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Glib S. Buriak

Data Science Tools in Service to Combat Post-Covid
Outcomes in International Economics

The article deals with the study of current capacity of data analytic tools from
global technological business ventures that can facilitate the approach to over-
come the international economic growth decline caused by the global Covid-19
pandemic.

The Author analyses existing strategies in business intelligence to improve
managerial, marketing, production efficiency and its rapid growth due to data
collection and development of analytical frameworks together with labour force
sophistication. Newly established area of data science appears to have the ca-
pacity and force to contribute to economic recovery of national and global econ-
omies due to targeted solutions and efficiency of allocation of investment and
resources.

Keywords: data science, covid 19, international economics, world economics,
economic development.

DOI 10.37659/2663-5070-2020-4-6-10

In late 2019, a string of the Coronavi-
rus that could affect humans was de-
tected in Hubei’s capital city, Wuhan
in China. This led to the COVID-19
Pandemic that spread rapidly through
China. Pandemic hit global economy
severely bringing overall decline in
international trade. The World Trade
organization has predicted that world
merchandise trade could plummet be-
tween 13 and 32 % this year, following
the impact of COVID-19. It's predicted
the adverse effects of coronavirus on
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globalization may carry on for years,
much like the 2008 financial crisis. [1]

National economies of leading
states slumped drastically and overall
influence is comparable to the Global
Recession of 2008.

General recommendations of inter-
national organizations mostly stress tra-
ditional actions: transparency, promotion
of supply chains, stimulation of free trade
and increase of medical supplies due to
the pandemic threats. However, current
level of digitalization significantly raised

the level of data and intelligence global-
ly, thus current anti-crisis measures have
the capacity to be addressed with a pin-
point accuracy and efficiency.

The paper is based on the publi-
cations of international organizations,
academic papers, and researches in the
field of data science and big data as in-
frastructure basis for data analytics. The
idea of data science and business in-
telligence was well covered by LaValle,
S., Lesser, E. [3], Michael, K. and Miller,
K. W. [4]. Development of big data as
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a new area of economic activity is ex-
plained by Waller M. and Fawcett M. E.
[5] Tools of next generation data anal-
ysis to combat outcomes of Covid-19
were proposed by Abid Haleem, Mohd
Javaid, Ibrahim Haleem Khan, Raju
Vaishya [6]. Current state of global
economy and the results of quarantine
is monitored by oECD and WEF.

The goal of the paper is to analyze
current possibilities and tools of busi-
ness intelligence and its further de-
velopment — data science, to combat
outcomes of the global pandemic.

Traditional Business Intelligence
was more descriptive and static in
nature. However, with the addition of
data science, it has transformed itself
to become a more dynamic field. Data
Science has rendered Business Intelli-
gence to incorporate a wide range of
business operations. With the massive
increase in the volume of data, busi-
nesses need data scientists to analyze
and derive meaningful insights from
the data.

The meaningful insights will help
the data science companies to analyze

information at a large scale and gain
necessary decision-making strategies.

“Business Analytics” and “Data
Science” — these two terms are used
interchangeably. But there’'s one in-
disputable fact — both industries are
undergoing skyrocket growth. Specific
difference in Data Science application
are the programming skills of the per-
formers and computational abilities of
hardware as Data Science has rapidly
risen as an activity with the growth of
Big Data projects implementation.

Big Data is defined as high vari-
ety information assets that require
cost-effective, innovative forms of
information processing that enable
enhanced insight, decision-making,
and process automation. In essence,
it is the process of collecting large
volumes of data through computers,
sensors, events, and people to use the
gathered data to do things such as
making decisions, confirm hypotheses,
gain insights, and predict the future.
Big Data involves the integration of all
forms of information needed to sus-
tain a company’s operation, produc-

tion, and performance towards achiev-
ing its ultimate objective by the end of
the fiscal year [4].

Data is widely considered to be a
basis of decision making and improved
profitability. In many organisations,
business analytics focuses on one core
metric, and that is the organization’s
financial and operational analytics.
On the other hand, ‘Big Data’ helps in
storage, retrieval and analysis of large
and complex data there by automat-
ing business analytics, by identifying
trends from a wider variety of data
coming in from all directions and let-
ting the organization make better data
driven decisions.

The global Big Data and Business
Analytics Market size was valued at
$171.39 Billion in 2018 and is project-
ed to reach $512.04 Billion by 2026,
growing at a CAGR of 14.80 percent
between 2019 and 2026 [7].

The concept of Big Data Analytics
plays a crucial role in entrepreneurial
activities as it determines the authen-
ticity of information collected and de-
termines if it should be processed to

Data Science Tools in Service to Combat Post-Covid Outcomes in International Economics
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give out the desired result. Big Data
is mostly applied in information pro-
cessing systems to predict and classify
specific issues affecting people’s daily
activities. For instance, in the financial
system, banks tend to process new
credit cards, loans, and mortgages for
millions of people daily; hence, the col-
lected data is processed, analyzed and
stored for future reference. Therefore,
in the decision-making process, banks
and other money-lending institutions
tend to use the client's stored data in
the company’s database to evaluate
and determine if an individual is liable
for a loan or not.

Essentially, the decision-making
process is dependent on checking a
customer’s financial history and fi-
nancial statement to determine if
he has a consistent flow of income
to pay off the loan within an agreed
upon period. However, big data an-
alytics has made it possible for bank
officials to immediately assess a cus-
tomer’s financial credibility through
the use of an algorithm-based data
metrics that predict the possibility of
an individual paying off the debt. Also,
other companies have integrated the
algorithm-based technology in the
Healthcare industry whereby fitness
organizations are developing wearable
devices to measure biometrics such
as heart rate, sleeping patterns, and
calorie intake to ensure that the user
is healthy and fit. Therefore, the abili-
ty to monitor these types of metrics is
made possible through the access of
big data supplied by medical compa-
nies that collaborate with technology
companies that build fitness mobile
application programs [8].

Research shows that the recom-
mender system is crucial in every as-
pect of an organization because they
are used for recommendation services
in service companies like Amazon,
Netflix, and Spotify, to mention a few.
The recommendation system is de-
signed to provide customers with the
best options when it comes to buying
books, movies, and music through
online platforms. The operational
function of the system is partially de-
pendent on the general trends taking
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place in the commercial and consumer
markets. For instance, if there is a rise
in demand for household electronics,
the recommender system is designed
to ensure that online users can easily
access webpages that sell the highly
recommended household items. Digi-
tal behavior is monitored and scanned
to help companies like Amazon deter-
mine what kind of recommendations to
provide to their online users whenever
they visit their webpages. Research
shows that recommendations account
for 38% more on click-throughs while
Amazon claimed that 35% of sales
originated from recommendations [9].

The business model of big techs
rests on enabling direct interactions
among a large number of users. An
essential by-product of their business
is the large stock of user data, which
are used as an input to offer a range
of services that exploit natural network
effects, generating further user activ-
ity. Increased user activity then com-
pletes the circle, as it generates yet
more data. The mutually reinforcing
data-network-activity (DNA) feedback
loop helps big tech firms to identify
the characteristics of their clients and
offer them financial services that best
suit their needs. As a result, big techs
can have a competitive advantage
over banks and serve firms that other-
wise would remain unbanked.

Big tech credit does not correlate
with local business conditions and
house prices when controlling for de-
mand factors, but reacts strongly to
changes in firm characteristics, such
as transaction volumes and network
scores used to calculate firm cred-
it ratings. By contrast, both secured
and unsecured bank credit react sig-
nificantly to local house prices, which
incorporate useful information on the
environment in which clients operate
and on their creditworthiness [10].

The telecommunication industry is
one of the fastest growing industries
because of the introduction of ad-
vanced technologies that have made
it possible for companies in this in-
dustrial sector to grow not only in
the domestic markets but across the
international scene. The concept of

Joint Scientific Journal

globalization dictates that compa-
nies can create products and services
that appeal to a larger consumer base
which makes the organizational brand
popular in the global markets. Hence,
the big data analytics makes it possible
for telecommunication agencies and
corporations to assess demographic
data such as age, gender, marital sta-
tus, and language to create products
and services that appeal to the larger
group of the current customers.

Mobile Service Providers (MSPs)
tend to integrate big data analysis
to ensure that all needs and require-
ments of their existent clients are
resolved and addressed. Due to the
competitive nature in the telecom-
munication industry, most companies
in the United States, Canada, and the
United Kingdom have utilized big data
to ensure that they offer their clients
Value-Added-Services (VAS) and inter-
net access that is supported by mobile
technologies. Big Data allows telecom-
munication companies to analyze data
collected from mobile subscribers to
improve vital mobile services such as
boost cell-tower frequencies and sup-
port billions of mobile devices in a sin-
gle frequency. In other words, global-
ization has made it possible for MSPs
in developed countries to provide mo-
bile health services for subscribers lo-
cated in under-developed countries to
give them access to medical resourc-
es such as healthcare, Do-It-Yourself
medication treatment, and basic pre-
vention and curative techniques.

Big Data has allowed telecommu-
nication firms to integrate advanced
technology to introduce the Call Detail
Record (CDR) technique which detects
and monitors call patterns so that the
MSPs can devise the necessary ser-
vices and call packages that will entice
clients to remain loyal to a particular
mobile firm. For example, AT&T tends
to offer fast internet services to all
their mobile subscribers and offers
amazing internet packages that will
appeal mostly to the young people
who love spending 85% of their time
on their smartphones chatting, shar-
ing photos and videos on social me-
dia platforms. Hence, the possibility of
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AT&T subscribers to shift to Verizon
Communications is highly unlikely be-
cause their MSP already meets their
needs. The integration of Big Data in
the telecommunication industry has
made it possible for MSP companies
to detect fraudulent activities taking
place within communication systems.
The application of big data has paved
the way for the real-time data analysis
whereby data networks are monitored
for suspicious activities such as Denial
of Service (DoS) and Distributed Deni-
al of Service (DDoS) attacks.

Digital technology has paved the
way for the development of com-
munication and surveillance systems
which assist in information flow and
monitoring movement within specif-
ic vicinities. Thus, retail organizations
have installed CCTV equipment in their
establishments not only for security
purposes but also to track customer
movement by assessing the flow of
clients during the weekdays and week-
ends to determine the peak hours when
there is huge traffic of customers. Also,
detecting the flow of customers allows
retailing firms to assess their customers
based on gender, age group, and pur-
chasing patterns. Once data is col-
lected it is used by retailing firms to
categorize their products through a
data mining process known as Market
Basket Analysis whereby a client who is
accustomed to buying bread and milk,
gets the chance to buy jam as well. It
is a calculated technique that forces
customers to buy products that might
complement what they are used to
buying which serves to boost the re-
tailer’s financial growth in the commer-
cial space. The fusion of globalization
and the technological aspects of big
data analytics have made it possible
for most retail corporations to succeed
in the international scene. Therefore,
the Market Basket Analysis has allowed
retail firms to gather stream data and
monitor online behavior among their
customers while checking their com-
pany's official website and offer recom-
mendations about the best products
and services in real-time.

The healthcare industry is con-
sidered one of the most lucrative in-

dustries in the world because people
tend to fall sick all the time and they
need medical attention to restore their
health. Research shows that through
globalization, successful American and
German healthcare corporations de-
cided to open subsidiary hospitals in
under-developed countries in Africa,
South America, and South-East Asia
to fulfill the UN agenda by support-
ing the ideologies and efforts of the
World Health organization (WHo). Due
to the integration of digital technology
in medical organizations, all patient
records were digitized for safe-keeping
for future reference and to minimize
data distorting which was a persistent
challenge for traditional storage sys-
tems in most hospitals in the United
States [11]. Big Data within the med-
ical industry is accessed through elec-
tronic patient records, clinical decision
support systems, medical imaging, and
machine-generated sensor data which
store sensitive information about a pa-
tient's health status such as diagnosis,
treatment plan, and medication rou-
tines. Therefore, big data analytics cre-
ates an opportunity for healthcare com-
panies to develop a robust treatment
system which enhances the quality of
medical care as well as minimize the
cost of treatment for needy patients.
Big data analysis in the healthcare
industry advocates for the idea of cen-
tralization of information so that an
international medical company like
CVS Health can store all its patient
records in a single location. In case one
of their registered patients falls ill in
South Africa, doctors stationed in the
country can easily retrieve his medical
data and treat accordingly. Besides, it
eases the treatment process because
patients already have access to a pa-
tient's entire medical record; hence, it
becomes extremely easy to diagnose
and prescribe the best medication for
the ailing individual while checking if
he or she is allergic to specific drugs.
Online platforms such as social media
networks have made it possible for
medical firms to analyze large volumes
of data collected from the various
social media platforms to detect and
monitor the spread of infectious dis-

eases. For example, during the Ebo-
la outbreak in West Africa, the Sierra
Leone government in conjunction with
the Center for Disease Control (CDC)
conducted online surveillance pro-
grams especially on social media ac-
counts to monitor the movement of
infected people within the country and
the entire region.

Apparently, big data technology can
store a massive amount of information
about the people infected with this
COVID-19 virus. It helps in understand-
ing the nature of this virus in detail. The
data obtained can further be trained
over again for developing future pre-
ventive methods. This technology is
used to store the data of all types of
cases (infected, recovered and expired)
affected by COVID-19. This information
can be effectively used for case iden-
tification and helping to allocate the
resources for better protection of pub-
lic health.

There is an immediate requirement
to store such a large amount of data
of these cases, using different data
storage technologies. These data are
used to undertake research and de-
velopment about the virus, pandemic
and measures to fight this virus and its
after-effects. Big data is an innovative
technology which can digitally store a
large amount of data of these patients.
It helps to computationally analyse to
reveal patterns, trends, associations
and differences. It can also help in
revealing the insights into the spread
and control of this virus. With detailed
data capturing capability, big data can
be used gainfully to minimise the risk
of spreading this virus.

The research shows that business
intelligence is central in the survival
and growth of tourism and hospitality
entities in the 215t Century. A business
needs to undertake environmental
scanning, industry scanning and inter-
nal analysis in order to position itself
and deploy its resources for optimal
results. This need is intensified signifi-
cantly in today’s era of the COVID-19
pandemic where all assumptions and
projections have changed. A tourism
entity needs to gather business intel-
ligence and understand the impact of
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IHcTpyMmeHTapiii Haykv Npo AaHi B nogonaHHi HacnigKiB
naHaemii B Mi>KHapoAHiA eKOHoMiLi

Y cTaTTi AOCAIAXKYETbCA CyYaCHWIM CTaH aHaMiTUYHWX IHCTPYMEHTIB M10-
HaNbHNX TEXHONOTIYHWX Bi3HEC-MIANPUEMCTB, AKi CMPOMOXHI MOMIMWNTA Nij-
XOAW A0 NocnabaeHHs eKOHOMIYHOro crady yepes rnobanbHy NaHAEMItO Bi
Covid-19.

ABTOp aHanilye cyyacHi cTpaTerii 6i3HeC-aHanNiTUKKM, CNPAMOBaHI Ha NoJin-
LUEHHA YNpaBiHCbKOI, MapKETUHIOBOI Ta BUPOOHMYOI ePEeKTUBHOCTI, @ TakoX
IXHIM LWBWAKMUIA PO3BUTOK 3aBAAKM MPULIBMALLEHHIO 360pY AaHMX, PO3BUTKY
QHaANITUYHKUX CUCTEM | YCKNaAHEHHO TPYAOBOT cnaun. CydacHO CTBOpeHa raay3b
HayKkun Npo AaHi Hapasi Mae NoTeHLian i Cuay NO3UTUBHO BM/IMHYTM Ha EKOHO-
MiYHe BiIHOBNIEHHS HaLliOHaNbHWX Ta rMobaNbHOI EKOHOMIK 3aBASKM LIiNIbOBUM
PiLLEHHAM Ta ePeKTVBHOCTI 3a1yYeHNX IHBECTULLiIM Ta pecypciB.

KnrouoBi cnoBa: Hayka zaHux, covid 19, MixHapoAHa eKOHOMiKa, CBITOBa eKo-
HOMiKa, eKOHOMIYHMI PO3BUTOK.
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The article examines the evolution of the development of the European
Union (EU), suggests the stages of its formation. The main factors of the emer-
gence of the EU and important aspects of integration are indicated. The gradual
accession of new members and documents regulating the functioning of the EU
are reflected. The statistics of foreign trade of the EU countries and the place
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Ukraine and the EU as the main partner for Ukraine. The stages of development
of Ukrainian-European relations and the importance of integration processes for
our country are presented, which is reflected in the form of foreign trade statistics
between Ukraine and the EU.
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Introduction

The European Union occupies an im-
portant place in the modern political,
economic, social world, being one of
the world leaders. At present, the EU is
a unique integration group that unites
27 countries (at the beginning of 2020
the number of member states was 28),
which differ in the level of economic
development, size, population, social
system, etc. In addition, the EU is an
important trading partner that unites
not only member states but also oth-

er European countries and devel-
oped countries in other parts of the
world. Taking into account that the
EU is a strategic partner for Ukraine
and Ukraine intends to become a full
member of the community, the study
of their integration and economic re-
lations is a topical and important issue.

Literature Review

A number of researchers analyzed the
EU, its historical development and
main current in-house tendencies,

10.37659/2663-5070-2020-4-11-17

namely Katharina L. Meissner, Magnus
G. Schoeller, Kvasha O. & Syniakova A.,
Raksha O, Izha M., etc. In addition, the
analysis of the EU development is pre-
sented on the official websites of the
Union — the European Commission,
Eurostat and others. However, certain
aspects still need to be covered in this
scientific research.

Method

The article uses a historical method to
analyze the stages of formation of the
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EU and Ukrainian-European relations,
a statistical method to study the so-
cio-economic indicators of the EU de-
velopment, as well as a systematic ap-
proach to the analysis of major trends
in the EU.

Analysis

As we know from the literature, Euro-
pean integration is the process of inte-
gration of states in Europe or nearby
in different spheres, namely industrial,
political, legal, economic, social and
cultural. Results of integration in the
European region is the creation of Eu-
ropean Union, that actualy was based
on postwar European nation-states in-
tegration.

The European Union is a unique
model of integration among Europe-
an national states. 27 countries are the
members of the EU. Up to the end of
January 2020 there were 28 countries.
The UK left the EU on January 31, 2020.
It is unprecedent issue that have never
taken place before.

We can say that the EU is a unique
model of integration based on treaties
among member states which created
an institutional framework.

The European Institutions — the
Commission, the Council and the Par-
liament — define the aims and policies
of the Union and conduct the manage-
ment of the Union.

The idea behind the European in-
tegration process was to create an
institutional framework of shared
sovereignty in different sectors of the
economy.

The ultimate goal of the process is
the economic integration of the mem-
ber states which will call for a political
union in the final stage.

Goals of the EU are in different
spheres, namely to ensure peace and
well-being of citizens, combat social
exclusion and discrimination, offer
freedom, security and justice without
internal borders, enhance economic
and social cohesion, promote scientific
and technological progress, etc. So we
see that not only economic aspect, but
social as well is important for the EU.

Achieving these goals, the EU was
awarded the Nobel Peace Prize for ad-
vancing the causes of peace, reconcili-
ation, democracy and human rights in
Europe. This results in the longest du-
ration of peace in Europe than it was
previous.

There were two reasons of the EU
creation:

1. After the Second world war there
was only one world leader — the
USA, and Europe lost its leading po-
sition. So, they needed to counter-
balance the US.

2. Both world wars were started by a
European country — Germany - to
control this country further some
measures had to be taken.

The goal of European integration
was to create a system where nation
states would no longer follow such de-
structive policy.

At the beginning We would em-
phasize that there were two approach-
es to the EU creation: functionalism
and federalism.

Functionalism — building coopera-
tion among countries through the inte-
gration of one or more highly import-
ant economic function shared by all of
them (the UK, Ireland, Norway, etc.).

Federalism — directly establishing a
European political federation (the Six).
Some countries committed themselves
to the highest degree of integration.

So, On May 9, 1950, French Foreign
Minister Robert Schuman announced
a plan, that was proposed by French
entrepreneur — Jean Monnet. To con-
trol the forces of war, Monnet sug-
gested to take European coal and steel
production under a common control.
These industries were chosen because
at that moment they were the most
military industries.

The Schuman Declaration was re-
garded as the first step towards achiev-
ing a united Europe —an ideal that in the
past had been pursued only by force.

The Six countries — Belgium, the
Federal Republic of Germany, Italy,
Luxembourg and the Netherlands ac-
cepted the French proposal, and signed
the European Coal and Steel Commu-
nity (ECSC) Treaty in Paris on April 18,
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1951 (History of Union’s origin). It can
be called the first step to the creation
of future EU.

The ECSC created a free-trade area
for several key economic and military
resources: coal, coke, steel, scrap, and
iron ore. The ECSC was quite success-
ful and led to increasing coal and steel
trade between the Six by 129 percent
in the first five years.

Then leaders of these countries de-
cided to continue unification of Europe
on the economic front alone. It was
proposed to create a common market.
And the result of negotiation was the
next step — European Economic Com-
munity (EEC) and European Atomic
Energy Community (EAEC or Euratom).

EEC aimed to merge separate na-
tional markets into a single market
that would ensure the free movement
of goods, people, capital and services
with a wide measure of common eco-
nomic policies, and EAEC was targeted
to further use of nuclear energy but
just for peaceful purposes, in con-
trast to application of nuclear bombs
in Japan by the US. The Six signed the
treaties creating these two Commu-
nities on March 25, 1957 in Rome. It
should be noted, that the principle of
equal pay for equal work for women
and men became part of the Treaty of
Rome in 1957.

In 1973 the UK, Ireland and Den-
mark joined the EU. In 1981 — Greece.
In 5 years — Spain and Portugal.

Great changes took place in 1989
when the Berlin Wall fell. This led to
the reunification of Germany. The So-
viet Union itself ceased to exist in De-
cember 1991.

At the same time, the Member
States were negotiating a new treaty,
which was adopted by heads of state
or government in Maastricht in De-
cember 1991. By adding intergovern-
mental cooperation (in areas such as
foreign policy, justice and internal af-
fairs) to the existing Community sys-
tem, the Maastricht Treaty created the
European Union. It came into force on
1 November 1993.

Also by the Maastricht Treaty (the
Treaty of the EU) were proclaimed the
EU citizenship for all members of the
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countries of the EU, creation of central
banking system, further steps towards
Europe being a single market and in-
troduction the Euro.

Three more countries — Austria,
Finland and Sweden — joined the EU in
1995, bringing its membership to 15.
But Norway hasn’t become a member
of the EU yet, despite the fact that it
could twice become the member of the
EU, but opted to decline following ref-
erendums.

Moreover, the EU was closed to the
enlargement for 9 years and the aim
for this was achieving the deep inte-
gration within these 15 countries and
increase EU economic sphere. By then,
Europe was facing the growing chal-
lenges of globalization.

Today, more than 440 million citi-
zens from 27 Member States enjoy the
benefits of European cooperation. And
25 years after the roadmap towards
the euro was agreed, the euro has be-
come the world's second most traded
currency and is part of the daily life of
340 million citizens in 19 countries.

Thus, we explored the stages of
formation of the EU — one of the most
important partners of Ukraine and the
world. As we can see, the stages of its
formation were quite difficult and be-
gan with some industries, gradually
penetrating into others.

At the present moment the EU is
regulated by the two principal treaties:
Treaty on European Union (TEU; Maas-
tricht Treaty, effective since 1993) and
the Treaty on the Functioning of the
European Union (TFEU). The Lisbon
Treaty also made the Charter of Funda-
mental Rights legally binding, though
it remains a separate document.

There was an attempt to adopt
the Constitutional Treaty — the high-
est level of integration. In 2003, the EU
produced a draft Constitutional Trea-
ty designed to replace all the existing
treaties as the sole legal document
governing the operation of the EU. The
Constitutional Treaty merges the three
“pillars” although special procedures
are maintained in the fields of foreign
policy, security and defence.

The Treaty was signed in October
2004 by representatives of 25 member

states of the EU. Later it was ratified
by 18 states. However, following votes
against it in referendums in France and
the Netherlands, in 2005 the process
was stopped and in other countries
referendums were cancelled (Table 1).

This table shows the share of the
world in exports and imports of goods
in 2018. We can see that in 2018 the
world’s largest exporters of goods
were China and the EU in the current
27 countries. The United States export-
ed slightly less (11%), and the follow-
ing countries significantly less — Japan
3 times less than the EU and China.
Among the largest importers of fin-
ished products are the United States

(16 %), the EU (14 %) and China (13 %).
In other words, we see that the EU is
firmly in a strong position in world
trade, competing with China and the
United States.

In the next table we will present
the main trading partners of the EU for
exports and imports in 2019 (Table 2).

This table presents the EU's main
trading partners in 2019 in the world.
Thus, the main exporters of the EU
products were the United States (18 %)
and the United Kingdom (15%). As for
the United Kingdom, it should be noted
that at that time it was still a member of
the EU, i.e. trade relations were stron-
ger than with other countries, which

Table 1. Shares in the World Market for Exports and Imports of Goods, 2018

Country Shares for exports Shares for imports
China 15% 13%
EU-27 15% 14%
United States 1% 16%
Japan 5% 5%
South Korea 4% 3%
United Kingdom 3% 4%
Rest of the world 46% 46%

Source: Eurostat

Table 2. Main Trading Partners of the EU-27 for Exports and Imports of Goods in 2019

Country Partners for exports Partners for imports
United States 18% 12%
United Kingdom 15% 10%
China 9% 19%
Switzerland 7% 6%
Russia 4% 7%
Turkey 3% 4%
Japan 3% 3%
Rest of the world 1% 39%

Source: Eurostat
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explains such a large figure. China (9 %)
and Switzerland (7%) are also among
the main importers of the EU products.
The Russian Federation is characterized
by lower indicators — 4% and Turkey
with Japan — 3% each. From this we
see that the main countries to which
the EU exported its products were not
only the surrounding countries (the
UK and Switzerland), but also coun-
tries from other continents and parts of
the world — the USA, China, Japan, etc.,
which is an important indicator of the
global role of the EU.

Among the countries from which
the EU imported products are China
(19%, which is 10 % more than imports
to China from the EU), the United
States (12%) and the United Kingdom
(L0%). The figures for other countries
do not differ much from the previous
ones except for the Russian Federation
(imports into the EU from Russia are
3% higher than exports). In general,
it can be concluded that the EU im-
ports more from the region of devel-
oping countries than they buy in the
EU, which is explained by the pricing
policy of these countries.

Table 3 shows the EU countries and
their share in foreign trade outside the
EU in 2019.

This table shows that the country
with the largest share of both exports

and imports is Germany (30% of ex-
ports and 21% of imports). Germany
is considered the locomotive of the
EU’s economic development, which is
confirmed by these data. In exports,
the second place is occupied by France
(12%), followed by Italy (11%) and the
Netherlands (10 %). Slightly smaller po-
sitions are in Belgium (7 %), Spain (6 %)
and Ireland (4%). The share of other
countries alone is insignificant and in
total is less than the share of Germany
alone. Germany also remains the lead-
er in imports, but the Netherlands is in
second place, with imports 8% higher
than exports. This can be explained by
the fact that the Netherlands is a small
kingdom that does not have much in-
dustry and has to buy products from
abroad. The share of France itself is not
too small in imports — 11%. Belgium
and Spain import more (both countries
8% each) and Poland is a significant
importer rather than an exporter.
Thus, we see that the EU has an im-
portant place in the world at this time,
has achieved its goal and competing
with the main economically powerful
systems — the United States, China and
Japan. These countries are not only
competitors but also major partners in
international trade with each other.
Since the authors of the research rep-
resent the Ukrainian side, Ukrainian-Eu-

Table 3. Extra EU-27 Trade in Goods in 2019

Country Exports Imports
Germany 30% 21%
France 12% 1%
Italy 1% 9%
The Netherlands 10% 18 %
Belgium 7% 8%
Spain 6% 8%
Ireland 4%

Poland 4%
Other EU Member States 21% 39%
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ropean relations should be considered,
because Ukraine’s path to the EU is quite
problematic and contradictory.

Ukraine’s integration processes are
an important aspect of its current func-
tioning and justify the current state of
geopolitics. Focus on European inte-
gration is the main driver of economic,
political and social development of our
country. Ukraine’s main priority at this
time is to reach the appropriate level
for full membership in the European
Union. Historically, relations between
Ukraine and the EU can be represented
in the following stages in Table 4.

Thus, we see that from the very be-
ginning of its independence, Ukraine
has been moving towards joining the
EU, and attempts to change this course
have led to an armed conflict in the
country.

At present, the EU is a strategic
partner of Ukraine in foreign trade.
Thus, according to Eurostat, statis-
tics on trade in goods of the EU and
Ukraine for 2013 — 2018 are provid-
ed. The data in Table 2 show trade in
products between the 28 EU countries
(28 countries were still members at the
time) and Ukraine in millions of euros.

Table 5 shows that the volume of
EU trade with Ukraine has been grow-
ing every year since 2015. From 2013
to 2015, there was a significant decline
in trade, which can be explained by
the aggravation of the political situa-
tion in Ukraine. At present, there is a
sufficient increase in imports to the EU
from Ukraine, which has a positive im-
pact on the economy of our country,
because the main partner of Ukraine
in foreign trade for a long time re-
mained the Russian Federation. We
are currently building new ties with
developed EU countries and increas-
ing sales. It should be noted that the
difference between exports to Ukraine
and imports from it decreased signifi-
cantly from 10 million euros in 2013 to
4 million euros in 2018. That is, imports
from our country are developing faster
than before, which is characterized by a
positive side Ukrainian producer, quali-
ty of its products and competitiveness.

In 2018, Ukraine mainly export-
ed base metals and articles thereof
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Table 4. Stages of the Ukraine and the EU Relations

N2 Year Characteristic

1 December 1991 The Minister of Foreign Affairs of the Netherlands, who held the EU presidency at the time, rec-
ognized Ukraine's independence.

2 July 1993 Ukraine announced for the first time its orientation towards European integration in the Resolu-
tion of the Verkhovna Rada of Ukraine "Main Directions of Ukraine’s Foreign Policy”.

3 November 2002  Resolution of the Verkhovna Rada of Ukraine “On Parliamentary Hearings on Cooperation be-
tween Ukraine and the EU".

4 February 2007 Declaration of the Verkhovna Rada of Ukraine on the start of negotiations on a new agreement
between Ukraine and the EU.

5  July 2010 Adoption of the Law “On the Fundamentals of Domestic and Foreign Policy”, where an important
element of Ukraine’s foreign policy is to ensure its integration into the European political, eco-
nomic and legal sphere in order to obtain EU membership.

6  May 2011 Resolution of the Verkhovna Rada of Ukraine "On the recommendations of parliamentary hear-
ings on the topic: On the state and prospects of economic relations between Ukraine and the EU
and the Customs Union".

7 November 2013 The refusal of the President of Ukraine to sign the Association with the EU provoked mass pro-
tests, which resulted in the formation of “Euromaidan”.

8 March 2014 The Verkhovna Rada of Ukraine adopted the Resolution "On reaffirming Ukraine’s course towards
EU integration and priority measures in this direction.

9 2014 Signing and ratification of the Association Agreement between Ukraine and the EU.

10 June 2017 Visa-free regime for citizens of Ukraine began to operate

* The table is based on the material of Representation of Ukraine to the European Unions.
Table 5. Foreign Trade in Goods Between the EU-28 and Ukraine, in 2013-2018, Million Euros
Year 2013 2014 2015 2016 2017 2018

Export EU 23.899 16.995 14.033 16.568 20.194 22.065

Import EU 13.882 13.734 12.844 13.182 16.683 18.019

Balance 10.017 3.262 1.190 3.386 3.5M 4.046

Total 37.781 30.729 26.877 29.749 36.877 40.085

(21.9% of total), vegetable products
(18.9%), mineral products (15.0%),
machinery and appliances (11.8%).
Ukraine's export profile is now more
diversified than a decade ago when
70% of exports consisted on veg-
etable products, base metals and
mineral products. Today, other cat-
egories such as animal products,

foodstuff and machinery products,
feature much more prominently on
the export list. Footwear and arti-
cles of stone, although still relatively
low have seen exports increasing by
more than 50 % over the last 10 years
(Ukraine and the EU).

Table 6 presents the EU support of
Ukraine in post-Maidan period.

Source: Eurostat

As can be seen from Table 6, the EU
allocates a lot of money to support
Ukraine. During the 5 years from 2014
to 2019, the EU budget provided as-
sistance in the amount of 6461.5 mil-
lion euros, which is quite a large figure.
Realizing that by defending its right to
choose the path of integration, Ukraine
has been hit by the Russian Federation
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Table 6. The Volume of Post-Maidan Support of Ukraine

Amount of money

DAL (million Euro)
1. European Union Budget (2014-2019) 6461.5
1.1. Overall development assistance 2014-2019 1472.2
1.2. Foreign policy instrument 246.5
1.3. Other support from the EU budget 332.8
1.4. Macro financial assistance (concessional loans) 4410
2. European Financial Institutions 8600
2.1. European Investment Bank (2014-2016) 4600
2.2. European Bank for Reconstruction and Development 4000
(for five years)

Total: 15061.5

Source: Ukraine and the EU. URL: https.//eeas.europa.eu/headquarters/
headquarters-homepage/1937/node/1937_pl

and has lost its important economic
and trade partner, and it takes time to
improve its economic performance,
the EU is helping. Through the Euro-
pean Financial Institutions, Ukraine re-
ceived assistance in the amount of EUR
8.600 million during the period. This is
provided in the form of grants, micro-
credits and other assistance to entre-
preneurs, which provides an opportu-
nity to support and develop small and
medium-sized businesses and further
develop large ones.

Results and Discussion

In general, the evolutionary develop-
ment of relations between Ukraine and
the EU has been ambiguous, but at
present integration intentions are doc-
umented and supported by the actions
of both political power and its citizens.
Currently, the EU is a major partner in
many areas of our state and shapes its
socio-economic development.

From the abovementioned, we see
that the EU has a long history of de-
velopment, which is quite complex in
terms of legal regulation of the func-
tioning of the community. In January

2020, there was an unprecedented
case — the UK withdrew from the EU. At
present, it is the only EU member state
that has left the community. Never-
theless, according to statistics, the EU
has a significant place in the world as
a trading partner of many developed
and developing countries. For Ukraine
today, the EU is becoming a strate-
gic external partner, because we have
chosen the integration path of devel-
opment and intend to become a full
member of the EU.

Future Research

Unresolved issues remain regarding
the socio-economic development of
the EU, forecasts of its further devel-
opment and the main problems with-
in the group. Possible obstacles to
Ukraine's full integration into the EU
and the consequences of such unifi-
cation need further analysis. It is im-
portant to study the main economic
and political problems in Ukraine that
hinder the acquisition of the EU can-
didate status. All these issues will be
considered in further studies by the
authors.
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EBontoLiiHMIA acnekT i cydyacHWUi cTaH pO3BUTKY
€Bponeiicbkoro Cotosy

Y cTaTTi PO3rNaAa€TbCA €BOMOLLIIHWUIA aCneKT CTaHOBAEHHA EBPOMENCHKOrO
Cotozy (€C) yepes eTanu MOro CTBOPEHHA Ta PO3BUTKY, OCHOBHI YWHHWKW MOro
nosswu. locniaxeHo cyyacHuin ctaH €C, MOro eKOHOMIYHI MPOLLEeCH Ta OCHOBHI
TOprosesibHi napTHepu. OcobamBy yBary NpUAINEHO PO3BUTKY YKPAIHCbKO-EB-
POMENCbKMX BIAHOCUH AK B MAAHI iHTErpaLiiHWX, TaK | EKOHOMIYHWX.

KnrouoBi cnoBa: iHTerpaLlis, ekoHoMiYHa iHTerpadis, €sponeicbknin Coro3s,
KpaiHu-uneHn €C, ekcrnopr, iMNopT, 6e3Bi30BUIA PEXUM.
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Gdp-Linked Warrants: Theory and Practice

The paper provides a review of theoretical and practical aspects of GDP-
linked warrants emission. Theoretical problems related to these securities are
explored by way of comparison of original GDP-linked bonds and GDP-linked
warrants, issued in the course of debt restructuring; practical aspects are ex-
amined by means of a comparative overview of terms and conditions of most
recent emissions of such financial instruments by Argentina, Greece, and Ukraine.
Intrinsical discrepancies between theory and practice, combined with detected
trends of tightening of terms and conditions of each successive emission, qualify
authors for rationalization of the need of national and international monitoring
over foreign debt restructuring negotiations.

Keywords: GDP-linked warrants, moral hazard, Ukraine, debt restructuring ne-

Introduction

In 2015 while negotiating ways and
means of restructuring of Ukrainian
sovereign debt and practicality of the
emission of GDP-linked warrants it
was a common knowledge that “pre-
vious issuances of GDP-linked securi-
ties have been hampered by flawed,
incomplete contracts and by moral
hazard, pricing and liquidity issues”
(Park S., Samples T, 2015). That is why
in 2015 the main task of creditors was
to “address some of these shortcom-

gotiations, monitoring.

ings with meaningful improvements in
contract design”.

As it turned out, from the point of
view of creditors this task was success-
fully completed: issued in 2015 GDP-
linked warrants (i) provided for inde-
pendent sources of GDP data to damp
down investors’ concerns about data
manipulation; (ii) included cross-series
collective action clauses, simplifying
the process of modification and/or re-
structuring of securities, if necessary;
(iii) provided tailored mechanisms for
investor protections, reading into the
contract put options, instrumental in
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case of certain covenant violations. In
many respects due to these covenants
Ukrainian GDP-linked warrants in 2017
have surged more than 50%, at the
end of 2019 were traded at a cash
price of 98% (Hogg R. 2020) at the
beginning of 2020 (before Covid-19
pandemic) they had hit par (Ukraine’s
GDP, 2020) and on January 2020 even
exceeded nominal by 0.13%. Such
widely acknowledged success of these
warrants has solidified some eminent
scholars’ opinion on the expediency of
full-scaled primal (original) GDP-linked
notes the issuance (by contrast with
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the emission of warrants in the course
of debt restructuring).

Literary Review

The start of the first wave of interest to
GDP-linked securities is dated by the
late 1980s, when the process of Brady
bonds emission was initiated. General-
ly recognized presumption that partial
debt forgiveness can actually raise the
expected repayments to the creditors,
and at the same time give greater in-
centive to the country for favorable
adjustment (Sachs J., 1989), has trig-
gered the search of reasonable ways of
sovereign debt restructuring — both in
practice and in academic literature. In
conjunction with Costa Rica, Bulgaria,
Bosnia and Herzegovina issuing bonds
with certain elements of indexation to
their national GDP (or GDP per capi-
ta or GDP growth), the issue of GDP-
linked warrants became high-profile
topic in the research papers of Robert
Shiller (1993), John Williamson (2005),
Eduardo Borensztein and Paolo Mau-
ro (2002), Stephany Griffith-Jones and
Krishnan Sharma (2006), Joseph Sti-
glitz (2010) and others.

Pursuant to their research GDP-
linked warrants (also known as Val-
ue-Recovery Rights — VRR or Growth
Linked Warrants — GLW) were the new
class of securities, issued in the pro-
cess of debt restructurings with a pur-
pose of compensating investors who
let part of their principal and/or inter-
est disappear in a restructuring by way
of promising a share of the ‘better fu-
ture’ (always providing only an upside,
never a downside).

Next wave of interest to GDP-
linked securities is associated with the
possibility of the emission of original
GDP-linked bonds — securities to be is-
sued within the context of a long-term
treasury management program that
aims to address a problem of financial
needs of the sovereign in the context
of economic cycles; primary objective
of such securities — to lay the ground-
work for correlation of the payments
on principal amount and/or interest
with some sort of GDP index.

On 30 November, 2015, partici-
pants of the workshop on GDP-linked
bonds, hosted by the Bank of England,
"broadly endorsed the benefits of GDP-
linked bonds — of fiscal policy stabiliza-
tion, contractually-agreed risk-sharing,
avoidance of the deadweight costs of
debt crises” (Bank, 2015); arising from
this meeting of economists, lawyers
and businessmen was the presentation
of the indicative term sheet for such
securities ‘'The London Term Sheet’
(English law version).

At the top level the idea for sov-
ereign contingent debt was revived at
the G20 meeting in Chengdu, China,
in 2016. Meeting next year in Baden-
Baden G20 finance ministers and cen-
tral bank governors endorsed a “Com-
pass for GDP-linked bonds”, which was
developed jointly by the G20 coun-
tries, stating that GDP-linked bonds
could be instrumental in improving the
sustainability of public finances.

Comprehensive analysis of the
theoretical problems of GDP-indexed
securities is provided in the papers of
almost all already mentioned experts;
their main arguments were recently
consolidated in collection of essays
‘Sovereign GDP-Linked Bonds: Ratio-
nale and Design’, edited by James Ben-
ford, Jonathan Ostry and Robert Shill-
er (2018). Virtually all of them handled
the problem from the point of view of
creditor/investor.

The main objective of this paper is
to look into the matter from the point
of view of the issuer of GDP-linked
warrants/bonds (based on the com-
parative analysis of background, terms
and condition of GDP-indexed bonds
issued by Ukraine with those of Argen-
tina and Greece).

Analyses

Summarizing main arguments of the

advocates of GDP-linked bonds and/

or warrants, assessing them from in-

vestors' perspective, it is essential to

mention the following:

*  GDP-linked bonds, referred to by
Robert Shiller as the “mother of all
markets’, are determined as “per-

petual claims” (Shiller R, 2018) on
country wealth. These securities are
designed in order to provide for
investors an opportunity to take a
position on countries’ future growth
prospects, thus being a ‘claim on
the income of an entire economy”
(Kopf C. in Sovereign GDP 2018, pp.
74-75).

+ VRR are the financial instruments to
be traded on the market of behe-
moth size: in 2019 global GDP sur-
passed $142 trillion; its size far out-
weighs capitalized value of world’s
stock markets.

+  GDP-linked securities allow inves-
tors to better diversify their portfolio
both domestically and internation-
ally; when GDP-linked bonds will be
issued by a number of countries, in-
vestors will expect high returns when
some of these countries do very well.

*  GLW securities due to their design
are believed to offer higher level of
protection against payment default
in the long run.

Advocates of GDP-linked securi-
ties also describe some advantages of
GDP-linked securities from the point of
view of sovereign obligors:

* VRR increase the issuer’s resilience
to negative growth shocks by linking
debt payments to the issuer’s capac-
ity to service debts.

*  GDP-linked security is an attrac-
tive instrument "because it can en-
sure that debt stays in step with the
growth of the economy in the long
run and can create fiscal space for
countercyclical policies during reces-
sions (Sovereign GDP-Linked, 2018,
p.14). Shifting the fiscal burden of
sovereign debt to the more favorable
economic scenarios, they are devised
as an automatic stabilizer.

«  GLW is an instrument of internation-
al risk sharing; GDP-indexed bonds
allow the indebted sovereign to
enhance country’s external viabili-
ty, growth and integration into the
world economy.

Proceeding from numerous advan-
tages of GDP-linked securities, lawyers,
economists and financial experts at
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present are keeping on the front-burn-
er practical issues of the design of
such securities, the main of them be-
ing choice of the index, method of its
measurement, data quality concerns,
currency denomination, recourse peri-
od, pricing, uncertainty about liquidity,
questions of contractual design and
availability of covenants. This paper is
dealing mainly with economic issues,
leaving legal technicalities (such as
problem of Governing law, Collective
action clause, Pari passu clause and
other covenants) to legal experts.

Dealing with economic problems
any economist should start with the
clarification of economic essence of
VRR. According to Investopedia, war-
rants, being just one type of equity de-
rivative (Fairly A., 2020), give the right,
but not the obligation, to buy or sell a
security — most commonly an equity —
at a certain price before expiration. As
a Spanish multinational financial ser-
vices company Banco Bilbao Vizcaya
Argentaria (BBVA) specifies, "a war-
rant is a securitized option. In oth-
er words, an option on an asset in the
form of a security that has an official
listing, and it is traded in an organized
market. Its price is therefore set trans-
parently” (Furio E., 2020).

Thus by analogy the GDP-linked
warrant can be determined as a de-
rivative (the price of which is defined
by the share of hair-cut), that gives in-
vestors the right to receive part of the
issuer wealth — certain proportion of
GDP.

Academic papers describe VRR as
a debt instrument in the context of in-
ternational risk-sharing (Athanasoulis
S. and Shiller R, 2001) and debt relief
for sovereigns; but in practice, rating
the terms of Ukrainian sovereign debt
restructuring in 2015 one has to pay
attention to a ‘Put Event’ in case of
which “"the Issuer shall, at the option
of a Holder ... repurchase the Securi-
ty held by such Holder on the relevant
Put Date at a price equal to the No-
tional Amount of the Security” (See
definition of “Put Event” in ‘Exchange
Offer Memorandum Dated 23 Septem-
ber 2015', p.66). Therefore, these spe-
cific creditor protection mechanisms,

that were absent in other comparable
securities (defined by Wilkinson (2015)
as "a pure innovation in design of the
Ukraine GDP-linked Securities”) trans-
form Ukrainian GLW from risk-sharing
derivative into direct claim on future
wealth of the sovereign.

Practicalities of designing GDP-
linked securities start with the choice
of an economic indicator, that the sov-
ereign produces and revises, the op-
tions being GDP, rate of GDP growth
and GDP per capita. It is generally
acknowledged that the last index is
the most problematic in usage, as it
is sensitive to population statistics,
the reliability of which is often ques-
tionable — contrary to GDP data, which
are standardized, comparable across
countries, concrete and regularly pub-
lished (by countries themselves as well
as by international organizations).

Additional stumbling block in
choosing the index is a controversial
question: whether to take into account
the share of the shadow economy, not
included in official statistics (and in
case of positive answer — how to mea-
sure it). In Ukraine, for example, at the
time of debt restructuring this share
was valued by foreign experts (Shad-
ow, 2018) up to 42.9% (the average for
158 countries being 27.78 % — Shadow,
2015).

Up until recently one of the contro-
versial issues was the determination of
the data source. Importance of this is-
sue is demonstrated by ongoing legal
battles (between Argentinian govern-
ment and US and British hedge funds -
holders of GDP warrants), caused by
the decision of Argentinian govern-
ment to discontinue publishing of
the Actual Real GDP in constant 1993
prices (metric agreed by the parties
when issuing warrants) and to replace
real GDP calculation effective 2014 in
constant 2004 prices. Change of the
source data has given the chance to
Argentina to claim that its growth had
not exceeded the trigger in 2013, while
New York-based hedge fund Aurelius
Capital claimed that it did and filed a
lawsuit for alleged payment shortfall
for more than $80 million. It is notable
that in January 2020 senior U.S. District
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judge Loretta Preska decided in favor
of Argentina, stating that “the relevant
contractual terms clearly and plainly
indicate that the calculations material
to Aurelius's breach of contract claim
must rely on enumerated economic
metrics produced by the Argentinian
government”.

Drawing the moral of this experi-
ence creditors of Ukraine insisted on
using data on GDP growth based on
IMF's World Economic Outlook, thus
enabling investors to monitor data
through the IMF's annual observance
reports and any assessments by IMF
staff on data quality.

Another problem arising after
choosing the index is selection of spe-
cific unit of measurement: in current
or constant prices, in local or foreign
currency units, using market and factor
prices etc.

Importance of the choice is evident
in terms of the Ukrainian GDP growth
data: compared to the previous year
GDP growth in 2016 in UAH by 20.4%,
in USD the same growth at the same
period was estimated at 2.9% (one
seventh as much), in 2014 — in UAH -
growth was 7.7 %, while data in US cur-
rency demonstrated economic shrink-
ing: minus 28.1%.

In dealing with this issue Missale
and Bacchiocchi (2012) proposed, that
the choice of using nominal or real GDP
values when issuing VRR should be
determined by the currency in which
these securities are denominated.
They reasonably asserted that, if the
loans were denominated in key foreign
currencies, then a linkage to real GDP
in local currency units is needed to
prevent the issuing country from the
double-charge of balancing the infla-
tion rate and paying for an associated
depreciation of the local currency. At
the other end of the scale, if the loans
were denominated in local currencies,
they should be linked to nominal GDP
(in local currency units) for two reasons
(i) linkage to nominal GDP would pro-
vide insurance to the borrower against
unexpected deflation and thus help
to stabilize the debt-to-GDP ratio; (ii)
nominal indexation would remove in-
flationary temptations and offer some



Joint Scientific Journal

protection to the lender against a de-
preciation of the exchange rate.

In view of the foregoing both ver-
sions of the Indicative Term Sheet
(2015 and 2016), developed by the
ad hoc working group on GDP-linked
bonds, reason that in issuing such
bonds ‘only domestic currency’ should
be used. Theoretical ground for this
perceived risk transfer from the issu-
er to investor is the inverse correlation
between nominal GDP in domestic
currency and the exchange rate of lo-
cal currency. Whereas currency depre-
ciation boosts nominal GDP (both via
its positive impulse on the cost of ex-
ports and/or via the increase in import
prices), foreign holders of domestic
currency GDP-linked securities have a
natural hedge against currency losses.

Contrariwise, the choice of do-
mestic currency is not optional when
GDP-linked warrants are issued in the
course of previous debt restructuring:
the currency risk is always laid on sov-
ereign debtors, which is justified by
currency denomination of restructured
credits (see 'Original sin’ hypothesis);
it is no wonder that Ukrainian GDP
warrants were denominated in USD
and EUR. But it is a truism that such
denomination is fraught with higher
vulnerability of debtor country in the
event of adverse external shock.

Next important matter of argu-
ment to be addressed while designing
GDP-linked securities is their time to
run.

When speaking about bonds, Rob-
ert Shiller and Mark Kamstra advocat-
ed a concept of a perpetual GDP-linked
bond, setting the time to maturity to
infinity (Sovereign GDP-Linked, 2018,
p-8). On the issue of warrants senior
economist at the Bank of England
Mark Joy, as well as the majority of ex-
perts, advocates a long-term maturity,
i.e. a lifespan of 10 to 20 years, enough
to span more than one business cycle;
the longer the maturity, the better the
hedge the GDP-linked bond provides
against lower trend growth (Sovereign
GDP-Linked, 2018, p.55).

Indicative term sheet (The London
Term Sheet) tender an offer of the
sufficiently long tern to provide for a

smoothing of payments over a num-
ber of economic cycles, for example 10
or more years. Ukrainian GDP-linked
warrants were scheduled in 2015 to be
valid unprecedentedly long 25 years —
till 2040.

Closely connected with the prob-
lem of maturity is an issue of time-
frame of payments — i.e. the time lag
between the end of the year and pay-
ments for that year. Technically the
need of such period is necessitated by
rather a long period, needed for the
compilation and publishing the data.
In many countries it takes not less than
three months, and after that a lot of
times GDP was revised in many coun-
tries, even years later.

Data revisions are of two types:
regular, periodic changes that result
from the inclusion of more accurate in-
formation and infrequent fundamental
changes in methodology. The first of
these results from the late arrival of
useful data (like information from tax
authorities, census surveys, and the
like). The example of the second type
is provided by Stephen Cecchetti and
Kim Schoenholtzor (2017): in 2013,
the US Bureau of Economic Affairs al-
tered the classification of research and
development in its comprehensive re-
vision of the US national income and
product accounts. Formerly treated
as intermediate inputs and hence ig-
nored, they were reclassified as in-
vestment, which is a final good. This
adjustment raised the level of GDP on
average by about 3.2%. At the time,
Treasury debt held by private inves-
tors totalled $9.964.5 billion, or 62%
of GDP. If this had all been in the form
of GDP-principal-indexed bonds, the
value of government debt would have
jumped by $325 billion.

As specified by Mark Joy (2018),
for both the issuer and the investor
there is a trade-off over the optimal
length of the indexation lag. If the lag
is too short, it is likely that the early
estimates of GDP that bond payments
are linked to will have to be revised
when better data comes along. Mean-
while if the lag is too long, then pay-
ments may turn out to be indexed to
previously high levels of GDP, when in

fact the economy has already turned
downwards, but the payment schedule
demands large payouts in the follow-
ing years.

This theoretical argument can be
pictured by the data on Argentina
(Ukraine's predecessor as an issuer
of GDP-linked warrants) GDP growth
rate: extreme volatility of this index
provides for sizable payments during
the period of GDP plunge (see Fig. 1),
when diminished government's tax
receipts makes servicing of sovereign
debt almost unaffordable.

For Ukraine postponement of
payment is scheduled for 2 years — it
can be considered as advantage for
Ukraine, as well as a disadvantage: the
latter characteristic can be demon-
strated by high payments that would
be driven by good GDP data in 2019,
but have to be disbursed in 2021 — af-
ter Covid-19 pandemic and anticipat-
ed economic collapse caused by it.

Alongside with applied points of
VRR design academicians are pre-
occupied with the problem of GDP-
linked securities pricing. Numerous
articles published over the course of
last decades focused on the pricing of
GDP-linked products, although with
a different methodological approach.
Some of them used fundamental val-
uation dividend-discounting method,
others — Black-Scholes type pricing
model or CAMP; there are papers
based on a Brownian motion for the
GDP and Monte Carlo simulations on
foreign currency — all of the authors
searching the best way to determine
the insurance premium that investors
might demand to cover the risk of
weak growth prospects. Nicolas Car-
not and Stéphanie Pamies Sumner
(2017) presented their vision of the
components (sub-premiums) of this
premium — namely the raised interest
for GDP-linked bonds. According to
them such sub-premiums should be
a liquidity premium, given the narrow
size of the GLBs market in its early
stage of development; a novelty pre-
mium, reflecting the new/unfamiliar
nature of the investment product; a
growth risk (or indexation) premium,
compensating investors for taking on
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some of a country’'s economic growth
risk; a default risk premium, which
could actually play a mitigating role. In
total different researches guesstimate
this premium to be in the range of 35
to 370 basic points.

Proceeding from theory of GDP-
linked bonds engineering to practice
of issuing GDP-linked warrants, it is in-
teresting to compare theoretical find-
ings with the reality of Ukrainian debt
restructuring in 2015. In theory, since
the warrant is usually issued along
with a debt issue of which the warrant
is a part, the yield on the bond that
has a warrant attached may be slight-
ly lower than a similar bond that has
no warrant attached (Janakiramanan
S., 2014). In reality the cost of servicing
of New Notes, issued in the process
of Ukrainian debt restructuring, was
raised from 7.22% to 7.75%.

The list of economic terms and
conditions to be designed while is-
suing GDP-linked securities certainly
must be enlarged by the dilemma of
what to index: principal or coupon.

In academic literature there are
two canonical models for a choice of
a point of reference for GDP-linked
securities: (i) Borensztein and Mau-
ro version, linking only the coupon
to the growth rate (with the principal
remaining fixed — a “floater”) and (ii)
Shiller’s version, which indexes both

2014 2016

the coupon and the principal to the
level of nominal GDP (the coupon on
the bond being paid as a fixed propor-
tion of this principal, also varies with
nominal GDP); they are referred to by
Robert Shiller as ‘trills’, and in academ-
ic papers — as ‘principal-indexed'.

While issuing GDP-linked warrants
there is no sense in choosing point
of reference, as the warrants have no
coupons; both variables are used as
‘trigger’ event.

Pursuant to IMF Working Paper
How to Evaluate GDP-Linked Warrants:
Price and Repayment Capacity (Mi-
yajima, 2006), the ideal GLWs should
be designed in such a way, that the
trigger conditions were clearly identi-
fiable and the payment amount easily
calculated. Thus the trigger for the re-
payments should reflect (a) the actual
real GDP levels exceeding the potential
levels determined upon issuance, and
(b) the actual growth rates of real GDP
exceeding predetermined level. Condi-
tion (a) ensures that a country recover-
ing from a severe GDP contraction by
growing above potential will not pay
on the warrants until the actual GDP
level has finally recovered and exceed-
ed its long-term potential trend.

Quantification of trigger conditions
is the subject-matter of the talks on re-
structuring. Whereas the creditors are
motivated to fix the lowest threshold
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(to arrange future payments), debtor
countries aim at higher figures. In 2015
under the terms of Ukrainian sover-
eign debt restructuring the threshold
was fixed at the extremely low level
of $125 billion: during preceding the
deal seven years GDP of Ukraine was
below this threshold only once - in
2009 ($117.08 billion), while in the last
prewar year (2013) it exceeded $175
billion (GDP of Ukraine, 2020).

Three more specific for Ukraine
features are the following:

L. High level of its economy de-
pendence on external factors: being
an export-oriented country Ukraine's
GDP is affected both by the prices of
world market and currency exchange
rate (which for the last year was influ-
enced mostly by non-residents trading
in Ukrainian T-bills).

II. Unavailability of any cap for re-
payments: while the cap for Argentin-
ian securities has been set at 48% of
their value (limiting possible maximum
payable amount on these securities at
$29.8 billion), and Greek GDP-linked
warrants had an annual payment
cap of 1% of their notional amount,
Ukrainian VRR are not limited by the
notional amount of the warrants and
have no cap at all for the last 15 years
(starting from 2026 till 2040).

IIl. Extremely high portion of GDP
growth increment to be paid to war-
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rant holders: while Argentina was re-
quired to pay 5% of its GDP excess,
and each annual payment on Greece
VRR could not exceed 1% of their no-
tional value, Ukraine is required to pay
40% of the growth beyond 4 %.

As a result, possible total amount
of payments on warrants varies with
the expected rates of growth and ex-
perts’ expectations. The highest figure,
according to calculations of profes-
sional employee of Investment Capital
Ukraine LLC is $76.78 billion in scenar-
io of stable growth of 7% (Kotovych,
2015); according to calculation of Ivan
Bohdan and Anastasiia Sviridovska
(2019), highest figure will exceed $82
billion (in case of 5.7% growth). Esti-
mates of Ukrainian Treasure Minister
Sergiy Marchenko are more optimistic:
only $22 billion (Payments, 2020).

Premised on these assessments
and keeping in mind notional value
of warrants ($3.6 billion) it is tough to
swallow definition of this deal by Va-
leria Gontareva (then Chairwoman of
National Bank of Ukraine and active
participant of the negotiations on re-
structuration) as “successful restruc-
turing” (Gontareva, 2020)

Conclusions

1. GDP-linked warrants in many cases
appeared to be extremely profitable in-
vestments. As an example Juan Cruces
and Tim Samples (2016) compared the
ex-post returns of one dollar invested
in 2005 in different securities (given
that all interim cash-flows — dividends
or coupons — paid by each holding were
reinvested in that same security). They
have found “astronomical returns” on
Argentina’s GDP-linked warrants, hav-
ing calculated that in 2015 total return
would be: on US 10-year Treasuries —
$1.68, on Apple — $12.89, on Argentina
exchange bonds in USD-EUR - $3.38,
and on Argentina GDP warrants in
USD-EUR - $16.17. As for Ukrainian
GDP-linked warrants, Ukraine reput-
edly has to pay only during 2021-2024
19.1 billion hryvnias.

Such cost advantages of GDP-
linked warrants are hardly surprising,

considering the fact that they are usu-
ally issued at a time when the issuer
is deep into economic shock, on the
verge of default and debtor’s bargain-
ing power is next to nothing.

2. Comparing theoretical and
practical issues of VRR emission it is
important to focus attention on the
problem of ‘moral hazard'. Almost all
the experts, quoted in this paper name
‘moral hazard' as one of the main fac-
tors, standing in the way of widespread
emission and circulation of GDP-linked
warrants/bonds. They mention only
one aspect of this problem: according
to UNDP experts, “the contractual ar-
rangements underlying GDP-linked se-
curities can in theory create incentives
for debt issuing countries to pursue
growth reducing or, at least, growth
dampening, policies, as a way of lim-
iting GDP-linked interest payments on
their debt” (Warren-Rodriguez, 2015),
thus causing a ‘moral hazard prob-
lems’. But, as experience gained while
negotiating Ukrainian VRR has proven,
there is another aspect of this prob-
lem, no less important: politicians and
public officers of the majority of in-
debted countries (especially of those,
whose sovereign debts need restruc-
turing) tend to have relatively short
time horizons; for them short-term
profit maximizing (temporary exemp-
tion of payments) decisions are most
wished for, irrespective of the threat of
feasible future losses. In the long run
such undue over-compromising policy
is fraught with incommensurable loss-
es for debtor countries.

Awareness of the fact, that such
losses are more than likely to hap-
pen has already compelled current
Ukrainian policymakers to assume pre-
ventive measures: in August 2020 10 %
of outstanding GDP-linked warrants
(UKRAIN'40) were repurchased by
Ukraine on the Irish Stock Exchange.

Abovementioned facts validate
reasonableness of Ivan Bohdan and
Anastasiia Sviridovska (2019) conclu-
sion of the necessity of (I) reforming
the decision-making process within a
public finance system and (Il) increas-
ing the responsibility of civil servants
to prevent damage to the country. By

analogy with the Ukrainian law on par-
liamentary control over the privatiza-
tion of state property it would be rea-
sonable, to our opinion, to introduce
legislation on parliamentary control
over external borrowings.

3. One more aspect of ‘moral haz-
ard’ problem is related to insatiability
of creditors. Their successful efforts
to take advantage of financially and
economically beleaguered sovereigns
can in future lead to the defolt of the
emitent of GDP-linked warrants, thus
endangering repayments to other
crditors. That is why the requisition
of other creditors and/or Internation-
al Monetary Fund monitoring of such
restructuring talks and having their say
seems reasonable.
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OBAMM: Teopia Ta npakTuKa

CTaTTa MICTUTb OMAA4 TEOPETUYHWX Ta MPaKTUUYHWX acneKTiB BUKWAIB rapaH-
TOBaHWM LiHHWX Nanepis, Nos'a3aHux 3 BBI1. TeopeTnuHi npobaemu Aochia-
KYHOTbCS Yepe3 MOPIBHAHHA OpuWriHaabHWX obAiraLi, nos'a3aHwx 3 BB, Ta
opzepis, Noe'azaHvx 3 BBI, BuaaHWxX nig Yac pectpykTypu3aLiii 6opry; npak-
TUYHI acnekT! PO3raAaroTbeca 3a AONOMOTO MOPIBHANBHOTO OMAAY TEPMIHIB
Ta YMOB OCTaHHIX BUMYCKiB TaknX GIHAHCOBWX IHCTPYMEHTIB ApreHT1HoLo, lpe-
Ljieto Ta YKpaiHor. BHYTpILWHI po36iXKHOCTI MixX TEOpPI€ErD Ta MPakTUKOH y Mo-
€HaHHI 3 BUABNEHVMMW TeHAEHLIAMW 4O MOCUNEHHA CTPOKIB Ta YMOB KOXHOI
NOCAiZOBHOI eMicii 03BONAOTH 3pOOUTN BUCHOBOK LLOAO paLiioHai3aLii no-
Tpebu HaLioHaNbHOrO Ta MiXKHaPOAHOIrO MOHITOPUHIY NeperoBopiB Npo pec-
TPYKTYpU3aL,ito 30BHILLUHBOrO 60pry.

KnrouoBi cnoBa: OB/I[1, MopanbHUiA pu3nK, YkpaiHa, neperoBopu npo pec-
TPYKTYpU3aL,ito 60pry, MOHITOPUHT.
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Evolution of Approaches to Organization and Management
in the Hotel Industry

This article is aimed at studying the evolution of the hotel industry in the
context of organization and management and arrangement of the stages of its
formation as an independent type of business, which in the future will expand
the ability to understand trends in this industry and develop new and improve
existing management methods in this area. In modern society, the hotel industry
is a major factor and basic component not only of tourism infrastructure, but
also the service sector in general. Therefore, the problem of the evolutionary
way of developing approaches to the organization and management of the hotel
industry, especially in the context of the national economy, requires in-depth
research to substantiate new principles and methods of hotel business manage-
ment, develop ways to improve its efficiency and improvements. We can witness
an evolutionary periodization developed regarding the upgrading of approaches
to organization and management in the hotel industry, which consists of 12 stag-
es. The authors substantiate the specific organizational and managerial features
and characteristics of each stage. There is a revelation of the modern tendencies
of the hotel industry development worldwide. The necessity for further research
in the field of science is emphasized, as they will have significant prospects to be
applied in practice both by individual companies and entire countries in terms of
increased competition.
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Topicality

In a modern society, the hotel industry
is a key factor and a basic component
not only of tourism infrastructure, but
service industry as a whole as well. The

Volume: 2020, Issue: 4

hotel industry state has a powerful in-
fluence on the creation and develop-
ment of tourism services, the dynamics
of the development of key elements of

26 BESL[ Evolution of Approaches to Organization and Management in the Hotel Industry

the national economy: trade, trans-
port, telecommunications, communi-
cations, construction, etc. Accordingly,
the creation of a highly efficient and
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innovative hotel industry plays a lead-
ing role in economic transformation in
any country.

At the same time, the modern
development of the hotel industry is
based on approaches that have also
undergone changes during the histori-
cal transformations in society. Thus, the
hotel industry as a leading socio-eco-
nomic and cultural category is closely
linked to the development of culture,
travel, social networking and com-
munication. It reflects the distinctive
cultural features of different eras and
peoples embodied in the types and
facilities of accommodation, methods
and models of guest servicing used by
the accommodation facilities. The lat-
ter is closely related to the organiza-
tion and management approaches in
the hotel industry.

The historical method in the study
of the hotel industry reveals a stage-
by-stage evolution of approaches to
the organization and development of
the hotel industry, the peculiarities and
tendencies of this sphere, and thus im-
proves the organization and manage-
ment of both the individual hotel and
the industry as a whole. It is important
to establish evolutionary transforma-
tions in the motives of travel and tour-
ism, communication, cultural, and eco-
nomic features that have influenced
the development of approaches to the
organization and management of the
hotel industry. At the same time, it will
also reveal the feedback, namely the
influence of organization and man-
agement of the hotel industry on the
motives and nature of travel, econom-
ic and cultural development of society.
Accordingly, the existing theoretical
and methodological base in the field
of hotel business development man-
agement will be enriched.

Therefore, the issue of the evolu-
tion of the development of approach-
es to organization and management
in the hotel industry, especially in the
context of national economy develop-
ment, requires in-depth research to
substantiate new principles and meth-
ods of hotel business management, to
develop ways to improve its efficiency
and development proposals.

Publications Analysis

In recent years, research in the ho-
tel industry has become more wide-
spread. The study of approaches to
organization and management in this
area is also relevant for Ukraine. This
is explained by the active European
integration processes in our country,
which positively influences the tour-
ism industry, as well as by certain cri-
sis phenomena related, first of all, by
external aggression, which suppresses
the tourism industry as a whole and
compels Ukrainian hotel business en-
trepreneurs to look for new approach-
es to the organization of the industry
to increase the efficiency. Thus, such
researchers as O.Yu. Davydova [1], L.D.
Zavidna [2], V.M. Zaitseva [3], M.P. Mal-
ska, I.H. Pandiak [4], O.O. Lupych [5],
N.I. Danko, V.P. Novikov [6], N.V. Bi-
lokin [7] and others. Despite the con-
siderable amount of scientific work of
these scientists, the evolution of the
hotel industry development through
the prism of organization and man-
agement in the hotel industry has not
been fully explored.

This article is aimed at studying
the evolution of the hotel industry in
the context of organization and man-
agement and arrangement of the stag-
es of its formation as an independent
type of business, which in the future
will expand the ability to understand
trends in this industry and develop
new and improve existing manage-
ment methods in this area. According-
ly, the object of study is the hotel in-
dustry, and the subject is the historical
aspects of its evolution.

Main Material Presentation

The main factors for the establishment
and development of the hotel industry
area as follows:

» economic, which is to increase the
income of the population, the con-
siderable financial and economic
potential of individual districts and
regions, which leads to the devel-
opment of tourist and recreational

complexes, first of all of the hotel
industry;

+ social, which determines the devel-
opment of social relations, demo-
graphic and migration processes,
and, accordingly, the necessity for a
hospitality infrastructure for their im-
plementation;

+ cultural, which reflect the mental
characteristics of society, its tradi-
tions and religion affected the mo-
tives, needs and values of travelers.
This caused the organization of the
hospitality complex and defined the
profile of its specialization;

+ scientific and technological progress
that accelerates the use of the latest
science and technology achieve-
ments and causes a change in the
forms and methods of functioning
of hotel complexes, namely the use
of modern technologies, technical
means, information systems in their
functioning;

+ political, which are a complex of leg-
islative and regulatory acts of the
state, which influence the functional
characteristics and organization of
hospitality, construction and accom-
modation facilities equipment condi-
tions, creation of organization forms
of the hotel industry. At the same
time the development of new terri-
tories determines the geographical
spread of the principles and methods
of organization of the sphere of hos-
pitality of a certain state;

+ natural and resource, which means
the development of recreational nat-
ural resources and landscapes and
causes the creation of recreational
infrastructure, followed by the hotel
industry;

 historical, that means a concrete re-
flection of the evolution of forms and
methods of organization of the hotel
industry and its facilities as a whole,
as well as the replacement of the
traditions of hotel industry manage-
ment into the other ones.

The first hotel establishments are
recorded to have emerged for thou-
sands of years BC as necessary for the
provision of travelers with a place to
stay, relax and eat. Accordingly, the
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state of development of the hospitality
system has had a significant impact on
the intensity and distance of travel, the
dissemination of information and, in
general, the economy of major centers
and regions. The means and methods
of hospitality reflected the material
and cultural traits, as well as the tradi-
tion of guests reception from different
nations.

The earliest trips and stops at
guest houses are mentioned in ancient
sources and are associated with the
regions of Ancient Egypt, the Middle
East and Greece. These were the re-
gions between which the most inten-
sive trips were made for the purpose
of trade, pilgrimage, conquest, as well
as recreation, entertainment and cul-
tural knowledge. At that time, the ho-
tel industry was focused on expanding
trade relations in the Middle East and
Ancient Greece. Correspondingly, long
journeys facilitated the organization
of an extensive network of institutions
not only for the provision of food ser-
vices but typical accommodation facil-
ities as well, which meant the organi-
zation of guesthouses.

Particularly different were the
guesthouses of ancient Greece. They
were characterized by an orientation
in the economy to the architecture,
style and widespread use of advanced
technologies for the convenient stay
of the guests. Due to the chosen ap-
proach to organization the Ancient
Greece witnessed two types of guest-
houses established — private, named
katagogii and state — pandokei have
become widespread. The guesthouses
of major cities provided for constant
water supply, which at that time was
an advanced technology in servicing
the population. In addition, the orga-
nization of toilets and landscaping was
special. The activities of such establish-
ments were often focused on wealthy
guests — often attended by civil ser-
vants, wealthy patricians, theaters, mil-
itary personnel and religious figures.

The hotel industry was further de-
veloped in the Roman Empire. The Ro-
man state during this period actively
participated in the organization of the
hotel industry. The guesthouses net-

work was largely owned by state and
became particularly extensive. Unlike
Ancient Greece and Egypt, the guest-
houses were located not only in cities
but also on their outskirts — in villages
along the main transport arteries. At
the same time, for the first time in the
organization and management of the
hotel industry, the factor of distance
played a powerful role. The guest-
houses were arranged in such a way
that civil servants and authorities did
not get tired on their way, taking a rest
in each of them. In addition, there was
a strict social differentiation, which re-
flected on the features of service. For
example, state-owned hospitality ser-
vices were provided to officials strictly
by a special government pass. In total,
the number of the comfortable guest-
houses reached about ten thousand.

In addition to state-owned guest-
houses, a high level of organization
was provided by private guesthous-
es, which were equipped by wealthy
landowners on the outskirts of their
estates. Among them were gladiators
who had invested their savings in hos-
pitality industry.

It should be noted that the Ro-
man Empire was the first in the world
to organize the guesthouses, focused
on wellness procedures. Treatment
was carried out with procedures with
mineral and thermal waters as well as
mountain air. This way, until the III cen-
tury of BC a network of wellness centers
has already been established on the
Adriatic coast, and in the Alps there are
elite mountain complexes, the services
of which were used only by the state
elite of the Roman society [4].

Compared to the development
of the Southern European hospitali-
ty system, it was quite archaic in the
Caucasus and the Middle East. Guest
complexes, as a rule, were a common
tent. However, the hospitality industry
in Armenia has developed significantly.
Thus, at this stage of the evolution of
the hotel industry, there was a consid-
erable diversity in development, which
was observed even in the XX century.

With the fall of the Roman Empire,
the peculiarities of the hospitality net-
work formation were determined pri-
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marily by an ideological factor, namely,
religious (Christian) traditions. In com-
pliance with this, the most numerous
category of guests involved priests,
pilgrims, missionaries who visited holy
places. Due to this, there was a neces-
sity for the gueshouses located near
temples and monasteries. That means,
in organization and mangement of the
hospitality industry as whole and indi-
vidual hospitality complexes, was reli-
gion at the forefront.

This way, Charlemagne introduced
a decree that obliged all monasteries
and churches to keep pilgrims, that
is, the latter actually acted as hospi-
tality complexes. In contrast to the
organization in the Roman Empire,
living conditions in such gueshous-
es were modest, close to the monas-
teries. That is, the focus on restraint
and economy in the organization of
the economy. And in fact, the hospi-
tality industry was not on the leading
role in the economy of the states. The
management of the guesthouses was
provided by clergy and persons serv-
ing in religious institutions. Despite
the modesty, the organization of food
in such establishments was better than
in suburban gueshouses, as temples
and churches had considerable areas
of agricultural effort.

The powerful scale of the influence
of religion on the development of the
hospitality industry is evidenced by the
task of individual knightly orders, which
were to protect the pilgrims and create
the necessary terms of hospitality on
their way to the holy places [4].

It should be noted that urban guilds
or merchant unions played a signifi-
cant role in the hospitality industry of
the Middle Ages. In fact, it was a new
method of organizing hospitality man-
agement. For a reasonable fee, the
guild provided a place to stay and eat
at a local restaurant. Such services have
always been provided by the London
residence of the Heisen Union. Living
conditions were no less strict and close
to monasteries [4].

In the regions with tempestuous
trade and pilgrimage to temples, the
hospitality industry has been partic-
ularly favorable, which has led to the
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emergence of guilds of permanent
yard owners. The most favorable for
the activity of such guilds was the pe-
riod of the Crusades of the XII-XIII cen-
turies. Such guilds were formed in cen-
ters of intense economic life, trade, and
religious activity. They were formed in
Italy, Switzerland, France and other
countries of that time. The main tasks
of such guilds were envisaged by the
statute separately for the organization
and guests, compliance with the stat-
utory norms was strictly controlled [4].
This time witnesses beginning of an
active cooperation of private owners
and the state (the emergence of the
first forms of public-private partner-
ship). Thus, in Florence in the XIII cen-
tury the guild of owners of gueshous-
es provided the functioning of the city
gates and directed the guests to the
guild, where the guests were housed
in hospitality establishments.

Activation in the late Middle Ages,
as well as the growth of political and
economic communications, led to the
emergence of private hotels. Most of
the roadside hotels provided extreme-
ly modest living conditions (resem-
bling modern hostels in the form of or-
ganization). It should be noted that the
impetus for the activation of private
commercial hotels, as a form of gov-
ernment that changed the guesthous-
es of monasteries in the late Middle
Ages was the process of secularization
of monastery lands (the process intro-
duced by King Henry VIII of England).
However, since the abolition of mon-
asteries in England and Wales since
then, travelers have not been able to
get free night stays.

This stage is associated with the
emergence of the concept of "hospi-
tality”. The English word "hospitality”
comes from the Old French "hospice”,
which means a house for travelers re-
ception. One of the oldest establish-
ments of this type is the Hotel Dieu,
which was founded in the fourteenth
century as a hospital and shelter for
the poor. The following institution is
continuously functioning today as a
modern hospital [8].

The Modern Stage is the forerunner
of the modern hotel industry. At this

time, the organization and manage-
ment of the hotel industry is associated
with the transformation of economic
and cultural life. There is a significant
revival of the economy, especially trade
and trade communications. At the
same time, the sphere of employment
is growing, the number and duration
of travel is dynamically increasing,
which in turn causes an evolution in
hospitality, namely the increase in the
number and variety of accommodation
facilities. The hotel complexes are con-
stantly being refined and modernized,
become clear in their specialization as
well. Quality of servicing is also con-
stantly increasing.

The first large-scale hotels ap-
peared in Europe, especially in France,
in the XVI century. They were organi-
zations that provided lodging places
in private palaces and state mansions.
The latest were the first ones to get the
name "hotel”. They originated first and
foremost in major cities and focused
on hosting important guests. Some
of the hotels acted as political cen-
ters — residences of important political
figures. Among the most famous then
Paris hotels are the Carnival and the
Bourbon Palace.

At the same stage, the construc-
tion of hotels along important trans-
port routes is expanding. A significant
factor in increasing their number has
been the development of stagecoach.
First of all, it concerns the construction
of hotels of the same type of planning
and servicing, which are oriented to-
wards the reception of guests of equal
abundance. Thus in cities there are the
first multi-storey hotels. One of the
first hotels in Europe, the Hotel Henry
IV, was built in Nantes. This hotel was
designed for 60 people and was con-
sidered one of the best at those times.

Subsequently, a century later, in
England, a completely new type of
hospitality — banquet yards and clubs.
In fact, a new stage in the evolution-
ary development of the hotel industry
is forming in England. Such banquet
halls combined the functions of insti-
tutions for receptions, celebrations of
solemn events, and also provided ac-
commodation, catering and more. At

this stage, the Pantheon Banquet Hall
was built in London, which differed
from other colossal sizes, costly con-
struction and interior design, and elite
service.

Almost at the same time in France
there were apartment buildings with
separate apartments for rent. That is,
at this time actually begins the modern
type of long-term rental real estate. At
the same time, requirements for the
comfort of living in hospitality facilities
have increased. Thus, the number of
household rooms increased in hotels,
the size of restrooms increased, water,
sewerage, room lighting were widely
used, primarily due to the increase in
window space. That is, the manage-
ment and organization of the hotel in-
dustry is being reoriented to comfort
and practicality.

The development of approaches to
the management of the hotel industry
in the US should be noted separately.
This state was actively mastered from
the XVII century. due to the intensive
emigration of immigrants from Europe.
Thus, the need for temporary housing
was particularly acute. Architectural
features, organization and manage-
ment, service, as well as staff, espe-
cially at the stage of hospitality sphere
formation, were created like European
ones. The orientation of individual ho-
tel complexes on the culture of certain
countries was observed, depending on
the needs of the client. The US hotel
industry has seen a significant impact
of the English metropolis.

In 1794, the first hotel was built in
New York to serve as a purely commer-
cial institution for the temporary ac-
commodation of persons. Its opening
was the beginning of the construction
of similar hotels in other cities of the
country. Subsequently, the first luxury
Tremont luxury hotel was founded in
Boston. It became a kind of bench-
mark, guided by which an intensive
chain of luxury hotels in all cities of the
United States was developed.

In addition, for the first time in
US hotels, modern concepts such as
the lobby, reception, etc., are needed
to provide high-quality, well-to-do
customers. At the same time the de-
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velopment of the railway connection
witnesses creation of a new form of
hotels, which were focused on passen-
gers servicing — roadside dining rooms
with small hotel rooms for overnight
stay.

The next stage in the develop-
ment of the hotel industry in both the
United States and Europe has been
the development of hotel-type dor-
mitories, which have been promoted
by dynamic industrial development.
The management and development
of such hotels focused on the work-
ing class. They were characterized by
ascetic living conditions for a large
number of persons. Each building
had a large courtyard located next
to, with separate apartments on each
floor, supplemented by a toilet and a
bathroom. The complex familisteri was
supplemented by a cooperative shop,
a manger, a restaurant, a dispensary, a
hospital, a theater, a school, a laundry
and a place for swimming on the river.

At the same time, for the rich, there
are hotels with a high level of comfort,
aimed at rich guests, first of all, politi-
cians of the highest rank, military gen-
erality, intelligentsia. The location of
the luxury hotels tended to the largest
administrative centers, famous recre-
ation and wellness centers.

In the middle of the XIX century, the
hotel industry is beginning to become
actively involved in marketing, as the
number of hospitality establishments
has been steadily increasing, with their
functionality and structure expanding,
as well as new servicing standards be-
ing created. Thus, an important point
in advertising hotel businesses is the
release in 1854 in England, the first ho-
tel guide. He had detailed information
about thousands of hotels, with ad-
dresses, facilities and types of services.
The publishing house of this directo-
ry was the first in history to promote
hotel services to the costumer market.
Subsequently, similar directories and
promotional booklets were published
in the majority of countries.

And the same stage witnesses first
travel clubs appearing in many Euro-
pean countries that bring together
people with a common interest, espe-

cially travel. For the functioning of the
clubs, the necessary infrastructure was
provided, that is club houses, routes
were arranged, including hotels of
temporary accommodation.

The newest stage in the develop-
ment of approaches to the organiza-
tion of hotel business is in the period
after the Second World War. The char-
acteristic features of the development
of the hotel industry are related to the
spread of mass tourism, which has be-
come an object of interest of a large
part of the population, especially in
developed countries. An increase in
the number of trips associated with
high business activity of the population
led to the formation in the 1950s and
1970s of the XX century of a powerful
network of accommodation facilities.
At the same time, transport began to
play an important role, which became
an increasing factor of accessibility.

Amid the rapid growth in the num-
ber of hotel businesses, the global
hospitality industry has begun to grow
into a multi-billion-dollar industry with
gigantic revenue in all segments of the
industry.

Since the 1980s, to this day, the
hotel industry, organization and man-
agement have evolved to specialize
and diversify hotel services, corpora-
tization and transnationalization, use
of information technology in manage-
ment and automation, capital integra-
tion, use of scientific achievements in
economics and management.

In the modern structure of hotel en-
terprises, along with typical full-service
hotels, specialized accommodation es-
tablishments are actively developing,
which in their activity are focused on
serving certain segments and circles of
persons (for example, participants of
congresses and conferences).

An important direction of opti-
mization of technological process of
management of hotel industry is di-
versification of production. This is due,
first of all, to the expansion of produc-
tion capacity of the hotel enterprises
due to the rational use of resources. It
is widely used management informa-
tion systems and and placement orga-
nizations.
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Thus, 12 evolutionary stages in the
development of approaches to organi-
zation and management in the hotel
industry have been identified, which
are summarized in Table 1.

The modern hotel industry in the
world is characterized by a number of
different types of management, rep-
resented by both single management
and corporate management, franchis-
ing, consortia, as well as various vari-
ations of their combination. A signifi-
cant number of hotel owners base their
management on professional manage-
ment, which services are purchased
from specialist management compa-
nies on a contractual basis. Nowadays,
the usual form of management means
operation by the individual companies
not only of own hotels but also the ho-
tel business relating to other owners.
Part of the ownership of a hotel can
be represented in a joint stock form,
that means the owners possess a con-
trolling stake or represent only a small
part of it, can sell franchise rights, as
well as own a part of the property in-
cluded in the consortium. Other mar-
ket participants are engaged only in
management or franchising [4].

One of the major trends in the
hospitality industry in recent decades
by large hotel corporations has been
the involvement of large real estate
investment funds. In combination with
other forms of financing, investment
funds have fundamentally changed
the structure of the hotel industry or-
ganization, separating ownership and
hotel management. With the introduc-
tion of this type of financing, a new
type of hotel owners has emerged who
only owns profitable real estate and
administrators who provide effective
management in a highly competitive
environment [4].

Conclusion

For hundreds of years, the hotel in-
dustry has undergone significant
transformational changes that have
been influenced by a number of fac-
tors, namely social events, scientific
and technological progress, changes
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Table 1. Key Characteristics of the Evolutionary Stages of the Development of Approaches
to the Organization and Management of the Hotel Industry

Evolutionary stage

Main organizational and managerial features

Characteristics

Ancient Stage VI-I mil-
lennium BC

The first primitive methods of management, nat-
ural exchange. Orientation in the management of
wealthy traveling merchants, military, statesmen
and theaters

Public and private institutions have
emerged guesthouses (both state and
private) and public houses (usually private)

Antique Stage | millen-
nium BC-V century AD

The factor of distance and social differentiation
of the population, as well as the medical sphere,
played a significant role.

First temporary residential care-oriented
institutions emerging

Theocratic stage
(early Middle Ages)
V-IX centuries.

Orientation in the organization and management
of religion and clergy. Dominance of the factor of
restraint and economy in organizing a permanent
farm

Temporary housing for monasteries and
churches for pilgrims, missionaries, priests
and other religious figures

Medieval stage
IX=XIII centuries.

Emergence of urban guilds as a form of organiza-
tion and management of hotel services. Coopera-
tion of private owners and the state in the field of
temporary accommodation

Like the previous stage, temporary hous-
ing was ascetic

Late Middle Ages Stage
XIII-XVI centuries

Rapid development of private hotel farms due to
the process of secularization of monastery lands

Emergence of the concept of "hospitali-
ty” — the reception of travelers

Early Modern Stage
XVI=XVII centuries

Increase in the number and variety of accommo-
dation facilities, delineation of clear features in the
specialization of hotel complexes

Hotel complexes are constantly being
improved. Quality of service is constantly
increasing. Construction of the first major
hotels and residences

Modern Stage
XVII-XVIII centuries

Orientation in the leisure organization and man-
agement

New type of hospitality emerging, that is
banquets and clubs. Development of long-
term rental real estate

American stage
XVII-XVIII centuries

Orientation to the needs of the client and certain
sections of society, especially migrants and rich
people. The actual founding of a real hotel industry

The first purely commercial hotel built, as
well as the first luxury luxury hotel. Mod-
ern concepts emerge: lobby, reception,
and etc.

Early Industrial Stage
XVIII-XIX centuries

Orientation to the working class. Large industrial
owners become the main investors in the con-
struction of temporary housing complexes.

Emergence of dormitories.

Industrial Stage
XIX=XX centuries

Active involvement of marketing. Issue of hotel
directories. The emergence of the first traveling
clubs

Active expansion of the functionality and
structure of hotels

Postwar Stage

beg. of the XX centu-
ry —end of the 70’s of
the XX century.

Targeting the mass tourist. The global hospitality
industry is beginning to grow into a multi-bil-
lion-dollar business with corporate governance

Building powerful hotel complexes. Devel-
opment of network hotels

Newest Stage
80's of the XX century —
present

Orientation to specialization and diversification of
hotel services. Dynamic processes of corporati-
zation and transnationalization. Dissemination of
information technology and automation. Establish-
ment of hotel associations, etc.

Specialized accommodation facilities (for
congress and conference participants) are
actively developing alongside full-service
hotels
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in social development priorities, and
etc. The study showed that it has un-
dergone the most significant changes
since the XIII century, when the hotel
business actually began to form. The
identified 12 steps, unlike previous re-
search, allow us to track the evolution
of approaches to organization and

management in the hotel industry —

from the primitive ways of organizing
and managing the hotel industry to
the latest processes of corporatization
and transnationalization.

Further

prospects for

research

in this field of science may imply the
establishment  of
tic features of the organization and
management of the hotel industry in
our country, because this industry, as
well as tourism in general, are now
increasingly stronger in the econo-
mies of most countries of the world.
In Ukraine, while overcoming external
global problems (military aggression,
global economic shocks, epidemio-

logical situation), the tourism sector

the characteris-

and thus the hotel industry will have
significant potential for growth, which
will be facilitated by European inte-

gration processes. In this case, further

scientific research in the field of econ-
omy and hotel management will have
significant prospects, since both indi-
vidual companies and entire countries
will need to develop new approaches
to carrying out this type of business in
terms of increased competition.
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EBoniouia nigxogiB Ao opraHisauii Ta ynpaBaiHHA B roTesbHiN

NPOMMC/IOBOCTi

CTaTTHo NPUCBAYEHO BMBYEHHIO €BOIOLLI FOTEIbHOrO rOCNOAaPCTBa B KOH-
TEKCTi opraHi3ayii 1 ynpaBaiHHA Ta opraHi3aLii eTanis ii CTaHOBNEHHA AK CamMO-
CTiHOrO BUAY Bi3Hecy, WO B MaibyTHbOMY PO3LUMPUTL MOXINBOCTI PO3YMiH-
HA TeHAEHLM y Uil rany3i Ta po3BUTKY METOAIB YNPaBAiHHA B Hii. Y Cy4acHOMyY
CyCMiNbCTBI roTeNbHa iHAYCTPIA € rONOBHMM (GakTOpPOM Ta 6a30BWM KOMMO-
HEHTOM He TiJIbKW TYPUCTUYHOT iHDPaCTPYKTYpH, a W chepun Nocayr 3aranom.
Tomy npobaema eBONOLINHOIO LAAXY BUPOOAEHHSA MiAXOAIB 4O OpraHi3aLi Ta
YMpaBAiHHA FOTENbHOLO IHAYCTPIELD, OCOBMBO B KOHTEKCTI HaLioHaAbHOT eko-
HOMIKW, BUMarae ramboKnx AOCiAKEHb ANA OBFPYHTYBAHHSA HOBMX MPUHLMNIB
Ta METOAIB YMpPaBiHHA roTebHUM Bi3HEeCOM, PO3PObKM LUNAXIB MiABULLIEHHA
noro edekTMBHOCTI. M1 MOXEMO CcrnocTepiraT eBO/OLLHY Nnepioam3aliito,
pO3p0obeHyY LWOAO BAOCKOHANEHHA MIAXOAIB A0 OpraHisaLii Ta ynpaBniHHA
B roTe/lbHOMY FrOCMOAAPCTBI, fka CKNAZAETbCA 3 12 eTaniB. ABTOpU O6rpyHTO-
BYFOTb KOHKPETHI OpraHi3aLiMHO-ynpaBaiHCbKi 0COBAMBOCTI Ta XapakTepucTu-
KV KOXHOro etany. BiakpuBaroTbCA CydacHi TeHAEHLT PO3BUTKY FOTeNbHOro
rocrnofapcrea y BCbOMy CBiTi. [iZkpecntoeTbcA HEOOXIAHICTb MOAANBLUNX A0-
CNiAXEHb Yy rany3i Hayku, OCKiNbKM BOHM MaTMMyTb 3HauHi NepcnekTvBu Ans
3aCTOCYBaHHA Ha MpPakTuLi AK OKPEMUMM KOMMAAHIAMM, TaK i LMK KpaiHamu
B YMOBaX MOCUNEHOT KOHKYPEHLII.

KnrouoBi cnosa: MEHEXKMEHT, OpFaHiBaLl'iﬂ, rotesibHe rocnoAapcrBo, eBOJ'II-OLLiFI.
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The Main Part

Nowadays, in Ukraine, the dynamics
of international travel and the degree
of profitability from their organization
decreased in many areas of tourist
flows. A number of hotels are closing.
The remaining accommodation facili-

ties in the struggle for customers are
forced to change pricing policies or
optimize costs. Only a small segment
of the market succeeds in successfully
developing the international tourism
business.

The number of international tour-
ist arrivals is at the level of tens and
hundreds of times lower than in tourist
countries, as well as in any highly de-
veloped country.
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In Poland, the situation on the tour-
ism market is not so deplorable now,
however, the level of tourist attractive-
ness of the country and the share of
the tourism industry in its GDP leave
a significant field for improving this
industry.

At the same time, the development
of the tourism industry in the future
can be seen as an attempt to give an
impetus to the development of the
economy.

Traveling and vacationing with-
in their own state for the Ukrainians
so far remain predominantly a bud-
get way of conducting various vaca-
tion periods. Obviously, the desire to
see the world beyond the borders of
own country is having an effect. This
is considered a more fashionable and
expensive form of travel. Nevertheless,
several million Ukrainians have never
been abroad before.

In the case of Poland, the entry into
the EU affected the removal of travel
restrictions  (Marketingowa  strate-
gia Polski w sektorze turystyki na lata
2012-2020), at least within Europe,
and gave a significant impetus to the
development of the Polish economy.
However, for the Polish population, the
tradition of resting inside their own
country at different calendar periods
has quite deep traditions (Zdon-Korze-
niowska, Rachwat 2011).

Domestic tourism is a full-fledged
component of the general tourism and
recreation sector of any country, which
also requires attention.

Hypothesis

Among the main activities that it
makes sense to undertake to improve
the Ukrainian economy, we consider
those that relate to the tourism indus-
try. One of them is the development
of measures to promote the develop-
ment of sectors that are most prom-
ising in relation to import substitution
and increasing domestic demand. The
second event is the development of
the concept of a program for the de-
velopment of domestic and inbound
tourism. The main goal of such actions

is to create favorable conditions for
the sustainable development of tour-
ism in the countries of Eastern Europe,
suggesting the development of pub-
lic-private partnerships in tourism, that
is, active and mutually beneficial rela-
tions between government agencies,
the international tourism business,
foundations, international organiza-
tions, as well as domestic and foreign
investors taking into account the inter-
ests of the consumer.

A number of other causes of mod-
ern trends in Ukraine and Poland are
identified, their experience is com-
pared.

Basic possiblities

The role of tourism in the econo-
my is largely underestimated (Got-
owt-Jeziorska et al. 2011). The devel-
opment of tourism and related busi-
ness with proper and effective organi-
zation does not require extensive con-
sumption of natural resources (most
of the resources used by the tourism
business are renewable) (Putaska-Tu-
ryna 2005), does not require a signifi-
cant upfront capital investments, and it
allows expanding capacities gradually;
there are no strict quotas, how many
tourists have the right to cross the
border in one calendar period (while in
the case of international trade in food
and manufactured goods there are not
only quotas, but also complete bans).

Many areas of activity, starting
from serious investments, take part
in creating a tourism product: take at
least capital investments in the hotel
sector (Sullivan 2003). It constantly
goes to the whole infrastructure: ho-
tel equipment, food, tourist facilities,
transport, logistics — everything relates
to tourism, and this money remains in
Poland.

The development of domestic
tourism within the country is import-
ant because of the need to popularize
folk culture, historical heritage, natural
wealth (CtenaHos et al. 2018). Travel-
ing during the Easter, Christmas, New
Year and May holidays, the holiday
season contribute to the knowledge of
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the population of their own or a for-
eign country, as well as inter-regional
and international cultural exchange.

Ukraine as a country located in a
territory with a temperate climate,
beautiful landscapes and a variety of
scenerieses, having a fairly large terri-
tory by European standards, having an
average population density indicator,
having access to two seas and through
which other types of transport corri-
dors also run, thanks to its convenient
and advantageous geographical posi-
tion is initially a rather favorable ter-
ritory for the development of interna-
tional tourism business.

With its beautiful nature, magnif-
icent historical sites, ample space and
communications, many regions have
not been able to wait for a significant
flow of foreign tourists. This is due to
the inertia of the information space, as
well as the need for a high-quality and
well-thought-out strategy for training
personnel and infrastructure, as well
as objects of tourist interest in new
cross-border flows. At the same time, it
is important to understand such a strat-
egy both at the level of state leadership,
and at the regional and grassroots lev-
el, and on the part of the international
tourism business in various forms.

All this makes it possible to create
a clear tourism development system,
develop tourism products, and com-
mercialize them.

Regional tourism organizations in
Poland are clearly defined legal enti-
ties that can apply for various financ-
ing programs in the field of tourism
and infrastructure development from
the EU and raise grant money, both
Polish and foreign, or contribute to
this process. Another objective is to
extend the tourist season and promote
weekend tourism among the Poles in
the low season.

With the right approach, the in-
ternational tourism business in any
country increases employment, reviv-
ing the regions where a new tourism
program starts. The demand for such
recreational resources as pure nature,
protected areas, natural tracts and
other elements of modern recreation
is being actualized.

Study of the Way to Overcome the Crisis by Development of International Tourism Business in Ukraine in Cooperation with Poland
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Another thing that attracts external
and internal tourists is the events tak-
ing place in different parts of the coun-
try. Festivals that offer different genres
of arts and crafts, thematic contests,
local cuisine festivals, fairs throughout
the different seasons add color to the
country and make it recognizable and
beloved among foreign tourists.

Considering Poland as a country
that at one time gained EU member-
ship as a result of the enlargement of
the European Union, and also taking
into account the economic process-
es associated with Brexit and various
internal crises, as well as a significant
amount of Polish credit debt, this
country, like Ukraine, is interested in
increasing the volume of tourist flows,
cross-border cooperation and improv-
ing the international tourist image.

It is worth noting the increase in the
number of overnight stays of foreign
tourists since 2015, which coincided
with the phenomenon of deflation in
Poland. At the same time, among oth-
er reasons for the growth of inbound
tourism during this period, one has to
note that instability in Ukraine over-
shadowed the image effect of Euro
2012, allowing them to take advantage
of Poland to a greater extent, and also
reoriented some tourists who want to
visit eastern Europe instead of Ukraine,
including to Poland. Also, the develop-
ment trends of Ukraine, Belarus and the
European part of Russia predetermine
the use of Poland as a transit point
when traveling to Europe (often with
an overnight stay), as well as the imple-
mentation by citizens of these countries
of tourist trips with an overnight stay
in Poland, as preceding future trips to
work or study. The increase in the num-
ber of tourists from EU countries who
spent vacation in Poland is due to the
assignment of the "blue flag of UNES-
CO" to the Baltic beaches, an increase
in sanitary standards and the inclusion
of Polish holiday destinations, as well
as the introduction of multilingual ser-
vices. An important role is played by
improving infrastructure, increasing the
operational speed of bus and rail trans-
port and increasing the intensity of pas-
senger aviation.

The increase in domestic tourism
activity is due, among other things, to
a decrease in the number of low-in-
come people and the emergence of
funds from the population that are
free from “"maintaining health and
providing basic vital functions”, which
are used, including for tourism. So, the
minimum wage in the country rises an-
nually, and always from January 1 with
the beginning of a new reporting peri-
od. If in 2007 the minimum wage was
936 zlotys, in 2017-2000 zlotys, and in
2019-2250 zlotys, then in 2020 it will
amount to 2600 zlotys, showing a re-
cord increase. Moreover, from January
1, 2017, the right of the employer to
pay only 80 % of the pay to employees
working for the first year is canceled.

At the same time, Ukraine needs
to get rid of the stereotypes about it-
self as a poor and dangerous country
in various respects for foreigners. Very
true is the proposal of President of
Ukraine Volodymyr Zelensky, propos-
ing, in the wake of Brexit, to strengthen
economic cooperation with European
countries. Including this may be rele-
vant in tourism.

Financial and Social Impact

The tourism and hospitality industry, as
well as the economy as a whole, cannot
avoid a certain kind of negative conse-
quences of the impact of crisis periods
(MaBnos. et al. 2016). At the same time,
the construction of new hotels, the re-
sumption of activities of temporarily
closed establishments, and the invita-
tion to visit new travelers to the country
can provide a sufficiently significant in-
flux of financial resources.

The connection of the first priority
of the Anti-Crisis Measures Program
with the development of the tourism
industry is that one of the main social
functions of tourism is the restoration
of the health and working ability of
citizens. As part of the second priority,
one can consider the reorientation of
the flow of domestic tourists from out-
bound tourism to domestic tourism,
which will help support tourism and
service enterprises during the eco-

nomic downturn and reduce the out-

flow of funds abroad. The third priority

includes the development of aircraft
and shipbuilding, financing of trans-
port infrastructure and updating the
passenger transport fleet. Transport
and infrastructure problems are one of
the main ones on the path of tourism
development in Ukraine and Poland.

The economic and social functions
of international tourism are primarily
the following:

+ Development of infrastructure fa-
cilities: hotel and restaurant estab-
lishments, travel agencies, retail and
recreational facilities, etc.

+ Activity of enterprises of the tourism
complex creates additional jobs, re-
plenishes the budget by paying di-
rect and indirect taxes.

+ Inthe case of large international tour-
ist flows due to an increase in solvent
demand for goods and services, re-
lated sectors of the economy are also
developing, food and light industry,
transport, trade, and services.

+ Provides ample opportunities to im-
prove international business activity
and, accordingly, the country’s in-
vestment attractiveness at the inter-
national level, and makes it possible
to attract investment.

* Anincrease in the well-being of the
local population due to the creation
of new jobs also in turn develops the
economy, because the earned funds
are spent and support domestic pro-
duction.

* An indirect positive effect on the
country’s economy is also observed
due to international cultural mutual
enrichment and exchange of experi-
ence.

Currently, the role quickly grows
of tourism programs and destinations,
which are associated with comfort,
outdoor activities, types of tourism
such as green, urban, cheerleader and
cultural exchange.

The whole complex of factors in-
fluencing the development of the in-
ternational tourism business can be
divided into the following groups:

« Not directly dependent on the ac-
tivities of the links in the tourism
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industry  (motivational, economic,
geographical, socio-political, envi-
ronmental and others).

* Based on the scientific, technical,
methodological, organizational and
other similar progress of the interna-
tional tourism business.

The investment attractiveness of
tourism as an industry lies in the rel-
atively quick return on investment
(Sobon, Rogozinska-Mitrut 2005).

The global trends towards an in-
crease in the degree of population
mobility and the share of the service
sector in the sectoral structure of the
economy, increased openness of coun-
tries, their integration into the world
economy and other globalization pro-
cesses against the backdrop of very
rapid scientific and technological prog-
ress testify to the promise of interna-
tional tourism business.

In order to stimulate both entry
and internal flows, the governments
of the leading countries of the world
tourism industry are adopting anti-cri-
sis programs.

In particular, advertising funds
should be spent on a more active
campaign to advertise local boutique
hotels and unique Eastern European
cuisine; development of tourism pro-
grams for new types of recreation and
extreme sports.

An advertising campaign of a
country abroad should focus on the
availability and convenience of leisure
in the proposed country.

During our study, a Crisis Man-
agement Program was developed for
the Ukrainian and Polish international
tourism businesses. In our study, sev-
eral priority areas of anti-crisis mea-
sures were identified. From the point
of view of tourism development, the
most important of them are:

+ activation of domestic demand for
domestic recreation as the basis for
the restoration of economic growth.

« stimulating innovation and restruc-
turing the economy of the tourism
industry.

« full implementation of social obliga-
tions of the state to the population and
the development of human potential.

In addition, several regulatory doc-
uments should be adopted to expand
tourism opportunities and reduce the
taxation of travel agencies.

The traditional problem of Ukraine
as a country belonging, according to
various estimates, to developing coun-
tries or to the so-called "countries with
economies in transition” is that due to
insufficient investment attractiveness,
instability of both the socio-political
and economic situation in the country,
concerns both citizens and enterprises
facing possible risks, the absence in the
territory of the country of large capital
suitable for investment in the interna-
tional tourism industry, the presence
of a large external debt, a massive out-
flow of scientific and generally quali-
fied workers outside Ukraine — as be-
fore, failed to develop with sufficient
efficiency a number of profitable sec-
tors of the tourism industry.

Now this country mainly exports
mineral resources, food and light in-
dustry products, but due to low prof-
itability this is not enough, and an in-
crease in production in these sectors
will lead to the depletion of environ-
mental resources, non-renewable min-
erals and other resources.

Given this circumstance, the inter-
national tourism business is by its na-
ture a relatively "painless” and finan-
cially lifting way to begin to strengthen
the country’s position in international
markets (Mantecon 2010).

Currently, the international tourism
business is common and demonstrates
trends for further development, and
also provides a wide range of various
services. This area of commercial activ-
ity consists in making a profit from the
sale or resale of a tourist product and
providing various services to travelers.

Based on these reasons, further
competent and appropriate support for
the development of the international
tourism business, judging by the experi-
ence of Poland and other EU countries,
can help diversify the Ukrainian econo-
my and create new jobs, as well as give
an impetus to other industries by in-
creasing demand for their products.

In the structure of both inbound
and outbound tourism in the current
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difficult economic situation of Ukraine,
a significant bias is observed. And if
the structure of outbound tourism with
all the efforts of travel agencies can be
corrected only in conjunction with the
overall growth and stabilization of the
economy, then the service of inbound
tourists can be organized at a relatively
high level even in a country with an av-
erage level of development, since the
low price level of such a region attracts
potential visitors.

Experience of Poland and
Ukrainian Issues

Many of these problems existed in
Poland earlier, however, they were to
some extent smoothed out or com-
pensated for by the joint actions of the
Polish authorities and business repre-
sentatives; active and conscious posi-
tion of society, as well as with the ac-
tive support of international programs,
including those operating in the Euro-
pean Union.

In this sense, the experience of
Poland in recent decades can be con-
sidered as a positive example of the
successful implementation of the an-
ti-crisis strategy in the country of East-
ern Europe from among the countries
of the former “socialist camp” and to
determine its advantages for Ukraine.

Taking into account also some
difference between the Polish and
Ukrainian realities (with the uncondi-
tional presence of similarities), it can-
not be said that in Ukraine it is nec-
essary to repeat the Polish path, espe-
cially since over the last 20-30 years,
due to the sharp progress of digital
technologies, huge changes in techni-
cal and technological aspects (Rudyk
2019), and some things are already
outdated, but there is much to com-
pare the current situation, the dynam-
ics and characteristics of development
in Ukraine and Poland as two neigh-
boring countries with a mutual history
and the source data are very visual.

If Ukraine succeeds in further re-
solving a number of problems that are
important at the present stage and
rehabilitating its international tourist
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image as the territory where the zone
of radiation pollution is located, and
a country characterized by an insuf-
ficient level of medicine services and
the law enforcement system; where
there is a geopolitical conflict (which
creates the impression of the danger
of travel in Ukraine among potential
foreign incoming tourists), then in this
way the further development of the
international management of the tour-
ism business in Ukraine will be able to
move from the "dead point”.

The principles of the international
management of the international tour-
ism business in modern Ukrainian con-
ditions should include:

* maximum compliance with hospitali-
ty for foreigners, political correctness
and apoliticality; the formation of a
culture of interethnic communication
in society;

+ taking into account local specifics,
traditions and customs, geographical
location, as well as the state and de-
gree of popularity of attractions;

+ theintroduction of quantitative and in-
tegrated economic analysis methods;

+ closer cooperation with authorities
responsible for migration policy, se-
curity, education, medicine and infra-
structure;

+ the creation of new ones, as well as
the arrangement, strengthening, re-
pair and further maintenance of ex-
isting transport access roads to local
attractions;

* a systematic search for insufficiently
known historical or cultural figures,
their popularization and the cre-
ation of new museum complexes,
memorial structures, manor muse-
ums, literary and artistic events ded-
icated to these personalities, as well
as the search for other, completely
non-standard forms of perpetuating
their memory;

+ the creation of completely new mod-
ern attractions, such as advanced en-
gineering and construction facilities,
urban “know-how", etc,;

+ international cooperation and at-
tracting international tourists;

+ state support for initiatives of small
and medium-sized businesses in the
field of international tourism business.

At the same time, the Ukrainian
approach to the international manage-
ment of the tourism business should
be improved by not only resolving
these problems, but also by creating
infrastructure consistent with modern
world standards (Sapun, Seleznova
2018) and developing the local pop-
ulation, as well as service personnel
working in the service sector and in-
ternational tourism business in partic-
ular, the formation of a sufficient level
of culture of hospitality (Sapunet al.
2018), in which case the prospects of
the international tourism business in
Ukraine couldn't be big enough, be-
cause in the future the international
travel business will somehow remain
an important part of both the nation-
al and the global market in services in
the global economy as a whole, serv-
ing a large number of customers.

So, in the international management
of the tourism business of Ukraine, it is
necessary to pay the greatest attention,
including to several areas of improve-
ment in the work of the internation-
al tourism business management in
Ukraine that are relevant in a crisis sit-
uation:

1. To develop types of tourism that are
affordable for the citizens with low-
er income: suburban and local tour-
ism, tourism using hostels and tents;
and also develop tourist routes
where the move itself is positioned
as one of the interesting aspects of
the trip.

2. To popularize among foreign citi-
zens who are interested in trips to
eastern Europe, the opportunities
for "green”, informative, pilgrimage
tourism in Ukraine and holidays in
the Carpathian Mountains, as well
as on the Black Sea and Azov sea
coasts of Ukraine;

3. To expand cooperation with do-
mestic and international charitable
foundations, corporations interest-
ed in organizing programs for the
rehabilitation and recreation of their
employees in Ukraine.

4. To develop programs for the devel-
opment of tourism and support for
the international tourism business at
the regional and state levels.

5. To deepen the analysis of tourism
activities through the proposed
methods.

6. Carry out short-term forecasts of
possible changes in the number
of inbound and outbound tourists,
considering the phenomenon of
seasonal fluctuations.

7. The correct positioning of tourism
products using simulation.

8. Greater emphasis on intermodal
transport and individual tour plan-
ning. So, the wishes of a particular
person, family or group of friends
can be specific, which can be done
by connecting to different tourist
groups at different stages of travel.

9. To take into account in manage-
ment practice the positive and neg-
ative aspects of the influence of the
facts of the business environment
on the development of international
tourism business.

Given the opportunities, as well
as investment, resource, geographical
and other potential, among the inno-
vative areas of the international tour-
ism business, the service of such tour-
ist flows may become promising:

+ Cruise trips along the Dnieper,
Southern Bug, Dniester, Black and
Azov Seas. Organization of inbound
cruises in Ukraine for residents of
countries adjacent to these bodies
of water is possible. This direction
is already being developed by the
Nibulon company. In addition, the
largest area in Europe (after Russia)
in Ukraine allows you to organize the
so-called “land cruises” and just in-
formative tourism.

» Adventure tourism is possible in the
Montenegro mountain range (in the
vicinity of Goverla), in the caves of
Western Podolia, on the Snake Island,
in the depths of the Black Sea. Ad-
venture tourism is possible through
narrow gauge railways operating in
the Vinnitsa, Rivne and Transcarpath-
ian regions, through the forests of
Polesye and Volyn and the like.

+ The mountainous and coastal re-
gions of Ukraine can become power-
ful exporters of services to residents
of Belarus, Poland and the countries
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of the eastern Baltic, because the
Baltic Sea is cold, and in Belarus there
are no mountains, no sea.

Also, in the case of developing a
positive image of the state and the do-
mestic system of international tourism
business, the role of Ukraine as a third
country in the international manage-
ment of the tourism business (Sobon
2005), which would sell packages of
tourism services or provide transport
and other services for those tourists
whose route is not Ukraine, is possible
(one more type of export of touring
services).

There are already some successes
in this direction (for example, some
Ukrainian airlines, using the example
of Ukraine's International Airlines, of-
fer flights from one foreign country
to another with an organized transfer
in Kiev, some of the Ukrainian tourist
operators already provide services to
citizens of neighboring Moldova with
a start in Odessa or in other Ukrainian
cities, etc.), but so far this segment is
still underdeveloped.

At the same time, there is a need
to take into account the potential risks
that international tourism may pose for
the environment (including a variety of
garbage, exhaust emissions, physical
deterioration of inventory and plant-
ings on the territory of tourist sites, as
well as monuments of nature and art,
etc.). In view of this, it is important to
use safe technology, waste sorting or
reuse whenever possible.

There is also the possibility of epi-
demiological threats (both in the form
of severe or endemic human infec-
tious diseases, and the likely spread of
quarantine weeds, agricultural pests,
animal pathogens, etc.) (Sapun et al.
2018). However, in the future tourism
(including the international tourism)
should become more environmentally
friendly, since the ecology of the plan-
et is in danger and has no boundaries
(Sanchez 2013).

The risk of dishonesty of interna-
tional tourists or enterprises that work
in the international tourism business,
which can manifest itself both during
the travel process itself and about
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making payments or making the re-
quired documentary formalities, is also
becoming acute.

So, under the guise of internation-
al tourist travel by unscrupulous per-
sons, visa documents may be misused,
smuggled and otherwise violated
while crossing the border, illegal em-
ployment of citizens in another coun-
try with various consequences, labor
exploitation and trafficking in persons,
misuse of stay in the country and tour-
ist visas etc.

The development of Ukraine’s in-
ternational tourism business along with
the development of other sectors of the
economy can contribute to the eco-
nomic growth of Ukraine and its way
out of the crisis, is a promising sector of
the international economy that requires
a competent management approach,
in particular, using management tools,
and the economy and international
management are unique as the basis
of research in the field of international
tourism business and a link that pro-
vides system approach to research.

Conclusions

In this paper was discussed the
strengthening of cooperation between
Ukraine and Poland in the field of in-
ternational tourism business. The study
identified the important advantages
and disadvantages of the Ukrainian and
Polish models, as well as an anti-crisis
strategy for further action in this area.
The conditions for the development of
the international tourism business and
its impact on the economic activity of
this industry are determined.

The prospects for the development
of the international tourism business
are formulated. A strategy for the de-
velopment is proposed with the aim of
increasing its financial and economic
independence, as well as its stability.
In particular, the authors proposed the
development of a number of tourism
programs and the implementation of
a number of changes in positioning,
development of unused opportunities
and reserves, as well as innovative and
highly profitable new types of tourism.
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LLnaxu nogonaHHA KPU3OBUX ABULL, LUIJIAXOM PO3BUTKY
MiDKHapoAHOro TypucTuuHoro 6isHecy B YKpaiHi B cniBnpaui
3 NMonblyero

Kpwr3oBi TeHAeHLLi B ekoHOMikax Cxi4HOT €BpONM Yac Bij Yacy AaroTb Npo
cebe 3HaTW, TOpKatoUMCh BaraTbox ranysein eKoHOMIKM 0AHOYacHO. B ymoBax
YKpaiHCbKOI KpW3K, a TakoX HU3KM eKOHOMIYHWX MOTPACIHb, L0 BMANBALOTL Ha
Monbluy, PO3BUTOK TYPUCTUUHOTO Bi3HECY BUAAETLCA Ay>Xe MepCnekTUBHUM.
KinbkicHi Ta AKiCHI MOKa3HWMKKM ycrixy eKoHoMiku CxigHOi €Bponu CBig4aTb Npo
HeobXiAHICTb HaAaTV BiAYYTHWUIA Ta HECTaHAAPTHMI MOLLTOBX PO3BUTKY €KOHO-
MiKW. Y CTaTTi MPOCTEXYETbCA BaXAMBICTb PO3BUTKY MIDKHAPOAHOrO TypPUCTMY-
Horo b6i3Hecy Ak NaHKu, 34aTHOI 3abe3neunT NPUNNB IHBECTULLIM Ta eKOHO-
MiYHe 3pOoCTaHHs B YkpaiHy Ta [Monbluy, a Takox MOAINWKTL X MiXKHapPOAHWIA
iMiZX Ta iHBeCTULiMHY NpuBabAMBICTb, CTaBLUM MPOJOTOM AN MOAaAbLIOTO
PO3BUTKY X €KOHOMIYHOT AifNbHOCTI. BiZ3HaueHO HanbinbLL HeBiAKNAAHI KPO-
KV ANA PO3BUTKY TYPUCTUUHOI ranysi B PO3MAHYTUX KpaiHaX, a Takox LAaxXu
MOCUNEHHSA TYPUCTUYHWMX MOTOKIB Y perioHi. MopiBHIOETLCA MOALCHKWIA Ta YKpa-
THCbKMI AOCBIA Y ranysi MiXHapPOAHOrO TYPUCTUYHOTO bBisHecy Ta dopmyto-
tOTbCA pekoMeHAaLlii LWoAO opraHisaLlii Aep>XaBHO-MPUBaTHOTO MapTHePCTBa
Ta Mi>XKHapOAHOI cniBrpaLy.

KnrouoBi cnoBa: MiXHapoaHWI TypuCTUYHWMIA 6isHec B YkpaiHi, yKpaiH-
CbKO-MO/IbCbKa CMiBMAPaLLA, aHTUKPU30Ba CTPaTerisl, PO3BUTOK Typr3My, IHHOBALLI.
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“Academic Capitalism”: Pros and Cons of the Development
of Science and Higher Education

The environment of academic capitalism, which has covered almost the entire field
of science and higher education, has both positive (PROS) and negative (KONS) influ-
ences on them. Academic capitalism has sharply accelerated the commercialization of
the results of applied research and development of universities and research institutes
and has allowed these organizations and institutions to significantly capitalize on their
intellectual capital. This gave impetus to the development of progressive innovations
and outstanding inventions. For example, in the system of higher education there is an
intensive innovative development, which, of course, can be attributed to the positive
impact of academic capitalism on the development of material, technical, scientific and
engineering potential of universities and colleges.

On the other hand, the pursuit of profit and the general search for opportunities
to commercialize R&D results, mainly the results of applied research and experimental
development, leads to a significant reduction in demand and attention to the develop-
ment of fundamental science and the search for basic scientific values. This leads to a
slowdown in the production of new basic fundamental knowledge and a slowdown in
the intellectual development of society.

Many recent scientific publications have also criticized the impact of academic capi-
talism on science and higher education. Excessive entrepreneurial activity of universities
in the direction of profiting from the development and commercialization of applied
research instead of purely scientific activities and basic basic research leads to the loss
of the position of universities and colleges as “temples of science”. There may still be a
small number of academic institutions of higher education and research that continue
to conduct basic research that is difficult to commercialize but that is genuine “scientific
knowledge,” or in other words, knowledge of humanity.

This paper analyzes the innovative changes in the higher education system caused
by the environment of academic capitalism. The negative impact of academic capital-
ism on the sphere of higher education and science is also analyzed.

Keywords: academic capitalism; entrepreneurial university; innovations in higher edu-
cation; innovative development of higher education.
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The environment of academic cap-
italism has now engulfed almost the
entire sphere of science and higher
education. Perhaps there are still a
small number of academic institutions
of higher education and research that
continue to carry out fundamental
scientific research, which is difficult to
commercialize, but which is true “sci-
entific knowledge” or, in other words,
the knowledge of humanity.

Academic capitalism, which has
become a reality, has dramatically ac-
celerated the commercialization of the
results of applied research and devel-
opment of universities and research
institutes. Allowed these organizations
to significantly capitalize their intellec-
tual capital, gave impetus to the devel-
opment of innovations and inventions.
In particular, an intensive innovative
development is observed in the sys-
tem of higher education, which, of
course, can be attributed to the pos-
itive influence of academic capitalism
on the development of the material,
technical, scientific and engineering
potential of universities and colleges.

This is PROS.

On the other hand, the general
pursuit of profit and commercializa-
tion of R&D results, mainly the results
of applied scientific research and ex-
perimental development, leads to a
significant decrease in demand and
government attention to the devel-
opment of fundamental science. This
leads to a slowdown in the production
of new basic fundamental knowledge
and a slowdown in the intellectual de-
velopment of society.

This is CONS.

Let us further consider some as-
pects of innovation in the higher edu-
cation system caused by the spread of
market relations in the field of science
and higher education (what belongs to
PROS).

Summarizing the results of a com-
prehensive study of the phenomenon
of academic (university) entrepreneur-
ship [1-14], it should be noted that
business institutions of higher educa-
tion implement their activities in high-
er education in the current market laws
of the economic system, interact with

internal forces of society (respond to
its challenges and inquiries) are under
the influence of globalization pressure
of the world community (as schemati-
cally shown in Fig. 4 [1]).

Innovations in the higher educa-
tion system should directly lead to
innovative changes. It is reasonable
to consider HEI's innovative activi-
ty in the higher education system as
an economic category related to the
capitalization and commercialization
of intellectual products — knowledge,
technology, educational and scientific
services, etc.

Let's consider further the types of
such innovations in the higher educa-
tion system that can lead to innovative
changes, and their classification. These
can be innovations of the following
types: economic and market; techno-
logical; organizational; structural and
pedagogical; educational and peda-
gogical (Fig. 1). Most of them are ei-
ther directly or indirectly initiated by
academic capitalism.

Innovations of economic and
market type (see Fig. 2) unite caused
by scientific and technical and in-

Types of innovations in the higher
education system

Il [nnovations of economic and
market type (Fig. 2)

Innovations of structural and
pedagogical type

Innovations of technological
type

Il [nnovations of organizational
type (Fig. 3)

Innovations of educational

and pedagogical type (Fig. 4)

[ Fig. 1. Types of innovations in the
higher education system that can lead to
innovative changes

dustrial and economic development
of society and the spread of market
economic relations in all areas of so-
cio-economic activity of mankind, the
commercialization of educational and
scientific and technical activities of HEI
and all higher education (innovations
of economic and industrial develop-
ment, depending on market require-
ments).

Economic and market innovations
include such innovations that allow to
reduce the budget funding for higher
education and science to obtain the
necessary resources not only for sur-
vival but also for the prosperity of HEL
1. New forms and types of financing

of education and crediting of edu-

cational services, educational insti-
tutions of various types, statutory

(including — educational, scientific,

scientific and technical, educational

and cultural) activity of educational
institutions; diversification of fund-
ing sources; formation of various
funds, grands, endowment institute.

2. Commercialization of educational
results (contractual forms of educa-
tion, educational, consulting, expert
and other services), scientific and
scientific-technical activities (R&D,
technology transfer) HEI, obtaining
additional financial income from
extracurricular activities (lease of
property, organization of mass ac-
tivities for local and regional com-
munities, etc.).

3. Participation of HEl in innovative
socio-economic local, regional and
national development, opening of
new directions of business activity,
enterprises and spheres of industry.

4. Close cooperation with industry and
business: joint implementation of
R&D, targeted training, opening and
supporting joint ventures, joint par-
ticipation in joint stock companies.

5. Active participation of HEI in:
> business development;
> education, training and prepara-

tion of entrepreneurs of different
types and leaders for industry and
social sphere;

> developing and lobbying the nec-

essary regulations for the devel-
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New forms and types of financing of education and crediting of edu-
cational sendees, educational institutions of various types, statutory
(including - educational, scientific, educational and cultural) activity of
educational institutions; diversification of funding sources; formation of
various funds, srands. endowment institute

Participation of universities in innovative socio-economic local, regional
and national development, opening of new directions of business activi-
ty, firms, enterprises and spheres of industry

Active participation of universities in the development of entrepreneur-
ship; education, training and preparation of entrepreneurs of different
types and leaders for industry and social sphere: developing and lob-
bying the necessary regulations for the development and support of
entrepreneurship; promoting the competitiveness of the country's in-
dustrial and economic potential

Commercialization of educational results (contractual forms of education-
al, consulting, expert and other services), scientific and scientific-technical
activities (R&D; technology transfer) of universities, obtaining additional
financial income from extracurricular activities (lease of property: organi-
zation of mass events for local and regional community, etc.)

Close cooperation with industry and business: joint implementation of
R&D. targeted training, opening and supporting joint ventures, joint
participation in joint stock companies

Development of academic (university) entrepreneurship — commercial-
ization of R&D results, receipt of financial income from licensing and
patent activities, as well as shareholder dividends from the activities of
startup (spin-off and spin-out) companies

Active participation of universities in the competition with other univer-
sities, improving their own image, quality of educational and scientific
services, access to foreign educational markets, extensive internation-
alization of educational and scientific activities, the use of international
educational standards, etc.

. 2. Innovations of economic and market type in higher education

opment and support of entrepre-
neurship;

promoting the competitiveness of
the country’s industrial and eco-
nomic potential.

6. Development of academic (univer-
sity) entrepreneurship — commer-

financial income from licensing and
patent activities, as well as share-
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holder dividends from the activities
of startup (spin-off and spin-out)
companies.

7. Active participation of HEl in compe-
tition with other HEls, improvement
of own image, quality of education-
al and scientific services, access to
foreign educational markets, wide
internationalization of educational
and scientific activity, use of inter-
national educational standards, etc.

Note that innovations in economic
and industrial development, dependent
on market requirements, are the most
painful, debatable and unacceptable
for a significant number of educators
and scientists. The intrusion of market
mechanisms into the academic sphere
contradicts in many respects the no-
tion of “pure science and education”,
which are independent of financial
interventions and financial pressure.
However, it is also clear that in the
context of total commercialization of
all spheres of human life, global finan-
cial crises and the constant reduction
of funding for science and education
(and especially higher education), the
question of “to be or not to be” really
faces a significant number of HEIs and
research institutions, and also a large
number of educators and scientists
in all countries of the world. In those
countries where education and science
are actually supported, the necessary
conditions have already been created
for their civilized alternative financial
support.

Innovations of technological
type are innovations in the system of
education and pedagogical activities
caused by the development of science
and technology, search and acquisi-
tion of new knowledge, dissemina-
tion (transfer) and introduction of new
knowledge and new technologies,
application of innovative information
technologies, computer equipment,
remote forms of training, web design,
use of information and communica-
tion networks, Internet and Intranet,
information and innovation manage-
ment, as well as innovation marketing
(innovations of scientific and techno-
logical progress).
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Innovations of organizational type

in higher education

Innovations in the way they
axe implemented

Innovations in terms of inno-
vative solutions and activities

Innovations accoxdina to the
degree of forecasted changes

I Fig. 3. Innovations of organizational type
in the higher education system

Innovations of organizational
type (Fig. 3) are:

» Planned, systematic, periodic, ur-
gent, sudden, spontaneous, random
innovations (innovations in the way
they are implemented).

+ Innovations local, mass, global, etc.
(innovations in the scope of innova-
tive solutions and activities).

+ Innovations that correct, modify, im-
prove, modernize, radical, revolu-
tionary, etc. (innovations according
to the degree of predicted changes).

Innovations of educational and
pedagogical type (Fig. 4) are:

+ Innovations in the educational pro-
cess, training course, in the field of ed-
ucation, at the level of the education
system, in the management of the ed-
ucational process (education), etc. (in-
novations in the pedagogical process).

« Innovations in collective and group
education, in individual types of ed-
ucation (under the guidance of a
teacher), tutoring, alternative, family
education, etc. (innovations by types
of interaction of participants in the
pedagogical process,).

« Innovations in the development of
certain abilities of students, teachers,
educators, namely: development and
improvement of their knowledge,
skills, abilities, competencies, etc.

Innovations-conditions that ensure
the renewal of the educational en-
vironment,  socio-cultural  condi-
tions, etc.; innovations-educational
products (pedagogical tools, proj-
ects, technologies, etc.); managerial
innovations — new solutions in the
structure of educational systems and
management procedures that ensure
their functioning (innovations in the
functionality of the subjects of educa-
tional systems).

Innovations in the activities of one
teacher, methodological association
of teachers, at school, in a group of
schools, in the region, at the state lev-

Innovations of educational and

pedagogical type in higher
education

Il [nnovations in the pedagogi-
cal process

Innovations by types of inter-
action of participants of peda-
gogical process

Innovations in the scale of

their distribution

Innovations according to the
functional capabilities of the
subjects of educational sys-
tems

Innovative changes in the
personal development of edu-
cational entities

Innovations in socio-peda-
gogical significance
Complex educational and
pedagogical innovations

el, at the international level, etc. Inno-
vations in the activity of one HEI teach-
er, faculty, all HEL all HEI of the region,
state, at the level of the system of in-
ternational higher education (innova-
tions on the scale of their distribution).

+ Innovations that combine different
types of pedagogical innovations in
the education system and are inn
ovations in educational institutions
of a certain type, for specific pro-
fessional and typological groups of
teachers (innovations in socio-peda-
gogical significance).

+ Innovations that combine different
types of pedagogical innovations in
the education system (comprehen-
sive educational and pedagogical in-
novations).

Innovations of structural and
pedagogical type are innovations in
the formation of goals, objectives and
content of education (teaching and
education), in forms, methods, tech-
niques, in learning technologies, in
teaching aids, in the diagnostic system,
in control, in evaluation of results, etc.
(innovations in the structural elements
of educational systems).

Innovative information technolo-
gies, information and innovation man-
agement, as well as innovative mar-
keting are widely used in the manage-
ment of innovation in education and
and uniting in the group of means and
tools for innovation management in
education (Fig. 5). They can take place
in almost all types of the above ped-
agogical innovations in the education
system, which can lead to innovative
changes to achieve new quantitative
and qualitative parameters of educa-
tion.

Information technologies in edu-
cation use computer technology, In-
ternet and Intranet, remote methods
of organization and management of
educational activities, are used to de-
velop a variety of information retrieval
systems and information, advertising
and marketing materials (using web
design).

Information management in educa-

I Fig. 4. Innovations of educational and
pedagogical type in the system of higher
education

(innovative changes in the personal

development of educational entities) tion, based on the use of information

technology, is a subsystem of decision-
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Means and tools for innovation

management in education

Information technology in
education

Information management in
education

Innovative management in
education

Innovative marketing in edu-
cation

M Fig. 5. Means and tools for innovation
management in education

making and aims to manage the pro-
cesses of creation, processing and dis-
tribution of information in the field of
education. One of the main functions
of information management in the field
of education is to develop an organi-
zational structure that would provide
timely and objective information in the
right place, at the right time and in a
convenient way to make effective deci-
sions. The introduction of information
management in education is dictated
by the following circumstances: sci-
entific and technical development of
society, integration and effective use
of funds for development, application
and effective use of information tech-
nology (set of information resources,
tools, methods and technologies that
contribute to the effective manage-
ment of educational activities), includ-
ing — development and implementation
of management decisions in the field of
education; the need to integrate all the
data that determine the efficiency and
effectiveness of the education system
as a whole and each of the educational
entities (its components).

Innovative management in edu-
cation is a system of strategic man-
agement of innovation processes in
order to study the main directions of
educational, scientific, technical and
industrial activities and justify a set of

"Academic Capitalism”: Pros and Cons of the Development of Science and Higher Education
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measures for the implementation of

innovation strategy. Its tasks are:

« development of plans and programs
of innovative activities in the field of
education;

+ development and implementation of

a unified innovation policy in the field

of education;

training of scientific and pedagogical

specialists and providing all areas of

educational activities;

« providing educational activities with
the necessary resources (material,
labor, financial, information);

+ planning and selection of the best
projects of educational innovations
(innovations) and control over its de-
velopment;

+ creation of special groups of man-
agement and control over innovation
activities in the field of education at
all stages.

Innovative marketing in education
ensures the effectiveness of the edu-
cational system and educational insti-
tutions in the market of innovations in
education, aimed at forming or identi-
fying demand for educational services
in order to best meet market demands
and needs of society. Innovative mar-
keting is based on the use of new ideas
for educational services and technolo-
gies that best contribute to achieving
the goals of the education system and
individual educational institutions.

Innovative marketing in education
is a function of innovation manage-
ment in education. It begins with the
search for new ideas for educational
services and technologies that can
best meet existing and potential de-
mand with their subsequent materi-
alization and commercialization, and
ends with the stage of saturating the
life cycle of innovation. Carrying out
of marketing researches is necessary
for the purpose: studying of a con-
juncture of the market of education-
al services; identification of inquiries,
tastes and preferences of consumers
of educational services; forecasting
the dynamics of demand for educa-
tional innovations; developing a mar-
keting strategy for innovation in edu-
cation, etc.

Joint Scientific Journal

The purpose of innovative mar-
keting in the field of education is to
achieve the final practical result of in-
novation. It:

- focused on gaining a certain market
share of educational innovations in
accordance with the long-term goal
for which the innovative project was
developed;

+ integrates research, production and
marketing activities into the educa-
tional management system;

+ focuses on the long-term perspective,
which requires marketing research,
obtaining on their basis innovations
that ensure highly efficient economic
activity in the field of education;

« adapts to the requirements of poten-
tial consumers of innovation in edu-
cation with a simultaneous targeted
impact on their interests.

Consider in more detail the content
of innovations of the types discussed
above, as well as some possible areas
of practical innovation in education.

Innovations of scientific and tech-
nological progress. These may include:
+ Use of information technologies in

the process of innovation manage-
ment of the education system (in-
cluding HEI as a subject of the higher
education system): information and
innovation management, as well as
innovation marketing.

+ Organization of distance learning —
implementation of distance courses
(disciplines, subjects from the curricu-
lum), automated control of students’
knowledge (testing), teleconferences
and Internet conferences and semi-
nars based on on-line information
technologies,  software  platforms
such as Blackbord, etc., use of local
intranet communication systems, etc.

+ Use of information technology in the
educational process: learning web
design and the use of IT technolo-
gy in professional activities. Including:
e-business  (E-business), automation
of research and design, automation of
decision-making and production pro-
cesses, information technology in busi-
ness, management, marketing, etc.
Organization of distance learning

courses according to the scheme: invi-
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tation of foreign specialists — teachers of
foreign HEI for teaching (reading) intro-
ductory (instructional) lectures — dis-
tance learning of the discipline (course)
— remote 3—4 intermediate tests in the
presence of a dean’s representative —
conducting the final exam according to
the course (subject) — remotely, in the
presence of the dean (deputy dean) —
remote assessment — enrollment (en-
try) of the assessment in the electronic
record book (transcript) of the student.
« The use of the latest methods and
technologies in the implementation
of universities and other HEI and re-
search institutes of basic and applied
research; search, comprehension and
dissemination of new knowledge; de-
sign and construction of new equip-
ment; development and transfer of
new advanced technologies; imple-
mentation of R&D results for local (lo-
cal), regional and national socio-eco-
nomic innovation development.
+ Creation and launch of new spin-off
and startup companies by research
business universities.

Innovations in the structural ele-
ments of educational systems. The main
purpose of such innovations is the
training (education and upbringing)
of a modern specialist of international
level, who:

« fluentin the national, state (Ukrainian)
language, foreign languages — En-
glish and second (European or East-
ern), Russian;

« has the necessary professional know!-
edge and skills;

+ is able to use a computer, informa-
tion technology and software;

+ is able to work in a team;

» has high moral and ethical principles
and humanistic beliefs;

« focused on a healthy lifestyle and en-
vironmental behavior;

« patriotic and ready for integration
into the international community.
The following new progressive ten-

dencies in forms, methods, receptions

and technologies of training are im-

portant for improvement and increase

of efficiency of preparation of experts:

+ Organization of included training —
study abroad: study of courses (dis-

ciplines) according to the curricula
of American HEI in foreign HEI),
theoretical and practical (industrial)
practice in foreign (abroad) and joint
(with foreign and Ukrainian capital)
companies, firms, corporations, fi-
nancial institutions, enterprises.

« Organization of international theo-
retical and practical seminars for stu-
dents, scientists, teachers and staff
on business management, the role of
leadership in socio-political life and
economic activity of the world with
the invitation of foreign experts.

+ Invitation of specialists from foreign
countries to read individual lectures,
lecture series and teach courses (dis-
ciplines) in the curriculum in English
(German).

Also very important for the inte-
gration of scientific and pedagogical
and logistical potential and the intro-
duction of innovations in education,
science and technology, development
of new technologies and new knowl-
edge is the practice of combining dif-
ferent types of HEI in training, research
and production complexes and tech-
nology parks.

Innovations in the pedagogical pro-
cess. Such innovations include:

« Introduction of a system of cred-
it-module training, intermediate (3—4
times during the semester) testing
for each course (discipline) with the
issuance of an integrated assessment
for the entire passed (mastered)
course (discipline).

* Maintaining an electronic transcript
(transcript) of each student, aban-
donment of the practice of "re-
arranging”  unsatisfactory  grades
(scores) from exams (exams, tests,
tests) with the right to re-listen to the
course (discipline).

+ Organization of the educational pro-
cess on the principles of interdiscipli-
narity and multidisciplinarity. This al-
lows HEI students to plan their work-
load and time in such a way as to gain
more useful knowledge, to choose at
will those additional courses (disci-
plines) in which there is a need, to re-
ceive (if necessary) a related (second)
profession (specialization).

Innovations by types of interaction
of participants of pedagogical process.
The use of the latest information tech-
nologies, Internet and Intranet net-
works, distance learning systems in HEI
lead to the reformatting of the divi-
sion of students from academic study
groups, courses (in their usual sense)
into virtual temporary units (individual
choice of students). Depending on the
students’ choice, they can study re-
motely or individually (individually) or
in a group (collectively). You can study
remotely both at HEI and at home.

Innovative changes in the personal
development of educational entities.
This type of innovation includes:

* new forms and methods of testing
the knowledge, skills and abilities of
pupils, students, teachers;

« continuous improvement of knowl-
edge of HEI graduates, employees
and teachers through continuous
training and professional develop-
ment throughout life;

+ organization of systematic exchange
of students and teachers between
domestic and foreign HEL as well
as — exchange of HEI experience of
different countries;

+ invitations for teaching activities —
lectures, seminars and workshops of
famous scientists, specialists in vari-
ous fields of economics, successful
entrepreneurs;

+ organization of theoretical and prac-
tical training of students in real con-
ditions of economics, research and
economic activity.

Innovations in the functionality of
educational systems.
Innovations-conditions that ensure
the renewal of the educational envi-
ronment, socio-cultural conditions,
innovations-educational products and
management innovations may include:
+ Organization of the educational pro-
cess according to the curricula of
leading HEI economically developed
countries. From business — entrepre-
neurship, marketing and manage-
ment (including management in the
field of international business) — pri-
marily in the American programs BBA
and MBA, as well as curricula and
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HEI programs of other countries (UK,
Germany, France, Spain, Scandinavia
countries, Benelux countries, etc.).

« Combining Ukrainian standard cur-
ricula with the curricula of leading
foreign HEIs in order to integrate the
best achievements of domestic and
foreign higher education systems in
a specific field of knowledge, science
and technology.

» Democratization of the education-
al process, providing students with
greater opportunities for free choice
of disciplines from the curriculum,
expanding the list of disciplines of
free choice of students and HELin the
curriculum.

+ Involvement of student assets of HEI
and the public in the process of im-
proving the educational process and
statutory activities of the institution.

Innovations in the scale of their dis-
tribution. It is desirable to innovate in
the activities of each individual teacher
of a particular educational institution,
and all educational institutions: in the
region, at the state level, at the inter-
national level (innovations and inno-
vations in the activities of each HEI
teacher, faculty, all HEI, all HEI region,
state, at the level of the international
higher education system).

Innovations in socio-pedagogical
significance. Important at the present
stage of globalization of the world
economy and social globalization pro-
cesses is the creation of innovative in-
ternational temporary teams of teach-
ers. This primarily applies to Ukrainian
HEIs. Invitation of well-known spe-
cialists in various fields of knowledge,
science and technology will improve
the quality of the educational process,
encourage students to learn English
(international language of business,
science and technology) and oth-
er foreign languages, allow them to
communicate freely with colleagues
from abroad, read foreign literature in
the original, independently study the
world's scientific and technological
achievements.

The complex or comprehencive ed-
ucational and pedagogical innovations
that combine different types of peda-
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gogical innovations in the education

system include:

« creation of innovative education-
al institutions: virtual HEL, open HEL
international (joint) institutions, in-
cluding — institutions of international
education;

+ creation of international education
programs — based on a combination
of foreign and domestic curricula and
programs with teaching disciplines in
both native, national language and
foreign (English or other) language;

+ creation of innovative educational
programs based on interdisciplinary
and multidisciplinary curricula, new
information technologies, distance
and open learning, individualization
and intensification of learning.

Innovations in the way they are im-
plemented. It is advisable to carry out
planned, systematic and periodic edu-
cational innovations, namely:

+ Introduce new technologies, develop
new and improve basic educational
technologies, organize the educa-
tional process and research activities
in HEL

+  Develop new forms, methods and
content of education, respond flexi-
bly to the demands of social devel-
opment, the market of educational
services, the requirements of eco-
nomics and production.

Innovations in terms of innovative
solutions and activities. Innovations
should take place both in individual
departments of educational institu-
tions and in educational institutions as
a whole. Innovations in public, munic-
ipal and private HEIs contribute to the
spread of innovations throughout the
education system.

As for innovations according to the
degree of forecasted changes, all types
of innovations that lead to the further
development of science and technolo-
gy, the formation of a modern special-
ist of international level are necessary.

Innovations of economic and indus-
trial development, depending on market
requirements, create new opportunities,
forms and sources for further develop-
ment and support of the education sys-
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tem, its structural components, opening
of new specialties, professions in educa-
tional institutions, promote compliance
of education, research and education.
cultural services to the market needs of
society. These include:

+ Participation of private capital in the
creation and financing of educational
institutions of various levels, educa-
tional and research programs, lend-
ing to students and researchers.

«  Creation of new (own) educational
institutions for corporations, compa-
nies, productions and enterprises in
vocational training, advanced train-
ing, provision of related professions.

« Creation of the latest training, re-
search and production complexes
(with the participation of various
types of HEL research institutions
and industrial enterprises), technolo-
gy parks, etc.

»  Development of academic (univer-
sity) entrepreneurship: interest and
stimulation of teachers and scientists
to carry out research, discoveries and
inventions, disclosure of information
on the results of R&D, their patenting
and licensing for further practical im-
plementation.

« Commercialization of educational re-
sults: contractual forms of providing
educational, consulting, expert and
other professional services.

« Commercialization of the results of
scientific and scientific-technical ac-
tivity of HEI through: patenting and
licensing of discoveries, inventions,
other important results of R&D;
technology transfer; formation and
launch together with industrial en-
terprises (business structures) of new
companies (spin-off, spin-out, start-
up), etc.

It is also worth emphasizing that
these innovations can be of the fol-
lowing types:

* Radical (basic) innovations — revolu-
tionary changes in the development
of technology and society, the for-
mation of new industries.

+ Increasing, modifying (improving) in-
novations — improving the properties
of existing equipment, technologies
and services.
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From the above we can conclude
that innovation in higher education is a
process of creating, implementing and
disseminating in the practice of higher
education new ideas, tools, scientific,
pedagogical, organizational and mana-
gerial and economic methods and tech-
nologies, which increase the achieve-
ment of structural components of the
higher education system and its transi-
tion to a qualitatively higher level. This
activity is aimed at building a knowl-
edge society with an innovation-orient-
ed type of economy and is related to:

+ formation and accumulation of new
knowledge;

« use and commercialization of re-
search and development results;

+ transformation of scientific research
and development, other scientific
and technological achievements into
new or improved products, tech-
nologies, services introduced to the
market, into new or improved tech-
nological processes used in practice,
or new approaches to social services;

+ formation of intellectual and forma-
tion of human capital;

+ the use of new tools, methods and
technologies to accelerate the eco-
nomic growth of society.

In view of this, innovative activi-
ties in the field of higher education,
science, educational, scientific, educa-
tional and cultural services have a so-
cio-economic essence, combines a set
of organizational, economic and social
actions aimed at creating a knowledge
society with innovation-oriented type
of economy. Such innovative activi-
ty is associated with the formation,
capitalization and commercialization
of intellectual products — knowledge,
technology, educational and scientific
services, etc. and is one that should
develop faster, contributing to real re-
form and renewal of education in ac-
cordance with new requirements and
demands of society and time. One of
its most important components is the
innovative activity of entrepreneurial
universities, which is essentially “aca-
demic” or university entrepreneurship,
characteristic of the new capitalist en-
vironment — “academic capitalism”.

Since the adoption by the US gov-
ernment of the Bay-Dole Act (the Law
on Patents and Amendments to the
Trademark Act) on December 12, 1980,
the era of rapid economic growth in
the country began, which became a
prerequisite for the phenomenon of
"academic capitalism”. According to S.
Slaughter and L. Leslie [2], the essence
of "academic capitalism” is the trans-
formation of scientific and teaching
activities into a kind of entrepreneur-
ship: the implementation of research
projects is directly dependent on the
receipt of cash subsidies from individu-
al corporations. Within the framework
of “academic capitalism”, the activities
of research institutes and centers with-
in the university structure are aimed
at increasing the potential for public
application of knowledge. The authors
give the following interpretation of
academic capitalism: “To conserve or
increase resources, researchers and
faculty had to increasingly compete
for foreign dollars, which proved to
be related to market-oriented research
related to various applied, commer-
cial, strategic and targeted research.
And whether the money comes in
the form of research grants and con-
tracts, partnerships with industry and
government, technology transfer, or in
the form of attracting more students
who can offer higher tuition fees. We
call academic capitalism the market or
market-like activity of a scientific and
educational organization, as well as its
employees to attract external funds”
[2]. Note that the term “academic cap-
italism” was first introduced in 1990
by E. Hackett [3] to denote important
structural changes in science.

“Academic capitalism” sets new
directions for the development of
modern higher education and mani-
fests itself on three levels: institution-
al, departmental, individual. Academ-
ic capitalism at the institutional level
is realized against the background of
changes in the funding of higher ed-
ucation institutions, the reduction of
public funding and the need to find
sources of additional funds. The study
of academic capitalism at the depart-
mental level is of interest because it

is here that various activities are car-
ried out, employees adapt to new val-
ues. At the individual level, within the
framework of academic capitalism,
there is a revision of the distribution
of time between the main activities of
the teaching staff: teaching, research,
services [4].

S. Slaughter, G. Rhoades [5] note
that as colleges and universities be-
come more entrepreneurial in the
post-industrial economy, they focus
on knowledge less as a public good
than as a commodity to be used for
profit-making activities. The authors
emphasize the more aggressive in-
volvement of US free trade in the new
knowledge-based economy, and note
the significant efforts of colleges and
universities to develop, market and sell
research products, analyze the com-
petition of services and consumers of
goods in the private market.

Following the changes in the poli-
cy and practice of educational and sci-
entific activities, revealing new social
networks and schemes of knowledge
creation and dissemination, as well
as new organizational structures and
expanded management potential for
communication between free econom-
ic zones and markets, the authors ex-
press concern about the development
of nonprofit basic science. Depicting
the higher academic capitalist regime
of knowledge formation and market-
ing (i.e., teaching), which is expressed
in the work of teachers, the activities
of departments and administrative be-
havior, they note the attraction of busi-
ness interests and commercialization
of knowledge over the so-called pure
science. At the same time, they reveal
internal contradictions in the regime of
free economic activity, noting the new
state of state subsidies, which become
embedded in new revenue streams, as
well as shifting the emphasis from ed-
ucational and research services to stu-
dent clients to attract resources from
them. The authors understand the tra-
jectory of American higher education
from non-profit educational and re-
search-oriented to commercially-ori-
ented to generate profits from the
widespread distribution of new goods
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HEIs — the results of educational and
scientific activities with a bias towards
applied research commissioned by ex-
ternal corporations.

In the last decades of the twentieth
century, the leading role of higher ed-
ucation was the development of theo-
retical and applied aspects of econom-
ics. As the penetration of market rela-
tions and entrepreneurship in purely
academic activities, as well as in other
intangible (humanitarian) spheres of
human activity has become inevitable
and in fact already happened, there is
an urgent need to improve scientific
knowledge and provisions of econom-
ics and search for new areas of eco-
nomic research in the field of intan-
gible production. Thus appeared such
new areas of economics as: knowledge
economy; socially-oriented economy;
economics of social activity; econom-
ics of education; business economics;
economics of innovation; higher edu-
cation innovation, etc.

It is advisable to note that the the-
oretical foundations of the emergence
of university entrepreneurship and the
transformation of ordinary universi-
ties and colleges into entrepreneurial
HEIs, special features and conditions
for successful transformation and exis-
tence of university entrepreneurship in
different countries are also discussed
in research books and articles [6-11].

Next, let's focus on those aspects
of academic capitalism that relate to
CONS.

It is important to emphasize that
many scientific publications have re-
cently appeared criticizing academic
capitalism and the over-entrepreneur-
ial activities of HEIs in the direction of
profiting from the development and
commercialization of applied research
instead of pure scientific activity and
basic fundamental research [12-14].
For example, R. Miinch [12] notes that
academic capitalism is a unique hybrid
that combines the scientific search for
truth and economic maximization of
profits. It turns universities into en-
terprises that compete for capital ac-
cumulation, and enterprises into pro-
ducers of knowledge who are looking
for new discoveries that can be turned

“Academic Capitalism”: Pros and Cons of the Development of Science and Higher Education
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into patents and profitable goods. Ac-
ademic capitalism is at the intersec-
tion of research, maximizing economic
profits and innovation policy. It exac-
erbates the institutional conflicts of in-
terest associated with corporate fund-
ing for academic research. The logic of
the accumulation of academic capital
is well reflected in the essence of the
business university. The consequences
of accumulating academic capital for
science are increased inequality, exces-
sive investment at the top, in top free
economic zones, and underinvestment
among ordinary free economic zones,
and the organizational consequences
of accumulating academic capital are
increased quality assurance for a vari-
ety of applied research and creativity.

Under academic capitalism, forms
of management and control were
transferred to the University of Entre-
preneurship from capitalist enterprises.
The university's leadership gained de-
cision-making power, while the senate
and faculty councils lost much of their
influence, causing a heated conflict be-
tween the university's authorized lead-
ership and the “disadvantaged staff”
Management assumes the authority to
position their university in the fight for
ranking positions, always with a view to
rising to a higher level university at the
next stage of their own careers. These are
so-called "general administrative univer-
sities”, especially typical of middle-class
academic universities. University man-
agement must be able to take strategic
action: their targeted arrangements and
the allocation of performance-related
resources are used mainly to compete
other universities. Accreditation of train-
ing courses and strengthening of teach-
ing quality management measures, for
example, through regular evaluation of
training courses and seminars by stu-
dents, emphasize the new understand-
ing of students that they are “clients” of
HEIs and are in the academic business
sector. Enhanced market autonomy of
the University of Entrepreneurship im-
plies a decrease in academic freedom
and increased control by the university
management.

The University of Entrepreneurship
is a capitalist enterprise that applies
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comprehensive management control
to penetrate all operational process-
es and focus on the strategic goal of
maximizing profits. Today, control in
business freelancers works primarily
through the tool of marketing busi-
ness processes, which have become
research, student education, other ed-
ucational and research and related ser-
vices that were previously the preroga-
tive of ordinary academic universities.
This marketing of operational process-
es is complemented by a comprehen-
sive control system that determines
the profitability of even the smallest
technological units of educational ac-
tivities using indicators at any time and
shows what to do in what place (at the
department, in the research laborato-
ry, at the interdepartmental level) to
increase overall profitability. The work-
force in the business free enterprise
consists of employees-entrepreneurs
who work under the general guidance
of the founders and appointed by
them entrepreneurship-oriented rec-
tor, his deputies, councils, etc. As the
marketing activity of entrepreneurial
free trade is aimed at purely market
achievements — additional financial in-
come, profit, image, competitiveness in
the markets of applied research orders
and potential entrants, basic science is
now left without the necessary atten-
tion, which inhibits the development of
science, technology and education.

Conclusion

Academic capitalism encompassed
all spheres of scientific, research, ed-
ucational activity, as well as other
spheres of social and economic activ-
ity of modern society. Obviously, it is
important to strengthen the positive
impact of academic capitalism — PROS
and at the same time reduce its nega-
tive impact — CONS. And, if the rapid
development of academic or universi-
ty entrepreneurship already provides
tangible benefits for the economic
growth of countries, regions and the
entrepreneurial  universities them-
selves, then the slowdown and reduc-
tion in basic fundamental scientific re-
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search requires immediate active and
constructive intervention of respon-
sible government bodies and institu-
tions. The future of both fundamental
science and basic knowledge of man-
kind, as well as the intellectual and sci-
entific and technical capital of society,
depends on purposeful government
actions. And this, in turn, is the neces-
sary basis and foundation for the fur-
ther development of all countries.
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Pomaroscekuli O. O., PomaHosceka 0. fO.

"AKageMiuH1IA Kanitaniam”: nacu Ta MiHycu B pO3BUTKY HayKu A BULLLOT
OCBiTU

CepezoBuLLEe akaJeMiyHOTO KamiTaniamy, ke OXOMWAO0 Maixe BCto chepy Ha-
YKM Ta BULLOI OCBITY, 3AINCHIOE Ha HWUX AK No3uTuBHWIA (MPOC), TaK i HeraTMBHWIA
(KOHC) BnavB. AkageMiuyHWiA KamiTani3aM pi3ko MPUCKOPWB KOMepLiianisaLito pe-
3yNbTaTiB MPUKNAAHUX AOCIAXKEHb | PO3PO6OK YHIBEPCUTETIB Ta HayKOBO-AOCAIA-
HWX IHCTUTYTIB i ZO3BOAMB LM OpraHi3aLism i ycTaHOBaM 3HaYyHO KamiTanilyBaTu
CBili IHTeNeKTyanbHWIA Kanitan. Lie Haaano NoLToBXy PO3BUTKY MPOrPECUBHIX iH-
HOBaALiM Ta BMAATHWX BWHAxXOAiB. Hampwkaaz, y cucTemi BMLLOI OCBITM CMOCTEPi-
ra€TbCA IHTEHCUBHWI iIHHOBALMHUIA PO3BMTOK, LLLO, 6€3YMOBHO, MOXHa BiZHeCTU
[0 MO3UTMBHOIO BMAMBY akaZeMiYHOro KamiTaniamy Ha pO3BWMTOK MaTepiasbHOro,
TEXHIYHOTO, HaYKOBOTO Ta IHXeHEePHOro NoTeHLjiay YHIBEPCUTETIB Ta KONeAXiB.

3 iHWoro 6oky, roHMTBa 3a MPUOYTKOM Ta 3arajbHWA MOLLYK MOXIUBOCTEN KO-
mepuianizauii pesynstatis HA/JKP, nepeBaxHO pesynbTatiB NPUKNaAHUX HayKOBUX
[OCTIAXKEHb Ta eKCMePUMEHTaNbHMX PO3PO6OK, MPU3BOANUTL AO 3HAYHOrO 3MeEH-
LLeHHA MoMuTY Ta yBaru A0 PO3BUTKY QyHAAMEHTaNbHOI Hayku Ta MoLyKy 6a30-
BWX HAyKOBWMX LiiHHOCTeR. Lle npu3BoanTb 40O YMOBINIbHEHHA BMPOOHMLITBA HOBMX
6a30BMX GyHAAMEHTaNbHMX 3HaHb Ta YMOBINIbHEHHSA iHTENEKTYaNbHOrO PO3BUTKY
CyCninbCTBa.

Takox y 6araTbox HayKoBwX ny6ikaLlisx, Lo 3'ABUANCA OCTaHHIM YacoM, Migsa-
FOTbCA KPUTWLL HAaCNiAKM BMIVBY akaZeMiYHOro Kamitaniamy Ha chepy Hayku 1 BU-
ol ocBiTW. HaamipHa nianpureMHMLbKa AianbHICTb BH3 y Hanpamky oTpumaHHa
npvbyTKY BiJ PO3BUTKY Ta KOMepLiani3aLyii NpUKAaAHNX AOCNIAXEHb 3aMiCTb YNCTO
HayKOBOI AifiNIbHOCTI Ta OCHOBHMX GYHAAMEHTaNbHUX AOCNIAXEHb MPU3BOANTL A0
BTPATV MO3WLLIM YHIBEPCUTETIB i KONEAXIB AK “XpamiB Hayku'. MOXAunBO, BCe Lie
ICHY€E HEBeNMKa KiNbKICTb akafeMiuHMX 3aknais BULLOI OCBITV Ta AOC/IAKEHD, LLIO
NMPOAOBXYOTb MPOBOAUTU GYHAAMEHTAbHI HAYKOBI AOCHIAXKEHHS, AKi BaXKKO KO-
MepLianisyBati, ane aKi € CNpaBXHIMW “HayKOBMMU 3HaHHAMM", abo, IHLLMMWU CNO-
BaMVI, 3HaHHAMY NPO NtOACTBO.

Y AaHivi poboTi aHani3yroTbcA IHHOBALVHI 3MiHW B CUCTEMi BULLOI OCBITH, BU-
KNVKaHi cepefoBULLEM aKaAeMiyHOrO KaniTaniaMy. Takox aHani3yeTbca HeraTMBHMIM
BM/IVB akaJeMi4YHOro kKanitaniamy Ha chepy BULLOT OCBITU 1 HayKu.

KnrouoBi cnioBa: akageMiuHui Kanitaniam; nignpUeEMHULBbKAI YHIBEPCUTET; iHHO-
BaLLii y BULLiIA OCBITi; IHHOBALLiHWIA PO3BUTOK CHEPU BULLOT OCBITW.
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Teaching Multi-Stakeholder Sustainable Innovation

Higher education has a crucial role to play in the global transition sustainable
devbelopment. A shift from an educational paradigm that teaches linear and un-
sustainable innovation activity, to one that teaches circular and sustainable inno-
vation activity, is a fundamental requirement if global sustainable development
goals are to be met through future innovation. The educational model currently
forming the foundation for most MBA programs remains primarily focused on
teaching maximization of shareholder profit within a private, for-profit business
context. A ‘sustainable’ business is usually defined as one that has successfully
met purely financial goals for the benefit of shareholders, often ignoring other
vital stakeholder interests, most importantly: natural, human and social capital.
On the base of UACU we grounded that today models of business instruction
must focus student innovation activity on the design and implementation of
multi-stakeholder innovations. Innovations that meet a need or solve a problem
within foundational sectors of civilization. Innovations that are adaptable and
applicable to widely divergent sectors, from private for-profit business to social
charities. Business education must be built upon a foundation of analytic skills,
an ethical framework, and a commitment to promoting ‘sustainable’ innovations.
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Introduction

Higher education has a crucial role
to play in the global transition from
non-sustainable human activities to
those based on sustainable models
of organization and operation. A shift
from an educational paradigm that
teaches linear and unsustainable in-
novation activity, to one that teaches
circular and sustainable innovation ac-

tivity, is a fundamental requirement if
global sustainable development goals
are to be met through future innova-
tion.

The educational model currently
forming the foundation for most MBA
programs remains primarily focused
on teaching maximization of share-
holder profit within a private, for-profit
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business context. A ‘sustainable’ busi-
ness is usually defined as one that has
successfully met purely financial goals
for the benefit of shareholders, often
ignoring other vital stakeholder inter-
ests, most importantly: natural, human
and social capital.

At UACU, an innovative education-
al curriculum for Master of Business
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Administration students has been
developed that centers skill-based
coursework around a three-semester
Keystone Course, wherein students
apply what they've learned in the var-
ious skill-specific courses to develop
their own sustainable innovation ac-
tivity. A student’s innovation can be
designed for implementation into
whichever sector of human activity the
student may choose to work within. It
could be a start-up company operat-
ing as a sustainable for-profit business;
or it could be a new government pro-
gram designed to promote transition
to micro-scale renewable energy; or a
new social-sector program designed
to improve access to affordable hous-
ing for low-income citizens; or an
NGO-supported program to improve
some aspect of public health or access
to education; the opportunities for in-
novation are endless.

Theoretical Foundation

The theoretical foundation support-
ing how sustainable innovation is
taught at UACU starts with the causal
recognition that social change drives
technological change, not the reverse.
Technological change spurs iterative
innovations to meet individual needs
and solve societal problems. Some
successful innovations disrupt existing
markets, as well as disrupt existing so-
cietal relationships. The process con-
tinues as societal decisions, behaviors
and demands continue to evolve and
technology and innovation respond.
For example, a growing societal
understanding of the environmen-
tal, economic and social costs of un-
checked climate change created de-
mand for carbon-neutral products and
services. This is turn spurred techno-
logical change in power generation
and transportation fuels. Numerous
technological improvements in renew-
able energy power generation, electric
vehicles, alternative transportation fu-
els, etc. have resulted from this societal
change in behavior and demands.
Successful implementation of tech-
nological change through sustainable

innovations in products and services
related to renewable energy and trans-
portation fuels, have disrupted exist-
ing power and transportation markets:
for example, sales of gasoline-pow-
ered vehicles have declined relative to
electric battery-powered vehicles; and
solar and wind power generation have
increased relative to fossil fuel power
generation.

A Model of Sustainable
Innovation

Sustainable innovation is defined very

broadly to include design and imple-

mentation within:

+  Businesses, either for-profit or not-
for-profit.

+  Governments, all levels and func-
tions.

+ Non-governmental entities.

+  Social sectors, both tangible and in-
tangible subsectors.

The educational approach includes
study of current innovations, both suc-
cessful and unsuccessful, and under-
standing ongoing sustainability chal-
lenges, unmet consumer needs, and un-
resolved problems in foundational areas
of civilization, including for example:

» Green energy.
*  New materials.

«  Mobility.
+  Food.
+  Buildings.

Decisions, Behaviors,
Demands of Society Drives

Social Change

+ The circular economy of reuse, repair,
repurpose and recycle.

Particular attention is given to
designing and implementing sustain-
able innovations that contribute to
meeting global sustainability goals.
A core principle is that to be sustain-
able, economic profit from successful
innovation must be shared equitably
amongst fundamental sustainability
stake-holders. These include:

» Natural Capital: air, water, soil, above-
ground and below-ground resources.

« Human Capital: all people directly or
indirectly involved with or affected by
innovation activity.

« Social Capital: both tangible assets
such as transportation infrastructure,
schools, etc. as well as intangible
social systems (e.g. community or-
ganizations, government regulatory
bodies or public opinion) directly or
indirectly affected through interac-
tion with an innovation activity.

» Produced Capital: all tangible and in-
tangible assets that support, or are a
product of, an innovation activity.

+ Financial Capital: including all forms
from cash to debt to equity to receiv-
ables, prepaid expenses, etc.

For an innovation to be sustain-
able, it must be designed and imple-
mented in such a way as to create and
maintain a positive feedback system
that incorporates all of the five major
stakeholders into a single, coherent,

Technological Change
Drives

Innovation
Disrupts Society

Social Change Drives

Technological Change

M Fig. 1. Social change, technological change, innovation and market disruption
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Financial Capital
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/
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Suitable Innovation

Human Capital
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Natural Capital

[ Fig. 2. Sustainable Innovation Within a Multi-Stakeholder Paradigm

self-reinforcing paradigm of contribu-
tions and remunerations.

Whereas current record-keeping
systems (for example, financial state-
ments,) measure production and con-
sumption of financial capital (for ex-
ample, sales, net profit, etc.) and also
produced capital (physical products of
all types), but with little to no measure-
ment or recording of the consumption
(or maintenance or enhancement of
value) of natural, social or human cap-
ital. A holistic educational approach
incorporates design and implemen-
tation planning for sustainable inno-
vation activities that includes a full
accounting of contributions and costs
attributed to all stakeholders.

Educational Model

The educational model for sustainable
innovation is systematic, based on
four analytic stages of identification
and design of sustainable innovation
activities, development of optimal im-
plementation plans, and identification
and compensation of all contributions
and claims of multi-stakeholders.

A sustainable innovation is one
that meets an identifiable human
need or solves an individual or soci-
etal problem, while meeting all legal,
technical and financial requirements.

Scholars of innovation recognize that
a consumer does not need a drill, rath-
er the consumer ‘needs a hole’ and
goes to the market to find the optimal
solution that will best meet the need
or solve the problem — this is referred
to as the ‘job to be done’; see for ex-
ample (Christiansen, 2016).
Skill-specific coursework focusses
on technics for in-depth analyses of

the positive and negatives effects of
the innovation on the most important,
but often overlooked, components of
multi-stakeholder innovation: human,
social and natural capital. Work in
these areas draws upon a wide variety
of case studies of successful and failed
innovations, and ongoing develop-
ments within the foundational sectors
of the economy as listed above.

Conclusion

Today’s business students are tomor-
row's innovators. Business school pro-
grams, particularly MBA programs,
need to teach sustainable innovation
within a paradigm that rejects the out-
dated, myopic focus on maximizing
shareholder profit. Sustainable innova-
tions, and the meeting of global sus-
tainable development goals, requires
new educational models.

Models of business instruction
must focus student innovation activity
on the design and implementation of
multi-stakeholder innovations. Innova-
tions that meet a need or solve a prob-
lem within foundational sectors of civi-
lization. Innovations that are adaptable

Is it Legally, Technically
and Financially Feasible?
Does it Meet Sustainablility
Requirements?

Does it Alleviate
a Human Need or
Solve a Problem?

Potential
Sustainable
Innovation

¥ Fig. 3. Sustainable Innovation, Analytic Approach
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and applicable to widely divergent sec-
tors, from private for-profit business ITon P. Tomac
to social charities. Business education
must be built upon a foundation of an-
alytic skills, an ethical framework, and
a commitment to promoting ‘sustain-
able’ innovations.

HaBuaHHA cTiikux iHHOBAaLi¥ 3 6araTbMa 3aLikaBlIeHUMUN
CcTopoHamu

BuLwa ocBiTa Bigirpae BupiLlanbHy Poab Yy Nepexosi 40 CTaaoro PO3BUTKY.
lMepexiz Bif OCBITHBOI MapaAnrMu, fka HaBYa€e NiHIMHOI Ta HeCTIMKOI IHHOBa-
LiiHOI AifAbHOCTI, A0 Ti€l, fika HaBYa€E LMPKYAAPHOI Ta CTiMKOI iHHOBAL,iiHOI
AIANbHOCTI, Hapasi € GyHAAMEHTA/bHOK BMMOTOK ANS AOCATHEHHA Ljinei
rnobanbHOro CTaaoro Po3BUTKY Yepes MalbyTHi iHHOBaLLi. OCBITHA Moaens,
AKa B ZaHWi Yac GopMye OCHOBY Ana HinbluocTi Nporpam MBA, 3anuiiaeTbes
nepeBaxHO CHOKYCOBAHOK Ha HaBYaHHI MakcuMi3aLyii NpubyTKy akLioHepis
Y NpVBaTHOMY KOMePLLIAHOMY Bi3HEC-KOHTEKCTI. 3a3BMYyait “ctannin” 6isHec Bu-
3HayaroTb AK TakWi, AKMIA YCMIWHO AOCAr CyTO PiHAHCOBWIX Ljinel Ha KOPUCTb
aKLOHepIB, YacTo IrTHOPYHOUM iHLLI XWUTTEBO BaX/MBI IHTEPECK 3aLlikaBaeHUX
CTOPIH, 30KpeMa, NPUPOAHWIA, NOACBKWIA Ta coLlianbHWM Kanitan. Ha npuknagi
YAYK MV NpOAEMOHCTPYBaNM, WO CbOroAHI MoZeni Bi3HeC-HaBYaHHA MOBUHHI
30CepesKyBaTh CTYAEHTCbKY iIHHOBALNHY AifbHICTb Ha PO3PO6bLLi Ta BNpoBa-
[PKEHHI 6araToCTopoHHiX iHHOBaLi. IHHOBaLifX, AKi BigNOBiZatoTb NoTpebi abo
BUMPILLYHOTb MPO6IEMY B OCHOBHMX CEKTOPAX LiMBINi3aLii. IHHOBALLisX, AKI MOX-
Ha afanTyBaTu Ta 3aCTOCyBaTV A0 PI3HWX rasysew, Bij NPVBaTHOrO KOMepLLili-
Horo Bi3Hecy A0 coLianbHWUX BaarozinHux opraHisaLiii. bisHec-ocBiTa NOBMHHa
BysAyBaTUCA Ha OCHOBI @HANITUYHMX HAaBUYOK, ETUYHUX PAMOK Ta MPUXMABHOCTI
MPOCYBaHHIO , CTIMKMUX" IHHOBALLI.

Kntouosi cnoBa: ocBita, ctanuii po3sutok, MBA, iHHOBaLLT.
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Introduction

The importance of human capital
toward individual and national eco-
nomic welfare has been convincingly
demonstrated by multiple researchers
throughout a number of years (Beck-
er, 1964; Heckman et al., 2006). How-
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This article contributes management insight into the economic debate on the pri-
macy of national human capital or national institutions in national economic develop-
ment. The article utilized TIMSS Assessment results and the World Competitiveness
Reports data for its statistical analysis via the use of multiple regressions. According to
the statistical analysis, national human capital has significantly less effect on national
economic development that the national institutional measures. The article employed
the Multilevel theory of organizations to explain this phenomenon and extrapolated it
to the level of a country. The Multilevel model of human capital creation explains how
the collective organizational human capital resource is created out of individual-level
organizational members’ knowledge, skills and abilities thanks to the presence of en-
abling factors. The article shows that national institutions are such enabling factors on
country level. Utilization of the human capital resource of a country’s citizens is medi-
ated by the factor of national institutions. With the absence of high quality institutions
individual human capital of a country’s citizens does not agglomerate into the national
human capital resource. Unless open and transparent well-developed national institu-
tions exist, the country will not have good economic development even though the
human capital level of its citizens is adequate. Investing money in education without
building a system of strong national institutions will not bring the desired results.

Keywords: multilevel theory of organization, national human capital, national institu-
tions, national economic development.
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ever, different aspects of this global cussion in academic literature on this

issue still need to be dealt with. One
of such aspects is the question of the
primacy of national human capital or
national institutions toward national
economic development. There is dis-

National Human Capital or National Institutions: Multilevel Theory Perspective

issue, which has produced two differ-
ent opinions. One group of research-
ers states that the most important
determinant of economic growth is
human capital of the country (Glaes-
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er et al., 2004; Hanushek & Woess-
mann, 2010; Hanushek & Woessmann,
2016). This group of authors stresses
that better human capital leads to
the development of good institutions
and higher levels of economic growth.
They propose that economic "growth
rates can be considered as a function
of workers' skills along with other
systematic factors... This formulation
suggests that nations or states with
more human capital tend to contin-
ue to make greater productivity gains
than nations or states with less hu-
man capital” (Hanushek et al., 2017, p.
450). This group of authors suggests
that “"developing countries have room
for improving their economic perfor-
mance by moving toward better insti-
tutions. Once they have corrected the
imperfect economic institutions, they
must return on relying on knowledge
capital for any further improvements
in growth” (Hanushek & Woess-
mann, 2016, p.15). Another group of
researchers argues that differences
in economic institutions is the major
source of cross-country differences in
economic development and prosper-
ity (Acemoglu et al., 2004; Glaeser et
al., 2004; Acemoglu & Robinson, 2012;
Acemoglu et al, 2014; Constantine,
2017), and that “correcting imperfect
economic institutions” is often impos-
sible. These authors state that "eco-
nomic institutions are social decisions
chosen for their consequences.” (Aced-
moglu et al., 2004, p.2). Consequently,
it is impossible to simply correct the
institutions in such countries. National
human capital does lead to economic
growth but only in the environment of
effective economic institutions.

This article studies the raised issue
by utilizing international statistical
data on human capital, national insti-
tutions and GDP. Following Introduc-
tion, the second section of the paper
evaluates statistical data in search of
measured relationships between GDP,
human capital and institutions. The
third section of the paper provides
insights for these discoveries from
Management perspective while the
fourth section provides conclusions
and suggestions.

Statistical Analysis

This Section establishes statistical rela-
tionships between national economic
development, national human capital
and national institutions. It provides
grounds for the choice of proxies for
these factors.

Data

To establish relationship between na-
tional GDP, national human capital and
national institutions, the first step is to
establish measures of these factors.
How can human capital be proxied?
Historically, most of research on hu-
man capital utilized the measure of
years of schooling as the only measure
of human capital. During the past de-
cade, however, it has been suggested
that other proxies needed to be used
together with or instead of the school
attainment measure as the school at-
tainment measure has low explana-
tory power (Flossmann, et al, 2007;
Lundberg, 2017). A number of authors
(Hanushek & Woessmann, 2008; Ha-
nushek et al,, 2017) developed a hu-
man capital measure which is a mea-
sure of variation in cognitive skills of
workers, suggesting that measure to
be a better measure of human capi-
tal than the school attainment factor.
Following the educational production
function literature, variation in cogni-
tive skills (i.e. "knowledge capital”) can
be used as a direct measure of human
capital input into empirical analysis
of economic growth (Hanushek et al.,
2017). Such a measure is a composite
measure of cognitive skills developed
by different sources (school, family
and individual talent and ability) (Ha-
nushek & Woessmann, 2012). The
real importance for economic welfare
on the individual or national levels is
not simply in the number of school
years that workers bring to the labor
market, but their cognitive skills pro-
duced during those years (Heckman
et al, 2006; Anger & Heineck, 2010;
Hanushek & Woessmann, 2012; Ha-
nushek, 2017). Consequently, a cogni-
tive skills measure is a good index of

skill differences of workers and a good
measure of human capital.

The difficulty is that a direct mea-
sure of cognitive skills in the labor
force does not exist. At the same time,
the measure of skills in the student
body adjusted for the time when they
entered the workforce can be a good
proxy of this factor (Hanushek et al,
2017). Consequently, the proxy of cog-
nitive skills measure is the measure of
educational achievement across coun-
tries, which is collected via internation-
al achievement tests.

In the analysis of this article, the
TIMSS Assessment statistics was uti-
lized to measure the human capital
factor and the Global Competitiveness
Report statistics provided data on the
institutional factor. TIMSS (The Trends
in International Mathematics and Sci-
ence Study) is the assessment of 4" and
8" grade student achievement in Math
and Science conducted by the Interna-
tional Association for the Evaluation of
Educational Achievement every four
years in more than 60 countries since
1959 (Mullis et al., 2008; Martin et al.,
2008; IEA, 2019; NCES, 2019 a; NCES
2019 b).The Global Competitiveness
Report is a yearly report published by
the World Economic Forum for a num-
ber of years (WEF, 2019). The Report
ranks about 140 countries based on
macroeconomic and business aspects,
including such pillars of competitive-
ness as institutions, infrastructure and
macroeconomic framework.

In the analysis in this paper, data
for 42 countries was used. The article
utilized TIMSS Assessment results for
the Math and Science international
test scores for the 8" grade students
for 2007 (Mullis et al., 2008; Martin
et al, 2008; IEA, 2019; NCES, 2019 a;
NCES 2019 b). Students who were in
the 8" grade in 2007, graduated from
the grade school in 2011 (assuming
the 12-grades system), and graduated
from a four-year college in 2015. This
means that in 2016 such students were
fully involved in the labor force. For
countries which have a grade school
system shorter than the 12-grades,
such students fully joined the labor
force even earlier. Those students, who
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did not attend college, also joined the
labor force earlier and by 2016 were
fully involved into the labor force. This
means that the human capital proxy of
Math and Science test scores of the 8"
grade students measured in 2007 can
be used together with the respected
countries macroeconomic and insti-
tutional data of 2016. The data on in-
stitutions came from the World Com-
petitiveness Report 2017-2018 (WEF,
2017), which presents the actual data
for 2016.

A number of authors (Acemoglu
et al., 2014; Hanushek & Woessmann,
2016) suggested that among diverse
institutions factors, the factor of Se-
curity of Property Rights strongly af-
fected economic development, as it
provided secure property rights for a
broad cross-section of society. That
was why two such measures (Securi-
ty of Property Rights and Intellectual
Property Rights Protection) were cho-
sen for the analysis on behalf of the In-
stitutions factors. The researchers also
stated that political institutions which
placed checks on those who held po-

litical power were useful for the emer-
gence of good economic institutions.
That was why two more institutions
measures of Judicial independence
and Irregular Payments and Bribes
were also utilized.

Consequently, the following vari-
ables were used in the analysis: GDP
per capita, Security of Property Rights,
Intellectual Property Rights Protection,
Judicial Independence, Irregular Pay-
ments and Bribes, Math test scores,
Science test scores. All variables in the
analysis were standardized.

Data analysis

As the first step, simple regression
analyses with GDP p/c as the depen-
dent variable and individual human
capital and institutional measures
as independent variables (Math test
scores, Science test scores, Security of
Property Rights, Intellectual Property
Rights Protection, Judicial indepen-
dence and Bribes) were conducted.
Because of the total number of obser-
vations utilized equaled to 42 the use
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of independent variables in a multiple
regression was chosen to be four max-
imum.

According to the results reported
in Table 1, all independent variables
are individually significant and affect
GDP, although human capital variables
are less statistically significant and in-
fluence GDP to less degree than the in-
stitutional factors. The fit of the mod-
els with the human capital variables is
much smaller than the fit of the model
with institutional factors. Amount of
variation in GDP as explained by the
model with the human capital vari-
ables is only 8.2% and 7.4% respec-
tively, while the institutional variables
explain the variation at the level of
almost 70%. One standard deviation
change in the human capital variables
leads to change in GDP for only at the
level of 0.3 SD, while this number ris-
es to 0.7-0.8 SD when the institutional
variables are utilized.

Further analyses show that human
capital factor is not always significant,
while most of institutions factors are
always significant.

Table 1. Simple Regressions Results for Six Equations with Gdp P/C As the Dependent Variable and Human Capital
and Institutional Variables as the Individual Independent Variables of Simple Regressions

Equation 1 Equation 2 Equation 3 Equation 4 Equation 5 Equation 6

Math (human
capital variable)

Bribes (institu-
tional variable)

Intellectual (insti-
tutional variable)

Judicial (institu-
tional variable)

Science (human
capital variable)

Property (institu-
tional variable)

F-stat 4.67* 4.25* 57477 59.66*** 86.7*** 82.75%**
Adj R? 0.082 0.074 0.579 0.589 0.676 0.666
Bstd 0.322 0.306 0.768 0.774 0.827 -0.821
t-test 2.16* 2.06* 7.58%** 7727 9.37*** -9.10%**
N 42 42 42 42 42 42
Note. F-Stat = the fit of the model

Math = Math test scores

Science = Science test scores

Property = security of property rights

Judicial = judicial independence

Intellectual = intellectual property rights protection
Bribes = irreqular payments and bribes

Adj R? = amount of variation in dependent variable ex-
plained by variation in independent variable

Bstd = standardized coefficient

t-test = test statistic

* = Significant at 0.05 level

** = Significant at 0.01 level

*** = Significant at 0.001 level

N = number of observations
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The second step of the analysis
was conducting multiple regression
analyses with individual human capi-
tal factors (either Math or Science test
scores) and two institutional factors.

The following four Tables (Tables
2-5) report on the results of these anal-
yses. According to the results reported
in Tables 2-5, in multiple regression
analyses with three independent vari-
ables, the human capital factors stop
being significant, while institutional
variables continue being significant.

Table 3 reports on the relationships
between individual human capital vari-
ables and such institutional variables
as Judicial Independence and Irreg-
ular Payments and Bribes. According

to the reported results, both institu-
tional variables are statistically signif-
icant and have strong affect on GDP.
One standard deviation increase on
these variables leads to about 0.5 SD
increase in national GDP p/c. At the
same time, human capital variables are
not significant.

Table 4 reports on the relationships
which include such institutional vari-
ables as Intellectual Property Rights
Protection and Judicial Independence.
According to the results, the Intellec-
tual Property Protection variable is sig-
nificant at 0.01 level, affecting GDP at
the level of b equal 0.524 and 0.536 re-
spectively. The Judicial Independence
variable is significant at 0.1 level, while

human capital variables are not signif-
icant.

Table 5 reports on the relationships
which include such institutional vari-
ables as Security of Property Rights
and Judicial Independence. Property
Rights variable turns out to be not sig-
nificant, while Judicial Independence
variable is significant with b at the level
of 0.480-0.510.

Table 6 reports on the analysis of
the effect of individual human capital
variables (Math and Science test scores
separately) and three institutional vari-
ables: Security of Property Rights, Ju-
dicial Independence and Bribes vari-
ables on national GDP. Similarly to the
results reported in the previous Tables,

Table 2. Multiple Regressions Results for Two Equations with Gdp P/C as the Dependent Variable
and Selected Human Capital and Institutional Variables as Independent Variables

Math (human capital

Science (human cap-

Intellectual (institu-

Bribes (institutional

variable) ital variable) tional variable) variable)
Equation 1
t-test not sig 2.74™ -2.46™
Bstd not sig 0.465 -0.418
F-stat 33.95™
Adj R? 0.707
N 42
Equation 2
t-test not sig 275" 245"
Bstd not sig 0.465 -0.419
F-stat 33.95™
Adj R? 0.707
N 42
Note. F-Stat = the fit of the model

Math = Math test scores
Science = Science test scores

Intellectual = intellectual Property Rights Protection
Bribes = Irregular Payments and Bribes

Adj R? = amount of variation in dependent variable ex-
plained by variation in independent variable

Bstd = standardized coefficient
t-test = test statistic

“ = Significant at 0.05 level
“ = Significant at 0.01 level
“* = Significant at 0.001 level
N = number of observations
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Table 3. Multiple Regressions Results for Two Equations with Gdp P/C as the Dependent Variable
and Selected Human Capital and Institutional Variables as Independent Variables

Math (human capital  Science (human capi- Judicial (institutional  Bribes (institutional

variable) tal variable) variable) variable)
Equation 1
t-test not sig 2.29° -2.94%
Bstd not sig 0.361 -0.493
F-stat 3164 ™
Adj R? 0.692
N 42
Equation 2
t-test not sig 2.25° -3.04
Bstd not sig 0.352 -0.505
F-stat 31417
Adj R? 0.690
N 42
Note. F-Stat = the fit of the model

Math = Math test scores

Science = Science test scores

Judicial = judicial independence

Bribes = irregular payments and bribes

Adj R? = amount of variation in dependent variable ex-
plained by variation in independent variable

Bstd = standardized coefficient

t-test = test statistic

although the human capital variables
are not significant, most of institution-
al variables (except for the Security of
property rights) continue to be strong-
ly significant and have strong positive
relationship with GDP.

Table 7 reports on the analysis
which included both human capi-
tal variables (Math and Science test
scores) and individual Institutional vari-
ables separately. All institutional vari-
ables are significant, while the human
capital variables are not significant.

Table 8 reports on the results on
multiple regressions which includ-
ed both human capital variables and
two out of four institutional variables.
According to the reported results, all
institutional variables except for Secu-

*= Significant at 0.05 level
= Significant at 0.01 level
™ = Significant at 0.001 level
N = number of observations

rity of Property Rights are significant
and powerfully affect GDP, while the
human capital variables are not signif-
icant.

Overall, according to this analysis,
national human capital (as proxied by
Math and Science test scores) has sig-
nificantly less effect on national eco-
nomic development that the institu-
tional measures (Security of Property
Rights, Judicial Independence, Intel-
lectual Property Rights Protection and
Irregular Payments and Bribes). Some
countries with good level of human
capital resources do not have good
economic development, while others
do. This analysis provides some evi-
dence that the factor which makes the
difference is the institutions factor.
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The next section of the article deals
with some theoretical explanation of
this phenomenon.

Theoretical Background

This paper tries to find the reason for
the low affect of human capital on
economy when institutions are con-
trolled for. It attempts to develop a
more specific theoretical explanation
that describes the process of interac-
tion between human capital, institu-
tions and national welfare. In its at-
tempt to explain low affect of national
human capital on national economic
development this paper utilizes in-
sights from Management literature.
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Table 4. Multiple Regressions Results for Two Equations With Gdp P/C as the Dependent Variable
and Selected Human Capital and Institutional Variables as Independent Variables

Math (human capital

Science (human cap-

Intellectual (institu-

Judicial (institutional

variable) ital variable) tional variable) variable)
Equation 1
t-test not sig 287 1.86 (sig at 0.1.level)
P>t not sig 0.007 0.071
Bstd not sig 0.524 0.320
F-stat 3123
Adj R? 0.689
N 42
Equation 2
t-test not sig 2.99% 1.83 (sig at 0.1 level)
P>t not sig 0.005 0.075
Bstd not sig 0.536 0.31
F-stat 31127
Adj R? 0.688
N 42
Note. F-Stat = the fit of the model

Math = Math test scores

Science = Science test scores

Intellectual = intellectual property rights protection
Judicial = judicial independence

Adj R? = amount of variation in dependent variable explained
by variation in independent variable

Bstd = standardized coefficient

t-test = test statistic

*= Significant at 0.05 level

= Significant at 0.01 level

™ = Significant at 0.001 level

N = number of observations

More specifically, the paper grounds
its rationale for explaining the rela-
tionship between human capital, insti-
tutions and GDP within the Multilevel
theory. It employs this theory on an or-
ganizational level of a country, there-
fore a country is a unit of analysis.

Management literature insights

Resource-Based View of the firm sug-
gests that a good understanding of a
macro-level construct requires an un-
derstanding of its subsystems, which
means that firm-level constructs are

created by lower-level psychological
and behavioral mechanisms (Wright et
al., 1994; Wright, et al., 2001; Wright &
Haggerty, 2005; Felin & Hesterly, 2007;
Teece, 2007). The Dynamic Capabilities
View of the firm suggests that an or-
ganization's resource base, including
human resources, is created through
processes which change in response to
their environment (Helfat et al., 2007;
Maritan & Peteraf, 2007). This means
that creation of organization-wide
human capital needs to be studied in
terms of its component parts (individ-
ual human capital) and the environ-

ment which influences how these indi-
vidual components are agglomerated
into a higher level construct.

This is why this paper suggests us-
ing the Multilevel theory to studying
the national human capital resource
creation, as this theory takes into
consideration both of the mentioned
above aspects. Multilevel theory deals
with explaining, how constructs and
processes are related across levels
of analysis (Ostroff & Bowen, 2000;
Bowen & Ostroff, 2004; Ployhart &
Weekley, 2006; Ployhart & Moliterno,
2011). Multilevel research deals with
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Table 5. Multiple Regressions Results for Two Equations with GDP p/c as the Dependent Variable
and Selected Human Capital and Institutional Variables as Independent Variables

Math (human capital

Science (human cap-

Property (institution-

Judicial (institutional

variable) ital variable) al variable) variable)
Equation 1
t-test not sig not sig 2.57%
Bstd not sig not sig 0.510
F-stat 25.14™
Adj R? 0.639
N 42
Equation 2
t-test not sig not sig 2.44°
Bstd not sig not sig 0.480
F-stat 25.04%
Adj R? 0.638
N 42
Note. F-Stat = the fit of the model

Math = Math test scores

Science = Science test scores
Property = Security of property right
Judicial = judicial independence

the emergence process, explaining
how phenomena at lower levels are
organized to emerge as a higher-lev-
el construct which is distinct from its
lower-level original parts. Kozlowski
and Klein (2000) state that a phenom-
enon is emergent when “it originates
in ... characteristics of individuals, is
amplified by their interactions, and
manifests as a higher-level, collective
phenomenon” (p. 55).

According to a number of authors
(Wright et al., 1994; Wrigh et al., 2001;
Wright & Haggerty, 2005; Abell et al,
2008), the roots of organizational hu-
man capital lie at the individual level
of individual employees’ knowledge,
skills, abilities and other characteristics
(KSAO:s). Ployhart et al. (2006) empha-

Adj R? = amount of variation in dependent variable ex-
plained by variation in independent variable
Bstd = standardized coefficient

t-test = test statistic

“= Significant at 0.05 level
= Significant at 0.01 level
= Significant at 0.001 level
N = number of observations

size cross-level origin of the organiza-
tional human capital resource, defining
the level of theory for organizational
human capital resource at the unit lev-
el, but identifying its origins in the indi-
vidual KSAOs. Consequently, Ployhart
and Moliterno (2011, p.128) define hu-
man capital resource as “a unit — level
resource that is created from the emer-
gence of individual's KSAOs," where
the term unit refers generically to the
organizational level of interest (firm,
business unit, division, group, or team).
The Multilevel Model of human capital
creation explains how the collective
organizational human capital resource
originates in individual-level organiza-
tional members' KSAOs via the driver
of the transformative process — the
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“emergence enabling process” (Ploy-
hart & Moliterno, 2011).

According to the Multilevel theo-
ry, higher-and lower-level constructs
share some common features, yet are
distinct from one another (Chan, 1998).
This means that the organizational hu-
man capital resource, although it orig-
inates in the KSAOs of individual mem-
bers, is not identical to the individual
KSAOs because the determinants that
create KSAOs are different from the
ones which create the human capital
resource. What are the determinants
which create the organizational human
capital resource?

According to a number of authors
(Kozlowski & Ilgen, 2006; Ployhart &
Moliterno, 2011), these determinants
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Table 6. Multiple Regressions Results for Two Equations With Gdp P/C as the Dependent Variable
and Human Capital and Institutional Variables as Independent Variables

Property (insti-

Math (human Science (human Judicial (institu-  Bribes (institu-

capital variable)  capital variable) ;l:)tliec;nal i tional variable) tional variable)
Equation 1
t-test not sig not sig 2.06” -2.55™
Bstd not sig not sig 0.394 -0.532
F-stat 23.19™
Adj R? 0.684
N 42
Equation 2
t-test not sig not sig 1.99" -2.51™
Bstd not sig not sig 0.376 -0.536
F-stat 22.98™
Adj R? 0.682
N 42
Note. F-Stat = the fit of the model

Math = Math test scores

Science = Science test scores
Property = security of property rights
Judicial = judicial independence

Bribes = irregular payments and bribes

include the unit's (organizational) task
complexity and emergence-enabling
factors such as behavioral, cognitive
and affective processes which exist
among organizational members in the
organizational environment. In other
words, these are the task content and
how unit members act, think and feel.
Task complexity term includes the
demands of the organizational task.
Behavioral, cognitive and affective
factors "establish the social environ-
ment that facilitates and supports the
emergence of human capital resourc-
es” (Ployhart & Moliterno, 2011, p.
137). If these factors are not present,
then organizational human capital re-
source cannot be formed. According

Adj R? = amount of variation in dependent variable explained by varia-

tion in independent variable
Bstd = standardized coefficient
t-test = test statistic

*= Significant at 0.05 level

™ = Significant at 0.01 level

™ = Significant at 0.001 level

N = number of observations

to Wright et al (1994, p.304), “charac-
teristics of individuals do not provide
value to the firm unless they are uti-
lized through employee behavior”
Let's discuss the behavioral, cogni-
tive and affective factors in more details.
Behavioral factor includes coordi-
nation, communication and regulatory
processes that exist among organiza-
tional members. These processes make
individuals" behavior interdependent
(Ployhart & Moliterno, 2011). These
processes are the actual behavior which
organizational members employ while
fulfilling the demands of the task.
Behavioral factor is present if orga-
nizational members coordinate their
work toward achieving the task goal,

if they have established effective com-
munication process which helps them
in their work, and if the regulatory pro-
cesses which guide the work and inter-
action are present and clear for every-
one. Unit regulations include monitor-
ing and regulating of behavior in terms
of the organizational goals and actions
toward other organizational members
(Marks et al, 2001). If these factors
are present, individual KSAOs become
complementary. However unless ef-
fective regulatory process exists, unit
members will not be able to coordi-
nate their work and communicate well.

Cognitive factor includes the or-
ganization’s climate, memory and
learning (Hinsz et al., 1997; Ployhart &
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Table 7. Multiple Regressions Results for Four Equations with Gdp P/C as the Dependent Variable

and Human Capital and Institutional Variables as Independent Variables

Math (human  Science (hu-  Property Judicial (in- Intellectual Bribes
capital vari- man capital (institutional  stitutional (institutional  (institutional
able) variable) variable) variable) variable) variable)
Equation 1
t-test not sig not sig 7.04™
Bstd not sig not sig 0.738
F-stat 19.93™
Adj R? 0.581
N 42
Equation 2
t-test not sig not sig 7677
Bstd not sig not sig 0.744
F-stat 23.43™
Adj R? 0.621
N 42
Equation 3
t-test not sig not sig 837
Bstd not sig not sig 0.816
F-stat 27.58™
Adj R? 0.660
N 42
Equation 4
t-test not sig not sig -8.15™
Bstd not sig not sig -0.814
F-stat 26.26™
Adj R? 0.649
N 42
Note. F-Stat = the fit of the model

Math = Math test scores

Science = Science test scores

Property = security of property rights

Judicial = judicial independence

Intellectual = intellectual property rights protection
Bribes = irregular payments and bribes

Adj R* = amount of variation in dependent variable ex-
plained by variation in independent variable

Bstd = standardized coefficient

t-test = test statistic

*= Significant at 0.05 level

= Significant at 0.01 level

™ = Significant at 0.001 level

N = number of observations
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Table 8. Multiple Regressions Results for Four Equations with Gdp P/C as the Dependent Variable
and Human Capital and Institutional Variables as Independent Variables

Math (hu- Science (hu- Intellectual  Bribes C e Property
man capital man capital (institutional (institutional Jalljs;c:izlb(llg)stltutlon- (institutional
variable) variable) variable) variable) variable)
Equation 1
t-test not sig not sig 2707 -2.42°
P>t not sig not sig 0.01 0.021
Bstd not sig not sig 0.465 -0.419
F-stat 24.79™
Adj R? 0.699
N 42
Equation 2
t-test not sig not sig -2.90™ 2.26"
P>t not sig not sig 0.006 0.030
Bstd not sig not sig -0.494 0.360
F-stat 23117
Adj R? 0.683
N 42
Equation 3
t-test not sig not sig 283" 1.83 (sig at 0.1 level)
P>t not sig not sig 0.008 0.075
Bstd not sig not sig 0.524 0.320
F-stat 22.817"
Adj R? 0.680
N 42
Equation 4
t-test not sig not sig 2457 not sig
P>t not sig not sig 0.019 not sig
Bstd not sig not sig 0.500 not sig
F-stat 18.42™
Adj R? 0.630
N 42
Note. F-Stat = the fit of the model
Math = Math test scores Adj R? = amount of variation in dependent variable ex-
Science = Science test scores plained by variation in independent variable
Intellectual = intellectual property rights protection Bstd = standardized coefficient
Judicial = judicial independence t-test = test statistic

“= Significant at 0.05 level
= Significant at 0.01 level
= Significant at 0.001 level
N = number of observations
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Moliterno, 2011). Unit climate “reflects
the members' shared perceptions of
the unit's leadership, goals, expecta-
tions and what is valued and reward-
ed..., the norms, through which unit's
members interact and communicate”
(Ployhart & Moliterno, 2011, p. 138).
Unit memory includes the knowledge
held by the organizational members.
This knowledge includes knowledge
about each other and knowledge of
work processes (Klimovski & Moham-
med, 1994). Unit learning includes the
unit's ability to acquire and transfer in-
formation and knowledge.

Presence of this factor is evident
when the organizational members
have shared perception of what is val-
ued and rewarded in the organization.
They have shared perception about or-
ganizational leadership, expectations
and goals. Knowledge and information
are transferred effectively through the
organization. However, if organization-
al members do not have a clear un-
derstanding of what is valued in their
unit, if they do not share expectations
toward what behavior is rewarded, if
they hide valuable knowledge from
each other, this means that this cogni-
tive factor is absent.

Affective factor is the emotional ties
between organizational members. This
includes unit cohesion, trust and mood.
The stronger the organizational cohe-
sion, the better the organization per-
forms and deals with difficulties (Ale-
sina et al,, 2003; Easterly et al., 2006).
The higher the degree of organization-
al trust, the more likely organization-
al members transfer ideas and infor-
mation among each other (Oldham,
2003). With low degree of trust, or-
ganizational members often withhold
relevant information. Organizational
affect represents emotional orientation
of members and emotional state of
entire organization. Positive emotional
state enhances sharing of knowledge,
creation of new ideas and improves
organizational communication and ex-
change. Organizational human capital
resource does not emerge unless em-
ployees are willing to trust each other
and share their knowledge with each
other. They also need to work inter-

dependently and communicate well
(Mesmer-Magnus & DeChurch, 2009).

Presence of this factor is evident
when organizational members feel
like "swimming together in one boat"
which is the result of a certain level of
organizational cohesion. In such a case
organizational members experience
trust and commitment toward one an-
other. They are willing to support each
other, and are open to knowledge shar-
ing and dissemination, to open cre-
ation of new ideas. People believe that
other members’ input toward common
organizational performance is fair and
adequate. Consequently, they them-
selves are willing to adequately con-
tribute toward the common goal.

The human capital resource that
gets formed is a function of all these
factors: behavioral, cognitive and af-
fective. According to Ployhart and
Moliterno (2011, p.137), "these states
must exist in some form if human cap-
ital resource emergence is to occurin a
manner valuable for the unit" It means
that even though organizational mem-
bers had outstanding level of their in-
dividual KSAOs, in the situation of the
absence of the emergence-enabling
environment these KSAOs will not cre-
ate the human capital resource on the
organizational level.

Discussion and Conclusion

Let's now discuss each of these factors
in terms of a country.

Behavioral factor. In terms of a
country this factor means that unless
effective regulatory processes exist,
people in the country will not be able
to coordinate their work well, their in-
teraction will not be orderly, neither
they will be able to hear each other
as the communication process will
not establish effective communication
channels. Even if people had good lev-
el of individual human capital, these
individual human capitals will not ag-
glomerate to create national human
capital resource.

All of the mentioned above as-
pects — coordination, communication,
regulatory — are the area of respon-
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sibility of national institutions. This is
what national institutions are for. They
establish the regulatory, coordination
and communication processes which
govern behavior of those living in a
country and uphold behavior to a re-
quired standard. A broad definition
of an institution as a well-established
structural arrangement which is a part
of society and is devoted to sustaining
of a particular cause (Acemoglu et al.,
2004) fully supports this idea. Thus,
we can say that the Behavioral factor
of the human capital resource emer-
gence process is in reality a part of the
national institutions factor.

Cognitive factor. In terms of a
country this factor means that unless
shared “rules of the game” exist, and
unless these “rules of the game” are
applied equally to every person in the
country, people will not be able to have
shared perceptions. They will have dif-
ferent views on what the norms are,
they will have different views on what
is valuable and what is rewarded, they
will have different opinions on what
leadership is. Even though people had
adequate level of individual human
capital, these individual resources will
not agglomerate into national human
capital resource without presence of
the cognitive factor aspects. Once
again, all of the mentioned above as-
pects which are necessary for individu-
al human capitals to form the national
human capital resource are regulated
by national institutions. National in-
stitutions establish such “rules of the
game.” The Cognitive factor of the hu-
man capital resource emergence pro-
cess in reality belongs to the national
institutions factor.

Affective factor. In terms of a coun-
try this factors means that unless na-
tional cohesion exists, people in the
country will be divided into small
competing groups, they will not be
able to trust each other, and general
positive and optimistic mood will not
be prevailing in the country. Organi-
zational cohesion will not be created
by itself. It is consequence of effective
work of established certain structures,
which hold the society together. Such
structures are national institutions. In
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fact, as Easterly, Ritzen, and Woolcock
(2006, p.104) put it, "key development
outcomes... should be more likely as-
sociated with countries governed by
effective public institutions, and...
those institutions, in turn, should be
more likely found in socially cohesive
societies.” Thus, it is possible to state
that the Affective factor of the human
capital resource emergence-enabling
process is in reality a part of the na-
tional institutions factor.

What does it mean on the nation
al level? On the national level, peo-
ple in a country may have good ed-
ucational level, but if the emergence
enabling factors are not present, this
education will not create the national
human capital resource, which works
toward national economic develop-
ment. Individual human capital will be
wasted on national level. Furthermore,
the country will be constantly losing
its human capital to other countries
which will attract the talent. As we see,
these emergence enabling factors can
be suggested to include the national
institutions factor.

As has been shown in the statistical
analysis and subsequent theoretical
explanation, unless open and trans-
parent well-developed national insti-
tutions exist, the country should not
hope for good economic development
even though the human capital level of
its citizens is adequate. Investing mon-
ey in education without building a sys-
tem of fair honorable national institu-
tions will not bring the desired results.
At the same time, building national in-
stitutions and developing national hu-
man capital should go hand-in-hand
for sustained national welfare. Without
adequate level of national human cap-
ital, there are no good candidates to
appoint for positions in national insti-
tutions even though the national insti-
tutions were well-built.

References

1. Abell, P, Felin, T, & Foss, N. (2008). Build-
ing microfoundations for the routines,
capabilities, and performance links. Man-
agerial and Decision Economics, 29(6),
489-502.

10.

11.

12.

13.

14.

Acemoglu, D., Johnson, S., & Robinson,
J. (2004). Institutions as the fundamental
cause of long-run growth. NBER Work-
ing Paper Series. Working Paper 10481.
National Bureau of Economic Research.
Cambridge, MA.

Acemoglu, D,, & Robinson, J. (2012). Why
nations fail. The origins of power, pros-
perity and poverty. New York, NY: Crown
Publishers.

Acemoglu, D, Gallego, F, & Robonson, J.
(2014). Institutions, human capital and de-
velopment. NBER Working Paper Series.
Working Paper 19933. National Bureau of
Economic Research. Cambridge, MA.
Alesina, A. Devleeschauwer, A. Easter-
ly, W, Kurlat, S., & Wacziarg, R. (2003).
Fractionalization. Journal of Economic
Growth, 8, 155-194.

Anger, S., & Heineck, G. (2010). Cogni-
tive abilities and earnings-first evidence
for Germany. Applied Economics Letters,
17(7), 699-702.

Becker, G. (1964) Human capital. New
York, NY: National Bureau of Economic
Research.

Boudreau, J. W, & Ramstad, P M. (2005).
Talentship, talent segmentation, and sus-
tainability: A new HR decision science par-
adigm for a new strategy definition. Hu-
man Resource Management, 44, 129-136.
Bowen, D, & Ostroff C. (2004). Under-
standing HRM-firm performance linkag-
es: The role of the strength of the HRM
system. Academy of Management Re-
view, 29(2), 203-221

Chan, D. (1998). Functional relations
among constructs in the same content
domain at different levels of analysis: A
typology of composition models. Journal
of Applied Psychology, 83, 234-246.
Constantine, C. (2017). Economic structures,
institutions and economic  performance.
Journal of Economic Structures, 6(2), 1-18.
Easterly, W, Ritzen, J, & Woolcock, M.
(2006). Social cohesion, institutions and
growth. Economics and Politics, 18(2),
103-120.

Felin, T, & Hesterly, W. S. (2007). The
knowledge-based view, nested heteroge-
neity, and new value creation: Philosoph-
ical considerations on the locus of knowl-
edge. Academy of Management Review,
32,195-218.

Flossmann, A., Piatek, R, & Wichert, L.
(2007). Going beyond returns to educa-
tion: The role of noncognitive skills on
wages in Germany. In the 2007 European
Meeting of the Econometric Society, Bu-
dapest, Hungary.

National Human Capital or National Institutions: Multilevel Theory Perspective BESL[

15. Glaeser, E, La Porta, R, Lopez-de-Silanes,
F, & Shleifer A. (2004). Do Institutions
Cause Growth? NBER Working Paper Se-
ries. Working Paper 10568. National Bureau
of Economic Research, Cambridge, MA.

16. Hanushek, E. (2017). For long-term eco-
nomic development, only skills matter. IZA
World of Labor 2017: 343. doi: 10.15185/
izawol.343.  Retrieved from: https://
www.semanticscholar.org/paper/Stan-
ford-University- %2C-USA- %2C-and-
IZA-%2C-Germany-For- %2C-Hanushek
/8287d78c655ef584a6b2bfle9477a20b-
65252fbf on Feb 10, 2019.

17. Hanushek, E., Ruhose, J, & Woessmann, .
(2017). Economic gains from educational
reform by US states. Journal of Human
Capital, 11(4), 447- 486.

18. Hanushek, E. A.,, & Woessmann, L. (2008).
The role of cognitive skills in economic
development. Journal of Economic Liter-
ature 46(3), 607-668.

19. Hanushek, E. A, & Woessmann, L. (2010).
Education and economic growth. In: P
Peterson, E. Baker, & B. McGaw, (Eds.),
International Encyclopedia of Education
(pp.245-252). Oxford: Elsevier.

20. Hanushek, E.A., &Woessmann, L. (2012).
Schooling, educational achievement and
Latin American growth puzzle. Journal of
Development Economics, 99(2), 497-512.

21. Hanushek, E. A., & Woessmann, L. (2016).
Skills, mobility and growth. In Ninth Fed-
eral Reserve System Community Devel-
opment Research Conference, Washing-
ton, D.C.

22. Heckman, J, Stixrud, J., & Urzua, S. (2006).
The effect of cognitive and noncogni-
tive abilities on labor market outcomes
and social behavior. NBER Working Pa-
per Series. NBER Working Paper 12006.
National Bureau of Economic Research.
Cambridge, MA.

23. Helfat, C,, Finkelstein, S., Mitchell, W.,, Pe-
teraf, M., Singh, H., Teece, D., & Winter, S.
(2007). Dynamic capabilities: Understand-
ing strategic change in organizations.
Malden, MA: Blackwell.

24. Hinsz, V. B., Tindale, R. S., & Vollrath, D. A.
(1997). The emerging conceptualization
of groups as information processors. Psy-
chological Bulletin, 121, 43-64.

25. Klimoski, R. J, & Mohammed, S. (1994). Team
mental model: Construct or metaphor?
Journal of Management, 20, 403 —437.

26. IEA (2019). Retrieved from: https://tims-
sandpirls.bc.edu/about.html on Feb 7, 2019

27. Kozlowski, S., & Klein, K. (2000). A multi-
level approach to the theory and research
in organizations: Contextual, temporal,

65

Volume: 2020, Issue: 4



Joint Scientific Journal

28.

29.

30.

3L

32.

33.

34.

35.

36.

37.

66

and emergent processes. In K. Klein &
S. Kozlowski (Eds.), Multilevel theory, re-
search, and methods in organizations:
Foundations, extensions, and new direc-
tions (pp. 3-90). San Francisco: Jossey-
Bass.

Kozlowski, S. W. J, & ligen, D. R. (2006).
Enhancing the effectiveness of work
groups and teams. Psychological Sciences
in the Public Interest, 7, 77-124.
Lippman, S. A, & Rumelt, R. P (2003). The
payments perspective: Micro-foundations
of resource analysis. Strategic Manage-
ment Journal, 24, 903-927.

Lundberg. S. (2017). Noncognitive skills
and human capital. Retrieved from:
http://www.nber.org/chapters/c13701 on
Jan 29, 2018.

Maritan, C. A, & Peteraf, M. A. (2007).
Dynamic capabilities and organizational
processes. In C. Helfat, S. Finkelstein, W.
Mitchell, M. Peteraf, H. Singh, D. Teece, &
S. Winter (Eds.), Dynamic capabilities: Un-
derstanding strategic change in organiza-
tions (pp. 30-46). Malden, MA: Blackwell.
Marks, M. A., Mathieu, J. E., & Zaccaro, S.
J. (2001). A temporally based framework
and taxonomy of team processes. Acade-
my of Management Review, 26, 356-376.
Martin, M.O., Mullis, LVS., & Foy, P (2008).
TIMSS 2007 International Science Report:
Findings from IEAS Trends in Internation-
al Mathematics and Science Study at the
Fourth and Eighth Grades. Chestnut Hill,
MA: TIMSS & PIRLS International Study
Center, Boston College.

Mesmer-Magnus, J. R, & DeChurch, L.
A. (2009). Information sharing and team
performance: A meta-analysis. Journal of
Applied Psychology, 94, 535-546.

Mullis, 1V.S., Martin, M.O., & Foy, P (2008).
TIMSS 2007 International Mathemat-
ics Report: Findings from IEAS Trends in
International Mathematics and Science
Study at the Fourth and Eighth Grades.
Chestnut Hill, MA: TIMSS & PIRLS Interna-
tional Study Center, Boston College.
NCES National Center for Education
Statistics (2019 a). Average mathematics
scores of fourth-and eighth-grade stu-
dents, by country, 2007. Retrieved from:
https://nces.ed.gov/timss/table07_1.asp
on Feb 10, 2019.

NCES National Center for Education Sta-
tistics (2019 b). Average science scores
of fourth-and eighth-grade students, by
country, 2007. Retrieved from: https://
nces.ed.gov/timss/table07_3.asp on Feb
10, 2019.

Volume: 2020, Issue: 4

38

39.

40.

41.

42.

. Oldham, G. R. (2003). Stimulating and
supporting creativity in organizations. In
S. E. Jackson, M. A. Hitt, & A. S. DeNisi
(Eds.), Managing knowledge for sustained
competitive advantage (pp. 243-273).
San Francisco: Jossey-Bass.

Ostroff, C., Bowen, D.E. (2000). Moving
HR to a higher level: HR practices and or-
ganizational effectiveness. In KK. Klein &
S.W.J. Kozlowski (Eds.), Multilevel theory,
research, and methods in organizations:
Foundations, extensions and new direc-
tions (pp.211-266). San Francisco, CA:
Jossey-Bass.

Ployhart, R. E., Weekley, J. A, & Baugh-
man, K. (2006). The structure and function
of human capital emergence: A multilev-
el examination of the attraction-selec-
tion-attrition model. Academy of Man-
agement Journal, 49(4), 661-677.
Ployhart, R. E, Moliterno, T. P (2011).
Emergence of the human capital re-
source: A Multilevel Model. Academy of
Management Review, 36(1), pp 127-150.
Skaggs, B. C., & Youndt, M. (2004). Stra-
tegic positioning, human capital, and
performance in service organizations: A
customer interaction approach. Strategic
Management Journal, 25, 85-99.

43.

44,

45.

46.

47.

48.

Teece, D. J. (2007). Explicating dynamic
capabilities: The nature and microfoun-
dations of (sustainable) enterprise perfor-
mance. Strategic Management Journal,
28, 1319-1350.

WEF, the World Economic Forum (2017).
The Global Competitiveness Report
2017-2018. Retrieved from: https://www.
weforum.org/reports/the-global-com-
petitiveness-report-2017-2018 on Feb 7,
2019.

WEF, the World Economic Forum (2019).
Retrieved from: https://www.weforum.
org/ on Feb 5, 2019.

Wright, P M., McMahan, G. C., & McWil-
liams, A. (1994). Human resources and
sustained competitive advantage: A re-
source-based perspective. International
Journal of Human Resource Manage-
ment, 5(2), 301-326.

Wright, P M., Dunford, B., & Snell, S. A.
(2001). Human resources and the re-
source based view of the firm. Journal of
Management, 27(6), 701-721.

Wright, P M., & Haggerty, J. J. 2005. Miss-
ing variables in theories of strategic hu-
man resource management: Time, cause,
and individuals. Management Revue, 16,
164-173.

Bepxoensad O. O.

HauioHanbHUiA IloACbKMIA KaniTas abo HalioHaNbHi iIHCTUTYLT:
nornApa 3 nepcnekTuBu 6aratopiBHeBOI Teopii opraHisawii

Lla cTaTTa BHOCWTb CBIl BHECOK B EKOHOMIYHI AebaTh NpO BepXOBEHCTBO
HaLioHaNbHOrO NHOACHKOro Kamitany abo HauioHaNbHWX IHCTUTYTIB Y HaLio-
HaNbHOMY E€KOHOMIYHOMY PO3BWTKY. Y CTaTTi A8 CTaTUCTUYHOrO aHanidy BuU-
KopucToByBanucs pesynstati TIMSS Assessment i gaHi World Competitiveness
Reports Ak 3MiHHI B PIBHAHHAX MHOXWHHWX perpecii. 3rigHo 3i CTaTUCTUYHUM
aHaNi30M HallioHabHWIN NFOACBKWIA KaniTan HaZa€e 3Ha4YHO MEHLUWNIA BRAMB Ha
HaLiOHaNbHWI €KOHOMIYHWIA PO3BUTOK, HiX HaLiOHaNbHI IHCTUTYTW. Y CTaTTi
BMKOPWCTOBYBanaca H6aratopiBHeBa Teopia opraHisaLiin A1 NOACHEHHA LbOoro
deHoMeHa, AKa eKCTpamnoaBanaca Ha piBeHb kpaiHu. baratopisHeBa Moaenb
CTBOPEHHSA JFOACLKOrO KamiTaay NOACHIOE, AK KONEKTUBHUM Pecypc Nt0ACbKOro
KaniTaay opraHisaLlii CTBOPFOETLCA 3i 3HaHb, HABUYOK | 34iBHOCTEN UneHiB op-
raHisauii Ha iHAVBIAyanbHOMY PIBHI 3aBAAKM HAaABHOCTI CNPUATANBKX GaKTOPIB.
Y CTaTtTi noKasaHo, WO HauioHaNbHI IHCTUTYTU € TakKUMWU CAPUATAMBUMU BaK-
TOpaMW Ha piBHI KpaiHW. BUKOpWCTaHHA pecypciB NFOACEKOrO Kanitany rpoma-
[AH KpaiHW onocepeskoBaHO € GakTOPOM HaLiOHaNbHMX IHCTUTYTIB. B ymoBax
BIACYTHOCTI AKICHWX IHCTUTYTIB iHAMBIAYaNbHUI NFOACBKMI KaniTan rpoMajaH
KpaiHW He arloMepyeTbCA B HaL[iOHaNbHWIA NFOACBKMI KaniTas.

Kntouosi cnoBa: baratopisHeBa Teopif opraHisaLlii, HaLiOHaNbHWIA NHOACEKNI
Kanita, HalioHaAbHi IHCTUTYLLI, HALiOHaNbHWIA €KOHOMIYHWIA PO3BUTOK.
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The article states that countries of the world make full use of all the tools on hand.
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by means of automatic bots, the world is facing a bloom of fake news and conspiracy
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Hybrid warfare appeals to the warring sides owing principally to the anonymity of the
players. After all, everything that is happening in the wars may well be interpreted as
a natural development of the situation. The paper identified three main directions that
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“maneuver enemy.” Ukraine is under constant shellfire, when information operations
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The modern world is changing
many of our past skills and tools. This,
among other things, fully applies to the
impact on other countries which might,
in the old fashioned way, be called wars
but are rather struggle for domination.
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Even international sporting contests
are regarded as military victory over a
hypothetical “maneuver enemy.”
Ukraine is under constant shellfire,
when information operations are aimed
to prove the fact that Ukraine is a “failed

state,” while cybercorporations are de-
signed to destroy the efficiency of bank-
ing, financial and economic spheres.
Each election period also grows into a
battle for life or death, for which pur-
pose social media are actively used.
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Geopolitical adversaries do not go
away; they remain the same for cen-
turies. And their tussle for dominance
today is merely traced in other areas.
This is not a war in the physical space,
but the same aggressive actions in any
other spaces. Hence the new termi-
nology in the nomination of warfare —
hybrid, information, virtual, econom-
ic, trade, financial, political, and even
migration. The collapse of the USSR
also was the result of such a human-
itarian war. The Cold War was a war
without shots being fired, or rather, it
was the mass consciousness that was
under fire then and subsequently flip-
flopped and led in a different direction
by the power elite.

We can call these types of wars
humanitarian, since they operate not
in the real space but in information
and virtual spaces. We can also con-
sider the goal of humanitarian warfare
an attempt to block the path to the fu-
ture, which is accomplished through a
change in the dynamics of science and
education, by downgrading it from an
advanced state to a catching-up de-
velopment. Or, as in the days of Stalin,
genetics and cybernetics were labeled
pseudo-sciences, preventing their ad-
vancement, thus halting entire scientif-
ic movements.

Whenever it is necessary to retard
the development of a potential “ene-
my,” it is done not only through eco-
nomical or financial sanctions [1-4],
but also by means of information at-
tacks on mass consciousness. Everyone
wants to consider themselves the very
first, alongside with being the most
up-front, to whom the future belongs.
The wars of ideologies used to be no
less internecine than the wars of reli-
gions, although both were fought for
dominance in the virtual space. And
yet, people died for this dominance in
the real space. Today, when religions
and ideologies have somewhat lost
their power, wars are being waged for
economic and adjacent forms of dom-
inance. And this is what humanitarian
wars are used for, the wars where souls
perish rather than bodies die.

China considers its present-day eco-
nomic relations with the USA even worse

than they used to be during the Cold
War. China's leading expert in this field
Wang says: “One question is whether
the China-US rivalry will last longer and
cost more on both sides than the Sovi-
et-US competition. Another is whether
an unexpected event alongside the cur-
rent China-US tensions will escalate into
a deadly clash” [5].

Another expert, Huang, has a sim-
ilar view: “Some may say that the pol-
iticians and senators might seen to be
making a lot of noise and what they
say appears to be a mess ... but actu-
ally there are well-calculated moves
behind the scenes. They are in fact a
combination of moves in a systematic
game plan” [6].

The USA and China are in a geo-
political standoff, which has been in-
volving more and more new arrays of
tools. The coronavirus pandemic has
opened up new opportunities to ad-
vance this conflict. The riots and pro-
tests that erupted in the USA following
George Floyd's death became another
subject for manipulation. Iran, China,
Russia have been actively capitaliz-
ing on both the former and the latter
events as long as fear and uncertainty
ease the response of mass conscious-
ness [7-9]. Such an attack seeks to de-
stroy the unity within the country.

Russia has long been building up
means of influence on a foreign audi-
ence: "Russia, for example, launched
the English-language Russia Today
(later rebranded as RT) in 2005 with
a relatively modest operation. Over
time, RT has developed an anti-West-
ern narrative and has become a propa-
ganda weapon of the Kremlin. RT has
simultaneously expanded its capacity
to publish content in other languages
including Arabic, French, German and
Spanish. Through RT, the Russian gov-
ernment targets non-English speaking
audiences to either attract support for
Russia in places where the anti-West-
ern narrative has strong resonance or
promote a positive image of Russia in
countries where they want to have al-
lies and good relations” [10].

Researchers identify three main
directions that disinformation attacks
are focused on [11]:
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+ undermining trust in public institu-
tions by reporting on civilian disobe-
dience in the attacked countries,

* narratives on the success of the pan-
demic response activities in the at-
tacking countries,

+ speculations over the country of or-
igin of the virus, for example that it
is an American-manufactured bio-
weapon.

Undermining the public's faith is
also a frequent theme during elec-
tions [12]. In 2016, troll factories med-
dled in the US presidential election,
exacerbating the degree of tension
and controversy in the country. Am-
plifying tensions that already exist is
always easier than starting from zero
by themselves. The situation repeated
itself with the race-related civil disor-
ders in 2020. They resulted in dramat-
ic consequences not only in politics.
Business has also responded actively
by introducing changes to their brand
names, starting with Eskimo. Professor
Jason Chambers spotted a historical
precedent for such transformations in
the “Frito Bandito character PepsiCo
had from 1967 to 1971. Frito Bandi-
to played into these stereotypes of a
sombrero-wearing, Mexican cowboy
who robbed people of their Fritos.
Mexican American activists spoke out
against Bandito and it took about four
years for the character to finally be re-
tired” [13].

He arrives at the conclusion that
the model “ethnicity as authenticity”
was operational here: “If you consid-
er a stereotype as something being
based in a perception such as ‘black
people aren't good at anything but
music, cooking, and sports’, there
is a certain authenticity that comes
with that perception. So you take the
myth of the south and the happy black
woman cooking for the white family,
and suddenly you have a product that
gains more ‘authenticity’ through that
image and, as a result, sells more.”

The same processes began in the
cinematography. Indian Bollywood
is moving away from lighter-skinned
heroes [14]. White actors will no lon-
ger voice nonwhite characters [15-16].
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Even more, Jesus Christ turned black
for the sake of racial justice in one ca-
thedral [17].

Powerful countries always strive for
expansion in all of the three spaces, i.e.
physical, information, virtual. Physical
expansion is not that active nowadays,
so the extension is being carried out
informationally and virtually. Everyone
is reading the Harry Potter series or
watching “The Game of Thrones.” The
most renowned things become some-
what sacral: everyone has to know
them.

China is very determined about
the promotion of their world model
for other countries [18]. It should be
kept in mind that China is an ideolog-
ical country. Thus, it is pushing along
not simply a model of the world, but
a world model with an ideological
component. They simply have not
yet learned to produce, say, TV series
that might be of interest for the global
audience, so virtual space has not be-
come the battleground between Chi-
nese and American movie series.

Today's virtual space has China’s
agents of influence in Australian TV
dramas, a legion of Russian spies — in
American. Russia has already occupied
Norway in the Norwegian political
thriller TV series "Occupied” [19-20].
Due to its plasticity, the virtual space
can simulate a variety of situations.
This has given impetus to the tor-
rid development of fantasy and sci-fi
shows, reproducing diverse scenarios
of the future.

Culture was also used as a means
of influence during the Cold War, when
even the term cultural wars emerged
[21-22]. The CIA then, specifically,
gave financial support to exhibitions
of American Abstract Impressionism
painting worldwide, considering that
to visually demonstrate freedom in the
USA. Even Boris Pasternak was given
the Nobel Prize for his novel not with-
out the Cold War “"games” [23-28].

Ivan Tolstoy, the researcher into
the history that brought B. Pasternak
to win the Prize, while emphasizing
the fact that the award itself was well-
earned, reckons the activities of the
American Intelligence as follows, “It's

a totally different story, where Paster-
nak is a victim of “the great forces” in
action beyond his own control. Fate
is playing with him here. Yes, the CIA
did everything to, as they used to say
then, "“elevate” Pasternak. Moreover,
he was being “elevated” not only by
Americans, but also by the British. He
was being "elevated” in France, in Italy,
and in Germany alike. In April 2014 the
website of the Washington Post pub-
lished the documents proving that the
effort to promote Pasternak was a cen-
tralized process. This does not mean
that, in the mass media of that time,
people of the free part of the world
were not allowed to do it at their own
will, discretion, and to their own taste.
But for all that, there existed a tar-
geted, pre-organized and concerted
campaign on exposing and promoting
Pasternak across the readers, bolster-
ing his image in public opinion. And, of
course, the campaign played a big role
in his being awarded the Prize. How-
ever, it is impossible to infer whether
he won the Prize due to or regardless
of it [29].

The Cold War was also an example
of active interference in elections, with
the involvement of the CIA [30]. There-
fore, both sides proactively engaged in
the covert type of war.

Hybrid warfare appeals to the
warring sides owing principally to the
anonymity of the players. After all, ev-
erything that is happening in the wars
may well be interpreted as a natural
development of the situation. Hybrid
warfare does not confront the reali-
ty, but mimics it, like the well-known
“little green men” in Crimea [31]. M.
Snegovaya associates this toolkit with
the “reflexive control” model of the
Soviet times: "Denial and deception
operations to conceal or obfuscate the
presence of Russian forces in Ukraine,
including sending in ‘little green men’
in uniforms without insignia” [32].

The same is happening to the re-
interpretations not only of the events
of today, but also historical facts and
events, making it a matter of nation-
al security [33-34]. V. Putin's speech
dedicated to the 75th anniversary of
the end of World War II [35], which

sparked disapproval, primarily in the
Baltic states, since it is perceived as
aiming to reconsider the outcomes of
the war [36-39], can be classified as a
variant of hybrid warfare, namely the
information operation.

British researchers interpret this
toolkit from the following angle: “Too
often, the focus has been on singu-
lar tactics of information operations,
such as harassment or ‘fake news'. This
has obscured the fact that these tac-
tics are part of broader strategies that
see information as the principal agent
in achieving certain geopolitical out-
comes” [40]. We may say that the right
information leads to the target geopo-
litical results.

The countries of the world make full
use of all the tools on hand. Nowadays,
when large volumes of information are
transferred through social media by
means of automatic bots, the world is
facing a bloom of fake news and con-
spiracy theories, which became appar-
ent in the context of the pandemic.
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[Touenyos I I.

lymaHiTapHi BiliHM peani3ytoTbca BClOAW, MOUNHAIOUM Bij,
cepu ekoHomikm ¥ nonitnkm i 4o HobeniBcbKkux npemii

Y cTaTTi 3a3HaYaEThCs, LLO KpaiHW CBITY B MOBHIM Mipi BUKOPUCTOBYHOTb YCi
HasBHI IHCTPYMEHTW. Y Hall Yyac, Konm Benunki obcarv iHpopmallii nepesaroTbes
Yyepes coujanbHi Mepexi 3a 4OMNOMOroK aBTOMATUYHKX BOTIB, CBIT CTUKAETb-
CA 3 PO3MOBCHOAXEHHAM PENKOBUX HOBMH Ta TeOPIl 3MOBW, WO Habpano Ao-
[ATKOBOI akTyasbHOCTI Miz Yac naHaemii. ABTOp 3a3Hauvae, Lo ribpuaHa BiHa
aneroe 40 BOPOryroUYMx CTOPIH B OCHOBHOMY 3aBAAKW aHOHIMHOCTI rpaBLiB.
3peLToto, yce, Wo BiAOYBAETLCA Y BilHAX, LIIKOM MOXe TpakTyBaTUCA AK Npu-
POAHWI PO3BUTOK CUTyaLlii. Y CTaTTi BU3HaYeHO TPW OCHOBHI HampPAMKM, Ha
AKMX 30CepesykeHi atakun e3siHdopMalLlii: Nigpre AOBIPU A0 AepXKaBHUX yCTa-
HOB LU/IAXOM 3BiTYBaHHA NMPO HEMOCAYX LIMBIIbHOTO HAaCeNEHHA B aTakoBaHMX
KpaiHax, pO3MnoBiAi MPO YCMiX 3aX0AIB pearyBaHHA Ha MaHAEMItO B KpaiHax, Lo
aTakyroTb, CrekyaAaLii LWOoAO KpaiHW NOXOAXEHHA KpaiHW BIpYC, HanpuKAaz, Wo
Le 6i036poa amepuKaHCbKOro BUPObHULTBA. |laed cTaTTi noasrae B Tomy, LUO
CyYaCHWI CBIT 3MiHKOE HaraTo HalMX MUHY/IMX HABMYOK Ta iHCTPyMeHTiB. Lle,
cepes IHLWOro, MOBHOK MIPOKD CTOCYETLCA BMAMBY Ha iHLLUI KpaiHW, AKi no-cTa-
POMy MOXHa Ha3BaTu BiliHaMK, ane ckopile 6opoTbOOto 3a NaHyBaHHA. Ha-
BiTb MiXXHApPOZHI CMOPTMBHI 3MaraHHsa PO3LiHIOKTLCA AK BilCbKOBa Mepemora
Haz, rinoTeTMYHMM BOPOroM. YkpaiHa nepebyBae niA NOCTIHUM BOTHEM, KOAW
iHbopMaLivHi onepaLii MaroTb Ha MeTi A0BeCT TOW daKT, Wo YKpaiHa € “He-
B0 ZEPXKaBOMD, TOAI AK KibepkoprnopaLii MOKAWKaHI 3HULLMTL epekTnB-
HicTb BaHKiBCbKOT, GiHaHCOBOI Ta eKOHOMIYHOT cdhep.

KntouoBi cnoBa: rymaHitapHi BiliHW, iHPOPMaL|iiHi BiliHW, riOpuaHi BilHW,
reononiTMUHe NPOTUCTOAHHS, IHGOPMALLIHWI NPOCTiP, BipTyaabHWIA NPOCTip,
3acobu BnAuBY, Ae3iHdopmalLlis, belrky, KOHCNIPOAOris, NaHAeMis.
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