that these two concepts are often mistakenly perceived
as identical. The author claims that before taking an ac-
tion, it is necessary to understand whether the cause of the
problem is a lack of motivation or a lack of involvement.
C. Fahriana & S. Sopiah (2022) conducted a systematic lit-
erature review on the impact of motivation on employee
performance. The study proves that organized and effec-
tive activities are necessary to achieve high performance of
employees. However, Y. Fedorova et al. (2020) came to the
conclusion that the enterprise needs to involve employees
in discussing and solving problems in order to prevent the
risks of abusing certain types of motivation. A. Volkivska
et al. (2021) talk about the importance of employee mo-
tivation for the successful operation of enterprises in a
market economy. It is emphasized that in order to succeed,
enterprises must activate their human resources. This can
be done through effective motivation mechanisms that
will help provide motivated staff with the necessary level
of qualification. Also, the authors emphasize the impor-
tance of understanding the motivational factors of each
employee, his/her natural potential and current needs in
order to manage the employee, combining the goals of the
enterprise with employee interests. The results of the study
by H. Hastuti et al. (2023) showed that knowledge manage-
ment and work on employee engagement have a direct pos-
itive and significant impact on work performance and that
motivation mediates the interaction between knowledge
management and employee performance.

V. Kolesnyk (2022) draws attention to the problems
associated with the level of innovative managerial compe-
tence of functional managers and proposes an approach to
solving the problems of motivation and incentives for staff,
which involves the organization of professional training
system for managerial personnel. This will help ensure the
maximum level of managerial competence in the areas of
innovative and motivational functions of management and
guarantee effective change management in staff motiva-
tion system. N. Stolbunenko & V. Ivancho (2019) analysed
modern theories of motivation, especially procedural theo-
ries, and proposed rules for effective staff motivation. The
authors considered typical incentives that are relevant for
a modern Ukrainian enterprise, and carried out the search
for the most effective methods of stimulation. Also, they
paid special attention to the social policy of an enterprise
as a tool of economic stimulation and investigated the
main problems of staff stimulation and motivation at a
modern enterprise.

A.S. Tutova (2020) argues that for the successful devel-
opment of Ukraine’s economy and its integration into the
world economy, it is necessary to create a system that will
stimulate the labour activity of population and make an en-
terprise efficient and competitive on the world market. The
success of an enterprise depends on the quality of work of a
senior manager who must be motivated to achieve high effi-
ciency and profitability. A system of economic incentives for
top managers is a necessary and objective need to achieve
these goals. D.R. Nikulitas (2019) considers key success
factors in enterprise management and work performance
(work motivation, interaction with people, etc.). Conclu-
sions were made on the insufficiency of material incentives
in the motivational system, so, the system of labour incen-
tives at Ukrainian enterprises should be clearly defined and
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include goals, establish types of incentives in accordance
with the achieved results, evaluate work, determine the pe-
riod and terms of remuneration payments. I. Zahars (2023)
identified theoretical studies of the concepts of “employee
motivation” and “employee loyalty”, gave their interpre-
tation in real life and scientific literature and generalized
the meaning of these terms from various scientific aspects.

The study of scientific publications made it possible
to conclude that both internal and external work motiva-
tion significantly affect the productivity of employees. As
a result of the study, it was concluded that effective staff
stimulation is an important factor for increasing labour
productivity and achieving success of an enterprise. The
study found that successful enterprises use a combination
of strategies to motivate their staff, such as financial incen-
tives, professional development, career opportunities and
social programs. It is important to ensure an equal and fair
approach to the stimulation of all employees at an enter-
prise. To be successful, enterprises must regularly evalu-
ate the effectiveness of their staff incentive strategies and
make necessary adjustments. Comparing the results of this
article with the results of other studies, it is possible to con-
clude that there is a wide range of tools and strategies that
can be used to stimulate workers at enterprises. For exam-
ple, financial incentives, opportunities for professional de-
velopment and advanced training, bonus systems, reward
systems, social packages, proper working conditions, etc.
However, there is no one-size-fits-all approach that will
work for all organizations, as each organization has its own
unique characteristics and the needs of its staff. Therefore,
before applying any staff incentive strategies, it is neces-
sary to carefully analyse the specific conditions and needs
of the organization. It is necessary to remember the impor-
tance of monitoring and evaluating the effectiveness of staff
incentive strategies that will allow making timely adjust-
ments and improvements to the existing incentive system.

e CONCLUSION
In the course of the research, a critical analysis of the most
significant works of foreign and Ukrainian scientists con-
cerning the influence of enterprise staff stimulation on
labour productivity has been carried out. It has been es-
tablished that effective staff stimulation consists in find-
ing individual approaches to employee motivation, since
each employee has their own motivational factors that can
change over time, so material and non-material incentives
should be combined. Strategies for stimulating staff while
building effective planning have been developed, from
which a conclusion was made about the need to use a wide
range of tools that take into account individual needs and
values of employees. Such tools may include financial in-
centives, opportunities for professional development and
advanced training, bonus systems, social packages, proper
working conditions, etc. An important element of effective
stimulation has been traced: it is constant monitoring and
evaluation of the effectiveness of staff incentive strategy,
which allows making timely corrections and improvements
in the existing incentive system. This approach has been
found to create an optimal work environment, retain and
attract talented employees, and achieve market success.
Staff incentives are necessary to increase productivity,
but the success of any incentive program depends on many
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factors, such as employee motivation, quality of manage-
ment, and others. When establishing the course of devel-
opment, it should be noted that it is important for commer-
cial enterprises to pay attention to Western management
practices that can be effective for the Ukrainian labour
economy. However, when borrowing these practices, it is
necessary to take into account national traditions, men-
tality and other features of society. For example, a general
motivation program for all employees at the same time is
unrealistic, so it is necessary to develop appropriate meth-
ods and practices for a certain period, taking into account
corporate culture and the characteristics of the workforce.
This approach will make it possible to effectively motivate
staff and ensure the optimal level of productivity and prod-

uct quality. One of the possible areas of research may be to
study the effectiveness of stimulating workers in various
sectors of the economy and its impact on labour productiv-
ity. Also, possible directions may include the study of the
impact of incentives on reducing staff turnover, the devel-
opment of individual incentive programs for employees,
the introduction of new incentive methods that have been
successful abroad.
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AHoTalist. B yMoBax pMHKOBOI €KOHOMiKM IOCTa€ Mpo6iemMa MigBUILEHHST TPOAYKTMBHOCTI Mpalli Ha MiAIpueMCcTBax.
CraHoM Ha 2023 piK, Ile ofHe 3 HaltbLIbII aKTyaTbHUX Ta PO3IMOBCIOI)KEHMX MUTaHb, SIKi BUHMKAIOTh Y KOHKYPEHTHIli
60poTh6i. MeTO0 cTaTTi 6Y/I0 JOCITIIKEHHST BAXK/IMBOCTI iCHYIOUMX CUCTEM MOTMBALIii Ta IX BIUIMBY Ha pe3y/lIbTaTy Mparii
MepcoHany MignpueMcTB. Byso BMKOPDUCTAHO MeTOAM: iCTOPUYHMIA, JIOTIUHMIL, CIIOCTepeXeHHS, aHali3 JOKYMEeHTiB
Ta AOCIiI)KEeHHS JiTepaTypy, eKCcllepTHa OLiHKa, BUBUEHHS CTaTUCTUYHMX JAaHMX, 3aCTOCYBaHHSI CMCTEMHOIO IifXOAy,
MeTOO} TOpPiBHSIHHS, KOHKpeTu3allii Ta TpyryBaHHS, METOOM MOJEIIOBAHHS Ta MPUYMHHO-HACIiAKOBOTO 3B’SI3Ky. B
mpolieci HayKOBOTO AOCTiAKEHHST OYyJI0 ITPOaHaTi30BaHO TEOPETHYHi MUTAHHS 3 MOTMBAILii MMepcoHaay opraHisarii.
Po3IISIHYTO JOCHTiAKEeHHST Ta MPOBeNeHO aHaji3 iHCTPYMeHTIB, SIKi BIUIMBAIOTh Ha edeKTMBHICTb Mpalli KOMeKTUBY
IIJIIXOM CTUMY/IIOBAHHS O YCHINIHOI Ipali. BMBUeHO iHCTpyMeHTM MifBUILEHHSI MOTMBALil NMpaliBHUKIB, IX BUAYM Ta
0COGMMBOCTI BUKOPUCTAHHS B iHO3€MHOMY TOCBi/Ii. PO3IJITHYTO BIUIMB MOTUBAIIiIIHUX iHCTPYMEHTIB Ha MPOTYKTUBHICTb
mpaili MepcoHalTy IMiANPUEMCTBA, HATAHO OIiHKM e(eKTMBHOCTI 3aMpOIIOHOBAHOI KOHIENTYaabHOI MOMENi Ta BIUIUBY
Ha KOMEPI[iiiHy CBimoMicTb. Bu3HaueHO iHCTpyMeHTH, MeXaHi3MM, MeTOIM Ta iHHOBALlii B yIIpaB/iHHI IIepCOHAIOM Ta
PO3BUTKY J10TO BiATIOBiZaabHOTO BiJHOIIEHHS [0 Lijeii NiJNPUEMCTBA, JOCTiIKEHO BIIJIMB KOPIIOPAaTMBHOI KY/JIbTYPU Ha
MiABUILleHHS MOTUBAIlii MpaiiBHUKIB. [IpakTYHe 3HAUeHHSI MOJSATA€ Y BUBUEHHI iHCTPYMEHTIB MigBUIIIeHHSI MOTUBALIil
MPALiBHNKIB Ta iX BIUIMBY HAa MPOAYKTUBHICTH MEPCOHATY MiANPUEMCTBA, 10 JOTIOMOXEe B PO3POO6Ii KOHIENTYyaIbHUX
MoJenelt Ta MeTOAMK ITiIBUIIEHHS] MOTUBALlil ITPAI[iBHMKIB Ta CIIPUSATIME MTOKPALIeHHIO MPOAYKTUBHOCTI MiJIIPUEMCTBA
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