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Abstract

In some ways, the article summarizes the author’s work in the field of inte-
grated assessment of the state and dynamics of Ukraine’s economic develop-
ment.

Summarizing the longitudinal research, the authors present the goal of the
article as a conceptual definition of inclusive growth in the format of its interpreta-
tion by influential international organizations, assessing the conformity of the
state of the economy and social sphere of Ukraine to the standards of inclusive
growth, and determining on this basis public policy measures, the implementation
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of which will help overcome crises in the country’s economy and counteracting
the main global challenges of modern civilization.

The most significant interest is the analysis of new approaches to counter-
acting these challenges, developed by the international community in the format
of implementing the concept of inclusive growth.

These approaches are most concentrated in the program document of the
OECD Council, which was named New Approaches to Economic Challenges, —
NAEC. This document forms an important system process aimed at the devel-
opment and consistent improvement of tools and analytical work that should be
used by international organizations and governments of certain countries to re-
solve the issues identified above.

In the article by using the component principal analysis, the methodology
of assessing the state of the economy and social sphere of Ukraine was im-
proved, and an analysis was made of the compliance of this state with interna-
tional standards of inclusive growth.

The result of the analysis is an important conceptual conclusion about the
discrepancy of the current model of Ukraine’s economic development with the
challenges of our time, which in turn leads to a state of the Ukrainian economy
and social sphere that are characterized by pathological and toxic features.

The result of the multi-vector assessment of the state of the Ukrainian
economy is practical guidance on the improvement of state economic policy, the
implementation of which, in the authors’ opinion, will contribute to the achieve-
ment of standards of permanent inclusive growth.

Key words:

Improvement of the state economic policy, assessment of the state of the
economy and social sphere, pathological and toxic economy, partial and inte-
grated indicators.

JEL: C53, E27.



400 lgor Mantsurov, Dmytro Mantsurov, Yana Khrapunova
L~ International Standards of Inclusive Growth as a Basis

for Shaeing an Efficient Economic Policzr of the State

Introduction

The world economy is a complex system that evolves in the process of
close cooperation of traditional institutions (states, multinational corporation, in-
ternational organizations also) with the newest structures (intellectual valleys,
world cities, technology parks, «virtual enterprises», etc) and business relations
between them.

The current stage of development of the global economy is characterized
by a better understanding of theoretical concepts, possible contradictions and
new global problems, the increasing interdependence of all participants and
components of the world economic system. The globalization of the world econ-
omy creates a new «environment» for the economic development of countries,
defining new direction in the economic policies of these countries. Dynamic
changes in the world economic economy can be viewed as global challenges not
only for developed countries, but also for developing countries.

National governments and international organizations in order to effectively
counter these challenges are developing new conceptual approaches, arrange-
ments and technologies, the use of which should contribute to the consistent so-
lution of the following basic issues:

e defining the typology of models and types of economic challenges that
have a place in creating, development and deepening of socio-
economic and financial crises according by various characteristics;

e development of conceptual approaches to measuring the influence of
individual indicators on the process of forming various kinds of chal-
lenges, the emergence and deepening of economic crisis;

e development of different strategies and basic models that are used in
different countries of the world to solve socio-economic challenges, to
provide crisis phenomena with a view to adapt these strategies to the
specific conditions of a particular country;

e implement the developed strategies and basic models at the global,
regional and national levels.

The most significant interest is the analysis of new approaches to resolving
these challenges, developed by the International Organization for Economic Co-
operation and Development (OECD). The OECD consists 34 states, most of
which are countries with powerful national economies, whose functioning pro-
vides a profit rate of citizens’, the competitive index of the Human Development
Index (HDI) etc, and which are classified as developed.
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The above approaches are systematically set out in the program document
that was adopted at the OECD session at the ministerial level in 2012. This
document is called New Approaches to Economic Challenges, — NAEC and
forms an important system process for the development and consistent im-
provement of tools and analytical work that should be used by international or-
ganizations and governments of certain countries to resolve the issues identified
above.

The impetus for the development of such an instrument was the global fi-
nancial and economic crisis of 2008—2010, although the need for such studies
was long overdue.

Today, the public policies of OECD member countries and partners are
facing an incredibly high number of risks and challenges of a socio-economic na-
ture. Such risks include, for example, the slow post-crisis rehabilitation of national
economies, the migration crisis that has pervaded most of the European coun-
tries, a steady unemployment rate, growing social differentiation, instability of the
international and public finance sector etc.

Growing scientific interests in the search for a model for the development
of socio-economic systems that will meet the principles of sustainable develop-
ment and inclusive growth has been manifested in the increasing number of pub-
lications by such foreign scientists as D. Acemoglu, D. Robinson, E. Rinette, S.
Hollander, R. Boling, S Podesta, C. Bedos, E. Duflou, M. Todaro and other scien-
tists.

Among Ukrainian scientists, mention should be made of the scientific
works of A. Amosha, V. Anisimova, A. Bazilyk, V. Vishnevsky, V. Granatourova,
V. Heyets, G. Glukha, T.Zatonacka, E. Yermolayeva, A. Konovalova, E. Liba-
nova, O. Lugina, |. Mantsurov, D.Ogo, L. Simkiv, A. Sidorova, |. Taranenko,
I. Chervakova, etc.

Summarizing the results of studies of foreign and Ukrainian scientists, it
can be concluded that in the relevant publications, inclusive and extensional de-
velopment models are considered, their features are described in different coun-
tries, although insufficient attention is paid to scrupulous analysis of each of the
mentioned models.
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1. Inclusive growth as a basis
for solving the global challenges

At this point, there is an objective need to find new sources of growth to
achieve sustainable inclusive economic growth in order to improve the well-
being of society. This was emphasized, in particular, at the last World Economic
Forum in Davos in 2018.

The term «innovative approaches» in the interpretation of the OECD im-
plies understanding that the welfare of society is not only the growth of real GDP
and material incomes of the population, it's also a multi-vector concept that in-
cludes such spheres of a person’s life as education, health-care, personal safety,
ecology and many others. It is taken into account the fact that one parameter of
«sustainability» for economic growth is not enough: growth should be inclusive,
that is, in addition to ensuring high and stable economic growth and pres-
ervation of the environment, it must provide people with equal opportuni-
ties for realizing their human capacity.

This concept is the result of transforming the concepts of «economic
growth» and «sustainable development» into much modern ideology of «in-
clusive growth». Moreover, each of the following concepts doesn’t deny, but
harmoniously develop the previous ones, enriching them, making them more per-
fect and those that meet the real contemporary challenges.

Methodologically, the term «innovative approaches» includes several
aspects. First, it is necessary to consider some basic concepts and settings of
economic theory, for example, the postulate of market self-regulation. Secondly,
it is necessary to consider the improvement of the existing tools for structural
analysis between the components of sustainable development — including for the
purpose of providing social differentiation and solving environmental problems.
Finally, it is necessary to analyze the relations between the role of the state in
overcoming global challenges, the interaction of political drivers and the final
change in the level of welfare, since in different countries these aspects vary
considerably.

The organizational structure of NAEC implies three interrelated stages,
namely:

1) analysis of previous crises and risks in order to determine the work
of the OECD, consideration of political priorities and the development of new ap-
proaches and instruments of economic policy, without the realization of which it is
impossible to provide economic crises.

2) analysis of trade-offs and synergistic effect within the framework of
economic policy between its drivers and changing social welfare, with an empha-
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sis on addressing issues of inclusive development in the indissoluble interaction
of all components of economic growth, overcoming social inequality and solving
environmental problems, and emerging long-term global trends and political chal-
lenges.

3) institutional and management issues aimed at overcoming long-term
challenges associated with increasing interdependence of national economies
and identifying crises at their early stages of development.

An analysis of previous crises is presented in the second section of the ar-
ticle, which has the corresponding title.

2. Using the ideology of inclusive growth
in Ukraine as a basis of state anti-crisis policy

At the beginning of this section, the authors consider it necessary to em-
phasize that the system of statistical reporting in the field of environmental pro-
tection in Ukraine today doesn’t focus on assessing the response of ecosystems
to industrial influence and critical parameters of influence for specific ecosystems
and population groups, but reflects only the natural amounts of pollutant content
and price indicators of compliance by enterprises or local authorities with health
legislation or planned parameters for conducting health measures.

From the point of view of economic indicators, the system of statistical re-
porting in Ukraine in the sphere of environmental protection mainly operates
through indirect indicators of the state of the environment (for example, capital
investments in measures aimed at environmental protection), while international
norms focus on the development and implementation of integrated indicators of
direct action that will reflect the environmental and economic processes at the
national level (for example, the share of the value of environment-related prod-
ucts and services in the total value of gross domestic product, %).

Thus, the nature of indicators of the environment state in terms of re-
sources doesn’t correlate with modern requirements for the formation of a system
of sustainable inclusive growth of Ukraine, which are based on the principles of
the UN International Conference on Environment and Development. The intro-
duction of integrated indicators of sustainable development is becoming topical,
which would provide an opportunity to coordinate the problems of the state of the
environment of existence and the socio-economic progress of state.

Taking into account all the above, it was decided to focus attention in this
article primarily on the economic and social components of inclusive growth.
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As for the analysis of economic dynamics, it should be noted that for the
years of independence, the real GDP of Ukraine decreased by 35%. According to
the World Bank — this is the worst indicator in the world over the past 25 years.
Of the 166 countries that represent the full GDP statistics for 1991-2016, the in-
dicator was reduced only in five cases. The GDP of other states has grown. With
a minimum increase in Barbados (8.9%) and Tajikistan (10.6%) and the highest
in China (GDP increased more than 10 times).

The model of «lagging development» is an actively conveyed thesis, ac-
cording to which the economic losses of Ukraine are caused by the loss of part of
its territories, by war and the destruction of the most significant industrial region.
That's not entirely true. At least for the reason that the negative phenomena in
the economy of Ukraine began to accumulate in the early 90’s of the last century
—the volume of domestic production had been steadily declining for decades.

Because of the annual reduction, Ukraine has lost almost 60% of GDP.
This recession twice exceeded the decline of the American economy during the
Great Depression.

In 2000, the GDP for the first time increased — by 5.9%.

After that, there were cases when the GDP growth rate ranged from 12.1%
(2004) to 2.7% (2005).

When the world plunged into the global financial and economic crisis,
Ukraine’s GDP once again began to show the worst performance in the world in
terms of growth. Therefore, in 2009, the Ukrainian economy topped the list of
countries with the most significant drop in GDP, which fell by 14.8%, while the
average reduction in this indicator was only 2.1%.

Since the end of 2008, domestic GDP has declined in 24 out of 32 quar-
ters. For 16 years, from 2000 to 2016, domestic GDP increased by only 69.8%.
And this is the worst indicator among all the republics of the former USSR.

Today, Ukraine’s economy is emerging from a prolonged crisis, demon-
strating, according to the Ukrstat, a slight increase in terms of a certain reducing
inflation. In 2017, the trend towards economic recovery was developed after a
positive turnaround in 2016, which led to GDP growth of 1.5%. Last year, eco-
nomic growth accelerated to 2.1%, industrial production grew by 2.4%, and the
inflation rate was 13.7% — compared to 12.4% in 2016.

During the year, systematic risks for the Ukrainian financial sector de-
creased, and the macroeconomic environment — both external and domestic —
was favorable. After a long economic recession in 2016, the economy of our
country showed signs of recovery in many areas: GDP recovered, inflation was
controlled and within the National Bank’s benchmark, which again made bank
deposits favorable for the population, and losses of the banking and corporate
sectors decreased.
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Production in key sectors has ceased to decline, beginning to recover —
primarily through industry, agriculture and metallurgy. Statistically, in 2016, the
economy of Ukraine received 3.1 billion dollars of foreign direct investment,
which is 41% more than in 2015. Of these 3.1 billion, 2.2 billion came into the
country as a result of recapitalization of banks by shareholders.

To attract investment and stimulate business, the National Bank in 2016—
2017 continued to actively curtail the currency restrictions introduced in 2014 and
to soften monetary policy. These steps were made possible by the stabilization of
the hryvnia exchange rate.

However, for tangible improvements in the living standards, much higher
rates of economic growth are needed, which can be achieved solely by accelera-
tion of reforms and effective anti-corruption policy.

Thus, the dynamics of the values of macroeconomic aggregates doesn’t
make it possible to feel the results of achievements, moreover — so far the loss in
the format of inclusive development of the country.

In order to implement the first stage within the NAEC process,
namely, — to analyze the functioning of the Ukrainian economy in the format
of inclusive growth over the past years, — the authors developed a system of sta-
tistical indicators that assesses the degree to which the characteristics of the
state of the Ukrainian economy and its social sphere are in line with the stan-
dards of inclusive growth , and in the absence of such a consistency, — risk as-
sessment of recurrence of a crisis situation, the intensity of its development, eco-
nomic and social consequences.

The result of this approach is the proposed fundamentally new methodo-
logical approach to assessing the ratio, relatively speaking, of the benchmarks
of inclusive growth with the actual values of the corresponding indicators, which
determines the state of the economy of Ukraine and its social sphere. This ap-
proach makes it possible in the case of a significant violation of the analyzed ra-
tio to assess the threat of the emergence of the economic crisis, and in case of
its occurrence — intensity, duration and depth.

From the point of view of the OEPC and the international community as a
whole, the values of indicators characterizing the economic and social compo-
nents of inclusive growth are reflected in columns 3 of tables 1 and 2, respec-
tively. Separately, it should be said that these values, which practically play the
role of a base period, are determined by the method of expert assessments car-
ried out by international experts.

But in so doing, the authors believe that any more or less significant devia-
tion of the «negative» actual values of the indicators of the assessment different
components of the functioning process of the economy from the benchmarks in-
dicates the existence of a certain risk of a crisis situation, and in the case of the
formation of more significant «negative» values of deviations of actual the levels
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of these indicators from the benchmarks, it should be noted: the depth of the cri-
sis is increasing, which, with the development of such a tendency, inevitably
leads to the state of the economy, characterized by traits of pathology and tox-
icity.

(Definitions of the pathological and toxic economy are given below.)

In order to determine the existence of crisis phenomena in the economy
and social spheres — if there are no features of inclusive growth — the actual val-
ues of the macroeconomic indicators are consistently compared with the «pre-
crisis» levels, the threshold values of which are also determined by the expert
evaluation method.

When there are «negative» values, in this case the state of the economy
and the social sphere should be classified as «critical» , while in the case of
even larger deviations — «superctitical» or «pathological».

The formation of a system of statistical indicators, which assesses the
level of compliance of the state of the economy and the social sphere with the
standards of inclusive growth, is done as follows.

At the first stage, based on the analysis of the characteristics of inclusive
growth suggested by the OECD and formalized at the last World Economic Fo-
rum (WEF) in February 2018, as well as the crisis response strategies of the de-
veloped countries, a list of special indicators for measuring and assessing inclu-
sive economic growth and assessing the risk of a crisis in the state was formu-
lated. This list includes almost 80 absolute and relative indicators.

The lion’s share of these indicators is calculated and used in the practice
of state statistics bodies of Ukraine, and this excludes the construction of long
dynamic rows.

To finalize the process of forming a system of indicators, a set of 80 indica-
tors with a certain measure of conventionality is divided into 5 groups, namely:
macroeconomic, financial, of investment and innovation activities, of production
and foreign economic activities — with subsequent evaluation of the coupling
density between the indicators using correlation coefficients in each group.

The indices with a correlation coefficient r < 0.7 are de-listed as insignifi-
cant. The result of this selection was the finalized system of partial indicators of
the state of the Ukrainian economy, the number of which reaches 22 (see ta-
ble 1).
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Table 1

Threshold and actual indicators of the compliance
of the state of the Ukrainian economy to international standards
of inclusive development

407

The values of the indicators
# - which correspond to Actual values
b Sets of indicators (A, B,C,D,E) Standard Critical
y and its components f;nl arivs Pre-crisis ';f[ |ca_1 In In
P- ofinclusive | iy jation | S8 | 2008 | 2017
growth tion
A. Macroeconomic

1 The GDP growth rate, % 105-107 <103 <100 102,10 | <103
Gross fixed capital formation in 30 or

2 relation to GDP, % more <25 <20 27,18 | <20
Balance of payments in rela- .

3 tion to GDP, % positive <—1 <=3 -7,0 <=3
The black economy level inre- | less than

4 | Jation to GDP, % 20 >25 > 30 35 | 240

B. Financial

The ratio of monetary aggre- less than

5 | gate M3 to GDP (monetization 40 > 40 > 50 54,25 | >60
rate), %
Inflation rate, by December of ) > 105 > 110

6 last year, % 102-105 <102 <100 122,3 | > 110
Total Government debt in rela- | less than

7| tion to GDP, % 40 > 45 >55 | 137 | =60
Gross external debt in relation less than

8 to GDP. % 30 > 30 > 50 55,9 >90
Growth rate of gross interna- more

9 tional reserves, % than100 <100 <90 84,02 | =100
Gross external debt in relation less than

10 | to annual exports of goods and 50 >50 >70 23,6 >80
services, %
The level of aggregate amount
with Government-debt service less than

1 in relation to the incomes DB, 3 >3 >5 4.9 220
%
The level of aggregate amount

12 | with external-debt service in Iess1than >1 >3 2,80 >3
relation to the incomes DB, %

C. Investment activities

Fixed investment volume to 30 or

13 GDP. % more <30 <20 24,54 <20
The ratio of fixed investment

<100 <90

14 | growth rate to growth rate of 95-100 120 130 120,8 | <90

GDP, % > >
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The values of the indicators
# i which correspond to Actual values
b Sets of indicators (A, B,C,D,E) Standard Critical
y and its components f iin | arivs Pre-crisis ';f[ |ca_1 In In
- OFNClUSIVE | “girjation | S™W& | 2008 | 2017
growth tion
Proportion of enterprises en-
gaged in innovation activities, 60 or
15 among the total number of in- more <50 <40 12,5 <10
dustrial enterprises, %
D. Production activities
16 | Degree of depreciation, % Iesszghan > 25 > 35 61,2 >80
17 | The rate of newjobs growth% | 1029 | 05 | <100 | 94 | <100
Return on investments (ROI)of 1,50r
18 new enterprises., UAH/UAH more <1.4 <1.2 1.2 <1,2
Cost-effectiveness operating 10 or
19 | activity of industrial enter- more <10 <7 3,9 <3
prises, %
E. Foreign economic activities
Funded ratio by the export of ) <100; <90
20 | imports, % 100120 |45 >130 | 782 | <%0
21 | Export dependence, % to GDP 3|Oeggd > 40 > 50 471 > 40
22 | Import dependence, %to GDP | 3031 > 40 >50 | 451 | 50

Source: developed by the authors and calculated according to the Ukrstat and National
Bank of Ukraine (NBU).

Underlining the data means that the actual value of the indicator is above or below the
lower limit of the threshold value.

For averaging the values of partial indicators of the assessment of this
state and the threat of a crisis in order to obtain the integrated indicator, the
principal component analysis is used, according to which the partial indices —
components Gj are determined, based on their connection with the primary indi-
cators:

m
Zi = za,lG],
1

where: — z; — standardized values of i-rate; a;— factor’s influence of jcomponent
on the i-rate, that numerically evaluates the correlation between j-component and
-indicator.



Journal of European Economy 409
Vol. 17. Ne 4 (67). October—December 2018
ISSN 2519-4070

The integrated indicator of the level of compliance with the standards of
inclusive economic growth, and in case of non-compliance — the threat of a cri-
sis — is determined on the basis of partial indicators as the arithmetic mean.

Correlations of the values of the integrated indicator to the reference value,
which is taken as 100, serves as an indicator of compliance with the criteria for
inclusive growth or otherwise the threat of a crisis.

Separately, it should be emphasized that not with any of the 5 groups of
indicators, the value of their integrated level doesn’t meet the standards of inclu-
sive growth. Moreover, unfortunately, it must be acknowledged that in 2014 the
pre-crisis state of the economy deteriorated to a critical level, and beginning in
2017, the characteristics of the macroeconomic and financial situation are char-
acterized by supercritical, that is, pathological values. The state of the econ-
omy as a whole is assessed as critical, although it is almost on the border with
the superecritical.

The main reason for the low integrated level of compliance with the stan-
dards of inclusive growth and assessing the level of economic security of Ukraine
is a fixation of the indicators values below the lower threshold, namely: among
the indicators for assessing the macroeconomic state; high level of underground
economy; significant level of illicit capital outflows; excessive level of hidden in-
terim consumption etc.

Among the indicators of the financial state of the economy should be dis-
tinguished: a high level of external and domestic debt; low level of gross interna-
tional reserves of the NBU; high level of undergrounding of consolidated budget
revenues; high cost of bank lending; low level of crediting of the real economy; a
low share of credits in the processing industry in the lending of economy.

Thus, quantitative indicators of the state of the Ukrainian economy and
their compliance with the standards of inclusive growth are calculated (see Ta-
ble 1).

If we talk about the indicators of investment and innovation activity, it
shows a low level of investment, an insignificant increase of own and direct for-
eign investments in relation to GDP, low level of updating of fixed assets; threat-
eningly low level of financing of scientific and technical works; negative growth
rate of scientific and technological progress, insignificant level of financing of in-
novation activity; a low proportion of enterprises engaged in innovation activities,
among the total number of industrial enterprises; a low share of enterprises that
innovate, among the total number of industrial enterprises; a low share of enter-
prises that implemented innovative products etc.

Among indicators of foreign economic activity, it is necessary to single out
separately: a high level of import dependence; predominantly negative funded ratio
by the export of imports; extremely low level of innovative products in merchandise
exports; a significant part of the import of goods in the domestic consumption.
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The values of the quantitative indicators of the compliance level of the
state characteristics of the Ukrainian economy to the inclusive growth standards
and risk of a crisis situation make it possible to form the corresponding qualitative
indicators.

In this case, the actual values of the integrated indicators of the state of
the economy are compared with the threshold levels.

In particular, the closer the real value of the integrated indicator to 100%,
the more the economy meets the standards of sustainable inclusive growth and
the less the threat of a crisis. If the real value of the integrated indicator is in the
interval [91-100], the state of the economy is classified aligned with the stan-
dards of inclusive growth, and, as a result, is recognized as safe.

In the interval [71-90] — the state is classified as a pre-crisis state, in the in-
terval [51-70] — as critical. When the integrated indicator takes a value of 50 or
lower, the state of the economy is classified as supercritical or pathological.

Table 2

Qualitative indicators for assessing the state of the Ukrainian economy
in terms of the possibility of a crisis

Year 2008 | 2010 | 2012 | 2014 | 2017
Sets Quality characteristics of partial and integrated indicators
of indicators of the assessment of the crisis possibility in Ukraine
Supercritical
Macroeconomic| Pre-crisis Critical Pre-crisis Critical or patho-
logical
Supercritical
Financial Pre-crisis Critical Pre-crisis Critical or patho-
logical
Inves'tr'n'ent aC | pre-crisis Critical Pre-crisis Pre-crisis Critical
tivities
Prod'uc':t]on aC 1 pre-crisis Critical Pre-crisis Pre-crisis Critical
tivities
Foreign eco- - " - " "
nomic activities Pre-crisis Critical Pre-crisis Critical Critical
Qverall state of Pre-crisis Critical Pre-crisis Critical Critical

the economy

Source: developed by the authors and calculated according to the Ukrstat and National
Bank of Ukraine (NBU).
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Qualitative indicators for assessing the state of the Ukrainian economy in
terms of view of the continuing threat of crisis

Source: developed by the authors and calculated according to the Ukrstat.

The state of the social sphere should provide a significant and high-quality
standard of living for the population, regardless of the impact of internal and exter-
nal threats. This component is characterized by the following indicators: the level of
labor (the ratio of the optimal demand for labor to its supply); wage level in the pro-
duction; the level of hidden wages to the official one; the level of illicit employment
to total employment; expenditure level on education to GDP,%; expenditure level
on health-care to GDP,%; the ratio of the average wage to the subsistence level;
the weight of wages in the income structure of the population, %; level of pension
expenditure to GDP; the level of the Pension Fund deficit to GDP,%.

Among the problems of the social sphere, it should be noted: a low la-
bour’s share in GDP; high level of undergrounding of wages; significant level of il-
licit employment; insufficient funding for education and health-care; a significant
level of pension expenditure to GDP.

The assessment of the conformity of the social sphere with the standards
of inclusive growth is occurring in a similar way to assessing the state of the
economy.

Table 3

Threshold and actual indicators of Ukraine’s social sphere assessment
to international standards of inclusive growth

The values of the indicators

# Sets of indicators which correspond to Actual val-
ues of the

by (A, B,C,D,E) Standards . " oo

; : . Pre-crisis Critical indicators
p. and its components of inclusive situation situation in 2017

growth
A. Sphere of social and labor relations
The ratio of the population’s

1 disposable income to GDP, % >65 50 40 <40
> Unemployment rate (following <5 7 10 <10

the ILO methodology) , %

The ratio of the aggregate
3 | salary to amount of social as- 1,6 1,2 1 >1
sistance, times

The ratio of the average
4 monthly nhominal wage to
subsistence minimum for
able-bodied person, times

3 1,75 1,5 <15
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The values of the indicators

# Sets of indicators which correspond to Actual val-
by (A, B,C.D.E) Standards " — ues of the
p. and its components of inclusive P_re-cr_|s|s erthal |Qd|cators
situation situation in 2017
growth
B. Demographic situation
5 Life expectancy at birth, 78 68 66 -66
years
Infant mortality rate (deaths
6 | before the age of one), per 2 7 11 <10
1,000 live births
7 | Depopulation <1 1 1 >1
The ratio of the non-working
8 | population to the working 45 53 55 <55
population, %
C. Social disintegration
The proportion of the popula-
tion with an average equiva-
lent overall income per
9 month, under 75 percent be- 8 25 30 <30
low the midpoint of the total
revenue, %
The multiple between the in-
come of the wealthiest and
10 | poorest 10 per cent of the 3 6 7 >7
population (percentile ratio),
times
Share of expenditures to food
11 commodities in consumer ex- 10 30 50 250

penditure of the household, =
%

D. Social protection

The ratio of the retirements
12 | due to age to the European 1 0,6 0,4 <0.4
average income level, times

The ratio of the average
amount of the retirements
13 | due to age to subsistence 2 1,5 1 <1
level for incapacitated per-
sons, times

The ratio unemployment as-
sistance to subsistence level
for Subsistence minimum for
able-bodied person, %

14 >100 80 75 <75

E. Safety of life

Crime rate (the number of
15 | crimes per 100,000 popula- <1000 1200 1400 >1400
tion)
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The values of the indicators Actual val-
# Sets of indicators which correspond to ues of the
by (A,B,C.DE) Standards Pre-crisis Critical indicators
p. and its components of inclusive situation situation in 2017
growth

Intentional homicide rate per
16 100,000 population, people 0 01,3 6.9 269
17 Sumde_rate per 100,000 0 010 20 520

population, people

Source: developed by the authors and calculated according to the Ukrstat and National
Bank of Ukraine (NBU)

Underlining the data means that the actual value of the indicator is above or below the
lower limit of the threshold value.

Threshold and actual indicators of Ukraine’s social sphere assessment to
international standards of inclusive growth.

The values of the quantitative indicators of the compliance level of the of
the social sphere state characteristics of Ukraine with the standards of inclusive
growth and the analysis of the risk of a crisis situation give an opportunity to form
the corresponding qualitative indicators.

It should be emphasized that, as in the case of an assessment of the state
of the economy of Ukraine, not by any of the five groups of indicators, the signifi-
cance of their integrated level doesn’'t meet the standards of inclusive growth.
Moreover, to regret, it must be noted that since 2017, the characteristics of social
inequality, social protection and the safety of life are characterized by supercriti-
cal values, which classify the state of the social sphere as a supercritical, that
is, pathological.

It should be emphasized separately that the logic of the relations between
the state of the economy and the social sphere leads to the fact that the deterio-
ration of the qualitative and quantitative conditions of development inevitably
leads to degradation of living conditions and the decline of the well-being of the
population.

In so doing, this decline is usually monitored with a certain lag, but with
devastating increases, as evidenced, in particular, by the data in Figure 1, ac-
cording to which the deterioration of the state of the economy to a critical level
can lead to a one-year lag to form a supercritical or pathological state of
the social sphere.
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Qualitative indicators of assessing the state of the social sphere
of Ukraine in terms of the possibility of a crisis

Year 2008 | 2010 | 2012 | 2014 | 2017
The ele-
ments of The values of partial indicators of the crisis threatening
threat to so- in the social sphere and the quality characteristics of this threat
cial stability
Social and
labor rela- Pre-crisis | Pre-crisis Critical Critical Critical
tions
De@sﬁer?:hlc Pre-crisis Critical Critical Critical Critical
g Supercritical
S?g;;ﬂ'osr']n' Pre-crisis | Critical Critical Critical or patho-
logical
Social pro- N y N y Supercritical
tection Pre-crisis Critical Critical Critical or pe_ltho-
logical
Supercritical | Supercritical
Safety of life | Pre-crisis | Pre-crisis | Pre-crisis or patho- or patho-
logical logical
Overall level Supercritical
of social se- | Pre-crisis Critical Critical Critical or patho-
curity logical

Source: developed by the authors and calculated according to the Ukrstat and National
Bank of Ukraine (NBU)

The second direction of implementation of the framework conditions
the NAEC process, as stated above, is aimed at exploring compromises and
synergetic effects.

Over the last decades, for the sake of convenience of comparison, meas-
urement and forecasting, the main measure and goal of economic policy were
mainly indicators of GDP volume and their maximization. The practice of recent
years has shown that only a steady growth in the indicator of the volume of real
GDP without taking into account other dimensions of the quality of life is not
enough. For a continued and inclusive improvement in the well-being of people, it
is necessary to understand the multi-vector set of a number of significant aspects
of human life — such as the level of health-care, education, safety, housing, and
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leisure activities for the population, the level of environmental safety etc. Such a
multi-vector nature of the concept of «well-being» leads to the fact that between
different directions of public policy can appear mutually complementary effects,
as well as effects that contradict each other.

Therefore, the NAEC process implies a comprehensive analysis to deter-
mine the possibilities of combining different types of reforms in terms of achieving
sustainable inclusive growth. This analysis will be carried out taking into account
the achievements of the OECD in the areas of Development Strategy, Human
Development Strategy and Green Growth Strategy, which include developments
in the security field of economic, fiscal, social, innovation, educational, environ-
mental and other components of public policy.

Graph 1

Dynamics of the values of integrated indicators for assessing the state of
the economy and the social sphere in 2001-2017

70
65
State of the economy and social sphere
60 Y
AR Pre-crisis
55 s =
50 _$--- @ .
45
40 "
Critical N -
35 20
30 \\-
Superecritical or pathological
25
20
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
"""" Assessing the state of the economy
Assessment of the state of the social sphere

Source: developed by the authors and calculated according to the Ukrstat and National
Bank of Ukraine (NBU).
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The ultimate goal of the NAEC process should be the development of a
working concept of inclusive growth, which will offer tools for the statistical
assessment of the state and dynamics of the volatile global economy and practi-
cal recommendations for improving the economic, social and environmental
components of public policy.

For this, the OECD sets itself the following tasks:

1) to define the synergies among the components of inclusive growth;

2) to determine the patterns of mutual influence between balanced eco-
nomic growth, economic stability, reduction of social inequality and harmonious
development and environmental protection;

3) to predict the effect of long-term global trends of inclusive growth on fu-
ture public policy, to identify its strengths and weaknesses, its benefits and pos-
sible risks.

Third stage of the framework conditions the NAEC process implies the
development of such norms of economic behavior and state economic policy, in
which the economic system evolves into a new state possessing the best quality
characteristics. That is, in the process of development, not only the structure of
the system (constituent elements and links) changes, but also the interrelations
between the elements of the system and functioning of these elements. Thus,
homeostasis in the economic system determines not only the capacity for eco-
nomic sustainability, but also the ability to manage, that is, to transition to a
new, qualitatively higher state of economic balance.

In so doing it should be emphasized that the crisis state is immanent for
any kind of socio-economic system. In world history there are no precedents for
the development of a country without a crisis on its way.

Obviously, economic crises are the bane of many causes. The role and
significance of these causes are often ambiguous. Moreover, the share of the in-
fluence of the same factors is different depending on the specific conditions and
combinations, in which these factors interact with other factors.

Detailed studies are needed in order to understand the causes of the crisis
and suggest mechanisms for overcoming it. These studies, according to the au-
thors, should deal with a new branch of knowledge — pathoeconomics.

The authors suggest the need to consider this term for determining the
science of crisis and transitional socio-economic processes and the state of eco-
nomic systems.

In the opinion of the authors, the state of the economy, trends and patterns
that form the appearance of new, previously unexplored states, external and in-
ternal factors that determine the above tendencies, as well as the structure and
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dynamics of the economy, its reproductive capacity, and the efficiency of func-
tioning should become the object of research of this science.

The subject of the study of «pathoeconomics» as the branch of sci-
entific study is the process of the formation of a new branch of knowledge, the
methodological aspects of its formation as a science, the analysis and classifica-
tion of the systemic factors of the crisis, the typology of its forms and types, the
ways and methods of overcoming the crisis, the study of general laws and spe-
cific features of crisis conditions.

The pathoeconomics is also called upon to explore: the problems of the
objective conditionality of the choice of target benchmarks for economic systems
that are analyzed; classification of orientations; the determination of the regulari-
ties of forms and methods of transition to a new state; development of an optimal
management strategy and a transition to a new, more qualitative, character-
ized by relatively high and, above all, a stable rate of inclusive growth
based on fundamentally new sources and synergies of intensive margin.

A separate point must be made about the definition of the «toxicity»
concept of the economic statement.

Toxic economic, in the authors’ view, is an economic system that is not
capable of ensuring the effective use and reproduction of the resources of living
and materialized labor, which in turn leads to the degradation of the productive
forces, the means of production, the environment, ultimately leading to formation
of an inadequate model of communication with the outside world.

The economy can be toxic both in terms of internal and domestic environ-
ment. In the first case, the negative impact is directed at members of society, the
industrial relations between them and the national environment, both natural and
business.

When reproducing the institutional and legal foundations of the economy,
which is toxic to the outside world — that is, in the second case — the negative
impact is directed at citizens, economic systems and the environment of
neighboring countries, and possibly the world as a whole.

Unfortunately, it should be noted that the Ukrainian economy is character-
ized by some features of both a pathological and toxic economy in the cases to
the internal and domestic environment. This is evidenced by the extremely low
state of development of productive forces and production relations; level of social
standards and life of the population; degrading environment, the existence of
which leads to pollution of not only its own territory, but also the territory of
neighboring countries.

Summarizing the above, the authors conclude: given the low level of de-
velopment of the economy, the social sphere, and also because of the degrading
environment, that is, the total absence of signs of inclusive growth, the world
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community (even want to say, the world government) brought Ukraine in
the position of a raw appendage and, what is even worse, contributing
country of qualified, but extremely cheap labor.

Conclusions

Based on the results of the analysis of deviations of the actual values of
partial and integrated indicators, compliance with the standards of sustainable in-
clusive growth and the assessment of the threat of emergencies, it was deter-
mined that during 2014—2017 the state of the Ukrainian economy as a whole and
its components (macroeconomic, financial, investment, innovation, production
and external) has deteriorated significantly.

So, in 2017 — in comparison with 2013 — the value of the integrated indica-
tor of assessing the state of the economy deteriorated by eight points, which in-
dicates an intensification of the influence of destabilizing factors and the forma-
tion of a supercritical — with signs of a pathological — state of the Ukrainian econ-
omy.

According to the results of the analysis, the authors emphasize that these
negative processes are primarily the result of a lightning transition — institutionally
and organizationally unprepared — from the model of planned economic man-
agement to an extremely liberal management system, which resulted in the
elimination of the country’s strategic development planning system. In connection
with this, the role of deliberate and scientifically grounded state influence on the
formation of the main synthetic indicators characterizing the development of the
Ukrainian economy was critically worsened.

The parts of the current economic system, development priorities, national,
sectoral and regional target programs are generally not related to each other, not
in terms of performance indicators, nor in terms of resource capacity. At the mo-
ment, the Government’s influence on the structure and growth rates of the public
and private sectors of the economy hasn’t been developed from the standpoint of
State interests and priorities, including raising social standards.

The above underlines not only the imperfection of the current economic
system — it also confirms its inferiority leading to the imminent and expected col-
lapse in the short term. Of course, provided further ignoring of the necessary
measures.

It should be emphasized that instead of the economy of free enterprise, as
it was conceived during the transition from a planned to a market system,
Ukraine received an oligarchic economic system. Such a model is characterized
by neglect of innovation activity; distortion of the modern technical and techno-
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logical structure of the economy; denial of the legitimate rights and conditions for
business; denial of the market allocation of resources and determining the results
of production.

The country is distorted by the political-economic system, which now forms
the basis of pseudo-liberal economic and pseudo-social policies, and makes it
impossible to implement the principle of national pragmatism in pursuing an in-
dependent economic policy aimed at ensuring of economic growth — as the basis
of the constitutionally guaranteed welfare increase.

The most noticeable impact of the pseudo-liberal economic policy is
translated in such aspects:

1) losing by the state of its function as a subject-regulator of institutional,
economic, social and legal relations that regulate the direction of development of
the economy and society, its rates and proportions;

2) public, but state-controlled sale of shares of state enterprises for a
minimum price;

3) black (practically without competition) distribution, and in broader
terms — appropriation of state objects, for example, by creating joint ventures with
the government or direct purchase of these facilities (manufacturing enterprises,
state banks, insurance companies etc.);

4) artificially-engineered bankruptcy of state companies with deliberate ac-
ceptance of illegal judicial decisions regarding the transfer of property rights to
private joint-stock companies;

5) providing financial and industrial oligarchic groups with exclusive and
virtually free licenses for the exploitation of mineral resources and the use of ra-
dio frequency spectrum for telecommunications;

6) export and raw materials orientation of the economy;

7) removing of potentially additional value when importing the actually cre-
ated additional value;

8) entrenching the structural and sectoral deformation of the economy;

9) unproductive capital outflows, which actually leads to its loss, without
the return of future profit from abroad and the absence of influence on the rates
and proportions of economic growth;

10) impossibility of investment and innovation policy of real economy de-
velopment;

11) formation of a negative trade balance;

12) uncertainty of foreign economic policy and, as a result, the transforma-
tion of the country from the subject into the object of international relations;
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All of the above indicates:

1) the current model of the domestic economy is devoid of the internal en-
ergy necessary for its qualitative development and the ability to provide high and
stable rates of economic growth;

2) a cardinal and decisive change in approaches to the formation of state
economic policy is needed; its cross-cutting goal should be the development of a
socially-oriented economy, and the instrumental tool is the results-based charac-
ter of the formation of an economic development strategy based on certain priori-
ties.

All of the foregoing testifies to the objective necessity of replacing the cur-
rent model of economic development with a new one, more effective and pro-
gressive, namely: strategically verified, institutionally-streamlined and inno-
vative-oriented.

The key features of this model should be:

1) systematic and consistent execution by the state of the function of the
subject of institutional, social and legal, economic and regulatory relations in the
implementation of tasks of strategic development and adjusting its rates and pro-
portions;

2) increasing impact of democratic institutions on economic policy (pre-
regulating the economy, transparent privatization, demonopolization and the na-
tionalization of strategically important facilities, primarily — infrastructure, combat-
ing «black economy» );

3) introduction of a policy of long-term (strategic) development priorities of
the results-based and address type;

4) modernization of the real economy with a specific capacity-building
strategy the share of 5 and 6 technological structures to 30-35% in the overall
structure of the national economy, which is vital for ensuring stable and high
growth rates — primarily inclusive;

5) formation of an independent financial, fiscal and monetary policy;

6) steady adherence to the principle of national economism (the synonym
of «economic pragmatism») in the formation of foreign economic policy — as the
basis for the state’s implementation of the function of the subject of international
relations;

7) meeting domestic demand by modernization and development of do-
mestic production.

This is the minimum essential procedure for the formation of a national
pragmatic development strategy that provides the conditions for the development
of the domestic enterprise system on the foundations of fair competition, the re-
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sult of which is the equalization of the technical and technological asymmetry of
the domestic production of «final goods» and the realization of potential competi-
tive advantages of the Ukrainian economy in world markets.

The most important issue in shaping the directions for implementing a new
development model is the identification of priorities for economic development
and the formation of a new institutional arrangement.

According to the authors, non-compliance of these tasks in the foreseeable
future will inevitably lead to further aggravation of pathological processes in the
economy and the social sphere, which in turn may exacerbate existing contradic-
tions in the development of economic and social systems, strengthen the cen-
trifugal force, and, as a result, even lead to the disintegration of the country.
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