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From the Editorial Committee

We are giving you the next 27th (1/2020) issue haf Quarterly of the Faculty of
Management of the Rzeszow University of Technolegtitied “Modern Management
Review".

The primary objective of the Quarterly is to prompublishing of the results of scien-
tific research within economic and social issuesdonomics, law, finance, management,
marketing, logistics, as well as politics, corperhistory and social sciences.

Our aim is also to raise the merits and the inti@wnal position of the Quarterly pub-
lished by our Faculty. That is why we provided fgreScientific Council, as well as an
international team of Reviewers to increase thaevaf the scientific publications.

The works placed in this issue include many assiomptand decisions, theoretical so-
lutions as well as research results, analyses, ansgms and reflections of the Authors.

We would like to thank all those who contributedhe issue of the Quarterly and we
hope that you will enjoy reading this issue.

With compliments
Editorial Committee
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Parimal Chandra BISWAS!
Dilip Kumar CHAKRABORTY?

A STUDY OF INDUSTRIAL RELATIONS
IN MANUFACTURING INDUSTRIES
IN THE ROYAL KINGDOM OF BHUTAN

Manufacturing Industries form the backbone of agligping economy like Bhutan. They are
one of the most important factors of socio-econodeegelopment of the country and an
important provider of employment. They contribuB8lof GDP (2017-2018 Annual Report
of Royal Monetary Authority of Bhutan) with around pé&rcent of Bhutan's workforce.
Bhutan’s overall development philosophy is basedtla concept of Gross National
Happiness (GNH), which challenges the conventiaosicept of GDP for measuring the
progress of the country. Instead it considers #helmwlogical and social wellbeing of the
citizens and the need to balance between econamiglyand social development.
Industrial Relations in manufacturing industries Bhutan simultaneously contribute to
development of GDP and GNH. Industrial Relationsdiy reflect Bhutan’s national culture,
socio-economic development, political-administmtionewly developed democracy,
corporate culture and integration of Bhutan intobgloeconomic process. However, the
literature is silent on the study of Industrial Rielas (IR) practices in the Bhutanese
manufacturing industries. Thus, the researchetstast is in taking up a study on this vital
topic for the economy of Bhutan.

Keywords: Industrial Relations, Labour Laws, Organizationalt@e, Employee Satisfa-
ction, Gross National happiness.

1. INTRODUCTION

We all are witnesses of social and industrial st&rén neighboring countries, like India,
Bangladesh, Nepal and in other countries in Soast Bsia. But something holds together
people of this small country and something drives to be happy with life’s minimum in
Bhutan. We are familiar with the great teachingBatidha on life that life is a series of
sufferings and problems. Bhutan is a Buddhist agumith rooted ancient culture but it has
an optimistic outlook concerning life. The countanks one of the highest peaceful and

! Parimal Chandra Biswas, Ph.D., Professor, SchbManagement, Adamas University,
Kolkata, India; e-mail: parimalchandrabiswas@adamaegrsity.ac.in (corresponding
author). ORCID: 0000-0002-3377-1878.

2 Dilip Kumar Chakraborty, Ph.D. Research Schofghool of Management, Adamas
University, Kolkata, India; e-mail: kumardilip165Z@ail.com. ORCID: 0000-0002-
-0114-6111.
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happiest countries in the world and boldly preadBesss National Happiness to the world
as a national goal. It is encouraging to learn kavour class copes with life challenges in
order to keep and support harmony with one anathdrpursues happiness in life in this
wonderful country.

2.BHUTAN CONTEXT

The Royal Kingdom of Bhutan is a small countryhaitonarchy ruling system, located
between two large and powerful nations, China andlial Bhutan has a total land area of
38,394 square kilometers, roughly about the sam@as Switzerland. It is a mountainous
country, where only three per cent of the landul§vatable, about four per cent of the land
is pasture land, and 70 per cent is covered witbesto The total population of Bhutan is
recorded 768 577 in 2016. Population Density (Rep®y sg. km) is 20 as per office record
in the year of 2016. Buddhism continues to plagmtm@l role in shaping social values and
culture in Bhutan. The majority of the populatiore @uddhists whilst people in the
southern part of Bhutan are mostly Hindus.

Bhutan is one of the few countries in Asia whichswnever colonised by the British
Empire. In terms of gender equality, in fact imterof property rights women have more
property rights in some parts of Bhutan than the.nk®r instance, in the western part of
Bhutan, daughters inherit more land than sons.&8hista high ranking peaceful and happy
country in the world.

3. RESEARCH OBJECTIVES

Though IR practices comprise of multiple issuég, tesearchers have put following
major objectives in the study, which contributedevelopment of GDP and GNH of
Bhutan.

1. To study IR practices in manufacturing industiie Bhutan.

2. To do comparative analysis of IR practices imufacturing industries of different

ownership in Bhutan.

4. RESEARCH DESIGN AND FINDINGS

The researchers have studied Industrial RelafiBtjspractices in nine manufacturing
industries of different ownerships in Bhutan usioge set of questionnaires. Total
respondents were 294 people including managersiapibyees. The questionnaires were
framed and structured using 5 Point Likert Scalex €omparative analysis only three
manufacturing industries of different ownership éé&@een chosen for the study.

For each of the above sections, the common 5 patiinty scale goes like this:

Strongly Disagree — indicated by 1
Disagree — indicated by 2
Neither Agree nor Disagree - indicated by 3
Agree — indicated by 4

Strongly Agree — indicated by 5



A study of industrial relations in manufacturinglirstries...

Table 1. Questionnaire for studying Industrial Refs (IR) Practices

ad

ne

Attributes Questions

IR1 Worker/employee grievances in the company aneled by the authority concern
with due care.

IR2 HR/IR executives are delegated to look after thpleyee welfare administration

IR3 Collective bargaining process is the method fegserd, protect and improve t
employer and employee relationship in the company.

IR4 Management is always active for communicating discussing day to day
operational problems/issues with the trade uniowarkers' association/workers'
representatives.

IR5 Management of the company always promotes wsrkarticipation in decision
making process of the organization.

IR6 Management believes in Win-Win situation in aegotiation/collective bargaining
process.

IR7 Trade Union/workers’ associations/local workemnspresentatives encourage and
cooperate to reach in ‘Win-Win’ situation in anygogiation/collective bargainin
process.

IR8 Management representatives especially HR/IR ekesuare very active to
participate in any events/occasions/rituals orgethlzy the workers/employees
of the company.

IR9 Both the management and workers representativade/ union always prefer
amicable settlement of any company disputes/cdsfliwithout conciliation
proceedings/adjudication by labor tribunal.

IR10 IR practices are influenced by GNH culture of &imu

Frequency distributionsfor Industrial Relations (IR) practicesin theindustries

Table 2. Frequency distributions of Industrial Relas (IR) Practices (%)

Attributes 1 2 3 4 5
IR1 7 15 53 20
IR2 4 10 20 50 16
IR3 3 7 28 49 13
IR4 6 11 23 46 14
IR5 11 25 21 36 7
IR6 4 10 26 37 23
IR7 10 21 31 32 6
IR8 6 10 22 40 22
IR9 4 6 32 43 15
IR10 5 7 23 35 30

The maximum number of respondents agree that werkployee grievances in the
company are handled by the authority concerned dvithcare, which is supported by 53%
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respondents. The minimum number of respondentseatirat Trade Union/workers’

associations/local workers’ representatives engmiaad cooperate to reach in ‘Win-Win’
situation in any negotiation/collective bargainipgpocess, which is supported by 32%
respondents.

An analysis of IR practices by main domains

Table 3. Survey of Industrial Relations Practicesritan domains

Main Total Total Neutral
. Questions Agree | Disagree
Domains %
% %
Collective IR3 Collective bargaining process is the 62 10 28

Bargaining method to safeguard, protect and improve|the
employer and employee relationship in the
company.
IR6 Management believes in Win-Wjn 60 17 23
situation in any negotiation/collective bar-
gaining process.
IR7 Trade Union/workers’ associations/lo¢al 38 31 31
workers’ representatives encourage and
cooperate to reach in ‘Win-Win’ situation |n
any negotiation/collective bargaining pro-

cess.
Grievance IR1 Worker/employee grievances in the 73 11 16
Handling company are handled by the authority

concerned with due care.

IR9 Both the management and workers 58 10 32

representatives /trade union always prefer
amicable settlement of any company
disputes/conflicts without conciliation pro
ceedings/adjudication by labor tribunal.

Relationship | IR2 HR/IR executives are delegated to lopk 67 13 20
Building after the employee welfare administration|
IR4 Management is always active for 60 17 23

communicating and discussing day to day
operational problems/issues with the trad
union or workers' association/workers'
representatives.

IR5 Management of the company always| 43 36 21
promotes workers’ participation in decision
making process of the organization.
IR8 Management representatives especially 62 16 22
HR/IR executives are very active to
participate in any events/occasions/ritualg
organized by the workers/employees of the
company.
IR10 IR practices are influenced by GNH 65 12 23
culture of Bhutan.

A%
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Collective Bargaining process in manufacturinguistties in Bhutan is in the begin-
ning stage of development. 38% respondents beliinag Trade Union/workers’
associations/local workers’ representatives engmiaad cooperate to reach in ‘Win-Win’
situation in any negotiation/collective bargainprgcess. 73% agree that worker/employee
grievances in the company are handled by the atytftancerned with due care. Only 43%
respondents agree that Management of the compawaysl promotes workers’
participation in decision making process of theamigation. But 65% believe that IR
practices are influenced by GNH culture of Bhutan.

A comparative analysis of IR practicesin industries of different ownership

Table 4. Survey of Industrial Relations in manuféaiy industries of different ownership

Government Company Private Company Joint Venture
Main Ques- BBPL Lhaki Steel BFAL
Domains | tions | TA D N TA | TD N TA | TD | N
(%) (%) | (%) | () | (%) | (%) | (%) | (%) | (%)
Collective IR3 50 7 43 63 0 37 45 17 38
Bargaining| |R 6 37 17 46 41 4 45 55 17 28
IR7 37 10 53 41 10 49 55 13 27
Grievance | IR 1 77 10 13 90 0 10 58 12 3

Handling IR9 60 0 40 34 10 56 50 12 33
Relation- IR 2 57 10 33 72 0 28 45 20 35
ship IR 4 33 17 50| 72 24 4 431 29 37
Building IR5 67 0 33| 63 7 31| 55 24 23
IR8 50 7 43 45 10 45 53 27 2%
IR 10 73 10 17 35 10 55 55 2( 25

Note: BBPL: Bhutan Boards Products Limited, Govir@d Company
Lhaki Steel Private Limited Company

BFAL: Bhutan Ferro Alloys Limited, Joint Vame Company

TA: Total Agreed, TD: Total Disagreed, N: N

Collective Bargaining process in all industries nst understood correctly. 41%
respondents believe that Trade Union/Workers’ Aisgimns/local workers’ representatives
encourage and cooperate to reach in ‘Win-Win’ situain any negotiation/collective
bargaining process (IR6) in the Private companykit@&teel, 37% respondents in the
government owned company BBPL and 55% respondertiteijoint venture BFAL.

Grievance handling is better performed in the gtdvcompany than in both of the
government owned company and the Joint venture. 9@%pondents agree that
worker/employee grievances in the company are lednol the authority concerned with
due care (IR1) in Lhaki Steel, 77% respondentsBiB and 58% respondents in the joint
venture BFAL.

Only 63% respondents agree that Management ofctimpany always promotes
workers’ participation in decision making proce$she organization (IR5) in the private
company Lhaki Steel, 67% respondents in the govemimwned company BBPL and 55%
respondents in the joint venture BFAL.
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Only 35% respondents believe that IR practicesigftaenced by GNH culture of
Bhutan (IR10) in in the private company Lhaki St&&% respondents in the government
owned company BBPL and 55% respondents in the yainture BFAL.

5. CONCLUSIONS

The study concludes that IR practices under nemogeacy in manufacturing industries
are developing but without huge public and soaialflicts and unrests, which are common
in other neighbouring countries. Due to good hunedettions among people, rooted in their
national culture employees cope with life challengeore softly in order to keep and
support harmony with one another and pursue hasggiimelife in this wonderful country.
With minimum level of salaries, wages, moderatekivay conditions, less economic and
social benefits they are content with their jobd emanagement people. The research proves
that Bhutan is a peace seeking country and it gsrsuccessfully Gross National Happiness
as their national goal.
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Olena CHEREDNICHENK O*?

AN ANALYSISOF THE CURRENT STATE OF THE
FOOD INDUSTRY OF UKRAINE AND DETERMINING
THE PROSPECTSFOR ITSDEVELOPMENT

The aim of this work is to analyze the currentestaf the food industry of Ukraine and
consideration of its development prospects under st priorities of national economy
development and the preconditions for establisféwgrable entrepreneurial climate in the
food sector of national economy.

The main trends and factors contributing to théterrdevelopment are outlined, the structure
and the dynamics of characteristic indicators divag of food industry enterprises; the
author also outlines the directions and factorsaneasing the efficiency of food industry
enterprises functioning within the industrial compbf Ukraine. State regulation of the food
industry should be focused on the developmentadysction of high-tech innovative products
with the highest possible added value, which wiltrease the competitiveness of food
products and the level of industrial processing.

Keywords: industrial complex; food industry; meat; sausag®dpcts; processing;
innovation.

1. INTRODUCTION

An effective activity of the domestic food indystnterprises is the basis for the stable
development and necessary increase in the voluni@odfproduction, and, accordingly,
the guarantee of an adequate level of food secofitiye country.

The production and provision of high quality foadfs to the population is the main
goal of the socio-economic development of socidgcordingly, the prospects for the
development and functioning of the food industrytleé country are always relevant and
priority. Ukraine's food industry is capable of ideting significant GDP growth and
occupying one of the first positions in the glofuald market.

The author investigates the current state and poisf the meat industry. Given the
current problems of the economy, new approachdhldrfield of meat technology and
healthy human nutrition, it is extremely importémtealize the tasks that will contribute to
the transition of the domestic food industry toeavrlevel and sustainable development of
the country, preserving the health of the Ukrainiation, enhancing food security and
improving the level of competitiveness of the natibeconomy.

1 Olena CherednichenkBhD, Department of Economics, Faculty of EconoNgtional University
of Life and Environmental Sciences of Ukraine; aimyal971@ukr.net. ORCID: 0000-0001-
-8908-4113.
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The purpose of the study is to substantiate theliities of the development and to
identify promising directions of development of tluwd industry of Ukraine. Previous
studies analyzed various aspects of the developofi¢iné food industry in Ukraine and the
meat processing industry in particular, and suggestcommendations for improving its
efficiency. However, the development of the foodustry requires constant monitoring of
problems with political, financial, innovation amdher aspects that are not sufficiently
covered in scientific studies.

2.METHODS OF RESEARCH

The problem can be solved on the basis of the Lideealialectical method, as well as
the application of the evolutionary approach — gedddevelopment, which is based on
continuous, gradual quantitative change. Econonathematical modeling is an effective
tool for substantiation of perspective directiofslevelopment.

3. RESEARCH RESULTS

According to the author's conception of the apphnpdbe realization of promising
directions of development of the food industry wathtimulating role of the state should be
carried out in all major areas simultaneously:

< improvement of tax, credit, monetary, customs anmiff fpolicy, investment policy in
order to create and maintain mutually beneficiapmration between the state and
enterprises, to create prerequisites for sustangitawth of the industrial economy,
protection of domestic producers and the interreadket of food products;

« changing the role and forms of direct economic k&ipn with a view to more
closely linking the interests of different levelsdabusiness entities;

* improvement of the legislative policy aimed at ¢t a single and more or less
stable legal space;

« development of state-owned enterprise in industith ihe purpose of direct
influence on the state on the management of indlignterprises, first of all they
form the scientific and technical potential of thdustrial sector.

The importance of the meat industry is that itois,the one hand, an indicator of the
state of development of other sectors of agricaltand on the other, characterizes the
purchasing power and well-being of the populatibthe country. As the incomes in the
structure of consumption of the main foodstuffsthg population increase, the share of
products of the meat and fishing industries inaeasConsumption of meat by one
Ukrainian per year in recent years remains almashanged with slight fluctuations: in
2017 — 48.98 kg, or 4.08 kg per month, in 2018 -44&g and, accordingly, 4.04 kg, and
in January—April 2019 — an average of 3.8 kg of inpeat month. The overall structure of
meat consumption is also stable, with a dominamp@rtion of poultry meat accounting for
almost half of the diet of Ukrainians. In 2017, fioumeat consumption was 24.34 kg per
person, or 49.7% of total meat consumption per,yi@aR018 - 25.15 kg per person, or
51.9%, in January—April 2019 — 8.24 kg per montth4.3%.

The largest domestic producer of poultry meat ig #gro-industrial holding
“Mironovsky Hliboproduct” with a market share of @8 The five major producers in the
domestic market also include the Agromars comphdich occupies 12% of the poultry
meat market, the Agro-Aries company with a 6% shafréhe market, the Dniprovsky
Poultry Complex, Vladimir-Volyn Poultry Farm and o Poultry Complex.
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Pork and beef also traditionally occupy a leadinge rin the structure of meat
consumption. Pork consumption in 2017 was 13.8 éigprson, or 6.76% of total meat
consumed per year, in 2018 — 12.6 kg per persod.186.

The largest pork producers in Ukraine are compasieh as APK-Invest, Danosha,
Nyva Pereyaslavshchyna, Globinskiy Pig Complexagprodservice.

Outbreaks of African swine fever have continuetbéoa major problem for producers
of this type of meat and continue to be recordedutdphout Ukraine, leading to mass
destruction of livestock. For example, the compavith foreign investment “Galicia-
West”, which is one of the TOP-10 largest domestarducers of pork, is forced to dispose
of tens of thousands of pig carcasses in 2018 Isecafithe detection of this disease.
Accordingly, it has significantly affected the pessors who suffer from underutilization
of production facilities.

But many pork processing companies are still expgndnd improving their own
production facilities. For example, in the Lviv feq, LembergMit opened a new meat
processing plant in 2018, investing more than 20aniUAH in production in 2016—-2018.

Domestic production of pork almost completely pdms the domestic market of the
country, and export potential is limited due to $ipeead of African swine fever.

Beef consumption in 2017 was 3.09 kg per persof,3% of total meat consumed per
year, in 2018 — 5.4 kg per person, or 2.62%. THerwe of lamb production in the country
is small.

Despite the fact that the most expensive and tiorvesuming type of meat is beef,
domestic production here can be highly competifpreyided the necessary requirements
for the safety performance of this type of prodaret met. In addition, these products have
great market potential for a wide range of conssiredmost unbounded by religious views
such as pork. However, fattening and in-depth msiog of beef meat is one of the most
unrealized niches of Ukrainian business today.

Modern processing in Ukraine is mostly primary, maolapted to specific markets.
Therefore, deep, expensive and efficient processimgquired to expand the markets for
sales, improve the quality of products, increasdr fhroduct range.

Overall, in 2019, domestic beef and lamb productienreased by a quarter. Nodular
dermatitis in cattle, which has been recorded inalie, played a significant role in this.

It was the reduction of beef and pork processiaglgd to structural changes in the type
of meat production in favor of poultry meat (Tale

Table 1. Meat production in Ukraine by types, thamdstons

2018to

Product 2012 2014 2016 2018 2012, %

Meat in slaughter weight 2209,6 2359,6 2323.,6 XB54, 106,6
Beef and veal 388,5 4127 375,6 358,9 92,4
Pork 700,8 742,6 747,6 702,6 100,3
Poultry meat 1074,7 1164,7 1166,8 1258,9 117,
Mutton and goat 20,0 14,4 13,4 14,3 71,5
Other types of meat 25,6 25,2 20,2 20,2 78,9

Source: Bulletin of Statistical service of Ukraif2919).
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In all, by 2012, the production of slaughtered niedtkraine increased by 6.6%, or by
145.3 thousand tons, from 2012 to 2018. Although ldrgest production volume was
observed in 2014. In 4 challenging years for thentiy, this figure was not reached in
2018.

The largest negative changes were recorded in lantb goat production, volume
decreased by 28.5%, and rabbit and horse meat @iody by 21.1%. Beef and veal was
also less produced by almost 30,000 tonnes, or.7.6%

Significant increase in production was observed ¢ poultry meat, namely by 184.2
thousand tons or by 17.1%. Such positive changes had to an increase in overall
indicators.

Much of the raw material is used for the productidrtanned meat and semi-finished
products, but the largest amount is for the pradnaif sausages.

Sausage production makes up about 14.5% of thientei@ production in Ukraine and
30% of the finished meat production. Consumptionsafisage products can also be
considered as an indicator of the well-being ofgibpulation.

The largest producers of sausage products in Ukaia LLC Globinsky meat-packing
plant, LLC “Ukrpromstach-95”, meat-processing coexglUkrainian bacon”, Meat factory
“Favorit plus”, meat-packing plant “APK-Invest”, fan Combine, Meat Guild Meat
Factory, Alan Meat Processing Plant.

Due to the decrease in livestock population, nadaha nodular dermatitis in cattle, the
epidemic in African swine fever pigs decreasegitoeluction of sausage products.

The most popular among domestic consumers aredbaild smoked sausages, which
account for 69.2% and 17.3% of the total sausagéygation, respectively.

One of the most expensive segments of the sausagenare raw and smoked products
that can be attributed to the delicacy market. filgé prices for such products are due to
the complexity of their production and the high podion of meat in the structure of the
finished product. But, in this case, consumerdaresed first on taste and quality, and then
on ingredients and value. The leaders of this ntarkeeJSC Yatran, Globino Corporation,
Alan Meat Processing Plant.

Table 2 presents the dynamics of changes in thduptmn of sausage products by meat
processing enterprises in Ukraine.

Table 2. Production of sausage products by meaepsing enterprises of Ukraine, thousand tons

2018to

Product 2012 2014 2016 2018 2012, %
Sausage products 294 2671 239 254 86,4
liver and similar products 6,2 6,9 6,2 5,6 90,3
boiled, sausages, wipes 188 171 156 168 89/4
semi-smoked 54,9 47,7 40,5 41,1 74,9
g%ookfedd smoked, semi-dried, uncooked,23,5 247 23.9 241 1026
smoked and baked 8,7 4,9 3,2 3.4 39,1

Source: Bulletin of Statistical service of Ukrai{2919).

In the period from 2012 to 2018, the total produttof sausage products in Ukraine
decreased by 13.6%, namely by 40 thousand tonsbifjgest negative changes are noted
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in the production of smoked and baked sausage pted@€ompared to 2012, their
production decreased by almost 61%. As the saupapgucts boiled, sausages and
sausages are the largest component of all sausadacgps produced, it is precisely the
decline in their production that has influenced tb&al volume of all sausage products.
During the period considered, the production ofksabsausages, sausages and sausages
decreased by 20 thousand tons, ie this decreasardsdor half of the changes in the total
production of sausage products.

Positive changes are noted only in the productibrmomked, smoked, semi-dried,
uncooked and smoked sausages by 2.6%, which onfirms the fact that there is a stable
circle of consumers of these products, which giefgrence to its consumption, not paying
attention to the various problems in society. Tikia driving factor for manufacturers to
expand this segment of the sausage products market.

In addition, 30% of the home-cooked and smoked aggas market in the domestic
industry are in the shadow. Such a market is pexmidy small producers, mainly in the
western regions of the country, who do not repwmithe fiscal service, selling products on
the markets, as well as illegal transportationaafssages from Italy and Poland.

Consumption of meat delicacies is always the lowlest to high prices and occupies
less than 10% of the market. The production of gurolducts strongly depends on the level
of welfare of the population. The most populartzae, bacon, brisket and carbonate, which
make up 84% of the total demand for delicacieghAtsame time, this particular segment
of the market remains more or less stable, sirebtlyers of these products do not abandon
it either in the reduction of the general levelafare or in times of crisis. The decline in
beef and pork production, as well as the high supplhicken in Ukraine contributed to
the emergence of a variety of poultry delicacieshsas smoked wings, rolls and more.

The largest manufacturers of delicacies in UkraireFirm Garmash, LLC Globinsky
Meat Factory, PJSC “Kremenchuk Myaso”, JSC “Yatravieat Factory “Favorit Plus”.
Negative factors affecting the development of tidustry may be a decrease in livestock,
rising prices for raw materials and energy, redgitire purchasing power of the population,
the loss of enterprises located in the Crimea a@steen Ukraine, the development of the
shadow market segment.

In general, it should be noted that the modern dtimenarket for meat and meat
products is consolidating. Large manufacturerstergartically integrated structures that
fully cover the cycle of production and marketirfgpooducts, from livestock to retail sale
of finished products. With regard to the meat marike leading trends are a decrease in the
production of basic raw materials and an increasthé share of cheaper meat, namely
poultry, in its structure.

The meat market has been volatile lately due toymeasons, such as rising prices for
animal feed and falling livestock due to the sprefdisease. A gradual but rapid transition
to the dominance of the meat substitutes markatehavegetable proteins, laboratory meat
and more, is projected to lead to a 70% fall in dednfor beef in the next ten years.

Issues of quality and environmental safety of faoffs remain acute for Ukrainian
producers and consumers, as their main criteridheis price. Most consumers have low
solvency, and manufacturers are forced to use ehneaybstitutes for raw materials. Food
safety standards have not changed in state stemfiterhany decades, and the lack of rigid
government controls has led to the irresponsibtéude of many producers and the
production of low quality products that could notapete in the world market.
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The level of supply of raw materials, the relatigipsbetween suppliers of raw materials
and processing enterprises, and the purchasingrpafiee population have a significant
impact on the development of the food industry #red production of high value-added
products.

The level of self-sufficiency of the Ukrainian foatdustry is quite high: most needs
reach more than 90%. However, the level of supglyneat, fish and fruit and berry
products due to the import of these food prodwtesufficient.

One of the promising areas of effective operatibthe industry is the development of
comprehensive integration links and the formatibmtegrated associations with a closed
production cycle, which allows you to regulate spstve costs, rational use of human and
material resources.

The level of prices for foodstuffs and householcdtomes is always closely
interconnected. The main driving force in markenditions is demand, so only solvent
demand leads to an increase in supply from produtertoday's realities in Ukraine, the
low standard of living of citizens is low, leadit@changes in the structure of consumption
of food by the population in favor of cheap andstabdard foods. Accordingly, one of the
main directions of development of the Ukrainiandanarket should be the production of
high quality products, but at a reasonable priceafavide range of consumers. Therefore,
food companies need to maintain their existing ogtitipe position in the market and win
new ones, improving product quality, modernizing@duiction technologies, improving
product marketing and providing affordable foodcps for the population.

State regulation of the food industry should beusmzl on the development of
production of high-tech innovative products witle thighest possible added value, which
will increase the competitiveness of food prodacatd the level of industrial processing. In
order to achieve this goal, the state must creat®réble conditions for attracting
investment.

In 2017, only 17.8% of the large and medium-sizeddfindustry companies were
engaged in innovative activities, most of whichrgpaoney on the purchase of machinery,
equipment and software. On the whole, the experaditwf large and medium-sized
enterprises for innovative activity in the field fofod, beverage and tobacco production
amounted to 1,402 million UAH, out of which 1,274 8illion UAH were enterprises' own
funds, 113.29 million UAH — credits, and other fandthis is from local budgets and other
sources.

Only 158 large and medium-sized enterprises irfdbd industry innovated, of which
98 introduced innovative processes, 89 innovatediymts, of which only 19 introduced
new products for the market. 117 large and mediim@dsenterprises sold innovative
products worth 4711.87 million UAH, of which onl\s Droduced products that were new
to the market worth 436.25 million UAH. Out of Ukma, in 2017, 37 enterprises were sold
innovative products worth 335.83 million UAH.

On the whole, the level of innovation activity ihet food industry is very low.
Insufficient working capital, lack of adequate statipport and investment are reflected in
the level of implementation of modern science awhhology, which, in turn, adversely
affects the technical equipment, production cagaafitmanufacturers and the quality of
products produced. Therefore, the most importaasaes for the lack of activation of
innovative activity at the domestic food industntexprises are: insufficient funds for the
implementation of the latest innovative projecighHevel of wear and tear of production
facilities and outdated technologies, which recgizensiderable expenses for updating the
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technical and technological base and attractinglhigualified specialists; long payback
period, etc. The good export potential of the ddimefod industry attracts foreign
investors, the industry ranks second after meg@lim terms of foreign direct investment.

In recent years, Ukraine has faced major challedgego economic and political shifts
that have led to significant changes in trade amhemic relations. The implementation of
the FTA with the EU countries dramatically chantiesdirection of development of foreign
trade relations, and trade preferences for Ukraigiaerprises contribute to the growth of
food industry exports.

According to the Ministry of Agrarian Policy and é@of Ukraine, Ukrainian exporters
have not been able to use all tariff quotas in fol2018, the under-utilized quota for poultry
and poultry semi-finished products is underuse®-2%, for eggs and albumins — 48.3%,
for bran, waste and residues — 43.2%, for processexhl products - 40 , 1%, oats — 36.5%,
milk powder — 24.1%, processed milk products — 2&.tarley, barley flour and granules
— 16.6%, other sugar products — 15.9%, milk, creamdensed milk and yoghurts — 15%,
processed sugar products — 13.9%, ethanol — 10mt¥tbasic sugar tariff quota — 85%
(Cherednichenko, 2017).

The main reasons for this situation were the imgtolf domestic producers to meet the
requirements for compliance with standards of sayiand phytosanitary measures and
food safety due to differences in the standardshef system of standardization and
certification of food products; the complexity b&tsituation directly on the EU market due
to Russia's sanction regime against food imports aonsequently, oversaturation of its
own production. Therefore, the orientation of iragieg exports of food products needs to
be extended not only to the available markets ®fGH and EU countries, but also to the
Middle East, Asia and Africa. For example, dairgguicers, such as PJSC “Zolotonissky
Oil and Gas Plant”, PIJSC “Yagotinsky Butter Plah@ye been certified by the European
Commission and supply their products to the EUN@hUAE and other countries. Today
Ukrainian producers supply products to marketdmbat 190 countries.

4. CONCLUSION

According to these factors, the prospects for tleeetbpment of food industry

enterprises are as follows:

« reducing the cost of processing raw materials,uthe of the latest technologies to
improve the quality of food and reduce the pricetfi@ end consumer;

 creation of innovative products for additional ino® of the producer, expansion of
the range of consumers of different contingent gsoand maximum satisfaction of
their needs;

« the formation of agro-industrial clusters that wbehsure a continuous technological
process of production, starting with the cultivatiof agricultural products, their
processing, production and sale of food;

« attraction of foreign investments for expansiopmiduct range, updating of material
and technical base, modernization of productiorc@ss, introduction of resource-
saving and low-waste productions and improvementresfults of activity of
enterprises;

< ensuring compliance with standards of sanitarymnydo-sanitary measures and food
safety; implementation of the HACCP food safetyteys and other certification
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systems; Orientation of domestic producers to {preinarkets, increasing the
competitiveness of products at the global level;
< improvement of the national regulatory policy ie &phere of foreign trade relations
in order to increase the competitiveness of expbrtoodstuffs, to continue the
protectionist policy towards the domestic commogitgducer.
The realization of these tasks will help the traosiof the domestic food industry to
a new level and sustainable development of thetcppreserve the health of the Ukrainian
nation, enhance food security and increase thd lEveompetitiveness of the national
economy.
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DIRECTIONS OF DEVELOPMENT OF DIGITAL
SOCIETY IN UKRAINE: BY CASE
OF DNIPROPETROVSK REGION?

The current stage of the information society hanhiavestigated by the authors. Under the
influence of development of new technologies, & kkear signs of a transition to a digital
society. It has been proven in the article thattidespread use of mobile devices in the life
of social individuals alters dramatically the irgtetion between public authorities and
stakeholders. It has been argued in the article nioa all administrative processes and
procedures can be automized during the digitalsfoamation. It has been shown by the
authors that the positive example of the developroédigital society’s foundations at the
regional and local level is becoming a factor for tigitalization of all public administration
bodies of Ukraine. The results of an expert surmeyassessing the digital development of
Dnipropetrovsk region has been presented in thaert

Keywords: information society, digital society, digital trdaemation, electronic readiness,
electronic governance, electronic democracy.

1. INTRODUCTION

The aim of the article is to identify the problersd directions of digital society’s
development in Dnipropetrovsk region of Ukraine.

The research methodology is aimed at studyingttite sf transition of the information
society to the digital one using logical analysignthesis and comparison, as well as
conducting an expert survey by the Delphi method.
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The scientific originality of the article is thahe factors of the transition of the
information society to the digital one, which cam bsed both at the regional and local
levels, have been identified.

The practical significance of the article is thhe tpeculiarities of digital society’s
development in one of the industrialized region$Jkfaine have been identified based on
the study of territorial communities’ e-readiness.

The result of the study is the identification of timain priorities for the development of
digital society in Dnipropetrovsk region of Ukraine

2. TRANSITION FROM THE INFORMATION SOCIETY TO THE D IGITAL
SOCIETY

Many authors give different interpretations of tomcept of the “information society”,
but what they all have in common is that such ad@etpds based on information and
communication links. By the encyclopedic definitiothe “information society” is
“community in which information and communicaticgchnologies are central to social
and economic activity” (Dutton, 2003). A more sffiecivording is “the information society
is a neo-manufacturing society in which informatisrboth the raw material we produce
and the manipulate and the finished good we con$(rheridi, 2014).

The initial milestones of the information societgtel back to the days when writing,
printing and then media were invented. The finahfation of the information society
occurred when the development of information andnmoinication technologies
(hereinafter — ICT) enabled the processing of imftion through means of transmission
and recording (Floridi, 2014). In the pursuit oé ttapid spread and adoption of ICT, it is
necessary to understand that one of its importspe¢s is the adaptation of humans to
technology.

On the other hand, further large-scale developmEI@T influenced on a society. This
impact needs the ethical and intellectual basikCafs use to be understood and justified
(Floridi, 2014). In this sphere, scientists asstineeinterconnection of digital and physical
worlds, that is, they make researches, which shuwat the human perception of the
technology world can determine human’s possibler&ugctivities (Dufva & Dufva, 2019).

The use of information and communication technasdiransformed the society of
a particular country into an information societyoidover, public administration was made
with the help of ICT and the public and becamdait, the e-government (Floridi, 2014).
That is, the e-government became the ground forfuh&re introduction of the latest
technologies. And it is the digital transformatibiat leans on this previous experience.

Digital ICTs are making closer the overcoming o thgital divide between territories
and are tied to big data, social networks, the térgp information and cybersecurity,
blockchain, the Internet of Things and more. Thynidicant for these digital technologies
is the use of the technology of the artificial lhtgnce.

Studying the development of technologies in theligianal context, digital ICTs are
transforming the information society into a digi@mmunity (Floridi, 2014). From now
on, each of us feels that digital technology emtetlee everyday life of the most of
individuals. Modern cell phones, information neti®and other things, which was only
predicted by authors in science fiction books sahacades ago, are a reality today (Dufva
& Dufva, 2019). In our deep conviction, the begimmiof the transformation from the
information society to the digital one started wikie launch of Apple's phones, namely
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I-phone. The concept of the mobile phone of sugle tsthanged the possibilities of digital
technologies’ use radically. The smartphone opé¢heapportunity to work without being
tied to its owner's location, by accessing 3G/4@tdband mobile Internet.

An example of the interest of the population to gpteones and digital technologies is
the growing number of Internet users worldwide. &ample, according to Eurostat, in the
European Union countries the amount of people ddgedo 74 who frequently use the
Internet (daily or almost daily on average) accedrfor 38% of their total in 2007, and for
76% in 2018. Moreover, statistics considered the of the Internet network, which
includes all places and ways of access for prigatgork purposes (Individuals frequently
using the internet, 2018).

For comparison with the Ukrainian realities of hmtet penetration in Ukraine, the
number of Internet users increased by 59% for @i years, from 12% (in 2004) to 71%
(in third quarter of 2019). The rate of Internecess in villages and small towns is
increasing gradually, coming closer to the regiamitiés. The big growth over the last three
years happened as for the vast majority of usecshalve connected to the Internetin 2019,
the smartphone is the first and only one mobilea@®eto access the network. 22% of users
access the Internet exclusively through their sphanes. Most of the population under 35
are Internet users (Internet penetration in Ukrai@etober 2019). Thus, population’s
“smarting” contributes slowly to the digital transfation of citizens.

During recent years, the gradual transition from ithiformation society to the digital
one has become more tangible. In Ukraine, at tte &tvel, a number of defining regulatory
documents were adopted, namely concepts: the dmwelnt of the e-governance, the
development of the e-democracy, as well as thelderent of the digital economy and
society. Therefore, it should be noted that théesk trying to act systematically in the
studying and implementation of the latest digiethnologies in public administration
(including local governments).

It should be noted also that there is a digitaigfarmation in the public administration,
which aims to change the organizational and buraticaspects of the activity, taking into
account interests of the stakeholders — businedsciizens. The speed of the digital
transformation will depend on many factors. At tteeme time, the use of the latest
technologies by the stakeholders will require promaps in the activity of the authorities.
This, in turn, will lead to the adaptation of adistrative processes for the provision of
services to external needs. In these circumstarstakeholders play not only a role of
a customer, but become a partner in transformaimithe use of the latest technologies in
service delivery. In this context, scholars intetgdigital transformation is a holistic effort
to revise core processes and government servigeath¢he traditional digitization efforts”
(Mergel, Edelmann & Haug, 2019). Considering thenhn factor, it can be assumed that
digital transformation in public authorities wilelslower than expected.

In general, the automation of processes in pulbdiiaistration is an attractive field for
the introduction of digital technologies, in padiiar the artificial intelligence technology.
In some cases, optimism in the implementation ef dhntificial intelligence in public
administration is faced with the impossibility aftamating of administrative processes and
procedures from a technical point of view. Thatlsywarises the question to outline the
capabilities of such automation, as “from the nudte of thousands of administrative
procedures, decision makers must select those ggesdhat are appropriate for partial or
full automation” (Etscheid, 2019). We believe thlé implementation of the artificial
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intelligence in public administration will requiokanges in existing administrative models
of the organization, somewhere without the humaff 8t automatic mode.

Artificial intelligence is a technology that allowemputer systems fulfilling tasks, close
to the level of the human intelligence. The avdiighof data, analytics and cloud
computing has a positive impact on the developmatthe artificial intelligence
technology. This accessibility is an opportunityr fthe machine learning and the
development of algorithms for this technology (UMGEBvernment Survey 2018).

We believe that the artificial intelligence, beiagnajor factor in the digital society,
should a prioribe taken into account when desigaimdjimplementing digital ICT in public
administration.

Public administration resources should be diretitettie fulfillment of one of the main
tasks — the provision of qualitative administratsezvices. That's why, the technology of
the artificial intelligence is designed to effeetliy allocate resources in public
administration’s bodies, the operation of softwdmets for the provision of certain
administrative services, the automation of decisioaking on minor everyday issues,
responding to templates of citizens, adjustingifigity in responding to emergencies,
forecasting changes in environments, traffic mamseye, and also in recognition and
translation of different languages (UN E-Governngatvey 2018).

In Ukraine’s realities, the introduction of digitEdchnologies, including the artificial
intelligence, is a benchmark for the Governmertategic goals in the long-term future.
But with all positive intentions, this situationeds to stimulate the development. The
necessity to solve all existing issues relatedetthiical support and shortage of the
specialist staff does not hasten the adoptiongifalitechnologies in public administration.
Positive experience of digital society’s developtregrthe regional and local levels can be
a driving force for the advancement of digital adgphents at the national level. To that
end, the evaluation of the electronic readinesglistricts, cities and united territorial
communities has been made in Dnipropetrovsk regfdskraine.

3. PERSPECTIVES OF DIGITAL SOCIETY’S DEVELOPMENT
IN DNIPROPETROVSK REGION OF UKRAINE

The determination of perspectives of digital sgégetievelopment in Dnipropetrovsk
region was conducted by the remote method undecréetion of the regional program
“Electronic Dnipropetrovsk region” for 2020-2022aye and engaged an expert survey of
554 persons who included the authorities, busirsssnce and the public.

The Delphi survey questionnaire was designed on khsis of the results of
a preliminary analysis of the condition of “infortization” in the region. The experts were
asked to answer questions about the level of dpuadat of the digital society of
Dnipropetrovsk region by the following estimates:

1 — not important / incredibly / very low

2 — little important / little likely / low

3 — important to some extent / probably to somerxt medium

4 — important / probably / high level

5 — very important / very likely / very high level

0 — difficult to answer

The research results given below, made it posslmclude significant aspects of
public administration digitization to Dnipropetr&v®Region Electronic Informatization
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Program for 2020—2022 (Dnipropetrovsk Region Cdyu@€i19). In fact, the draft program
of Dnipropetrovsk Regional Council, which was apg in October 2019, is a roadmap
for the implementation of the idea of digital sagia the region in accordance with world
standards, which takes into account the interactiggovernment, business and civil society
institutions.

The following digital development indices defined the International Telecommu-
nication Union and other specialized UN units waiesn as the basis of the research:

* ICT development index (2017) — Internet accesstaligequality issues;

* E-Government Development Index (2018) — Informatiamd Communication

Structure and Document Management;
« E-Participation Index (2018).

4. RESULTS

The research allowed suggesting a number of caodsisregarding the digital
development of one of the most industrial regiohtlkraine (Electronic Dnipropetrovsk
region 2020-2022, 2019). The peculiarity of theeaesh was that there were more than
29% of business representatives and 30% of repedsess of civil society institutions
among the experts. Other experts were represessgatifvpublic authorities and budgetary
institutions. This provided a qualitative preseiotabf different opinions and, accordingly,
a synergistic effect of the cross-sectoral intéoact

According to data of Table 1. by experts’ opiniottse level of Internet access in
Dnipropetrovsk region is at a rather low levelhaligh it is a bit higher than the index of
the International Telecommunication Union for thbaole country. At the same time, the
level of the information security is poor. One @en say that cyber threats are an urgent

Table 1. Level of Development of Information andn@ounication Infrastructure

Quality Score 0 1 2 3 4 5
of the S
Internet d“tr"ey 0,6% 0,6% 45% | 212%| 3589  37,4%
access ata
Quality Score 0 1 2 3 4 5
of Internet S
providers d“tr"ey 0,0% 1,7% 6,2% | 31,3%| 43,69  17,3%
services ata
Score 0 1 2 3 4 5
2,2% 1,7% 8,4% 38,0% 36,3% 13,4%
Quality of ®0
3G/4G mobile o1
internet dSurvey 2
services ata ®:
@4
@5
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Table 1 (cd.). Level of Development of Informatiamd Communication Infrastructure

Score 0 1 2 3 4 5
7,8% 8,4% 15,6% 43,6% 18,49 6,29
Degree of
informational o 3
systems’ g:tr;/ey : ,
protection e
@4
®5
Score 0 1 2 3 4 5
Degree of S
cyber-threats d:{;’ey 7,3% 34% | 156%| 24,0% 2859 21,2%
Score 0 1 2 3 4 5
7,8% 25,1% 31,3%
@0
Degree of o
software piracy | SUrvey o>
data
®:
@
®5
The degree of | Score 0 1 2 3 4 5
enterprises and
organiza-
tions’ innova- S
tion activity in d“t“’ey 5,0% 73% | 207%| 43,6% 19,69 3,99
the sphere of ata
digital
technologies
The possible
speed of Survey
Internet access data
in the region in @ Over 30 Mivsec
2022 & Ower 50 Mbfzec
Over 30 Mb/sec|  3,9% ¥ o ot e
Over 50 Mb/sec| 25,7%
Over 100 Mb/se¢ 70,4%
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Table 1 (cd.). Level of Development of Informatiamd Communication Infrastructure
The necessity to Score 0 1 2 3 4 5
implement the “cloud” Survey
technologies data 3,4% 2,2% 6,1%| 16,89 27,49 44,1
The level of potential Score 0 1 2 3 4 5
demand for digital S
goods, jobs and services | - “t“’ey 06% | 1,1% | 7,3%| 251% 41,3% 24,60
among the population ata
The level of use of digital | Score 0 1 2 3 4 5
technologies by budget | Survey
organizations data 1,1% | 45% | 27,99 352% 23,54 7.8%
The level of potential Score 0 1 2 3 4 5
demand for digital goods,
products and services Survey
among enterprises and | data 3,4% | 0,6% 6,7%| 29,19 45,39 15,1p6
organizations in general
The level of potential Score 0 1 2 3 4 5
demand for digital
products, jobs and Survey
services in budget data 2,8% 5,0% 11,7% 29,10 D 35,8C 15,6%
organizations
The level of innovative Score 0 1 2 3 4 5
activity of enterprises
and organizations in the | Survey
sphere of digital data 5,0% 2,8% | 1519% 37,4% 32,44 7,3%
technologies

Source by materials of Electronic Dnipropetrovsiioa 2020-2022, 2019.

problem in Ukraine. The same applies to asseshmgel of the digital piracy. Too high
figures indicate a clear shortcoming on the parthef authorities to end such criminal

practice.

The level of the e-democracy in any country is didiclosely to the characteristics of
traditional democracy and, above all, to the petities of the rule of law and civil society.
Taking into account the development of these tvetofs, Ukraine occupies a very middle

place in the world ranking. These is reflected algthe results of the research. At the same

time, it is necessary to mention the great demaddnallingness for the e-democracy from

the population.

Table 2. The Level of Electronic Democracy

The level of use of Score 0 1 2 3 4 5
information technologies | Survey

by the population data 0,6% 6,1% | 13,4% 43,6% 29,19 7,3%
The readiness of the Score 0 1 2 3 4 5
authorities for electronic

communication with the | SYVeY | 5 a0 | 10106| 21,24 36.9% 20,1 8,9%
public data
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Table 2 (cd.). The Level of Electronic Democracy

The readiness of the Score 0 1 2 3 4 5
population to get Survey

electronic services data 1,1% 78% | 16,2% 46,9% 21,8% 6,1%
Level of awareness and | Score 0 1 2 3 4 5

readiness of the
population to use
elements of e-democracy
and governmental
information resources
Level of use of the Score 0 1 2 3 4 5
Internet and
telecommunications by
the public to interact
with the authorities and
get public services
Level of use of Score 0 1 2 3 4 5
information technologies
by public authorities for
public consultations

Level of access to public | Score 0 1 2 3 4 5

information, transparen-
cy and accessibility of

Survey

3,4% | 10,6%| 285% 43,6% 11,7% 2,2%
data

Survey

0,6% | 10,1%| 24,099 43,0% 19,0% 3,4%
data

Survey

3,9% | 11,7%| 25,7% 352% 17,9% 5,6%
data

information on the j“t“’ey 1,1% | 11,2%| 16,294 33,0% 29,1% 9,5%
activities of public ata

authorities

Need for citizens’ Score 0 1 2 3 4 5

training on how to use Survey
the e-democracy tools data

Need for school training | Score 0 1 2 3 4 5
for young people on the

0,0% 1,7% 1,1%| 15,69 22,9% 58,70

use of the e-democracy Survey 0,6% 0,0% 2,8% 7,3%| 145% 74,9%
tools data

Quality of public budget | Score 0 1 2 3 4 5

use (budget of partici- Survey 0 0 . . )
pation) data 78% | 11,2%| 16,2% 40,8% 17,3% 6,7%

Source by materials of Electronic Dnipropetrovsiioa 2020-2022, 2019.

E-Government in Ukraine is developing actively dgrihe last 4 years. It happened
mostly thank to international grants. Meanwhileigears from 2016 to 2018, Ukraine's
international rating dropped by 20 points. No clegplanation for this situation has been
given yet. According to all expectations of spestal counting the high volume of
advancement of digital technologies, it should e dpposite. Perhaps this is somehow
correlated with the general assessment of countpyBlic authority corruption and
influences directly the attitude to the e-gov.

The results of this study have rather raised a murobquestions, which need further
research, than gave a clear vision of ways to dbkwalescribed problems.
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Table 3. Level of Electronic Governance Development

Score 0 1 2 3 4 5
2,2% 6,1% | 19,0%9 43,0% 26,3% 3,4%

[ ]
Level of e-government @1
development in general | SUVeY 2
data
[ 3]
94
95
Score 0 4 5
Quality of the site of the S
authority d;*tr;’ey 2,8% | 3,4% | 10,19 30,2% 39,1% 14,5%
Quality of provision of Score 0 1 2 3 4 5
electronic administrative
cervices iggey 50% | 6,1% | 151% 352% 30,7% 7,8%
Level of use of electronic | Score 0 1 2 3 4 5

document flow (including | Survey
electronic signature) data

Score 0 1 2 3 4 5

Survey
data

2,2% | 11,2%| 15,694 36,3% 257% 8,9%

Quality of e-procurement

system 8,9% 50% | 11,7% 352% 29,1% 10,1%

Source by materials of Electronic Dnipropetrovsiioa 2020-2022, 2019.

5. CONCLUSIONS

The peculiarities of country’s digital society deymment in one of the industrialized
regions of Ukraine have been determined on the plarof research of territorial
communities’ electronic readiness.

Experts from three sectors of society — authohitysiness, civil society — took part in
the research. The expert survey was conducted tsinBelphi method. The roadmap of
the further development of information societylie region was presented in the form of
Dnipropetrovsk region’s informatization program éEtronic Dnipropetrovsk region
2020-2022".

The results of the research showed important pnabkend directions for further work
on the development of digital economy and digitadisty in the region, such as:

« the level of access to the high-speed Internetrial areas is far behind urban indices.
The situation can be characterized as digital iy which leads to a restriction
of population’s access to e-services and is anaolesto the development of the
e-government in the local government. Experts beesblution to the issue in the
dissemination of 4G mobile network access technetdhrough public-private
partnerships.
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< along with the great desire of population to depetbe e-democracy, there is
a problem of improper work of relevant digital resmes. Another actual problem is
the lack of necessary knowledge and skills amoegréipresentatives of the civil
society and population in general.

« e-Government is developing actively in terms ohtedogy and software, but its
efficiency is still very low. By experts’ opinioit,is caused by the low level of digital
competencies of public officials and this requisgeecial training programs and
retraining of employees of public administratiordies.

REFERENCES

Dnipropetrovsk Region Counci2019). Access on the internet: https://oblradga\pua/
rishennia/sklikannia-7/xviii-sesiya [in Ukrainian].

Dufva, T., Dufva, M. (2019). Grasping the future to¢ digital societyFutures No. 107.

UN E-Government Survey 2018ccess on the internet: https://publicadministratio.org/
egovkb/en-us/Reports/UN-E-Government-Survey-2018.

Dutton, W.H. (2003). Information SocietyEncyclopedia of International Media and
Communications

E-Government Development Index (2018)N E-Government Survey 2018ccess on the
internet: https://publicadministration.un.org/egbidn-us/Reports/UN-E-Government-Survey-
2018.

Electronic Dnipropetrovsk region 2020-2022019). Access on the internet: https://rpi2020-
22.dp.gov.ua/storage/app/sites/70/dridu/result%2@x[in Ukrainian].

E-Participation Index (2018)N E-Government Survey 201&ccess on the internet:
https://publicadministration.un.org/ egovkb/en-ussAtiOverview/E-Participation-Index
Etscheid, J. (2019) Artificial Intelligence in Pubhdministration Springer Cham, vol 11685
Floridi, L. (2014). The Fourth Revolution: How thefdaphere is Reshaping Human Reality.
Oxford University Pres248.

ICT development index (201 easuring the Information Society Report 20A¢cess on the
internet: https://www.itu.int/en/ITUD/Statistics/Documefipublications/misr2017/MISR2017_
Volumel.pdf.

Individuals frequently using the internet (201&urostat. Access on the internet: https://
ec.europa.eu/eurostat/tgm/table.do?tab=table&phigtanguage=en&pcode=tin00092.
Internet penetration in Ukraine, October (20E3ctum Group UkraineAccess on the internet:
https://inau.ua/sites/default/files/file/1910/damtanovchyh_doslidzhen_iii_kvartal_2019_rok
u.pdf. [in Ukrainian].

Mergel, I., Edelmann, N., Haug, N. (2019). Definingiwdibtransformation: Results from expert
interviews.Government Information QuarterliNo. 36(4).

DOI: 10.7862/rz.2020.mmr.3

The text was submitted to the editorial office: Deler 2019.
The text was accepted for publication: March 2020.



MODERN MANAGEMENT REVIEW 2020
MMR, vol. XXV, 27 (1/2020), p. 31-37 January-March

Justyna LIPINSKA!?

"NO" SECURITY OF INFORMATION TECHNOLOGY

Using the Internet is inseparably connected witltding the awareness of its users, hence the
tasks that arise for a modern man in relation forimation technologies, especially in terms
of online threats. Children are particularly vulig#ea The most common threats include:
contact with pornographic content, contact withletd materials, contact with pedophiles,
internet addiction, contact with online cheaterssanscious participation in illegal activities,
financial consequences, unconscious disclosurgafration. The purpose of the article was
to indicate tasks for parents along with identifia of dangerous situations affecting
children's behavior. Readers will also learn abouint of sexual abuse of children on the
Internet and methods of filtering Internet contdiite adopted research method is a qualitative
analysis supported by the retrospective analystsiigue.

Keywords: information technologies, Internet threats, cipitatnography on the Internet.

1. TASKSOF MODERN MAN TOWARDSINFORMATION TECHNOLOGIES

The intensive development of information technasegds primarily the development of
a global computer network — the Internet. It iscpically an unlimited source of
information, an ideal way to communicate and wdkkcontemporary man is no longer
enough to just find and process information, thditalto select, eliminate and build
a coherent image from elements scattered in maggsaand resulting from information
available on the web is becoming more and more itapb The basic problem today is the
ability to communicate with other people and theducts of their civilization. Therefore,
not only an adult but also a small child using in& resources must acquire and
consolidate, throughout their life, certain uniarsskills. Learning from network
information resources is a basic skill of learnhmyv to use Internet resources in technical
and logical terms. This skill forces the networleugo master more and more ways of
communicating using online tools. Communication tha network is not the same as
communication in the real world. It requires theguaisition of new language and
non-language skills and skills. The third skill assary to master is the ability to process
information on the web. There is information chaothe network, from which in order to
“shell out” one should have ways to filter thisanhation. To be able to possess these skills,
it is a must for every human being in the “inforfoatsociety” to meet the tasks posed by
information technology. In the “information socigtyhe focus is above all on openness to
new technologies and thus the ability to use thificiently and the ability to choose. These

1 Professor Justyna Lika, PhD, The Faculty of Management and Command,\Wae Studies
University, |. gen. A. Chriciela ,Montera” 103, 00-910 Warszawa-Rembertow; akm
j-lipinska@akademia.mil.pl. ORCID: 0000-0001-823876.
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tasks become indispensable features of a full am$agous member of the information
society. They change our skills but above all cleamgr mentality. For many people, these
are great challenges that not only teachers, edis;diut most of all parents have to face.
These changes occur because children and adolssequtre this from adults. In addition,
the greater our awareness of the tasks ahead dheidess unpleasant events can be
encountered by children and young people usingréssurces of the Internet. The
competition that parents and teachers involuntasifter does not tear up today only in the
fight against the media but, or perhaps, primaoifythe Internet. This internet network
creates an environment that modern parents ankddesamust learn. In order not to be afraid
of him, you should understand them. That is why #o important.
« realizing that parents and teachers cease to bmde source of information for
children and young people,
« realizing that there is competition with the media computer forms of education,
and it is much more difficult than fighting otheddictions,
« accepting the fact that the teacher and parentidhake on a new role — a guide to
the world of information,
» teachers and parents learning counseling in thaikea process using new media
(https://szkolnictwo.pl/).

2. THREATSON THE WEB

When using the Internet, we are often not awarh®threats it may pose. Despite the
fact that we hear about Internet pornography, peilegangsters or scammers who are
prowling the Internet, it seems to us that thissdeet apply to us and our loved ones. This
is usually due to our (parents and teachers) igeraf network threats. Therefore, you
should be especially attentive on the Interneteeigly when children use it.

The purpose of these considerations is to makentsmi@nd teachers aware of the
importance of teaching children appropriate behayishaping their habits and being
sensitive to the dangers of the network.

The most common threats to which children are exgpasclude:

« contact with pornographic content,

* contact with violent materials,

« contact with pedophiles,

* Internet addiction,

 contact with online scammers,

« unknowingly participating in illegal activities,

« financial consequences (e.g. use of dialers, icgrams connecting the computer to

the Internet via numbers 0-700),
* unconscious sharing of information (e.g. card nub@addresses, passwords)
(Barabach, http).

Unlike the Internet, the judicial institutions hasteictly defined limits of impact, which
is associated with the existence of different diéfins of illegal content in different
countries. In accordance with the law in force a@faRd, it is prohibited to publish:

< pornographic content involving a minor, pornograpltontent related to the

presentation of violence or the use of an animal;
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< content publicly promoting a fascist or other tiiéalan state system or inciting
hatred against national, ethnic, racial, religidifferences or because of religious
denominations;

e content that publicly insults a group of peopleaor individual because of their
national, ethnic, racial, religious affiliation because of their non-denominational
status (http://statystyka.policja.pl/st/kodeks-kayn

In addition, it is unlawful to publicly present pargraphic content in such a way that it

may impose its reception on a person who does aot W and to present pornographic
content to a minor under 15 years of age or toigeotiim with items of this nature or to
disseminate pornographic content in a manner tltvsa minor getting to know them.

The vast majority of psychologists are of the aminthat frequent contact of minors

with pornography has a profound, multidimensionald aharmful effect on them.
Pornographic content is a source of experiencesiingtasses young people's adaptability
and provides them with pathological behavior patemhey shape a distorted and negative
image of the world, interpersonal relations (ergtiumental treatment of other people),
perpetuate a false image of femininity and masiylinAs a result of contact with
pornography, eroticism of the child's psyche aagiemature sexual arousal, as well as an
increase in the level of anxiety in the child, iensattention deficit hyperactivity disorder,
and the occurrence of neurotic and depressive gymgptmay occur. The correlation
between the frequency of contact with violence hadi pornography and the strength of
their impact is well documented.

The more often children in preschool and schoolcagee into contact with violence in

films or games:

» the more often he violates the law in adolescendeaalulthood;

» the more often the conflict with the law resultsnfr the use of violence, the more
violent it is, especially when under the influeréealcohol;

« the more often he also uses it in his future famitpwards his spouse and children;

 the greater the tendency towards alcoholism, prautig trivialization of cruelty;

e even more so in adult life, women are willing toceygt men's violence against
themselves and incorporate elements of violenaesekual fantasies and behavior
(Wortal Jana Pawta Il Wielkiego - Pokolenie JP2piwww.jp2w.pl/pl/42118/).

Itis also worth mentioning a number of other tiseand examples of dangerous content

that children and young people surfing the Intemay encounter:

« cyberbulling - this is violence based on challegginidiculing, blackmailing or
spreading compromising materials on the networkngisinformation and
communication technologies (messengers, chats, it@sbsblogs, SMSs and
MMSes). Gemius (2007) research shows that moretthtiof teenage Internet users
in Poland, aged 12-17, have been the victims of ahyhe above acts of
cyberbullying;

* grooming — is the seduction of children by adultsthe Internet. “Cybercriminals”
mainly use instant messengers and chats to es$tablitose contact with children.
They try to convince children to talk about sexjckihcan be an introduction to the
further trapping and harassment of the youngessuga adult, often pretending to
be the peer of his victim, gradually gains her tirymersonal data, photos, and
sometimes becomes a “good friend”. He urges thiel ¢hiwatch pornography and
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insists on meeting in the real world. When a megetincurs, the child is usually
sexually abused and often becomes a victim of thie jdustry;

e content promoting religious movements considerett se

< content promoting anorexia and bulimia as a lifiestyot a serious iliness;

« content inciting suicide or self-harm;

e content promoting drugs and other stimulants — nofteh by emphasizing their
supposedly healing qualities or indicating thatyttopen man to spiritual reality
(https://www.enisa.europa.eu/publications...).

3. DANGEROUS SITUATIONS AND BEHAVIOR OF CHILDREN

The appearance of a new medium in the child'swfach is the Internet, can affect his
behavior and way of looking at the world. For cteld, the web is a place where they can
find both entertainment and knowledge (althougly thél usually look for the first one).
Here he can also meet new friends. Such versatiftythe Internet, abundance of
information, potential contacts may affect the dsibehavior or even his development.

A very important task for a parent is to pay aitamto the behavior of the child who
uses a computer connected to the Internet. Somgtimaicing unusual behavior can
prevent unpleasant and even dangerous events.alyy@baviors that can be observed by
the parent at home and the teacher at school iadudh behaviors as:

« the child often talks about a new friend that yenrdanever heard of before,

« the child spends a lot of time on the Internet, aadh parting with the computer

causes him sadness or anger,

« the child begins to use words that are negativedyked — terms that are directly or

indirectly related to violence or sex,

« the child becomes aggressive towards the envirogmen

« the child talks about his new idol — a super heho &.g. defeated all enemies,

* the child is contemptuous of their friends who @t mse the Internet,

« the child tells strange, imaginary, amazing stonesvhich the motive is fight or

violence,

« the child asks questions related to spheres that hat been of interest to him so far

(e.g. questions related to eroticism or sex) Pastoitp).

4. FORM S OF SEXUAL EXPLOITATION OF CHILDREN ON THE INTERNET?

The internet is currently the favorite site fortines of pedophiles and other scammers.
They often impersonate children using chats an@msnessengers, which the youngsters
love to hang out on. As a rule, a child is trus#nt gullible and can be tempted to meet.

A review of the literature related to the dangefrshe Internet for its youngest users
allows the specification of basic phenomena astegtiaith broadly understood sexual
abuse. Those are:

e presenting pornographic material on the Internet,

« producing and presenting child pornography on tibernet,

« use of websites by pedophiles for the purposeowincunication and exchange of

information,

2 SeeRaport-undacji,Dzieci Niczyje": Pedofilia i pornografia dzieeta w Internecie-t. Wojtasik.
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« the use of websites by pedophiles to contact pialevictims (https://depot.ceon.

pl/bitstream/handle/123456789/3651/...).

In accordance with the laws of most countries, gméag pornographic material on the
Internet under appropriate conditions is not pritéih In practice, most of the security of
pages containing such content is ineffective, wiesdults in the wide availability of this
type of material for the youngest users of the petwThis is a serious problem, often
raised in debates on the safety of children orrttegnet. However, this issue goes beyond
the subject of this article and will not be anatyZeere. There are two basic threats
associated with the phenomenon of child pornographthe Internet:

(1) children may be involuntary recipients of pagrephic content of this nature and

(2) may also become the subject of pornographigsfiind pictures (Calcetas-Santos,
2001)

An indirect threat is also caused by the fact tiatiching child pornography by adults
may stimulate them to engage in sexual activityhwitinors (Jenkins, 2001). The
harmfulness of the reception of child pornograpkiychildren, and even more the use of
children in porn business is obvious. The distorctin such cases of the guilty and
aggrieved party seems to be beyond dispute. Howéwvere is some controversy in the
situation of the more and more frequently notednpingenon of intentional access of
children to child pornography and their collectiohthis type of material. According to
experts, such behavior is often associated withfabe that the child remains in sexual
relations with the adult or is encouraged to daasw, pornographic materials suggested by
the perpetrator are to tame them in such a situafiberefore, a child should be considered
a victim rather than a perpetrator. The issue afams collecting child pornography in
circumstances other than those mentioned aboveorg miifficult to resolve, but it is
postulated that in no case should children bedteas adults as perpetrators (Taylor, 2002).
From a technical point of view, child pornograpligtdbuted via the Internet takes the form
of text, graphics or movies. Its dissemination tadace via popular network tools enabling
data transmission. The popularity of child porngdmaon the web consists of the following
factors (Calcetas-Santos, 2001):

» frequent and easy updating of resources,

» coverage not provided by any other media,

* much cheaper than printing them, publishing digitadtos,

« the quality of digital photos and videos, which mit deteriorate over time and as

they are sent to others,

 recipients,

« the anonymity of distributors of child pornograpnd the possibility of avoiding the

legal consequences of their actions.

In addition to the wide availability of child porgmphy, the Internet enables pedophile
environments (Spiegel, 2003):

« constant contact with other people interested xuakexploitation of children,

« an opportunity to discuss your sexual preferences,

 the opportunity to exchange information on how ldtatn victims,

» support for your sexual preferences,

e constant access to potential victims,

« the ability to impersonate a potential victim,



36

J. Lipinska

ease of obtaining data on potential victims (egmé address, e-mail address,
telephone number etc.),

the possibility of establishing long-term Interregtquaintance for the purpose of
subsequent sexual contact with minors.

Pedophile activities on the Internet can be indigicbr organized into structures known
as pedophile rings. Pedophilic vertebrae operaggplpyying appropriate security measures
to prevent access to the structure by unwante@pgr®ue to the specificity of the Internet,
membership in organized pedophile structures iggghically unlimited.

5. INTERNET CONTENT FILTRATION - CONCLUSIONS

The results of the tests carried out regardingrimtiecontent filtering programs allow
the formulation of several general conclusions:

1)

2)

3)

4)

5)

6)

7

8)

filtering applications are not able to monitor hiternet content. Their design is
based on static solutions, while the Internetngeaium that is constantly changing.
Effectively, you can only filter a section of thiwlal network. The main limitation
is the multilingualism of websites — the qualityfitering depends, among others,
on a set of fixed criteria (keywords), the numbfewbich is practically unlimited,
filters are not able to intelligently recognize tbentext and graphics. lllegal or
harmful content can be mislabeled, placed in arakabntext, or described using
neutral keywords. At the same time, the filteriqgplécation can block educational
portals or encyclopedias due to the fact that pasdsvrelated to human sexual
development will be identified by it as prohibitedntent,

filtering programs do not sufficiently recognizesthontent of Web 2.0 — social
networking sites, blogs, photoblogs and portaldaiamg music and movie files,
most applications do not contain a list of bloclkedegories, which may make it
difficult for administrators (parents, guardiarsachers) to configure the program,
which is desirable for the good of the child,

it is good practice to create independent settprg§iles for different users, which
gives the administrator the opportunity to modifgmn (e.g. adjustment to the child's
age) and allows him to better control the actieityndividual users,

there is no universal, perfect technical solutiwat itould replace a parent / teacher
in the process of raising a child and learning $e the Internet carefully; in the
absence of proper education, the effectivenesshef filtering application is
significantly reduced — especially for older chddy

the filtering program is not able to convince th&elnet user to avoid dangerous or
laid-back online behavior, because a young Inteuset does not necessarily have
to be aware of the scale of potential threats,

an important element of the filtering applicatiarifie correct description of the page
blocking message, which should perform not onlgteident but also an educational
function.

Using filtering applications can help you betteotect children from unwanted and
unwanted content on the Internet. Parents showddiltsr programs and at the same time
be aware of what content or people their child reagounter while surfing. That is why
they have the greatest responsibility for the ankaucation of children. Parents should
accompany children in the process of learning tiberhet, sensitizing them to threats, and
teaching them responsible and ethical behaviory the conclude a type of “contract” for
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using the Internet with their child, which will itiee basis for shaping good habits (examples
of contracts can be found at www.dzieckowsiecipgrents should not, however, interfere
excessively in the way a child uses the web. Itukhalso be remembered that the
advantages of the Internet outweigh its disadvasagnd the child's curiosity is natural.

Effective protection of children and young peopfmiast harmful and illegal content
requires support from government institutions, stfi@nd internet service providers. On
April 11, 2007, the Sejm adopted a new law, whicbvjges, inter alia, introduction of
regulations regarding the problem of protectingdrbin against content that may pose
a threat to their proper mental and moral develagme
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EMOTIONAL INTELLIGENCE AND LEADERSHIP —
THE DARK AND BRIGHT SIDES

Emotional intelligence (EQ)as any set of abilities or skills has two sidasght and dark
ones.A person can employ their social abilities and haghotional skills for prosocial
behavior or could use it in maladaptive ways to ipalate others to achieve self-centered
outcomesThe current paper explores the relationship betvegeational intelligence (EQ)
and leadership through a literature synthesis. istu$ses the dark side eimotional
intelligence, the negative aspects of emotionallligence. It alsgprovides an overview of
emotional intelligencandleadershipconcepts, and discusses the three primary constiict
emotionalintelligence their augmentation to the theory. Finally, itsgs with hypothetical
synopses of the leader's usagembtionalintelligence.

Keywords: Emotional intelligence, leadership, dark sipigsocialbehavior.

1. INTRODUCTION

For ages life has been saturated with requestsrétpired not only mental and
physical abilities but also social and emotionglatalities. Emotional intelligence is one
of the recent theories that have appeared in #id &f management and as one of the
most modern types of intelligence in the field ejphology.

After the publication of the best seller bod&kmnotional Intelligenceby Daniel
Goleman (1995), the concept has become an infhietlieory that captivated the
attention of various scientific fields, includingamagement (Bar-On, 2006). According to
Golman (1995), the cognitive intelligence quoti@@) contributes only by 20 percent of
the factors that influence and direct successf@ \While the other 80 percent relates to
additional factors that the individual has, inchglithe emotional intelligence (Goleman,
1995).

The concept of leadership is one of the most wadiwn principles of human sciences
with an administrative nature. Leadership is a aocble presented by the leader
throughout its interaction with other members & troup (Kerr et al., 2006). Where the
leader provides the guidance and direction foritkiéviduals to achieve the group's goal
and the leader is responsible for understandingethetions of individuals and what has
a touch on their behavior, and do what he can toitmothese emotions and regulate
them (Kerr et al., 2006). Here the good role of somal intelligence emerges between

1 Tareq Lubbadeh, Ph.D. candidate, at the UniweddiPécs, Faculty of Business and Economics,
University of Pécs, Pécs, Rakdczi ut 80, 7622, Hongax mail: Tareq.Lubbadeh@yahoo.com
ORCID: 0000-0002-8118-8775.
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the quintessential skills that provide the leadéhhe ability to manage these emotions
positively.

On the other hand, some experts and researcledebating about the shady side of
emotional intelligence. A person can employ thetial abilities and their high emotional
intelligence to dominate the perceptions of othemgnipulate them, guide them to the
wicked path, or use those skills to advance atctist of others (Kilduff, Chiaburu and
Menges, 2010; Coté et al.,, 2011; Nozaki and KoyaXl3; Austin et al.,, 2014;
Chamorro-Premuzic and Yearsley, 2017).

Accordingly, this research aims to canvass thatimiship between emotional
intelligence and leadership, to obtain a more pmébunderstanding of both terms, to
investigate the leader's usage of EQ and to whahethe EQ plays a role in the success
of leaders. In addition, the paper looks into thekdside of the EQ the negative aspects of
emotional intelligence. Thus, the present articféere an overview of the idea of
emotional intelligence and leadership by reviewtimg most relevant previous literature.

The paper is formed as follows. Within the firsicson, we endeavor to wage an
overview of the emotional intelligence concept, itiébn, and the most influential
models. Follow this the relationship between the tencepts. Furthermore, we explore
the dark side of emotional intelligence — finalyonclusion, contribution, and possible
future research studies.

2. WHAT IS EMOTIONAL INTELLIGENCE?

The concept of emotional intelligence is one @& #ignificant theory that captivated
the attention of scientists and scholars (Mayepabio and Salovey, 1990; Goleman,
1995; Mayer and Salovey, 1997; Goleman, 1998; Ge®g00; Petrides and Furnham,
2001; Bar-On, 2004, 2006; Singh, 2006). Scientetsl researchers have presented
multiple definitions and various models of emotibimielligence since its inception. The
areas of agreement between these definitions amtelmare more than the differences;
however, a number of those definitions have beephasized on a set of abilities, while
other explanations have been stressed on a sersdmmality traits, social, and emotional
skills.

In 1920, Edward Thorndik laid the earliest seefdhis theory when he suggested that
humans possess different sorts of intelligence, afntem called “social intelligence”,
and defined it as the ability to understand anerpret one's own and others' emotions and
behavior so that they can function effectively unfan relations (Salovey and Mayer,
1990; Singh, 2006). Later, Howard Gardner (1988)pped the traditional concepts of
intelligence, in his booMultiple Intelligencesvhen he developed the theory of multiple
intelligence to comprises two types of personadliigience; the interpersonal (social), and
intrapersonal (emotional) intelligence, which isuelly essential to the typical type of
intelligent (Cherniss, 2001; Bar-On, 2006). Themlo8ey and Mayer (1990), who
initially coined the term of “Emotional Intelligeat to express emotional characteristics;
this was the first use of this concept, which labegan to spread among interested
scholars (Salovey and Mayer, 1990). Salovey ande¥idgfine emotional intelligence as:
“subset of social intelligence that involves theligbto monitor one's own and others'
feelings and emotions, to discriminate among thaoh t@ use this information to guide
one's thinking and actions” (Salovey and Mayer,Q)99
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Mayer and Salovey assume that every task in Kfeabundant with emotional
information, and this information must be procesteduide our thought and behavior.
Later Meyer and Salovey (1997) revised their d&éini of emotional intelligence and
divided into four abilities: Perceiving Emotion, tégrating Emotion, Understanding
Emotions, and Managing Emotions (Mayer and Salot69y7).

According to Goleman (1995), emotional intelligenis a collection of skills and
abilities that enable an individual to understamgl dr her feelings and those of others,
which are necessary for our interaction with otharsl to success in professional
communications (Goleman, 1995). While Bar-On (199d@gfines Emotional-Social
Intelligence as: “a cross-section of interrelatesbBonal and social competencies, skills
and facilitators that determine how effectively waderstand and express ourselves,
understand others and relate with them, and cople ddily demands” (Bar-On, 2006).
Bar-On refers to emotional intelligence as EmoticBacial Intelligence (ESI), as his
definition combines both psychological and soc@inpetencies. George (2000) defined
emotional intelligence as: “the ability to percefeelings through thinking, understanding
emotional knowledge and organizing emotions so thatindividual can influence the
feelings of others” (George, 2000).

Many definitions have addressed emotional inteflice in the recent period; these
definitions agreed on one or more of the following:

1. The ability to understand, harmonize, and displag’®feelings and emotions.

2. The ability to recognize, interpret, and commurécaiith other people's feelings

and emotions.

3. Employing these capabilities can help the individtma manage and control
impulses and stress, resolving interpersonal atdparsonal complexities, and
make the appropriate decisions.

Thus, an emotionally intelligent person is moréeao cope with the variations that

affect their surroundings more equipped to sucéequbrsonal relationships and to build
a social support network, compared to other (Maye., 2001).

3. EMOTIONAL INTELLIGENCE MODELS

Researchers and scholars have produced four primaodels of emotional
intelligence, each with its novel forms and instamts for measuring EQ. The models are:
the ability EQ model (Salovey and Mayer, 1990) whises a self-assessment tool called
the MSCEIT. Two mixed; models the Goleman modeltloe “competency model”
(Goleman, 1995) that uses the 360-degree asses&menional and Social Competency
Inventory (ESCI), and the Bar-on model (Bar-On, 2,92000) which uses the Emotional
Quotient Inventory (EQIi). The fourth model is thait model or the “trait emotional self —
efficacy” (Petrides and Furnham, 2001).

The main variation between the three models istivdrethe model focuses on a set of
mental abilities or a set of personality traits.eTability model focuses on emotions
themselves, while the EQ mixed model focuses oh leototions and personality traits
as one (Mayer, Caruso and Salovey, 2000). In ctmtdbe trait model focuses on
self-perceptions personality traits (Petrides, 2010



42 T. Lubbadeh

3.1. The ability model

The ability model of emotional intelligence indiea that emotions provide the person
with relevant information; the person will procakg information, then benefit from it,
and finally respond to them to cope with the probler the tense situation more
intelligently. Being aware of emotions makes ounking smarter (Mayer et al., 2001;
Mayer, Salovey and Caruso, 2004).

Mayer and Salovey conceptualized a four branch ahdéd apprehend emotional
intelligence as a cognitive ability; it presentsiféevels through which a person becomes
emotionally intelligent (Mayer and Salovey, 1997).

The ability four-branch model compriseérceiving emotionghe person's ability to
utilize his or her emotions or the emotions of esh&nd combine these emotions into the
thinking process to facilitate the performance afious tasksUsing emotionsrefers to
a person ability to utilize his or her emotiongtoe emotions of others and combine these
emotions into the thinking process to facilitate thsk.Understanding emotionsvhich is
the ability to understand emotional language arehtifly complicated relationships
among emotions, and the readiness to classify emstito determine their causes and
outcomesManaging emotionghe ability to compose compelling strategiesrf@naging
one's own and others' emotions to help in achiettiegdesired result, rather than being
affected by it in unpredictable ways (Mayer, Sajoemd Caruso, 2004; Mayer, Caruso
and Salovey, 2016). In 2016, Mayer, Caruso, andvegl updated the ability model; by
introducing more significant areas of problem-sadvto the ability model (Mayer, Caruso
and Salovey, 2016)

Mayer et al. (1990), distinguished between théitgbnodel and other models (mixed
model), that these alternatives models combine de wariety of non-ability and traits
variables, as opposed to the ability, model, whiaduses on actual abilities, perceiving,
using, understanding, and managing emotions (M&emso and Salovey, 1999).

3.2. Goldman's Competency Model

Daniel Goleman, a psychologist, and journalispwn best for his work on emotional
intelligence. Goleman was the first to use thearotf emotional intelligence to business
through his article (1998) in Harvard businesseavi“What makes a leader?” (Gayathri
and Meenakshi, 2013).

Goleman's (1998) model of emotional intelligenadlines four branches. Each branch
composes a variety of extensive competencies ailid glat boost performance: the first
two dimensionsself-awarenessandself-managemertescribed as personal Competence.
Social awarenessand relationship managementlescribed as social competencies.
According to Goleman, these competencies are ldaahdities that emerged from the
fundamentals (Goleman, 1998).

The four-branch model compriseélf-awarenesswhich is the ability to know what
we are feeling, why we think this way, and how weaat to those feelingsSelf-
managementeflects the ability to manage our distressing #ong and impulses in
practical waysSocial awareneseefers to the ability to know, understand, angpoesl to
other people's feelingRelationship managementhich means the ability to combine the
first three branches to influence, inspire, anthamage conflict (Goleman, 1998, 2002).

The Goleman model differs from Salovey and Mayaredel of emotional
intelligence is that he added several personaligracteristics like Leadership, Colla-
boration, and Conscientiousness (Gayathri and Mestma2013).
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3.3. Bar-On's Emotional Social Intelligence model

Bar-On introduced the first self-report measure E) the Emotional Quotient
Inventory' (EQ-i), which attempts to estimate emotional intelligen&ar(On, 2006;
Singh, 2006). Bar-On refers to EQ as the “Emotidatial Intelligence” (ESI), where it
combines emotional and social competencies. Theemodtlines five key elements:
intrapersona) interpersonal adaptability, stress managemenand general mood each
one of these elements contains several skills amtipetencies. These skills and
competencies focus on the potential for success(Ba2004).

Bar-On recognizes emotional intelligence as fiven-oognitive competencies:
Interpersonal(covering Empathy, Social Responsibility, and dpe&gsonal Relationship);
Stress Managemenfcovering Stress Tolerance and Impulse Contréljlaptability
(covering Reality-Testing, Flexibility, and Proble®olving); and General Mood
(covering Optimism and Happiness) (Bar-On, 2006).

The distinction between the two models (Bar-On &udeman), is that the Bar-On
model includes stress management and general meoeets (Gayathri and Meenakshi,
2013).

3.4. The Trait model

The trait EI model or “trait emotional self — efficy”, was developed by Petrides and
Furnham (2000, 2001), as a type of measurementdifines the constitution of the
model (Petrides and Furnham, 2000, 20@Ecording to Petrides and Furnham (2003),
the Trait EI model" refers to a constellation of atimn-related self-perceptions and
dispositions, assessed through self-report "(Retrachd Furnham, 2003).

Petrides and Furnham proposed a conceptual cobigaseen the ability model and
the trait model of emotional intelligence. The icat foundation for this distinction
between the two models is that the trait model lve® emotion related to self-perceptions
personality traits like “optimism”, measured thrbugstablished self-report measures. In
contacts, the ability model focuses on emotionteelato mental ability like “Using
emotions” (cognitive ability), measured through maxm performance tests that have
shown to be resistant to scientific standards {@Retrand Furnham, 2000, 2001, 2003).

Petrides views the Trait model as a construct asap of four significant scales:
Emotionality represent the self-efficacy in perception ancbriptetation of emotions.
Sociability represent the self-efficacy in interpersonal ria¢éions, management, and
regulation of others' emotion#/ell-being outline traits linked to personality dispositions
Self-contro] consisting of self-efficacy in feeling, and imgealregulation (Kaliska and
Kalisky, 2016; Petrides and Mavroveli, 2018).

Based on what has displayed above, we can statehotional intelligence consists
of a set of emotional and social skills. That pdea the individual with the ability to
understand self and others' emotions, which prokiidewith the aptitude to involve and
interact with others and enable him to succeedhenpersonal, professional, and social
level.

One of the most influential criticisms faces thedry of emotional intelligence is the
multiplicity of methods and approaches that exptaim EQ; there is not only one model
that the researchers rely upon when studying thisnpmenon, besides, the lack of
agreement among researchers on the definition ofienal intelligence (Emmerling and
Goleman, 2003).
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4. EMOTIONAL INTELLIGENCE AND LEADERSHIP

Leadership is one of the most used concepts ichwiaimotional intelligence has been
correlated with (Higgs and Aitken, 2003; Kerr et, &006). In the domain of EQ and
leadership, Daniel Goleman, consider as a pioneethis field. He questioned the
supremacy of intelligence quotient (1Q), throughpa@xding the awareness of EQ
importance as a component in leadership and orgtmiz success (Goleman, Boyatzis
and McKee, 2002).

Golman (1995) suggested that EQ plays an indigi@srole in the success of
a person in the work environment, job performarare] leadership (Goleman, 1995).
Goleman et al. (2002) used the idiom “primal leatlg”, which indicates leading by
emotion, the best leader is who can assist othaulpén reaching and staying in the most
desirable emotional mood (Goleman, Boyatzis and &£K2002). According to Goleman
et al. (2002), several studies have shown thatlebder's feelings and emotions are
contagious to the other in the group. If the leadein an “upbeat” mood, people will
catch that mood, become more confident about #iglity and skill to perform, creativity
improves, and decision-making improves. In congadt the leader in a “downbeat”
mood, people will catch that mood, and performagmes down (Goleman, Boyatzis and
McKee, 2002).

George (2000) suggested that EQ plays an esseoligaln leadership effectiveness.
George explains that EQ heightens the leader'#yabil solve, organize, and approach
issues and opportunities that challenge them, tfodiowers, and their organization.
Specifically, George suggests that leaders higheomtional intelligence are more
effective in influencing and understanding theitdavers' emotions, thereby gaining their
support and responsiveness toward the organizagmals and objectives (George, 2000).
Caruso et al. (2001) have also discussed the apkdtip between EQ and leadership
effectiveness. The authors used the four brancheimide ability model), developed by
Mayer and Salovey (1997), to ground the EQ rolexpediting the work of an effective
leader. For example, understandiegiotions provide the leader with the ability to
recognize the relationship between complicatedirfgsl Also, this ability offers the
leader information on why people behave like tManagingemotions, allows the leader
to control his emotions and feelings, such as strsar, and joy (Caruso, Mayer and
Salovey, 2001).

Gardner and Stough (2002), in their study, ingeséd the relationship between EQ
and the leadership style (transformational, trathsaal, and laissez-faire). They surveyed
110 high- level managers. The study found a cleanection between transformational
leadership and overall emotional intelligence, whiho correlation found between
emotional intelligence and transactional and a tegaelationship between laissez-faire
leadership and emotional intelligence has beenrmdalg Gardner and Stough, 2002).

Wong and Law (2002), in their article, developedompact EQ measure that can be
applied in management and leadership researchegld3ethey investigated the effects of
EQ of the leader and follower on performance arisfsation. The study found that the
emotional intelligence of the leaders influencambairsement and extra-role behavior of
the followers. Nevertheless, the study reportedcaonection between the EQ of the
leaders and the subordinate job performance, wiileemotional intelligence of followers
affects both job performance and satisfaction (Wamgd Law, 2002).
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In a different study, Rego et al. (2007) invedtgiathe correlation between leader EQ
and employee creativity. The study sample consisfeti38 top and middle managers,
from 66 various businesses running in the EU. Ttmogatory study reached remarkable
results, the most prominent of which is that thedkr EQ explain significant variance in
creativity dimensions. The research revealed thmattionally intelligent leaders operate in
ways that inspire creativity among their follow¢Rego et al., 2007). Likewise, Castro et
al. (2012) conducted a study to investigate theneotion between emotional intelligence
and employee's creativity. The study sample cabief 7 leaders and 66 followers from
the most significant healthcare organization ojyegain the Iberian Peninsula. The study
reached several results; the most important of rémults were; finding a positive
relationship between the EQ of managers and tteticity of the employees. Also, they
found a connection between creativity and emotiantdlligence outlined in the self-
-encouragement and understanding of their own emst{Castro, Gomes and de Sousa,
2012).

Furthermore, Bratton et al. (2011), examines ttilménce of elements of EQ, on the
self-other agreement and leadership performance. §hdy sample consists of 146
managers and 1,314 subordinates working in a liatgenational technology company in
North America. The study reached some resultsrtbst distinguish result of which is
that the relationship between EQ and leader pedoom is most reliable for managers
who underestimate their leadership abilities. Meegp it seems to be a negative
correlation between EQ and leader performance foragers who exaggerate their leader
capabilities (Bratton et al., 2011). Finally, R@setnd Ciarrochi (2005) examined the
relationship between emotional intelligence andiéeship effectiveness, among a sample
of 41 senior managers. The study used the Abilitseld measure (MSCEIT) to evaluate
EQ, and an objective measure of performance argDaa8sessment to assess leadership
effectiveness. The study reported that higher EQresc were correlated with more
leadership effectiveness (Rosete and Ciarrochi5R@lakitan (2014) also examined the
influence of emotional intelligence on the leadgré&rceived effectiveness. The study
administered on a purposeful sample of 232 respgadeom an organization in Lagos
city. The most significant findings of the reseaveére that leadership is a critical factor
in the success or failure of an organization. Thelys reported a positive relationship
between EQ and perceived leadership effectiveneg®atcomes. Furthermore, the study
implies that leaders who use EQ to establish welk-belationships also do well in their
jobs (Olakitan, 2014).

All'in all, these studies demonstrate luculenteuice of the advantages of higher EQ
to leadership efficiency. Developing EQ skills amdeaders could have a significant
influence on performance, decision-making, emplogegport, and relationships within
the organization.

5. THE DARK SIDE OF EMOTIONAL INTELLIGENCE

In contrast, to the scrutinize view of EQ as dédinclout in work, health, and
relationships. (Goleman, 1995, 1998; George, 2@0uso, Mayer and Salovey, 2001;
Cherniss, 2001; Gardner and Stough, 2002; GolerBawyatzis and McKee, 2002).
Researchers have neglected the possibility that&Ghave a dark side. Simultaneously,
a growing number of researchers are debating abeupotential that people who have
high EQ can employ their abilities in more malighand dishonest ways, to meet their
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interests, even at the expense of others (Cotd.,eR@l1; Austin et al., 2014). For
example, Kilduff et al. (2010) suggested that peapith high EQ — in case of limited
resources in an organization — are likely to usarthigh EQ to promote their best
interests or even to manipulate others for strategitcomes. Kilduff et al. (2010)
hypothesized four dark-side approaches based dovEaand Mayer) four branches'
ability model, which can be used by high EQ peopler example, disguising and
expressing emotions for personal gain, here, selee@h frame his self-interests action or
goal as indifferent action (Kilduff, Chiaburu andekbes, 2010). Likewise, Nozaki and
Koyasu (2013), in their empirical study, investeghthow trait EQ linked to interacting
with ostracized others who try reprisal. They fotinat people with high interpersonal EQ
try to manage others' emotions based on their avatsgNozaki and Koyasu, 2018y
the same token, Nagler et al. (2014) investigdted¢lationship between socio-emaotional
intelligence (SEI) — consist of social intelligenamotional intelligence, and various
ability and traits- and the Dark Triad (narcissidvachiavellianism, and psychopathy)
that would predict emotional manipulation. The st@ound that the dark triad narcissism
could expedite the use of EQ skills to manipulatieeo people's emotions. However,
a mixed association with psychopathy and negatitie Machiavellianism and EQ. Also,
the study posits that EQ skills and ability canused for wicked intentions (Nagler et al.,
2014). Adam Grant (2014), in his essay for Bilantic, “The Dark Side of Emotional
Intelligence” explained that the person who coulderstand people's emotions could use
it for evil or ethical purposes. He provides anrapée of the dark EQ in his article about
“one of the most influential leaders who spent gesiudying the emotional effects of his
body language. Practicing his hand gestures antyzing images of his movements
allowed him to become' a spellbinding public speakelis name was Adolf Hitler”.
Through this ability to display emotions, he waseatio fascinate his followers so much
that they stopped thinking and just responded. Ating to Grant, a person can utilize his
social abilities and their high emotional intellige to dominate the feelings of others,
manipulate them, guide them to the wrong path, s& these skills to advance at the
expense of others (Adam, 2014).

Similarly, Davis and Nichols (2016), in their até, present a survey of EQ literature
to examine whether the trait and ability EQ modwmistribute to adverse intrapersonal
(e.g., Stress reaction) and interpersonal (emotional manipulation) outcomes. The
study found adverse outcomes across multiple ctsmtdacademic, health, and
professional life). However, these results wererewd and frequently connected to the
personality traits of the person (Davis and Nichg®16). Uniquely, Chamorro-Premuzic
et al. (2017), in their article “The Downsides dafiBg very Emotionally Intelligent”, they
discuss several drawbacks of having high emotiantdlligence. According to the
authors, various EQ traits are associated withweeddevel of creativity and innovation at
work. Creativity has long been attached with attiéis that describe low emotional
intelligence, such as artistic temperament, incdibihty, aggressive impulse. Also,
people who allow their feelings and emotions toeifgre with their judgments
substantially will not be able to deliver or reaeinegative feedback for concerns of
hurting the feelings of others. The researchers atikled that the shady side of emotional
intelligence could assist individuals with wickedds into manipulating other people's
emotions in a way that serves their agenda (Chasremuzic and Yearsley, 2017).

These theoretical and empirical studies argue dRistence of dark emotional
intelligence. EQ is like any set of skill and atyil- have two faces — can be used to
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advance oneself and others or can be directedeat fos corrupt and selfish intentions.

Also, leaders like everybody can eff a dark or peas agenda. Here the leader can utilize
his emotional skills to create a subordinate refethip with employees and gain their
support to accomplish self-centered goals. Thi®mething that must bear in mind.

6. CONCLUSION

Drawing from the present review of emotional iligeince and leadership, we can
hypothesize two scenarios of the leader's usageQofThe best scenario is that a leader
high on emotional intelligence can translate anmiaize the reactions and emotions of
the employees, and its upshot on their behaviolewkéeping these emotions under
control. Thus, he will be able to maintain the hany between the employees, energies
them, and encourage them. Besides, this will heipth build the necessary trust between
the employees. The EQ of the leader plays an eakeuit in influencing his relationship
with the employees, affecting their level of perfance, their level of motivation, and
their interaction in the work environment. Havingigh EQ will help the leader to create
an interactive environment, employee commitmend, dinect each employee into a more
productive and engaging environment.

On the other hand, a leader with high EQ mighth®able to direct these skills in the
aspired way. For example, his over sensitivity topyees' emotions might make it
harder for him to make decisions that touch the leyges' feelings. Another example,
being too involved with the employee's emotionsuldomake the leader feel more
responsible for the employees' emotions, which triigrease his stress level.

The worst scenario, a leader with exalted EQizesl his emotional skills for immoral
conduct or morals that pour in his advisable irderdhe leader, in this case, can
manipulate his employee's emotions to do certairgghsuch as doing unethical practice
in his favor. However, the researcher believes ttatuse of emotional intelligence skills
in evil or functional purposes depends on the draihd characteristics of the person
himself (dark personality), not on the assumptitat he has a high emotional intelligence
or not.

The current paper value stems from exploring amdiging an understanding of the
relationship between EQ and leadership from a quuoeé point of view. The paper also
presents a thorough examination of the most promin®dels of EQ (ability, mixed and
traits models), and the differences between theselefs. Additionally, the study
highlighted what is known as thdark side'of EQ and its potential adverse effects on
leadership.

Based on the current examination, distinct ardagrospective research have been
identified. Various researchers have emphasizedntpertance of EQ in leadership, but
these researchers did not address what consideseitadble level of EQ for selecting
effective leaders the leader. Furthermore, invasitig in the area of the dark side of EQ
should be done, such as how the shady side of Efj)fents, or why some leaders with
high EQ may decide to use it in adverse ways. Bindhroughout the research, the
researcher developed an interest in investigatingelationship between the dark side of
EQ and job burnout where the majority of studiaesiigated the role of EQ in buffering
the negative effect of job burnout and stress ((dérida-Lépez, Extremera, 2017;
Szczygiel Mikolajczak, 2018)) while non-investigatine EQ as a source of burnout.
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IDENTIFICATION OF COMPONENTS
OF OPERATIONAL RISK GENERATED
BY INTERNAL FACTORSIN THE COMPANY

The article is devoted to the issues of identifyihg components of operational risk in the
company, the source of which are the threats calngeaternal factors, with attention paid

to the possibility of improving the company's imt&k control system and internal audit in
the implementation of the tasks of identifying thek in question by proposing an additional
source of information about adverse events in dhe fof a system of anonymous individual
employee reports. Conclusions from pilot studiesiedrout among the managerial staff of
selected companies were also presented, concetimngonditions necessary to achieve
a possible success of implementation of such @syst companies where its functioning is
considered necessary.

Keywords: operational risk, audit, internal control.

1. INTRODUCTION

The management of a company usually requires madtéasions in conditions of
certainty, measurable uncertainty (risk) and udety (in the strict sense — not
measurable), whose aim is to achieve the assunmjedtiwles resulting from the adopted
strategy and its mission. The assessment of thafismnce of the impact exerted by
a portion of autogenic threats on the achievemédnthese objectives involves the
assessment of an important component of operatisial The very identification of this
risk, which is the task of the company's managetiiff, increases situational awareness,
necessary for the implementation of the companyagament process. Regardless of the
applied standards of risk management, each compeegs to develop its own methods
and tools to identify this risk, which are tailoade to some extent. It can be assumed that
in companies where tasks related to operationlmanagement are carried out, there
exist and are used key risk indicators (KRI) inesrtb provide early warning about the
degree of probability of materialisation of knowndats in different areas of company's
functioning. They are used to monitor risk factargl the state of protective barriers to
prevent increased exposure of the company's patetatithreats. Moreover, there are
known symptoms which are precursors of unacceptabtgtive phenomena, so called
key performance targets — KPT, which prove the rieesnplement corrective actions.

1 Professor Piotr Makowski, PhD, Faculty of Managatmof Command, War Studies University,
00-910 Warsaw, Al. gen. Antoniego Ckciela ,Montera” 103, e-mail: makowski.p.j@gmail.
com; ORCID: 0000-0002-3045-3495.
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Whereas the development of companies forces thiemgntation of widely understood
changes. They also determine the level of operaltibsk. Taking into account changes is
an important challenge for risk management entitiees company. A necessary condition
for effective assessment of operational risk inhss@tuations is to provide current,
comprehensive and objective information on the esldefined by KRI and KPT allowing
to draw conclusions on the level of operationak,ris well as on negative phenomena
which, as a result of analyses, must be qualifieithése categories.

The aim of this article is to present a proposahdystemic way of using already
known tools supporting management in companieetiopnm this identification, such as
the internal control system and audit in connectidgth the results of the postulated
system of anonymous individual employee reportifige addressees of these proposals
are medium and large companies, where it is passiblse them (in small companies it
is difficult to keep the postulate of anonymityrattifications).

2. OPERATIONAL RISK, RISK IDENTIFICATION

“Operational risk is the risk of material and regtidnal loss and legal liability arising
from inadequate or unreliable processes and tlEiessary resources (personal, material,
informational and financial), and arising from digtions resulting from internal and
external threats” (Zawita-Nigaviecki, 2013).

Similarly, Michat Thlon (2016) believes that “Op&amal risk is treated as the
possibility of incurring losses due to insufficiemr defective systems, incorrect
procedures and methods of operation, human ertechnical failures and external
events”.

These definitions clearly define the internal fastof operational risk, while external
events are less precisely defined. E.g. For exantfpieysztof Maderak (2010) includes
losses resulting from natural occurrences suckathquakes, floods, hurricanes, but also
criminal activities such as: terrorism, robberyefth vandalism, physical and virtual
burglaries. The risk associated with these thrisatie so-called “pure risk”, which can
usually be insured or mitigated by using physiaad éechnical safeguards. The field of
interest of this article leaves only that part lod bperational risk which is derived from
internal factors, and its identification and mitiga is the responsibility of the company.
it is worth noting that this part of the operatibriak does not have to be solely pure risk.
The introduced changes in companies are usuallycesuof both opportunities and
threats, which generates the so-called “speculaitbke.

Risk identification is presented as the secondestdgisk management in the division
of this process proposed by Michat Thlon (2016)s Ipreceded by the stage of defining
objectives. Assuming that defining the organizdonbjectives is the task of the
organization's manager, it can be considered they should be known to the risk
managers. In order to identify risks effectively,is more important to determine the
horizon and context of risk assessment in the $it@ge of risk management, which takes
into account a general example of a risk managemseimme according to one of the
known risk management standards compliant witfPiReSO 31000 standard (2018, p.V,
fig. 1), according to which risk assessment staayespreceded by determining scope
context criteria. In risk assessment, on the othand, the following stages are
distinguished: risk identification, risk analysisdarisk evaluation.
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The location of risk identification as a stage iskrmanagement shows that its aim is
to create conditions for effective implementatidrttee next stage. As far as pure risk is
concerned, this is well reflected by the followistgtement:

“The purpose of the risk identification is to cotepia complete list of risks
resulting from possible events which, dependinghencircumstances, may create,
prevent, limit, accelerate, delay or hinder achmeset of a goal. Risk
identification is a continuous activity, because tisk not detected on time or its
factors may not only prevent the achievement obal,gout also pose a threat to
the organization” (Abgarowicz et al. 2015).

Similarly, according to Tadeusz T. Kaczmarek (20Q6}isk identification includes
the identification of causes and sources of thraats circumstances that may contribute
to failure to achieve a goal”.

The need to identify both pure and speculative rsskaken into account by the
1ISO:2018 standard: , The purpose of risk identifimatis to find, recognize and describe
risks that might help or prevent an organizatiomieang its objectives. Relevant,
appropriate and up-to-date information is importantientifying risks” (PN-1SO, 2018).

The definitions quoted reflect the material scopthe risk identification.

Looking at the risk identification from the exewgtiside, it can be concluded that it
concerns the collection of information on risk fastand symptonisand, with regard to
phenomena previously known for which KRI and KRTrevdefined, the identification of
the intensity of these indicators in the compamy.ptactice, the acquired information
refers to widely understood inconsistencies in pmecedures for the company-wide
implementation of processes or facts (phenomera)itidicate a decrease in the quality
of the obtained effects of these processes. Tigdtia risk identification as a stage of
information security of the analysis stage, it reeedbe noted that not always the acquired
information is sufficient to define quantitativelatonships between the causes and the
forecasted effects, but it also needs to be poimtedthat it allows to increase the
situational awareness of decision-makers of a gdbganpany.

If a new symptom of a so-called “Top Event” is axé¢el, both its possible causes and
its possible consequences must be identified irladhg term. A natural tool to organize
the search for a solution is the so-called “evewed” and “error trees” or their
combination in the so-called “Bow Tie” analysis. @ side of the causes, risk factors
(threats), the state of preventive barriers, efioglafactors and the state of barriers
weakening their influence (so-called Escalationt&aBarriers) are analysed. On the side
of the forecasted effects, possible consequenatshenapplication of rational corrective
barriers are analysed. The essence of this appiisatibstrated in Figure 1. Whenever
possible, efforts should be made to attribute djgecialues of the corresponding
probabilities agomponents of operational risk to the individual consequences.

2 A symptom of risk is to be understood here asnlable phenomena, behaviours, of symptoms
nature, which are precursors to possible futuresequences associated with taking a risk, as
opposed to risk indicators showing the intensitythaf impact of a given risk factor on its level
(KRI).
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Fig. 1. lllustration of the essence of Bow Tie asay
Source: Own study based on (Fabbri, Struckl, W@605).

The Bow Tie diagrams may be subject to necessadlgtep and additions, including,
where possible, the results of identifying the KRlues regarding risk factors (threats)
and the KPT intensity that can be attributed tarthe

The result of risk identification should be listsrisk factors, and the resulting cause-
effect relationships, including KRI and KPT appriape to the relevant processes taking
place in the company and their stages.

3. SOURCES OF INFORMATION IN THE COMPANY ABOUT NEGATIVE
PHENOMENA AND POSSIBILITIESOF THEIR USE

When distinguishing within the company: the manageinsubsystem, the executive
subsystem and the information subsystem that limets together, it can be seen that the
task of risk identification lies with the lattem Igeneral, the information subsystem is
responsible for collecting and distributing infottioa, including meeting the needs of the
management subsystem. Information about hazardsyng@gtoms of risk has to be, to
some degree, actively sought. It is obtained assalt of the day-to-day supervision of
processes in the company by the management antieakntities employed in therein
within the framework of their duties, as laid doimrthe internal regulations. This creates
a kind of a system of mandatory reporting on theuatgng events, including perceived
risks (defined as an internal control system). hibidd be a sufficient source of
information for company management about interrzdrational risk factors. Practice
shows that it also requires periodic control ofdfgeration and improvement, usually in
the area of the quality of the performance of m&éraudit tasks. According to the
definition developed by the Institute of Internalditors (2016):

sInternal auditing is an independent, objectiveusasace and consulting activity
designed to add value and improve an organizatiop&rations. It helps an
organization accomplish its objectives by bringiagsystematic, disciplined
approach to evaluate and improve the effectivenésisk management, control,
and governance processes”.
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The results of the internal audit may therefore pteiment the already existing
knowledge of the identified components of the openal risk in the company with new
content, thus increasing the situational awareat®e management and leaders.

In tab. 1. a comparison of internal auditing arntérinal control is presented as viewed
by Kazimiera Winiarska (1997).

Table 1. Comparative characteristics of internaitmgland internal control

Term Internal audit Internal control
Time criterion Supervision is effected occa-Day-to-day supervision, conti-
ssionally and generally laternued and parallel in relation to
than processes processes
Personnel criterion The supervising body is inde-Supervising body is directly or
pendent from the course of ecpindirectly dependent from the
nomic processes course of processes

Content-related criterion | Revision is planned and effe¢c-Control is automatically lin-
ted through a special instructionked to the economic process pr
effected thorugh special in
struction

Organizational criterion | Directions derived from a revit Directions derived from a con
sion are transferred directly ortrol are transferred to the ma
indirectly to the company’s ma- nagers of the supervised proge-
nagement sses.

Source: own translation based on (Winiarska, 1997).

The effectiveness of these tools in identifying @pienal risks can be improved by
activating the entire staff of the company. Emplyeports are rarely the source of
information about negative phenomena. This resaltspng others, from the fact that
informing the management about negative phenomenaften limited in scope and
knowledge about them is sometimes held by a limipenlip, especially in organizations
where the principles of fair assessment of thet gigigree (“Just Culture”) have not been
implemented in practice. This is confirmed by theults of pilot studies conducted using
the diagnostic survey method, using the expertriigey techniqué For example, in
certified civil aviation organizations (accordingthe requirements of EU law) there is an
obligation to maintain, in addition to the obliggtamne, also an anonymous system of
individual employee reports about observed irredfigs threatening the safety of air
operations. Therefore, in these organizationsptbeess of functioning of the rules (“Just
Culture™) has been going on for years and there,system of anonymous reports, as it
results from the research, is a source of a smsalteam of information about negative
phenomena in comparison with the system of obliyateports, but many of these reports
are important in identifying new phenomena. Morgpykis system is an information
supplement to facilitate the analysis of cause efifgct relationships necessary for the

3 Preliminary research, of a pilot nature, was emteld among the managerial staff and employees
of selected civil aviation organizations and conigsrof the Polska Grupa Zbrojeniowa (PGZ
S.A), in 2017-2019. The subject of the researchcemed the determinants of success of
anonymous systems and mandatory incident repdnioiyil aviation organizations and the needs
and possibilities of their implementation in PGASand other companies. The research was not
funded.
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assessment of risk. According to experts from @viktion organizations, the usefulness
of this system is the result of the successivecimse in awareness of their staff regarding
the validity of these systems. In civil aviatiorganizations, this system is an effective
source of information relevant for identifying si3feisks, including operational risks.

In companies not obliged by law to apply these ttmhs, where the effects of
unidentified operational risk are postponed, itificult to determine the existence of
similar solutions, all the same, as declared bpardents in many PGZ S.A. companies,
there is an occasional interface used to submidgemployee ideas (in the form of
a mailbox).

Information from the postulated system of anonymoidividual submissions may
increase the effectiveness of supervisory contrgl the managerial staff and its
effectiveness in identifying phenomena importamtdpecifying factors and symptoms of
operational risk. Moreover, this information showdtso be taken into account when
planning the scope of internal audits. Focusingitatsl on verifying information on
previously identified negative phenomena has theniil to increase the effectiveness of
this tool in implementing the tasks related to ithentification of internal operational risk
factors, and to check the effectiveness of cowedctions taken previously.

4. SELECTED CONDITIONSFOR IMPLEMENTATION OF THE ANONYMOUS
EMPLOYEE REPORTING SYSTEM

According to the opinion of the respondents, whe members of the management
boards of the companies, management representaticeemployees, the implementation
of the anonymous individual reporting system in tmenpanies is be preceded by the
implementation of “Just Culture” rules within tleeganizational culture, if such rules
have not been implemented. These principles shoalldlearly defined, made public and
tested in practice in a given company. This is agierm process. The company
postulates to organize a system of individual, gnovus employee reporting. Its
functioning should be sanctioned in the companyudants. This system should consist
of an interface for the reporting entities, ensgranhigh level of security of maintaining
anonymity and a subsystem for analysing such repérproposal to respond to a report
after acceptance and approval by the authorisedgesial entity should be implemented.

In order to further dissemble the intentions of &mity reporting the incident, the
respondents proposed to integrate the interfacehisf system with complaints and
objections systems, good employee ideas etc. IrEbom — reports concerning: threats,
irregularities, dangerous events, which, after figaiion and analysis in e.g. the team
dealing with risk management issues and after aanep of the results of this analysis by
the management, should be qualified as informagi@hived in the company's database
e.g. as risk indicators, KRI, in connection witkkrifactors or as symptoms of risk. Such
a type of risk, being a component of operatiorel filentified in the context of its causes
and symptoms, would facilitate its further monitayiwithin internal control and internal
auditing. And linking it to a process or an orgatianal unit would constitute an element
of the “operational risk map of the company”.

The involvement of employees is a necessary preiégdior the effectiveness of the
proposed system. Among the factors that give hdpacoeasing this involvement were
those that ensure the satisfaction of the repodittiies:
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« the speed and accuracy of the response to a repdirie with “Just Culture”
principles;

« ensuring free access for all workers to informatidnout the content of a relevant
report assessed as useful for identifying risks iaf@rmation about preventive or
corrective actions taken, treated as informatioaualihe disclosure clause: “for
official use”;

« promoting awareness of the risk management methggoladopted among
management and employees;

» development of observational worksheets for emmsyen previously identified
disorderly phenomena;

« introduction of the principle of periodical rewamdi of employees within
organizational units with the best results in nsknagement, as opinioned by the
management.

The second prerequisite is to appoint a competgatdisciplinary team of analysts,
capable of selecting applications in terms of thesefulness in risk management,
verifying the truthfulness of applications, and @ball, using the most important of them
to identify specific components of operational risk

The respondents also expressed concerns about idédguse of the system of
anonymous reports, e.g. for personal attacks. @rother hand, such events are signs of
deterioration in the quality of human relations ameir intensity may indicate the value of
KPT in this component of operational risk.

The results of the analysis should be archivedhindompany's database for a limited
period of time determined through evaluating tlusiefulness.

5. CONCLUSION

Based on the success of the proposed system ofymionis, individual employee
reporting within civil aviation organizations, as anportant tool in identifying risks to
the safety of air operations, it can be concluded similar solutions in other, medium
and large companies should also yield successfultee The implementation postulates
identified in the preliminary research are of gahemature, in a way mitigating the
process of implementation of the system in questiord allowing to make the
organizational cultures of companies without exgrere in using the system in question
similar to the organizational cultures of civil atibn organizations. These postulates
could be the basis for the formulation of probleamsl hypotheses within the framework
of research relevant to this issue in relation pecefic companies. If the above was
effected, it would be a source of satisfactiontfar author.
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ECONOMIC ASSESSMENT OF CONCENTRATION
AND MONOPOLIZATION OF THE MARKET OF
SPICESAND ESSENTIAL OIL PLANTSIN UKRAINE

The article is devoted to the study of modern easndrends in the Ukrainian market of

spicy and essential oil plants. The measurementasket concentration is carried out using
concentration coefficients (indices), Lind, Herfaid — Hirschman, relative concentration,

entropy, variance of market shares of firms, Gimd &lall-Tideman. To study the degree of
dominance of the largest participants in the Ukeminmarket of essential oil and spice

plants, the rigidity of its oligopoly core was detgned. The results obtained allow us to
conclude that when developing a strategy for theeld@ment of medicinal crop production

in Ukraine, special attention should be paid torteed to create a competitive environment
in this industry.

Keywords: production of spice plants, production of essentil plants, market
concentration, market monopolization, oligopolyeor

1. INTRODUCTION

Nowadays the development of production of medicplants is rapidly increasing.
A large group of medicinal crops that are dististpeid in the scientific literature and
practice is medicinal oil-bearing plants containgggential oils. They are called mixtures
of volatile aromatic substances that are formeglamts and have the ability to be distilled
with water vapor. The name comes from the XVIII toey, when nothing was known
about the chemical composition of these substanthsy were called essential oils
because they are volatile, like ether, and oilgeabise they are fat, lighter than water and
do not mix with it. Although the term is not quidéecurate, it is still used in the world.
Nowadays essential oils are already included inighads of medicines and attract more
and more attention as a powerful means of prevgatiny diseases. It is not coincidentally
that the world production of essential oils are stantly increasing and has already
reached 250 thousand tons per year. Currentlyfighds of application of essential oils

1 Tetiana Mirzoieva, PhD, Prof. I.N.oRianenka Department of Economy of Enterprise, National
University of Life and Environmental Sciencesf Ukraine; e-mail: mirzoeva2018@ukr.net
(corresponding author). ORCID: 0000-0002-0034-6138.
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are: 1) food industry (mainly as food flavoring®) distillery industry; 3) tobacco
industry (for flavoring tobacco products, flavoringnd essences are used, which may
include essential oils of peppermint, coriandeterran, vanilla etc.; 4) soap industry; 5)
pharmaceuticals (as medical supplies and medigiBgs)eterinary science; 7) perfumes
and cosmetics (as components of perfumes and ciasin@) aromatherapy; 9) household
chemicals; 10) paint and varnish industry (as sab)e 11) production of rubber and
plastics. The extremely wide use of essential obitained from essential oil plants is
a strong argument in favor of further developmétitsoproduction.

There is quiet a large group of medicinal plartattare produced in significant
amount both in Ukraine and in the world called gpicops. Their popularity is due to
their value, primarily in cooking and the posstlilof using them for medicinal purposes.
There is even a version that humanity began tospsg/-aromatic plants to improve the
taste of food earlier than salt (Melnychuk, 201Bhe combination of spicy medicinal
plants is also quite large. In particular, these anch crops as anise, basil, mustard,
oregano, marjoram, coriander, cumin, fennel, pardovage etc.

The demand for medicinal herbs in general andsfuices and essential oils, in
particular, has been growing rapidly in recent desaaround the world and in Ukraine.
This is largely because the trend towards a hedifdnstyle is spreading more and more.
Consequently, essential oil and spice medicinabsi@nd products of their processing,
due to their inherent healing properties, are tréasing demand. Agrarians' interest in
the production of medicinal plants is also incregsignificantly in the context of modern
times. Firstly, the world is experiencing climateanges. Thus, in the southern regions of
Ukraine, because of global warming, it is becomimgre difficult to grow traditional
agricultural crops — sunflower, corn, wheat andsao Farmers face the need to re-focus
on the production of drought-resistant and stressstant crops. That is why, there is
increasing interest in the production of medicipknts, a significant part of which can
easily tolerate drought. Secondly, in Ukraine, loseaof intensive agricultural production
in the last twenty years, as well as in the whoteldy the soil condition has significantly
deteriorated. As a result, the yield of traditioagticultural crops is reducing. World grain
prices also tend to decline. For Ukraine, whichris of the leaders in grain production on
the world stage, these facts are extremely negafieasequently, Ukrainian farmers are
increasingly considering the possibility of divéysig production and entering new
market niches focused on exports (Mirzoieva, 20T8)dly, interest in the production of
essential oil and spice medicinal herbs is growprimarily in the sphere of Ukrainian
small and medium-sized agricultural businessesrdfsesentatives often consider this
direction as an opportunity to take a place inghlyi profitable niche. The relevance of
the research topic is due to the need to incrdas@roduction of essential oil and spice
crops in order to develop a high-tech and expaarted industry in Ukraine.

2. LITERATURE REVIEW

Many leading scientists have considered varioyse@s of the development of
production of spices and essential oils in theseegch. Carrubba A. and Catalano C.
(2009) consider the production of essential oipsras an opportunity to obtain a strategic
product, essential oils, for many industries. St note that the value of essential oil
plants is that: 1) they are suitable for variousppses; 2) even small producers in rural
area can process them; 3) in many cases, they eagrdwn using environmentally
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friendly or organic methods. The last argument fales significant economic advantages
to etheric oil crops and makes it possible to heetin the segment of «natural» products
(Carrubba, Catalano, 2009).

Derek Byerlee, Walter P. Falcon, and Rosamond &yl (2017) investigate the
versatility of essential oil medicinal plants iretbhontext of growing tropical species for
food, animal feed, and fuel productidBygrlee, Falcon, Naylor, 2017).

In a research, that was presented to the sciemt@fimmunity in 2015 regarding the
production of essential oil crops and essentiat @il South Africa, this segment is
considered as an opportunity for development. Ietwdy that was presented to the
scientific community in 2015 on the production e§ential oils and essential oils in South
Africa, this segment is considered as an oppostuoit the development of agricultural
enterprises, as a means of livelihood in ruralgraa an example of partnership between
poor rural communities (Rural enterprise partng@shihe case of essential amathole,
2015).

In 2019, the project Initiative of the agricultugoductivity and commercialization
(IAPAC) based on the example of Nepal, developedth®y Austrian Development
Agency with the support of the European Union, \pablished. The project contains
suggestions and recommendations on income genemiportunities for rural families
by the cultivation of essential oil and spice craps unproductive land or within
woodlands. The project experience shows that maalicrops can be an important source
of income and employment for the population. Thénnsdress is on the fact that small
farmers and landless farms can develop by produtiedjcinal plants (Essential Oil Crop
Production in Private and Community Forest Land,90Scientists Ramu Govindasamy,
Surendran Arumugam, and James E. Simon (2013) shelyverall global market for
essential oils and the plants that produce thempandide UN statistics, according to
which the main consumers of essential oils arelthited States (40%), Western Europe
(30%) and Japan (7%). Moreover, the trade volumesssential oils and related products
in the world is increasing by about 10% annuallyy®dasamy, Arumugam, Simon,
2013).

In the modern scientific world, many publicaticarg also devoted to the study of the
economy of production of spice crops, which arerttan source of spices. Thus, Arghya
Mani and Arpan Kabiraj (2019) highlight the imparta and necessity of spice crops and
analyze the export of spices and spice-based pt®daad they focus on the fact that,
first of all, these are products with added vaMeurti, Kabiraj, 2019).

It is worth mentioning that in the developmentspice production, it is advisable to
focus on Indian producers, since in the modern dyoithdia is the largest producer,
consumer and exporter of spices.

In particular, this country produces about 75haf 109 varieties of spice crops listed
by the International Organization for Standard@at{ISO) and accounts for half of the
world's spice trade. Demand for primary and secondpice crops is growing rapidly in
both India and the world (2020) (Indian Spices bidy 2020). The global spice and
seasoning market is predicted to grow at an anraial of 5%. According to the latest
researches, spices are used in the process ofgtimuwf food and cosmetic products,
pharmaceutical products (Global Spices and Seagsthimlustry, 2019).

In general, the authors-researchers of the pramucf spices and essential oils agree
that this segment contributes to the developmersn@dll and medium businesses in the
agricultural area, employment of rural populaticssd the creation of value-added
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products. In Ukraine, these goals have not bedn &uhieved yet. Therefore, the author
explores the possibility of solving the scientimd practical problem of forming an
effective market for spices and essential oils e tframework of the strategic
development of the medicinal plant industry in Ukea The purpose of this study is to
assess the economic level of concentration and pmization of markets for spice and
essential oil crops in Ukraine.

3.METHODOLOGY OF RESEARCH

According to the author, an economic assessmettieofevel of concentration and
monopolization of the medicinal plant market in bike and research of trends in this
market can be used as a methodological basis fotirig a strategy for the development
of medicinal plant production. In order to deterenthe number of enterprises that create
a business environment in the field of medicinanpd and identify their impact on the
development of the industry, a profound quantiexiwalysis was made.

In particular, the concentration of a particulaarket is measured using the following
coefficients (indices) (Pervakov, 2009): concemrat Lind, Hergindahl-Hirschman,
relative concentration, entropy, variance of masteres of firms, Gini, Hall-Tademanor,
Rosenbluth etc.

In modern conditions, many enterprises operatenaiy markets, including quite
a few large companies. But not all large enterpris&ve the same impact on the market.
To study the degree of dominance of the largedigizants in the Ukrainian market of
essential oils and spices, it will be necessadetermine the rigidity of its oligopoly core,
because only if it is present, there is a possjbilf anti-competitive concerted actions. To
do this, use the Lind index, which is an effectivel for determining the «border» of an
oligopoly and it is calculated using the formula:

1
L= ¥ 2 Q (1)

Wherek — the number of significant business entiti€s;— the ratio between the
average market shares and business entitiek-ghdbusiness entities;— the number of
leading business entities amadngignificant business entities (Valitov, 2006).

S5ty )

whereS — total market share afeconomic entitiesSc — market share df significant
entities. The Lind index is calculated in stagéstlf, for the two largest enterprises, then
for the three, andso on untill getting a violatiointhe continuity of reducing the indica-
tor L, that is, until the result L k k > -lappears. Violation of continuity states,that st |
added to the computation enterprise, has significamaller market share than any of the
previous (Okrepkyi, Myhal, 2016). Large significeandn further analysis is the
investigation of dispersion of oligopoly core. Basa even in a highly concentrated
market, there can be an active competitiondue g¢autfiform distribution of particles and
the ratio of the sizes of individual subjects, itheltided in it. In order to be able to carry
out research on the dispersionof the oligopoly ciblie necessary to calculate the share of
each of the leading enterprises in the oligopolyeda the Ukrainian market of essential
oils and spices. The results obtained will allowtasdetermine the uniformity of the
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distribution of market shares between competingrpnises. This, in turn, will make it

possible to assess the risks of collective moneptiin, that is, the attainment of
a dominant position in the market by leading entses throughcoordinated behavior.To
do this, use a generalized the Herfindahl-Hirschimalex HHI), that is calculated using

the formula

HHI = Yk | S? 3)

To determine the degree of market concentratioea Huall-Tideman index or
Rosenbluth index (IR)can be used. It demonstréesitmber of competitors, the share of
each of them in the total sales volume of produmtsi the ranks of these particles. It is
calculated based on comparing the ranks of engapin a particular market:

1
le = 237 ieSi— 1 “)
wherei — rank of the company's share from maximum to mimn (Zaitseva, 2011).he
maximum value of the Hall-Tideman index is one @mndnonopoly conditions). The
minimum value isl1 / N whereN — is the number of enterprises in the sector. The
advantage of the Hall-Tideman index is the abii@yrank businesses by their degree of
significance, which contributes to a deeper analysi a particular industry. The
disadvantage is that this index cannot be caladllaiefull at a certain time, it must be
considered in dynamics (Horniak, Filipovych, 2012).

In order to assess the possible market power wrgnises, taking into account the
inequality of their size, the indicator of markdtase dispersion is used.This indicator
reflects the degree of uneven distribution of grise shares in a particular market and is
based on the formula:

1 —2
o =150, (5 -5 (5)

where ¢ — average square deviation of market shares arpiges; Si — share of
enterprise in the marke§ — average share of the enterprise in manket; number of
enterprises (Volkov, Horoshkova 2011).

In addition, the coefficient of variation is alssed to assess the uniformity of
distribution of production and sales volumes betwemarket-leading enterprises
(Pietieshova, 2011). It is calculated using thenigla:

V=o0S (6)

The greater unevenness of the distribution ofeshaf enterprises corresponds to the
higher values of the indicators of variance andatiam.

Pre-calculated indices will allow you to measumnceentration directly and only
indirectly competition in the market. Concentratimeans that there is a certain order in
the market that is set by large enterprises. Whibenpetition is characterized by
«promiscuous» movement of the enterprises and #r&anhentropy. Due to this, entropy
indicators can be used to measure the degree gietdimn directly. In other words, the
entropy coefficient is used to assess the degreksofderliness of a particular market. It
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is the sum of the sales shares of enterprisesofferiate in the market, weighted by the
natural logarithm of the inverse value:

E =YL, Sing )

The value of the entropy index ranges from 0 téHe higher this indicator, the higher
the level of competition in the market. Along withis coefficient, the relative entropy
index is calculatedHQ):

Ey = ®

0~ ln(n)

A mathematical indicator of the uneven distribntmf a particular market is the Gini
coefficient (index) (G). It allows to determine hoewenly a particular variable is
distributed among market participants. The valueh&f Gini coefficient varies in the
range from zero to one. In the case that the coeffi is equal to zero, we can state the
condition of absolute equality, and if the one e absolute inequality.

The higher the coefficient value, i.e. the clogeapproaches one, the greater the
differentiation in the market distribution betweawividual producer enterprises. The
calculation of this index for a set of enterpritiest are part of the oligopoly core of the
market of essential oil and spice crops shouldarged out using the formula:

G = %(n +1-2 <_2?=1("+1—i>yi)> ©)

Z‘{l=1 Yi

where n —the number of enterprises in the aggregatds ythe market share of the
enterprise.

4. RESULTS

The direct research of the current state of madigblants production in Ukraine is
complicated by the fact that statistical informatis extremely insufficient. Centralized
analysis of the current state of procurement atiivation of medicinal plants in Ukraine
is practically absent, a number of indicators rdiay the functioning of the industry is
simply not tracked. In addition, it is worth memting, that, since medicinal crop
production is not distinguised as a separate ingusiverything related to medicinal
plants in the statistical collections of the Stsiitistics service is displayed in the section
«Technical crops». Secondly, only since 2016, thaeSstatistics service of Ukraine
began to reflect data in the context of individuakdicinal crops, before that the
distinction went to such groups as «medicinal planketheric-oilseeds» and «coriander».
Accordingly, information was provided in statisliggarbooks for these three groups. We
assume that the selection of coriander in a sepédira is due to its value as an essential
oil culture.Thus, experts note that the volume fdpiction of coriander essential oil is
inferior to almost all the most famous crops, excpprhaps, roses and lavender. Its fruits
contain up to 20-25% of fatty oil and 1,5-3% ofesdil oil. In addition, the composition
of coriander essential oil is stable and almostsdu# differ depending on the variety or
growing area (Koriandr: likarski ta korysni vlasbgti, http). Since 2016, statistical
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information in Ukraine has been enriched with infiation about the production of «spice
crops» and medicinal plants in the context of iidlial crops, not just coriander.

A characteristic feature of the development ofdpiaiion of essential oil and spice
crops in Ukraine is that the industrial productafra number of crops is gradually scaling
up. These are crops that until recently were notvgron the territory of the country in
general or in small amounts, or those that weregrmin due to the fact that they needed
other climatic conditions. But due to global warmiit is now possible to grow them in
Ukraine.

Analysis of sales of spice crops by enterprisedkraine in 2018 showed that 66.2%
of Ukrainian spices were sold by two enterprisebl@ 1). This fact indicates the
existence of monopolistic trends in the productéspice crops in Ukraine.

Table 1. Spice sales by enterprise (2018)

gjtrgrbperrig Volume of products sold, centner Sharein total product sales, %
1 6219 33,65
2 6 014 32,54
3 1024 5,54
4 842 4,56
5 787 4,26
6 566 3,06
7 426 2,31
8 390 2,11
9 385 2,08
10 291 1,57
11 277 1,50
12 275 1,49
13 240 1,30
14 233 1,26
15 225 1,22
16 100 0,54
17 95 0,51
18 75 0,41
19 17 0,09

Source: Official site of the State Statistics Sesviof Ukraine (2019) (http://www.
ukrstat.gov.ua) authors' own depiction.

In table 2 the results of the study of the rigidif the oligopoly core in the segment of
spicy medicinal plants using the Lind index arespraed.
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Table 2. Calculation of the Linda index for the gpiarket in 2018

K Q1 Q2 Q3 Q4 Q5 Q6 Q7 Lk

2 1,034 0,517

3 1,767 | 5,973 1,290

4 2,368 | 6,556| 5,24829 1,181
5 2,870 | 6,917| 5425| 447877 0,945
6 3,368 | 7,600 6,040 5210  5,26001 0,916
7 3,863 | 8,390| 6,744 5,944 6,002  6,04533 0,881
8 4332 | 9,095| 7,338 6,500 6,463 6,31 5959 0,821

According to the performed calculations, the bheatcontinuity has occurred atk=3
(Ls>Ly),therefore, the oligopoly is created by the finsttheir market share of farms
properties, which provide 66,2% of the sold produdthe character of such an oligopoly
is defined rather as «rigid».This is the eviderw two companies dictate the trends in
the segment of production of spicy medicinal cradbother manufacturers are largely
dependent on this.

In order to carry out the research on the disparsf the oligopoly core, the share of
each of the leading enterprises within the oliggpobre in the Ukrainian segment of
medicinal herbs was calculated (table 3).

Table 3. Market share of enterprises that areqfdte oligopoly core

Number_ of Market share, % Sharein the oligopoly core, %
enterprise

1 34,61 50,84

2 33,47 49,16

The calculation of the shares of enterprises thktrty to the oligopoly core allows
us to emphasize the importance of the largest bssiantity in the total combination. The
results show that the two leading enterprises éngiice market in Ukraine have almost
the same weight.

Table 4. Spice market concentration indices in Wa@ 2018

Indicator Value
Herfindahl— Hirschman index 5001
Hall-Tideman index 0,504
The dispersion of market shares 0,7
The coefficient of entropy 0,734
The coefficient of relative entropy 1,058

The actual Herfindahl-Hirschman index indicateat tthere is a limited oligopoly in
the Ukrainian spice market. The Hall-Tidman Ind&og¢enbluth), which helps to take
into account the size ratio of enterprises, isglatv (the minimum level for the surveyed
enterprise population is 0.143), which indicates limited market power of economic
entities. The high value of the variance of markedres is caused by a significant gap
between the market share of the largest manufactur@é other competitors. The same
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circumstance explains the level of entropy coeffits and relative entropy, which
measure the uneven distribution of market sharésde® economic entities. The lower
the value of these indicators, the greater thétalof sellers to influence the market price.

The Lorentz curve shows the degree of unevenilulision of a certain market among
the main manufacturing enterprises more clearty. (f). As you can see from the figure,
the actual Lorentz curve deviates from the lineuoiform distribution. This means that
there is an inherent difference in market shareghi® studied set of enterprises.
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Fig. 1. Lorentz curve of the spice market in Ukeain
Source: own study.

The obtained value of the Gini index (0,508379ftms the presence of unevenness
in the distribution of the studied market among perticipants, which increases the
probability of a tendency to reduce competition amctease the monopolization of the
market of spice crops.

The analysis of the sale of essential oil cropstugrprises in Ukraine in 2018 showed
that 50,3% of Ukrainian spices were sold by tweegmises (table 5). This fact indicates
that there are monopolistic trends in the productibessential oil crops, as well as in the
production of spices in Ukraine, although to adesxtent. Although it is a positive fact
that according to official statistics the number pbducers of essential oil crops in
Ukraine is twice as large as the number of produoéispices. In addition, most of these
enterprises can be attributed to small businesséih can also be considered as
a positive phenomenon, since small agriculturahgiare the basis of agribusiness around
the world (Herasymchuk, 2011).
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Table 5. Implementation of essential oil cropseimts of companies (2018)

Number of Volumeof | Sharein total Number of Volume of Sharein
. productssold, | product sales, . products sold, |total product
enterprise centner % enterprise centner sales, %
1 20745 30,3 20 398 0,58
2 13705 20,0 21 323 0,47
3 5750 8,4 22 305 0,45
4 3960 58 23 294 0,43
5 3510 51 24 287 0,42
6 2458 3,6 25 230 0,34
7 2379 35 26 219 0,32
8 1874 2,7 27 209 0,31
9 1716 25 28 164 0,24
10 1570 2,3 29 163 0,24
11 1186 1,73 30 147 0,21
12 1121 1,64 31 128 0,19
13 1049 1,53 32 118 0,17
14 889 1,30 33 104 0,15
15 841 1,23 34 95 0,14
16 631 0,92 35 90 0,13
17 621 0,91 36 50 0,07
18 500 0,73 37 33 0,05
19 478 0,70 38 33 0,05

Source: Official site of the State Statistics Sesviof Ukraine (2019) (http://www.
ukrstat.gov.Uaauthors' own depiction.

The calculation of the Lind index for the markétessential oil crops in 2018 shows
that the continuity violation occurred at k = 7 (B7L6), therefore, the oligopoly is
created by the six first in their market share afirfs that provide 73.3 % of the sold
products.

Table 6. Calculation of the Lind index for the mark&essential oil crops in 2018

k Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q8 Lk

2 1,514 0,957

3 2,133 | 2,996 0,855

4 2,658 | 3,548 3,384 0,799

5 3,082 | 3,909 3588 3,14% 0,686
6 3530 | 4,395 4,049 3,700 3,8788 0,652
7 3919 | 4,770| 4,355 3,968 3,942 35]2 0,683
8 4317 | 5,185 4,728 4,321 4262 3,929 4,146 0,552
9 4695| 5570| 5,058 4,624 4525 4199 4,328 4,086,515
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The calculation of the shares of enterprises dnatpart of the oligopoly core of the
market of essential oil crops in Ukraine confirmiek preliminary calculations and
showed that a significant impact on its developmintcarried out by two major
enterprises, as well as 4 other manufacturers, eviimgortance in the market can be
considered as quite significant.

Table 7. Market share of enterprises included énaligopoly core

Number of enterprise Market share, % Sharein the oligopoly core, %
1 30,3 414
2 20,0 27,3
3 8,4 11,5
4 5,8 7.9
5 51 7,0
6 3,6 4,9

The fact that, according to our calculations, #atual Herfindahl-Hirschman index
has, indicates that a limited oligopoly has beedaldished in the Ukrainian market of
essential oil crops. The Hall-Tidman Index (Rosati), which takes into account the
ratio of the size of enterprises, has a relatidely value (the minimum level for the
surveyed enterprise population is 0.143), whichcaigs the limited market power of
economic entities. The high value of market shamgawnce is explained by a significant
gap between a share on market of the largest retunér (enterprise 1 has no name) and
other competitors. This circumstance also expl#ieslevel of entropy coefficients and
relative entropy, which measure the uneven didiidbuof market shares between
economic entities. The lower the value of thesexed, the greater the ability of sellers to
influence the market price.

Table 8.Indices of concentration of the marketasfemtial oil crops in Ukraine in 2018

Index Value
Herfindahl — Hirschman index 2727
Hall-Tideman index 0,283
The dispersion of market shares 187,9
The coefficient of entropy 1,329
The coefficient of relative entropy 0,742

As you can see from the figure, the actual Loranteve deviates from the line of
uniform distribution. This means that there is aherent difference in market shares for
the studied set of enterprises.
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Fig. 2. Lorentz curve of the market of essentibtmips in Ukraine
Source: own study.

The obtained value of the Gini index (0.41164&)ftms the presence of unevenness
in the distribution of the studied market among pesticipants, which increases the
probability of a trend to reduce competition and@ase market monopolization.

5. CONCLUSIONS

Thus, the conductedassessment of concentratiomandpolization of the markets of
essential oil and spice crops in Ukraine indicates actual absence of competition in
these segments of the Ukrainian economy, the pcesefma high-concentrated market and
monopolistic trends. The market is actually credigd-6 dominant firms, all the others
play a quite minor role-both in terms of productieslume formation and in terms of
product price formation. A comparison of the maskshowed that the spice market is
more concentrated than the market of essential loilgeneral, the presence of dominant
firms within a certain market, as evidenced by warkperience and the development of
the world economy, does not contribute to the éffecdevelopment of a particular
industry. Therefore, for Ukraine, the issue of deping the production of essential oils
and spices in particular and creating a strategytfe development of the industry of
medicinal plants in general is extremely urgenttiiies in this direction will contribute
to the expansion of areas for essential oils, spa® medicinal crops, the creation of
a full-fledged processing subcomplex, which candude raw material processing plants,
enterprises of the perfume and pharmaceutical tridas storage facilities and a sales
system. With proper approach, further developméitiscown production of essential oil
products and spices and medicinal plants raw nzd¢ecan become one of the aspects of
economic development of the country. At the samme tiit should be noted that due to
a complex of organizational, economic and techrioldg problems, the dynamic
development of the production of essential oils¢espand medicinal crops in Ukraine in
general is quite problematic and requires thordugther research.
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CONDITIONS FOR MENTAL RESISTANCE
IN DIFFICULT SITUATIONS

The work environment is an integral part of thefessional functioning of every employee
(soldier) and is one of the most important areasunfian activity — it is almost everyday life
in the modern world.

The theoretical and empirical considerations takethe study relate to the functioning of
employees in stressful and dangerous professiahsh@ir mental resistance to difficult and
extreme situations. The purpose of the article wasdetermine the basic factors
conditioning mental resistance to difficult sitwats and factors that affect the successful
implementation of the tasks. The research methagtad in the article was a qualitative
analysis supported by the technique of defining menings.

The effect of the publication is the opportunityléarn effective methods of coping with
stress and pressure, which determine how to resgodifficulties in both professional and
private life.

Keywords: mental resilience, stress, professional developnmofessional professiona-
lization, resilience.

1. INTRODUCTION

Coronaviruses have been off the beaten track ehssts' interest for several years. It
was caused by the fact that they caused a mild edlth disappeared without any
intervention within a few days. The current epidgntaused by a previously unknown,
highly infectious coronavirus species, has alsdrdmrted to the intensification of interest
in the issue of human mental resistance to diffiant extreme situations.

Mental resistance is the ability to deal effectvelith challenges, stress and pressure.
As D. Strycharczyk and P. Clough “rightly point pghe describes how to respond to
difficulties in both professional and private lifeople who are strong and mentally
resistant believe in their own skills, are opem&w challenges and persistently pursue
their goals” (Strycharczyk, Clough, 2017). What'sres they cope better with stressful
situations, endure criticism and unfavorable remankore easily, and use a possible
failure for personal development. They also sucawede often. In connection with the
above, developing mental resilience enables adequse of possessed skills, and its
proper measurement allows to plan appropriate stippeday, the model of mental

1 Professor Grzegorz Rostan, PhD, The Faculty of adament, Rzeszow University of
Technology, 35-959 Rzeszéw, al. Povistav Warszawy 12; e-mail: g.roslan@prz.edu.pl.
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resilience and a questionnaire for its assessmemidely used, among others in business
and healthcare.

2. DEFINITION AND BASIC FACTORS CONDITIONING
MENTAL RESILIENCE

In the psychological literature there are seveoakepts related to the issues discussed
in the article, used interchangeably: “mental tesise”, “emotional resistance”, “stress
resistance”, “tolerance to frustration”. It shoud@ emphasized that the term “mental
resilience” is understood differently by the authdealing with this issue. According to
the author, among the many definitions of this temotions formulated by M. Tyszkowa
and M. Jarosz deserve attention.

According to M. Tyszkowa,

“mental resistance to difficult situations is a dtion of: a) the quality of
orientation in a psychological situation; b) thetivational power of the goals of
the activity; c) the capacity for emotional contesld self-control; d) the state of
shape, properties and internal coherence of cegngiructures that make up the
personality; e) habits of responding to difficuituations and symptoms of
emotional tension” (Tyszkowa, 1978).

This author pays special attention to the percéptoaceptual and emotional function
of the situation, where she assigns the basic tmléhe cognitive aspects of reflecting
difficult situations, which determine both emotibrexcitation and — above all — the
further development of emotion or its inhibitionrfBtacznik-Gierowska, Tyszkowa,
2020).

In turn, M. Jarosz combines the term “mental rasis¢” with the concept of
“psychological stress” and synonymous terms sucH'sa®ss”, “stressor”, “stressful
situation”, “frustration” and “conflict”. It exprees the view that “stressor”, “stressful
situation” and “difficult situation” are unambigusuerms, the names of the factors
causing stress, i.e. the state of stress. At thee dime, he states that “of these terms”
seems to be the most “difficult situation”. Thistlaar distinguishes between mental
resistance to stressor (difficult and stressfuliagibn) and mental resistance to stress
(stressful state) (Jarosz, 1988).

According to the author, resistance to stressorifests itself in relatively low
emotional reactivity to threats, obstacles and rothetors specific to difficult situations.
In other words, man perceives the situation in Whie finds himself difficult, but he
responds to this situation with a relatively weakogional reaction, such as fear, anxiety
or anger. Resistance to stress, on the other handased on the ability to function
properly, despite emotional excitement. This methas a person experiences emotional
excitement, experiences fear, anxiety, anger oero#motional states of significant
intensity, and at the same time acts conscioudfgctévely, controls his behavior and
aims to achieve the chosen goal (Jarosz, 1988).

It is worth mentioning here that the concept of tgimnal resilience” is defined in
a similar way in the publication edited by J. HilErgonomics in the service of the army
By emotional immunity we understand the stabilifyneental and motor functions in the
conditions of emotional interactions. In a broadspect, it is the ability to manage your
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emotions, maintain high ability to work and perfocomplicated and dangerous activities
without excessive tension, regardless of emotiompéct (Hildt, 1972).

The quoted terms relatively broadly and comprehegi characterize the term
‘psychological resistance'. The above-mentionechdeof mental resistance, to some
extent, answer the question on what factors thssstance depends. However, it seems
expedient, according to the author, to specifyéhf@stors more precisely. Therefore, to
the basic factors that determine human mentalteggie to difficult situations. should
include: the properties of the nervous system amaespersonality traits of the human. On
the properties of the nervous system — for examible, strength and persistence of
emotions and the type of emotional response depRadple with an anxiety attitude
when experiencing a difficult situation can expecie and often experience strong anxiety
that prevents them from working efficiently. In ¢st, people who are characterized by
confidence in their strength and attitude to overeddifficulties, less often experience
difficult situations of emotional arousal disorgang their actions (Talaga, Sikorska,
Jawor, 2018). In close connection with the abowperties, there are:

» adaptation to the conditions and requirements &ssuc with the occupation or

function performed,

« level of motivation to achieve the intended goaérérchy of values and needs,
level of aspiration etc.,

« personality maturity; mature personality is chasdeed by, among others its
content, subordination of aspirations and side si¢gedthe leading aspiration and
the ability to restrain emotions; these propert@scondition organized and
efficient functioning in difficult situations; andn the contrary — one of the
manifestations of immature personality is low resise to stressful situations
(Sikorska, 2017).

Particularly important factors conditioning mentalsilience also include human
cognitive structures, the level of professionalpamation, and psychological readiness for
professional activity. From these factors includgpehd on: the way people perceive
difficulties, i.e. how they are perceived and hoeyt see themselves in a difficult
situation.

Due to the limited possibilities of this publicatioonly some of these factors will be
presented below.

3. ADAPTATION TO PROFESSIONAL CONDITIONS AND REQUIR EMENTS
AS WELL AS THE FUNCTION PERFORMED

Adaptation — it is the adaptation of the human badg personality to changes in the
environment or to changing living conditions anthaties. The proper adaptation process
is of great importance for shaping mental resileete difficult situations. The positive
course of adaptation is, among others on increasiagadequacy of human behavior in
relation to the impact of the new environment. Aidépn creates opportunities for a more
optimal functioning of the body and personality umusual conditions. However, if
adaptation does not occur, additional difficulteegse in mastering both the subject and
the conditions of activity, including the occurrenof disturbances in its regulation
(Aleksander, 2017).

Research results and literature analysis show tleggending on external conditions
and the level at which human and environmentakactéons are made, various types of
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adaptation can occur (Okp2001): physiological — changes in the interactibivarious
physiological systems of the body, e.g. when irgirgathe intensity of work; biological —
changes in the metabolism and functions of orgaascerding to the vital importance of
stimuli, e.g. when acclimatizing (when sleep istutised, appetite — work performance
decreases); psychological — adaptation to the dondiand tasks at the level of processes
and mental functions, e.g. increased sensitivityhef eyesight in the dark or dulling of
auditory sensitivity under the influence of noisel strong sounds (sensual adaptation),
an increase in the pace of thinking at a time defsocial — implementation into a new
job, into a new social environment, adaptation teee place of life Poroszewska, 1995;
Koczniewska-Zagorska, Nowacki, Wiatrowski, Bandur@g6).

These types of adaptations can be more or lessfested simultaneously. Such
processes occur, for example, in the initial perdd/oung people's work in industrial
plants and other institutions, young soldiers ¢&ffs) in the army, etc. A model example
of the adaptation process and related difficulsiesuld be the course of adapting young
soldiers (conscripts) to the requirements of theise military.

After crossing the barracks gates, in their lifel aperation, fundamental changes take
place: a change in the environment, new disciplaguirements, regulatory order of the
day, etc. They are faced with requirements for erasy new messages, skills and habits,
new regularities of behavior, new elements and $oofirelations. interpersonal, etc. All
changes and new requirements may cause some reegadutal states among some
soldiers, especially at the beginning of their g&rythus causing specific adaptation
difficulties. They result from both the specificitf military service and the individual
personality traits of soldiers.

According to the practice and literature on thejaci) the process of adapting young
soldiers to military service has a different couBepending on the period and properties
of the adaptation process, soldiers can be divideml three groups. For a significant
proportion of soldiers, the adaptation period la&t8 weeks. They show no major
adaptation difficulties. These soldiers achieve dgoesults in combat preparation. For
soldiers in the second group, the adaptation peisotbnger. They have adaptation
difficulties, which are accompanied by deterioratiof well-being, and reduction of
physical and mental fithess. Soldiers of the thgmbup have significant adaptation
difficulties. They find, among others expressionniental disorders requiring treatment
(Nowosielski, 2009).

Considering the above issues, which concern, amotigrs soldiers (military
commanders), the main subject of further considmratwill be professional adaptation,
which W. Szewczuk describes as the "process oftatiap of an employee starting work
in a given profession to the requirements of thekvemvironment; this kind of adaptation
occurs in adult workers in the event of a changerofession ...(Szewczuk, 1979).

Graduates of military schools and academies, corderanappointed to subsequent
official positions, and professional soldiers apped to perform many other responsible
functions are also adapted to professional actiViitye process of professional adaptation
is accompanied by the process of social adaptatibith consists in adapting a person to
specific living conditions and activities in a givenvironment. In further considerations,
both these processes will be considered together.

In this sense, the process of professional andilsadaptation includes: adaptation to
professional requirements; to new working condgiaio the new social environment, its
customs, norms and traditions. It should be pdeityemphasized here, however, that
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the process of professional adaptation is not aip@aact of subordination to professional
requirements, but rather an active and creativeliiement in professional activity. There
are many general features specific to any adaptatiocess in professional adaptation.
Therefore, it is a process that takes place thamlenergetic, psychological and moral
mobilization of a person in accordance with praf@sal and environmental requirements.
The possibilities of such mobilization and mastgnew tasks are different for individual
people. Therefore, there are individual propertieshe process of their adaptation in
terms of time, relevance and accuracy (Kwiatkow2@03).

There are two groups of factors conditioning adégmta The first group includes
factors related to human personality traits. Thase such properties as: general and
special preparation, character, temperament, dggnftrocesses, functional states, age
and others (Dang, lan Nuberg, Bruwer, 2019). Fangde, people characterized by
a slow response to external stimuli, calm, reaskenglphlegmatic) exhibit great
difficulties in adapting to complicated living araperating conditions. However, their
adaptation is more durable compared to people waatrquickly and strongly to the
environment, emotional, prone to frequent changesgéneral condition (spitfire,
sanguine). The melancholic is even different. Urttiersame conditions, he experiences
deeper complicated events, is inclined to incred#éculties, sees (and expects)
something bad and dangerous in everything. Newndivconditions can make him
completely lost.

The course and results of professional adaptatepend primarily on the level of
readiness to complete tasks and motivation. Atstime time, high prosocial motives,
a sense of duty, responsibility, can to a certaiterd compensate for the lack of
experience, impact on the adaptation of unfavorabteperament traits, etc., because
these motives favor the manifestation of activityd aadequate functioning of mental
processes, and on the contrary, the weakeningogbpial motivation leads to the breakup
of valuable forms of adaptation.

The second group consists of such factors that exigctively, e.g. measures that
facilitate familiarization with the nature and wor§ conditions, properties and examples
of managers, social environment, educational wark@hers (Strelau, 2006).

Adaptation to new conditions is more efficient fitial work is carried out to
familiarize man with possible situations in hisigities. An important element of the
preparatory work is the activation of pro-sociah&#@or motives, maintaining a high level
of cognitive activity, shaping missing skills andhits (Penuel, Fishman, Yamaguchi,
Gallagher, 2007). In many social environments, eigilg in the army, great attention is
paid to compliance with applicable standards ofdemt In this case, the basic role has to
fulfill knowledge, which allows you to understanidet essence of a given principle of
conduct. Moreover, according to Z. Skorny,

“an internalized norm accepted by the entity is treted as an order from

outside, executed only to obtain a prize or to dvminishment. It becomes an
autonomous regulator functioning also when it is subject to external control.

(...) Acting in accordance with the standard igarse of internal satisfaction and

a sense of well-fulfilled duty. However, violatiaf the norm causes a sense of
guilt and loss of self-respectSkorny, 1989).



78 G. Rostan

Thus, the process of professional and social atlaptaonsists of several stages:
cognitive; learning new patterns of activities, iasbcnorms and ways of behavior;
psychological reorientation; developing habits ameérnal acceptance of new tasks and
operating conditions.

At this point, it should be recalled that man hedain restrictions on adaptability, e.g.
fatigue, hunger, thirst, etc. Relativity of adajmat also occurs in sensations: pain,
temperature, vibration. It is almost impossiblatiapt to very high and low temperatures,
pain, etc. It is also worth mentioning that thesenot enough data in the psychological
literature regarding the answer to the questiontldreand to what extent it is possible to
adapt to difficult situations. Literature in thelfi of aviation and space psychology is an
exception. However, it applies to pilots and asigsa (astronauts), i.e. especially selected
people (Terelak, 2017; Pokino, 1977).

It should be mentioned that the most common problefresistance to stress are
combined with the innate properties of the nerveystem and the acquired skills of
coping with stress (Heszen, 2013). At the core ahan's ability to cope with new,
changing life situations is his general mental €#ts, also called general ability or
intelligence. The essence of these abilities isomdy the ability to passively adapt to
environmental conditions, but above all the pofisjbof purposeful activity that sets out
various ways of dealing with stress. Coping wittess$ relies on a constantly changing
cognitive and behavioral effort directed to speciéixternal or internal requirements,
which are assessed as burdensome or exceeding halildies (Miedziun, Czabala,
2015).

Acquired coping skills include primarily professainraining and experience. A good
example would be adapting the remote control téicdit situations. It has been found
that underlying this adaptation are two importasyqgiological mechanisms. The first of
them is associated with the process of flight frajnlt is based on the fact that as you
gain practice, the degree of difficulty of aeriasks decreases. The second psychological
mechanism is to reduce sensitivity to stressorseémning techniques to control your own
emotional states (Bagutayan, 2015).

4. PSYCHOLOGICAL READINESS FOR PROFESSIONAL ACTIVIT Y

Another, extremely important factor conditioning mted resilience is the psy-
chological readiness for professional activity @lated to the function performed,
including readiness to act in difficult situationédccording to L.M. Popova, .M.
Puchkova and P.N. Usti, psychological readiness anl important premise for targeted
activity, its regulation, stability and efficienclt.helps a man to successfully perform his
duties, correctly use knowledge, experience andopal properties, maintain self-control
and correct his actions during the emergence adreséen obstacles (Popov, Puchkova,
Usti, 2016).

The authors distinguish two types of psychologiealdiness: permanent (general) and
short-term (situational). Permanent readinesssisugture that includes:

 positive attitude to a specific type of professiaaztivity,

e adequate to the requirements of the business, gmiofg character traits,

temperament, ability and motivation,

« necessary knowledge, habits and skills,
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« professionally durable properties such as insigittention, thinking and emotional
processes.

Situational readiness — is updating, adopting alicds, creating psychological
possibilities for effective performance of actigdi at a given moment. General and
situational psychological readiness include thiofaihg components:

« motivational (interest in a given activity, the delr effective task performance,

striving to succeed and show oneself from a bettks),

« cognitive (understanding responsibilities and taskssessing their significance,
knowledge of the means necessary to achieve tHeigaaining likely changes in
the situation),

< emotional (sense of responsibility, faith in achigvsuccess, focusing on the task,
overcoming disturbing interactions, doubts, fear)et

It should be mentioned that difficult situationscoming in human activity are
accompanied by specific states of psychologicaiten(stress). They are, among others
caused by such circumstances as danger, novedtyplhof strength; physical obstacles —
weather, town, strong noise; failures of work equ#mt, equipment malfunction,
interpersonal relationships; not enough experiegite In other words: anything that
hinders or frustrates achieving a goal. The impédifficult situations on the course and
result of action depends not only on the naturtheftask and circumstances, but also on
the individual characteristics of a person, motiedéshis behavior, experience, habits,
basic properties of the nervous system, emoticesilience. In one person, psychological
stress arises “easier” and lasts longer than anolihigéhe same situation, the degree of
psychological stress varies from person to perStmess as a condition covers the whole
psyche and affects the nature and level of menmt@lity as a whole and on individual
mental functions. The literature on the subjecttimimishes several forms of
psychological stress: perceptive — occurring in ¢lient of great difficulties and errors
when receiving information; intellectual — whenistimpossible to find a way to solve
a task or exit a critical situation; emotional -s@dated with the emergence of emotional
states disorganizing action, the inability to mas@nscious effort and self-control;
motivational — binding min. fighting motives, egpntinued active performance, duties or
evasion of danger and risk. It is worth remindihgtt in a state of psychological stress,
primarily complex intellectual activities and preses are disorganized. However, simple
operations are relatively resistant (Lojek, 2007).

An analysis of human behavior in emergency situatishows that the most powerful
stimulus that leads to erroneous activities is mplete information. In this situation, high
psychological readiness becomes necessary, whitkoca certain extent compensate for
the lack of sufficient information. To achieve supbychological readiness, training
methods are necessary that develop speed of tlginkiiggest — how to use previous
experience to successfully operate in conditionsnobmplete information, shape the
ability to switch from one attitude to another,ftmecast and anticipate possible events
(Czajkowski, 2010).

An important method of preventing excessive emaiticiension is planning your
activities, especially thinking through them catlyfuand carrying out imaginary
“gameplay”. It is also beneficial to develop possilariants of actions in situations that
may arise at work — including emergency situatiofisgood illustration of the above
recommendations for proper training is an example/arking on himself the American
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supersonic aircraft flyer W. Bridgeman, who coneédchis trainings in the cabin of the
aircraft, and then supplemented them by recreatitngs imagination all the details of the
next summer.

In summary, these general considerations can betlsaii psychological readiness for
difficult situations — these are active stateshsf body and personality that reflect the
requirements of these situations and appear agwaater of goal-oriented behavior.
Psychological readiness is conducive to maintairting efficiency of operations with
unexpected complications and the formation of streactions.

5. SHAPING PSYCHOLOGICAL READINESS FOR PROFESSIONAL
ACTIVITY

Business readiness develops and strengthens bgpéugipeople with general and
professional knowledge, skills and habits, and owprg personality traits that are
important in professional terms. It is worth menti@ that the motivational factor is
extremely important. Awareness of the social andsg®al importance of work is
conducive to raising readiness. At the same timigjeabively favorable working
conditions are necessary. According to expertstaigeted teaching process according to
profiling disciplines is particularly important. Ehkind of teaching creates favorable
conditions for the formation of ideas about futativities. And also about the nature of
the workplace, specific working conditions and tghisituations that occur in practice —
including difficult situations (R§; Trzesowska-Greszta, 2018).

Moving on to the merits, in order to prepare a ffaarwork in stressful situations, the
following principles, methods and techniques ofreises and trainings are proposed:
gradual introduction of an increase in the pacaabiities; solving tasks with insufficient
information, disturbances, occurrence of risk dnédt elements; introducing unexpected
obstacles and unexpected complications to claseéfng a task that requires independent
selection of one of several possible ways to sidlvereating situations leading to partial
setbacks and requiring increased activity in thar setting a task and creating
situations that require an immediate transition btwld, independent and organized
activities; developing models of future activitidspending on changes in their external
and internal conditions and others (Heszen-Niejp868R7, Heszen-Niejodek, 2000).

No less important determinant of shaping psychghlagieadiness is the preservation
of the known teaching principle consisting in gragidifficulties. Studies show that
exercises aimed at overcoming negative mental sstgt@paration for risk and danger
activities should be graded. At the same time,shmild take into account the personality
characteristics, knowledge and habits of a giversge Unauthorized optimistic mood
can turn into fear and disbelief in your own alghkt— in the event of failure (Heszen-
-Niejodek, 2000).

Permanent readiness is also shaped by physicatieagrand sports, which develop
mental resilience, speed and accuracy of reactohagtention. It follows that the main
factors conditioning human mental resistance tdicdit situations are shaped in the
process of properly organized training and upbriggincluding physical education and
sport (Heszen-Niejodek, 2002).

However, special preparation and specialist expeeeplay a special role in this
respect. There is a lot of evidence that stressesawa much smaller reduction in
performance in people who are better preparedrimst@f work. The results of studies by



Conditions for mental resistance ... 81

many authors testify to the fact that functionatems developed and thoroughly fixed in
the human central nervous system, which are shapéite basis of knowledge, especially
skills and habits, are not disorganized under thBtuence of stress, age-related
involutional changes and other adverse effectsafonan's situation (Heszen-Niejodek,
2002).

Shaping psychological readiness to perform a sigetik remains closely related to
the formation of general (permanent) readiness. fMbst important indicators of such
readiness, which has already been mentioned, imtiglization of mental processes to
perform the task, personal properties, experiemoe agncentration on the task and the
way it is solved, as well as — focus on maximabyianal and full use of forces to
overcome difficulties and achieve positive resiilhese goals are possible to achieve
through proper training and educational work. Amahg multitude of objective and
subjective factors on which the process of shaging) the level of readiness to perform
a task depends, motivation should be distinguistfedask-oriented theme stimulates
a person to be active, receive and remember infismas required by the task (Moj,
2011).

The motives for behavior before performing a diffictask are complex and often
ambivalent. It happens that a person experiencikgha of various motives and finds
a reason to refrain from participating in the perfance of a risk-related task with great
difficulties. Scientific data shows that behavi@ncbe polytotivative, i.e. stimulated by
several motives. At the same time, the influencaifferent motives is not equal. The
most important motif turns out to be for a man imgot subjective significance. It is
therefore extremely important that a person tregitvan task as personally significant. In
this case, his attitude to the task is qualitayivdifferent compared to the requirement to
perform the task only out of necessity (Terelak]7)9

A positive attitude to the task stimulates a deéptarest in it, strengthens cognitive
activity, allows you to perform a large range ofjmaratory activities in a short time. The
task itself is in this case a great stimulant, liseait corresponds to the needs, interests
and attitudes of personality. With a neutral orgpasattitude to the task, a positive result
can also be achieved, but the preparatory actviteguire so much effort that it has
a negative impact on the level of psychologicatineass (Terelak, 2001).

6. CONCLUSION

Psychological readiness to perform a specific taskhe team leader (commander) is
achieved through goal-oriented interaction, amahegrs through:

« conducting appropriate educational undertakings,

« clarification of the task content and familiarizatiwith the conditions and situation

of future activities,

» proper organization of activities, exercises aathtngs,

 activation of self-tuning for successful operation.

In conclusion, it should be emphasized that mamsa@g@mmanders) should take into
account other circumstances. First of all — oneukhaot allow for fatigue. Strong
physical and especially mental fatigue causes akeveag of perception, attention,
memory and thinking. It can be the reason not dmtyerrors in operation, improper use
of technical devices, but also for inhibiting hunmaychological readiness for action.
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Secondly — the manager (commander) should pay a@patiention to young, less
experienced people. It may be that after receitfregtask, due to insufficient knowledge
and experience, the young person is not able toilim®bhimself properly to the
requirements of the situation, because he underats the potential difficulties, he
counts on the fact that success can be achievéduwtitareful preparation.

Thirdly, it should also be taken into account tkame professionally experienced
people may experience inadequate self-mobilizaiter receiving the task. This happens
as a result of overestimating one's own abilitiesljefs - that one is able to perform
a given task without proper preparation. Such arnander (operator) usually does not
confront his experience in the light of the newktdsmakes no effort to develop the most
optimal plan and better ways of doing things. Tfame it is advisable to place more
complicated tasks towards experienced specialigtseatrust them with the obligation to
help young people (soldiers).

It is also worth remembering that shaping and nadiintg psychological readiness
depends not only on managerial interactions, kg ah the ability of a person to control
his own readiness. Man is largely a self-regulateygtem. He is equipped with
physiological and psychological mechanisms adapting to the changing conditions of
life and activity, self-management, mobilizationfofces and experience, changes in the
orientation and content of his activity.
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SOCIO-ECONOMIC DYNAMICS OF CEE COUNTRIES
WITHIN THE EUROPEAN UNION

Integration processes are a growing trend in tbbajleconomy: the circle of participating
countries is expanding; new forms and directionmt@rnational cooperation are appearing.
The experience gained by the developing countfi€eatral and Eastern Europe proves the
diversity of national models of participation inoeomic integration processes, as well as to
the ambiguous results of their implementation. ideo to ensure national competitiveness
and security, it is necessary to ensure the diieatbn of the forms and directions of
integration processes. The specifics and ambiguwounsequences of the CEE countries
development within the EU are of particular intétesdeveloping countries located in close
proximity to the borders of this integration asstion. The lessons of the integration
association of Europe are in many respects valdfabldoldova, Belarus and Ukraine.

Keywords: CEE countries, integration processes, the socioau@ dynamics, specifics
development, the economic development.

1. INTRODUCTION

Fundamental systemic transformations in the CEEht@s and those from the post-
Soviet space determined the desire and participaifothese states in the processes of
European integration. Fifteen years after the lmame enlargement of the EU, questions
about the results of integration remain relevarnh lior the regional association as a whole
and for the new members — transforming economildé® specifics and ambiguous
consequences of the development of these countries within the EU are of particular interest
to developing countries located in close proximity to the borders of this integration
association.

2.METHODOLOGY OF RESEARCH

Research methods in the investigation and elaiboraf the scientific approach have
served: induction and deduction, logical analysisl @ynthesis, investigation method,
analogy and comparison.
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The region of Central and Eastern Europe (CEEnbeg transform from a historical
and geographical concept into a geopolitical ertityhe end of 1989. The question of which
countries are part of it still remains open: thisreo consensus on the identification of this
region in international economic practice so faari international organizations include
in the CEE region the former socialist states «ft&ia Europe that are not members of the
CIS. In addition, a number of researchers inclibdsged on their accession to the European
Union, CEE and the former Soviet Union republicatvia, Lithuania and Estonia (Grigas,
2013). Currently, 11 states with a transformingrecoy are EU members — these are
Bulgaria, Hungary, Latvia, Lithuania, Poland, Romaalovakia, Slovenia, Croatia, Czech
Republic and Estonia.

The effectiveness of integration, in accordandé tiie general scientific approach, can
be determined by the ratio between the resultseaeti and the costs incurred. It is quite
difficult to compare the various goals and resaftshe country’s participation in various
international integration projects, taking into agnt the short and long term, as well as the
associated set of national costs — losses. Theredften, in order to assess the economic
efficiency of European integration, individual maeconomic indicators that most
adequately reflect the socio-economic dynamice®BU member states are used. Among
them we can mention:

« annual GDP growth rate;

« level of national unemployment and migration;

« volume and geography of export and import;

* R&D expenses.

Important features of the integration models afrtdes with transforming economies
that have a fundamental impact on the consequerideld enlargement are:

« focus on external sources of economic growth, ngagm capital inflows from

developed EU countries;

 reorientation of national industrial productiontb@ external market, and above all,

to the EU market;

« integration of real sector enterprises into globalue chains of European

multinationals;

« offer of sufficiently qualified and cheap labourde.

By the time of accession to the EU, CEE countras,a whole have successfully
overcome the most difficult stage of socio-econortignsformation and achieved
macroeconomic stabilization. In the early yearg Huropean Union experienced an
economic boom in these countries caused by a catibmof various factors. Among
them:

« liberalization of trade and access to the Europaarket,

< influx of advanced technologies and foreign direotestment from developed

European countries,

« expansion of domestic demand,

« use of price and social dumping.

In the short term, the admission of new membethéd=U had a positive effect on the
overall dynamics of the EU’s GDP, as the averagevtr rate in the “new” countries was
higher than in the “old” countries. The highestwtio rates were observed in the Czech
Republic and Slovakia. In the “new” EU member satper capita GDP increased
significantly, by 8-12%. Moreover, according to &oean experts, the access of the “new”
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EU countries to the pan-European market had agréaapact than the customs union and
labour migration. Thus, the customs union and ntigmacaused an increase in consumption
by 1-2%, while access to new markets — by 9%.

In 2004, the year most CEE countries joined the GDP growth was high in: Latvia
(8.3%), Lithuania (6.6%), Estonia (6.3%), Slovata3%), Slovenia (4.4%) and Hungary
(5.0%). The catalyst for the economic recovery damestic demand, which grew due to
higher wages and higher employment. In the CzeguBRe&, GDP, driven by domestic
demand, peaked at 6.5% in 2005, in Latvia — 10a19d,in Estonia — 9.4% (table 1).

Table 1. GDP growth dynamics in CEE and theEane, 2000-2018 (%)

2000 | 2001 | 2004 | 2005 | 2008 | 2009 | 2012 | 2013 | 2016 | 2017 | 2018
(Fizsfﬂ)lic 4,3 2,9 4,9 6,5 2,7 -4,8 -0,8 -05 25 4,4 2,9
Hungary 42 | 38| 51| 44 09 -66 -16 211 23 41 49
Poland 4.6 1,2 51 3,5 4,2 2,8 1,6 1.4 3,1 4,8 5,1
Slovenia 4,2 2,9 4.4 4 3,3 -7.8 2,7 -1n 3,1 419 45
Slovakia 1,2 3,3 5,3 6,8 5,6 -5,4 1,7 1,b 3,1 3,2 4,1
Romania 2,5 52| 10,4 4,7 9,3 -5,5 2,1 3.p 418 Y 41
Bulgaria 4.8 3,8 6,4 7,1 6 -3,6 0 0,% 3,0 3,8 31
Croatia 38| 35| 39| 41 2 7.3 -283 -0p 3p 29 26
Latvia 54 6,5 83| 10,4 -3,3 -144 4 2,4 2,1 4,6 4,8
Lithuania 38| 65| 66| 7,71 26 -14838 | 35| 24| 41| 35
Estonia 10,6 | 6,3 6,3 9,4 -5,4 -14)7 4,3 1,9 35 4.9 3,9
Eurozone 3,9 2,2 2,3 1,7 05 -45% -09 -0)2 1)9 2\4 1,9

Source: compiled by the author based on World Baté ¢http://www.worldbank.org).

The economic development of the countries of Géaind Eastern Europe, which have
demonstrated impressive economic growth and inorgasell-being of the population
since the beginning of the 2000s, was interruptedhle global financial and economic
crisis. The year 2009 was the most unfavourable iyethe process of Euro-convergence
of developing countries. For most of them, it taknost a decade to achieve pre-crisis
indicators of GDP growth, and a number of countfialtic countries, Romania) were not
able to restore high rates of development of thnal economy.

The transition period in CEE countries, from thement of their accession to the
European Union, is considered completed, but thisschot exclude the preservation of
significant specifics, problems and difficultiestiee functioning of national economies and
institutions of the political organization of sotyie

The countries of the region are still experien@agous economic problems, noticeably
aggravated during the global financial and econagnigis. In the current conditions, the
stable development of the economy is hampereddigrfasuch as

« limited and inconsistent demand,

« weak investment activity,

 lack of internal resources for restructuring andieraization.

It is important to note that the economic laghaf thew” countries from the “old” in the
EU was reduced not only due to the relatively rapadnomic growth in most CEE
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countries, but also due to the growing crisis imedeped European countries. Stagnation in
the Eurozone, which has reduced the import need¥eastern European companies, has
turned for CEE countries to a sharp slowdown, angbime cases, a halt in export growth.
As a result, in Romania, Croatia, Hungary, the GZeepublic, an economic recession was
again noted, and the economy of Bulgaria, Sloveaiae into a state of stagnation.

The average GDP growth rate in CEE countries tt82@ached 4%, which is twice as
high as in the Eurozone (table 1), but is not sidfit to bring economies closer together.
Despite some success on the path to reform, thdefmpeen the countries of Central and
Eastern Europe and the developed Western couhaigesot been reduced much. According
to IMF forecasts, the total GDP of CEE in 2018-20&Pincrease by no more than 3% on
average per year, lagging behind global econonae/r.

Despite a significant share of 11 transforming Giekntries into the EU (40% of 28
countries in the regional block), their economidegmbial is insignificant: the combined
GDP of these countries in 2017 amounted to onl96805 EU GDP (table 2).

Table 2. Share of the country’s GDP in thalt@&DP of the EU, 2017 (%)

Poland 3,0 Bulgaria 0,3
Czech Republic 1.3 Croatia 0,3
Romania 1,2 Lithuania 0,3
Hungary 0,8 Latvia 0,2
Slovakia 0,6 Estonia 0,2
Slovenia 0,3 Total 8,5

Source: calculated and compiled by the author baseita from http://ec.europa.eu/eurostat.

At the same time, the largest contribution to tibial GDP of the EU was made by
Poland — 3%, Czech Republic — 1.3%, Romania — 1H%agary — 0.8%, which in general
makes up two thirds of the total GDP of CEE. Thaaming economies of this region are
marked by scanty shares in the total EU GDP: Slaval0.6%, Slovenia, Bulgaria, Croatia
and Lithuania 0.3% each, Latvia and Estonia 0.2&h.ea

One of the significant problems in the historiegblution of the EU was overcoming
the gap between prosperous and lagging regionsemenwwith each new member of the
European Union, it only increased. The great mgjasf the “new” CEE countries are
poorer than the poorest EU members — 15. Of thendil®n people living in the new EU
states, more than 98 million live in regions whegee capita income is less than 75% of the
average for the Union. In order to “pull up” laggibehind, a so-called “rapprochement
policy” was carried out: funds were allocated frapecial rapprochement funds for
structural transformations in the underdevelopegbres of the EU.

An acute socio-economic problem for many CEE coesit to some extent, was the
outflow of the working populationThe massive migration of labour from developing
countries to the EU-15 exceeded all expectatiohert8erm forecasts determined labour
migration from East to West of Europe at the |efe800—350 thousand people in the early
years of expansion. According to long-term foregatte total volume of labour migration
was estimated at around 3 million people, thabidy 1.2% of the working population of
the Eurozone in 2020. However, this forecast igrfan true, according to the World Bank
(table 3).
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Already the first years of CEE membership havenshthat the percentage of labour
force from these countries in the EU-15 marketstéadily increasing, especially after a
restraining three-year transition period, indicatgdsome Western European countries
(Great Britain, Austria and Ireland). The unempl@nrate in the “new” EU countries has
decreased not so much because of the increase muthber of employed, as because of
the reduction in the number of working populatigmirparily their new generations), as
well as because of significant emigration of citizéo Western Europe after the possibility
of free, visa-free movement all-over the EU tergito

Table 3. Dynamics of labour migration from CEE coig#, thousand people

2002 2007 2012 2017 | Population for 2018,
million

Bulgaria 85500 | 83742 | -24.472|  -24,001 7,024,216
Czech Republic | 47,402 | 250,889|  59,997| 59,997 10,625,695
Estonia 18406 | -15151 | -10516|  -4,999 1,320,884
Hungary 61589 | 25150 | 29,999| 29,999 9,768,785
Lithuania 209104 | -150.930| -146.217  -25,00( 2.789,533
Latvia 72490 | 86594 | -83.325|  -50,000 1,026,542
Poland 183471 | -178.456|  -73.997]  -50,004 37.978,548
Romania 468,204 | -774.651| -299,997  -150,000 19,473,036
Slovakia 1,199 8,855 11,346 4,999 5,447,011
Sovenia 14,008 | 39,348 | 16,571 6,002 2,067,372
Eurozone 6.731514| 4,671,862 1,929684 3,318,998 341783171
Croatia 2580 | -10499 | -32,772|  -40,000 4,089,400

Source: compiled by the author based on data frbe World Bank (http://www.
worldbank.org).

The maximum outflow of the working population (radhan 774 thousand people) was
noted in Romania in 2007, when it joined the EUsubsequent years, migration from
Romania decreased, but the country still leadkigibdicator in this region. A significant
outflow of the population is also observed in thati® countries, especially in Lithuania
and Latvia, if we take the indicator of the totapplation of these countries as a basis.

The gloomy situation with the population outfloswiot observed in all countries of this
region. The Czech Republic, Hungary, Slovenia, Sluvakia became attractive for the
influx of labour force from European developing eomies. In Poland, the outflow of
labour resources is gradually decreasing, for coisma, if in 2002 more than 183 thousand
people emigrated, in 2017 — only 50 thousand pefgalde 3).

The volume of labour migration from CEE is insaiint to significantly affect the
structure and levels of wages in the EU labour eiatkOf major concern in European
recipient countries is migration from third cousgi Currently, the population of the
European Union is growing due to the influx fronrdhcountries, on average by 1 million
people per year.

In most CEE countries, labour resources are raetlneeause of migration outflows and
due to the population ageing, which in the neaurtwill lead to a decrease in economic
growth and an increase in budget deficits.
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A complex characteristic of the integration praessin the economy is the high share
(more than 50%) of mutual trade between the statdke integration association. The
enlargement of the EU caused a steady increasenmmodity flow, the share of intra-
regional trade in their total volume in almostalntries, which indicates the strengthening
of trade relations with partners in the Union. Aetsame time, the enlargement led to
a reduction in bilateral trade between old partrfeict which shows a slight weakening of
trade relations between the countries that makéegore of the EU.

In the group of CEE countries (primarily in HungaSlovakia, the Czech Republic),
output on the domestic market is declining. Thesetries have chosen an export-oriented
development model. They are trying to fit into ghebal division of labour, entering foreign
markets with their products and, at the same tigieing domestic markets to more
competitive foreign goods. For some countries, narrungary, the Czech Republic,
Slovakia and Slovenia, there is an increase iraimdustry trade with the EU countries
(tables 4 and 5). For these countries is observedrwing of the gap with the EU-15
countries in industries with intensive use of skiltechnologies and R&D, while in
Romania, Bulgaria and Poland this gap is not narmgw

Table 4. The volume of exports of goods and sesviit€CEE countries, % of GDP

2000 | 2001 | 2004 | 2005 | 2008 | 2009 | 2012 | 2013 | 2016 | 2017 | 2018

Czech Republic | 48,2 49 | 57,3 62,2 63, 587 742 76,9 7p,6 19,7 878,
Hungary 66,7| 64,7/ 59,9 62,5 79383 744 86,4 857 89,7 885574
Poland 27,2 27,2 344 346 37P 372 444 463 52,2 54,531
Slovenia 50 | 51,7 55| 59, 66,1 572 731 745 7y.8 829 852
Slovakia 54,1| 57,8| 68,7 72 80| 67/6 914 938 9835 969 97,3
Romania 216| 22,1 2571 245 262 26 374 399 412 415 641,
Bulgaria 36,5 351| 41,3 42,9 52p 42|13 608 649 64.0 67,45 ¢
Croatia 36,5| 38,7 39,9 394 385 345 415 42,7 48,7 511,24
Latvia 36,9| 38,1 39,5 432 395 426 613 60,3 60 61,1 9358,
Lithuania 385| 44| 47,3 538 57,1 519 816 841 74,1 80.9 382,
Estonia 616| 61,3] 61,9 659 668 608 86 843 776 165 275,
Eurozone 353| 353| 351 364 398 349 43 432 44 454 458

Source: compiled by the author based on data frbe World Bank (http://www.
worldbank.org).

Successful adaptation to the capacious and hidh-teuropean market and its
requirements has improved the position of EU newersrim global markets in general. This
group of countries began to actively use the EW@smunitarian mechanisms to protect
their positions in the Union’s single internal metrkas well as for economic expansion into
the markets of third countries. Their share in Waxports increased from 1% in 1992 to
2.5% in 2018. On average, only the Czech RepubliEYR 10.5 billion), Hungary (+ EUR
4) and Poland (+EUR 3.6 billion) have deficit-frieeeign trade and trade within the EU
(http://dealerpride.ru/vnzh/the-countries-of-theamean-union-for-a-year-the-economy).

Assessing the results of the socio-economic teainsdtion in CEE countries, we are
bound to note a significant change in the geogagbisiructure of the foreign trade of these
states. The main trading partner for the countoshe region is the European Union
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(primarily Germany and France), which account fort6 70% of their foreign trade
turnover. German firms have strengthened theignatiion ties with Poland, Slovakia, the
Czech Republic, and Hungary. By organizing the potidn of certain parts and semi-
finished products in countries with cheap laboucég German companies significantly
reduced their labour costs. This fragmentation oidpction allowed limiting wage
growth in Germany and significantly increasing lab@roductivity (more than 20%)
(EBpomHTErpanys: BIWsSHHE Ha DKOHOMHYECKOe pasBuTHe...). Bonuses for countries
engaged in the production of components and integaats to the West represent
corresponding investments and a certain increagebisy however, with a significantly
lower salary than in Germany.

Economic dynamics in Central and Eastern Eurogbémear future will continue to
depend on import demand in Western European mametrnal sources of financing and
cross-border flows of long-term business capitablé 5).

Table 5. The volume of imports of goods and ses/ineCEE and the Eurozone, % of GDP

2000 | 2001 | 2004 | 2005 | 2008 | 2009 | 2012 | 2013 | 2016 | 2017 | 2018

Bulgaria 418 | 445| 525 576 7238 506 640 653 5p.7 63.B66H
Czech . 50.0| 50.3| 56.5| 59.8 611 548 714 711 718 12267
Republic

Estonia 649 | 65.3| 694 710 70.f 558 844 815 7385 12.Qa.7Y
Hungary 70.3| 66.0| 634 648 789 704 797 787 7p.7 80.4.78
Lithuania | 44.7 | 49.5| 54.4 611 68JF 536 808 828 728 718.D77
Latvia 449 | 48.4| 54.6| 571 52b 442 658 639 588 61.®55
Poland 33.6| 30.8| 36.9 357 429 38/0 449 444 4B2 150295
Romania 269 | 29.8| 349 348 390 324 425 40.7 4p.1 43494
Slovakia 56.6 | 65.8| 714 76.6 829 691 878 896 9p5 93.5.19
Slovenia 53.7| 52.8| 56.4 60.2 680 554 689 690 6B6 13577
Eurozone | 34.7 | 33.9| 33.1 349 386 33]3 403 398 399 41214
Croatia 39.6 | 42.2| 455 4585 46.p 38]2 411 423 4p.0 48894

Source: Compiled by the author based on data frone tWorld Bank

(http://www.worldbank.org).

The expansion of the freedom of movement of goedsjtal and labour is indeed
accompanied by an increase in economic activitynemease in the similarity of economic
structures, a convergence of prices for identicaddg and services, an expansion of
opportunities for competition and the adoption kifis technologies, and experience. At
the same time, the common European market doesipetsede market forces, but, on the
contrary, strengthens them.

The full opening of economy to foreign financiapital resulted in the virtually
uncontrolled credit expansion of West European bamkhe CEE region. The bulk of FDI
was not in joint ventures, but in enterprises wiff0% foreign participation, which are
poorly integrated into the national economy.

The high openness of small transformable economiekes them particularly
vulnerable against the backdrop of crisis situationthe global and European economies.
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Worsening of the economic situation, external fecctihat once contributed to their rise
automatically turn into brakes.

The unified domestic market, trying to “catch up® lagging participants, at the same
time creates less favourable conditions for theamtleaders. This forces the European
Union to periodically integrate additional stimularinto the integration mechanism to
improve the business and social environment, ardkt@lop special measures as part of
a common strategy or policy. Significant funds weaived from the EU Funds, in the
framework of regional policy, for the period 200013 by such countries as: Estonia —
EUR 3.45 billion, Latvia — 4.6, Lithuania — 6.9p8akia — 11.6, Romania — 19.7, Hungary
— 25.3, Czech Republic — 26.7, Poland — EUR 617l®hi(\Weresa, 2016).

Itis important to emphasize that unevennessisrent in a market economy and, within
reasonable limits, is a stimulator of developm@&hierefore, the European Union does not
aim at full equalization and does not transfergiablems of certain regions and categories
of the population to the supranational level ofggonment. In fact, the EU is limited to those
methods that do not reduce the effectiveness ofndndet system. When allocating funds,
the European Commission adheres to the principt®aimon benefits: money is allocated
for specific projects in which the European Unisririterested.

The intervention of the European Union in the iempéntation of a task, according to
the principle of subsidiarity, occurs when the expected final effect require§he essence
of the concept of subsidiarity is that only thossuies that cannot be resolved at a lower
level should be brought to the highest level of agement. Subsidiarity is declared as one
of the normative postulates of European integrafiational expenditures are replaced by
community expenses if the goals of the Union carbtsufficiently implemented by
individual countries and are only successfully egbd at EU level. This mainly happens
when financing activities within the framework o€ammon agricultural policy.

The lessons of the integration association of peirare in many respects valuable for
other developing countries, in the context of theier-opening global economic
environment. Moreover, the influence of the intéigra process components on the
development of lagging members of the group ighiermost part contradictory; it cannot
be unambiguously defined as positive or negative.

Distinctive features of the socio-economic dynandtthe CEE countries are:

» high level of openness of economies;

 increasing dependence of the socio-economic dewelap of these countries on

developed partners for EU integration association;

« focus on external sources of economic growth;

« outflow of labour force;

« reorientation of production from the domestic matkethe external one.

CEE countries, despite the obvious successestilifar from fulfilling the conditions
of monetary convergence, according to which thiatioin rate and interest rates should be
within strict boundaries of the average level &f three member countries of the Union,
which have the most stable prices and a stableagehrate. This implies joining the
European system of currency regulation and theilihalfor two years to exceed the
boundaries of the maximum limits of variation (maining inflation below 3% and interest
rates below 9%).

The convergence between Western and Central Euaspeell as between Eastern and
South-eastern Europe, however, may take longer dhéinipated. This is because in the
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longer term, the growth potential (maximum accelgt@boduction growth expected in the
economy) in most European countries is still sigaiftly lower than before the global
financial crisis.

With the further development of the CEE countribe,national identity of each of them
will grow. Each country faces a unique “set” of lpiems and needs. The tasks and
difficulties that arise in the Czech Republic, Estoor Slovenia, in their dimension, type
and level, are sharply different from the probleshdfomania or Poland. Therefore, it is
impossible to propose a single “average” developrpesject for all CEE countries.

It is important to note that any integration aityiwinder the influence of many factors,
circumstances and interests is interrupted by uaritisintegration trends (the collapse of
the USSR, Brexit, and the transformation of GUUAMNDIi GUAM). It is the interaction of
convergent and divergent vectors that acts as tamal source of development and
European integration. Moreover, under adverse ¢ondi “centrifugal” forces clearly
prevail over “centripetal” forces.

CEE countries set similar goals and used basitayame approaches and instruments
of integration policy. However, despite this, otlee past years they have not been able to
achieve equally successful results (table 6). Bason for this was both different starting
conditions, and miscalculations, errors of leadless were governing the country. In many
respects, the determining factor in the success mdrticular sector of the economy was
foreign investment, combined with government policgreating the necessary climate and
legal framework for investor interaction. In thedseeable future, the economic dynamics
in Central and Eastern Europe will continue to et a decisive extent on the demand
for imports in Western European markets, exteraatees of financing, and cross-border
flows of long-term business capital.

Table 6. Classification of CEE and Eastern Europénbgme, GNI / per capita in 2018,
according to World Bank criteria (https://blogs.vetirhnk.org/opendata/...)

High-income countries,

Upper middle income countries,

> USD 12055 USD 3996-12375
Slovenia............ 24580
Estonia ............ 21140
Czech Republic.... 20240 Romania ............ 11290
Slovakia ............ 18260 Bulgaria ............ 8860
Lithuania........... 17430
Latvia.............. 16510 Belarus ............ 5670
Hungary............ 14780
Poland............. 14100
Croatia ............ 14000

L ower-middle-income countries,
USD 1026-3995

Low Income Countries, < USD 1026

Moldova ............ 2980
Ukraine ............ 2660

*kkkk

Source: compiled by the author on the basis ofataytical classification and the World
Bank database (http://www.worldbank.org/ The WorlchiBaGross National Income per

Capita 2018).
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New EU countries today, as never before, are rfamfthe Maastricht criteria for

monetary convergence, the compliance with whiehpserequisite for joining the currency
union. This applies to inflation, to interest ratasdget deficits, and, in the case of Hungary,

to public debt (more than 70% of GDP).
So, the processes of European economic integrasicm ambiguous in their

consequences. Countries that play a leading rakgiional unions have more positive than
negative effects of integration. For less developedntries, the situation is reversed.
Therefore, the euphoria and rainbow myths are begptaced by a critical assessment of
European integration as an internally contradicfgrfgnomenon, with a serious opposition

to the interests of players.

In order to ensure national competitiveness awdrgg, it is necessary to ensure the

diversification of the forms and directions of igtation processe€nly balanced, taking
into account national interests, decisions and actions with partners on integration projects
can ensure real promotion of countries with emerging markets.
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FINANCIAL AND ORGANIZATIONAL
IMPLEMENTATION OF STATE SUPPORT
FOR LIVESTOCK PRODUCERS

The article is devoted to the study of the statarftial support to the livestock industry,
which occupies a strategically important niche lre toverall structure of agricultural

production. The peculiarities and problems of pdaw financial support to livestock

producers are analyzed. It has been proven thatte#® public financial support for the

livestock industry should be based on well-defingtdategic goals and development
indicators that will capture new markets for liveet products and help improve the
competitiveness of products. The article emphasilaas the initial priorities of the state

support of animal husbandry of Ukraine are: improgat of the financial and credit and

investment policy of the state in the issues otbated increase of livestock of cattle and
production of quality products by agricultural eptéses.

The purpose of the article is to analyze the stdtdéinancial support for the livestock

industry and to substantiate measures for its ingrent.

Keywords: animal husbandry, government support, agricultymaduction, budgetary
funds, the agricultural sector of the economy.

1. INTRODUCTION

In solving the problem of food supply to the popialia, a special role belongs to the
livestock industry, as the main supplier of progduetsources of proteins of animal origin.
Instead, the domestic livestock industry is in spdisive state, which gives reason to
speak not of its development but a revival, as iaripy task of the macroeconomic
agrarian policy of the state (Yemtsev, 2012).

Effective development of the livestock industry widmtes to the strategically
important tasks, including a secured supply ofpthpulation with quality food; improving
life in rural areas and income citizens; curbing thegative tendencies of rural
depopulation; ensuring the development of ruraligdodénfrastructure. Given the
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importance of the industry, it must be closely niomr@d by the state, since it requires
operational state support, the extent of which ddpeon the current situation in the
industry.

First of all, it is important to understand whatisdering the development of animal
husbandry in Ukraine, which, by the way, is morantl88% in the structure of gross
agricultural production. One of the main factorsttthave the negative impact on its
development is the lack of stability and state swppfor agricultural producers,
unpredictable pricing policies, low export potehtad, as a consequence, the absence of
markets. All this hurts the industry. Foreign inlees are afraid to invest their funds given
the volatile economic and political situation iretbountry. If poultry and pig breeding are
more or less attractive for investment becausehef gpecific nature of production,
because in a relatively short time it is possildé anly to return the money invested but
also to make a profit, then the development of ahilusbandry requires additional
government intervention. Experts and even the naurfers themselves understand that
it takes a long time to repay the investment, nomention the extra profit (6—7 years).
And in an unstable economic situation, it is quis&y.

In recent years, agro holdings have been develogiray faster rate as they have the
financial and technical capacity to implement madgrchnologies and produce quality
products. And although cattle numbers are steatiiglining, livestock productivity is
increasing. However, at present the state has eldd take seriously the revival of
livestock breeding and is beginning to take slogpstto increase livestock (Synyavina,
2015).

2. LITERATURE REVIEW

The problem of state support for agriculture andntdying ways to improve its
efficiency has always been urgent. Therefore, @idenable number of works of leading
domestic agrarian economists are devoted to theessef state financial support for
agriculture and in particular animal husbandry, aghthem P.1. Haydutsky (Haydutsky,
2017), O.M. Galitsky (Galitsky, 2016), R.E. Demch@emchak, 2015), S.O. Kushnir
(Kushnir, 2017), Yu.O. Lupenko (Lupenko, Tulush,18]) V.Ya. Mesel-Veselyak
(Mesel-Veselyak, Fedorov, 2016), O.V. Panuhnik (Ranik, 2017), L.D. Tulush
(Tulush, 2017) and Yu.O. Ulyanchenko (Ulyancher@13). However, the current state
of the livestock industry and aspects of its stagport need constant monitoring to make
decisions about its effectiveness.

The study found that legal and economic researcddwtted by foreign and domestic
scientists over a long period reaffirmed the needfate support for the agrarian sector of
the economy to ensure the economic security oftée and the effective development of
agriculture.

3.METHODOLOGY

The methodological basis of the study is a systemapproach to defining the
fundamental provisions of the theory of state fiiahsupport for animal husbandry, as
a strategically important field of agricultural plection. In the course of the research,
a suitable complex of methods was used: dialectindl abstract — logical (for theoretical
generalization and formulation of conclusions), remic-statistical (for characterizing
the current state of the industry), monographic {ffominating the views of scientists on
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problems and categories), economic-statistical @orcomprehensive assessment of
financial support for the livestock industry ) agmphical method.

4. CASE STUDIES

Government support for the livestock sector islitng's share of the total support. The
total budget for this program is 4 billion UAH.

Budget funds are allocated for state support irfdHewing areas:

1) partial compensation of interest rate on bardnfinvolved to cover the costs
associated with the activities in the fields ofeglyegoat, beekeeping, fur farming, rabbit
breeding, silkworms, and aquaculture — partial cemsgation of interest rates on bank
loans and interest paid in the current year amaogrt 1.5 of the National Bank discount
rate);

2) partial compensation for the cost of constructamd reconstruction of livestock
farms and complexes, milking parlors, agricultymalcessing enterprises in terms of costs
financed by bank loans (the amount of compensati®?t% of the loan body);

3) a special budget grant for keeping cows of dalajry and meat and meet direction;

The grant is provided on a non-refundable basisdwi year to economic entities that
are legal entities for each available identified amgistered cow as of January 1 and July
1 of the current year in the amount of 750 UAH pead.

4) special budget subsidy for rearing cattle barrthie farms of individuals given to
individuals every four months keeping young cditleage young to 13 months of age up
to 2.5 thousand. UAH per head young in ;

5) partial reimbursement of the value purchasedddher reproduction of breeding
animals, namely heifers, calf, dairy cows, daird ameat products, female pigs and male
pigs, ewes, rams, boars and cattle and embryoatt @and embryos having a breeding
(genetic) value;

6) partial reimbursement of the cost of constructamd reconstruction of livestock
farms and complexes, milking parlors, agricultypedcessing enterpriseRé¢solution of
the Cabinet of Ministers of Ukrain2018).

Partial reimbursement of the objects is providedhi® entities on a non-refundable
basis in the amount of 30 percent of the valuéefdbject up to 500 million UAH of the
total value of such object (excluding value-addex)),t completed in the current year
stages of construction and reconstruction of livelstfarms and complexes for cattle,
pigs, poultry (including waterfowl and turkeys), lkig parlors, agricultural processing
enterprises (milk, meat, animal by-products spa&lerging to Category Il), including the
cost of equipment in accordance with the design estdnate documentation, and for
objects with a higher cost - 30 percent of the Bilon UAH.

To support the development of livestock industie2018. from the general fund of
the state budget was provided appropriations inatmeunt of 2401 million UAH. But
actually directed recipients 2389844 thous., ijgraximate remains of unused funds
amounted to — 11 156 thousand UAH , or less th&Po0lt should be noted , that the
highest percentage of not used funds and is 3.2ihesl in the program ,Compensation
cost facilities, financed by funds of bank loangakle 1).
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Table 1. State of disbursement of funds of the @#nieund of the state budget provided for
supporting the development of livestock industrés 8

Adopted decisionsregarding
payments support

Plan allocati The
Program / direction onsfor It isactuall balance not
y
2018 year Total aimed at the used funds
recipients

State support to the livestod

) 2 401 000 2393294,8 | 2389844,2 11 155,8
sector, incl .

Partial offsetting of interes

4 000,00 3 747,70 3 747,70 252,3
rates on bank loans

Compensation cost of facili
ties, financed by funds of ban 65 000,00 62 926,10 62 926,10 2 073,90
loans

Special budget subsidy for ke
ping cows

Special budgetary subsidies fi
cultivation of young greal 322 000,0 320 864,9 320 081,4 1918,6
horned cattle
Partial reimbursement of valu
purchased for further reprodu( 215 000,0 2145725 2145725 4275
ion of breeding animals
Partial reimbursement
of objects

515 000,0 514 503,8 511 836,6 3163,4

1280000,00f 1276679,9 | 1276679,9 3320,1

In the structure of expenditures on state supmortife development of livestock and
the highest share occupied expenditure for patiahbursement of the cost of objects of
fixed assets, and it is — 53.4%, that amounts 16806thousand (Fig. 1).

The share of the special budgetary subsidy for ikgepows and the budgetary
subsidy for growing young cattle is 21.4% and 13.A&%pectively, which in monetary
terms is 511 836 thousand UAH and 320 081 thoudafH, respectively. All other
payments account for less than 10% of total paysdritus, the share of reimbursement
of the value of purchased for further reproductidrbreeding animals is 9% or 214 572
thousand UAH, compensation for the value of objéic@nced by bank loans — 2.6% or
UAH 62 926 thousand. The lowest proportion of sfie@civeight occupies a partial
compensation of interest rates on bank loans — @2%7@47 thousand UAH.

Experts believe that it is appropriate to contha size of government support in one
entity trends: ,Partial compensation of the costcohstruction and reconstruction of
livestock farms and complexes, milking parlors,eeptises on processing agricultural
products in terms of cost, excluding VAT funded Imank loans” and ,Partial
reimbursement of the cost of construction and retrantion of livestock farms and
complexes, milking parlors, agricultural product®qessing enterprises” and must be
substantially limited in order to prevent the udestate support of a narrow range of
companies.
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M Partial offsetting of interest rates
on bank loans

0226

m Compensation for the cost of
bank-financed assets

m Special budget subsidy for
keeping cows

Special budget grant for the
rearing of young cattle

M Partial reimbursement of value of
breeding animals purchased for
further reproduction

M Partial reimbursement of objects

Fig. 1. Structure of expenditures on state supipoitvestock industries, 2018%

Any areas of state support for the livestock sestmuld operate as much as possible
without the involvement of state commissions, whictpractice delay decisions on the
granting of such state support and limit the ineohent of the interested public.

Although state support for the livestock sector basn provided for since 2018, the
pig industry itself has been left out of the sttgtention, although pork producers, like
other farmers, have suffered through the abolitérquasi-accumulation of VAT, and
have also been systematically harmed by Africasdssswine fever and ,black” pork
imports. Thus, in 2020, the support of pork prodsde the form of a budget subsidy for
keeping pigs in the industry, at least at the cdt2 UAH per kilogram of pork , must be
provide Analysis of the state of use of budget 8undder the program ,State support for
animal husbandry” in 2018 indicates that most & fnds were actually directed to
partial reimbursement of the value of fixed assels276 679.9 thousand UAH, it should
be noted that in this direction the largest amaifininused funds, namely — 3320 thousand
UAH. It should be noted that in the direction oé tspecial budgetary subsidy for keeping
cows, the amount of unused funds is quite sigmtiGand amounts to 3163.4 thousand
UAH, but in percentage it is only 0.6% of the adifuplanned appropriations. In Artaud
noted the program ,Partial compensation interdssran bank loans” and ,Compensation
cost of facilities financed by bank loans” in whitie balance of unused funds 252.3
thousand UAH and 2 079.3 thousand UAH, which i®#6ahd 3.3% of the funds actually
directed to economic entities. The best use of mamé¢raced to expenses such as partial
reimbursement of the value purchased for furthpraduction of breeding animals and
a special budget grant for the rearing of youngeathus, in 2018, only 0.2% and 0.6%
respectively were not used in these areas (Fig. 2).
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Fig. 2. State of use of budget funds under thenarad'State support for animal husbandry",
2018

Studies show that, unlike other government suppagrams, the repayment of funds
by banks occurs in only two ways, namely partiahpensation of interest rate on bank
loans and partial compensation of the cost of caosbn and reconstruction of objects
financed by bank loans.

Entities who have denominated in national curreircyesident banks of Ukraine,
who have signed a Memorandum of Understanding oanamon basis for cooperation:
short-term loans (except overdrafts) and crediédineimbursement of production costs;
medium- and long-term (non-revolving) loans to goeapital (investment) expenses.
This applies only to loans raised to cover thesasturred before activity in sheep, goat
farming, beekeeping, animal farming, rabbit farmisegriculture and aquaculture.

The analysis of financial support for the developmef the livestock sector in the
context of banks shows that only 6.06% of the tetate support to the agrarian sector
was allocated to this program by the list of balid¢ed. Most of the funds, namely 63 096
thousand UAH, were paid out by other banks that reid fit into the aforementioned
aggregate, which is 98.4% of the total paymentshef bank. PISC ,Ukrex-Simbank”
makes the least money — 179 thousand UAH (Fig. 3).
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Fig. 3. Banking Support for Livestock Breeding, 2018

Higher growth rates of cattle in areas where atftical holdings are stronger are not
accidental and have a positive impact. In Ukraihere are programs at the national and
regional levels to support the purchase of dairiflecgheifers) by enterprises for the
replenishment of dairy herds. Consequently, thegeots of profitable sales of livestock
farms in such regions are much higher, and the gmatibn of several livestock support
programs produces a certain synergistic effect.

The practice of modern state support for agrariarigkraine shows that there is an
imperfect and non-transparent mechanism for selganterprises for compensation and
subsidies, as a result of these types of suppanbtiencourage owners to invest their own
funds and invest in innovative technologies andipgent, which results in reduced
production and cost increase its efficiency. Alsm, under stat come now regulated
pricing is the issue, as the situation in our countmains unchanged when the
commodity is not to receives income, and while dacgmpanies are reselling profits.

The bulk of the funds invested in the State Budgethe support of the agroindustrial
complex in 2018 (4 bilion UAH or 28.3% of all raswes) is directed to support
livestock. In the second place in terms of finagcin support for agriculture — in this
direction allocated 1 billion UAH (7.1% of the tbta

To establish the mechanism of state support, asxperts point out, it is necessary to
determine the right to receive a budget grant lier ihaintenance of cows and pigs not
only to legal entities but also to natural persengepreneurs who own cows and pigs, in
order not to repeat the previous disadvantageshefdirection of state support for
maintenance cows, when only legal persons werdesht it.

In addition, state support such as ,Partial comagas for interest rates on bank loans
raised to cover the costs associated with pursaatiyities in the fields of sheep, goat,
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beekeeping, breeding, rabbit farming, silkworm aadaculture (fisheries)” also include
a very important support tool for producers — dffag interest on working capital loans,
and not just for sheep, goat, beekeeping, horsedbrg, rabbit breeding, silkworm, aqua
ultra, but also pig breeding and animal husban8tgte support ,Partial compensation for
the cost of construction and reconstruction ofdteek farms and complexes, in part of
costs financed without VAT from bank loans” and rtizd reimbursement of the cost of
construction and reconstruction of livestock faramsl complexes” must be added to the
construction of enterprises infrastructure of ltee& complexes (technological feed mills
and workshops, feed mills) to increase localizatibits own production of feed, which is
currently insufficient.

5. CONCLUSION

Therefore, in the domestic market of livestock prad is unstable, both in terms of
prices and quantitative indicators. Its main tréndhe decline in manufacturing output
and constant these new variations.

In the current economic environment, producersateable to independently increase
production to the size necessary to meet the neette population for food. Therefore,
effective state regulation of livestock is requirétie volume of state financial support for
agrarians in Ukraine is growing annually, but ialsnost impossible to assess the role of
subsidies in the development of the agriculturat@e Some argue in favor of this form
of support for producers, on the other hand — slidssi and particularly opaque
mechanisms of payment of the state budget are dftered into funds for supporting
inefficient farms since they negate the incentit@smprove production efficiency, in
particular, lower cost, productivity, and produatatity. Low returns on providing
subsidies in Ukraine is also due to irregularifieshe use of budget funds in the district
and as a result, domestic manufacturers have uhaqoess to them. Large agricultural
enterprises have significant advantages in thiarcegeing able to obtain in due time the
necessary information and access to the structlegatng with the distribution of public
financial resources. Given this, this industrynsieed of substantial government support
that would shape economic attractiveness of caitieduction, and contribute to
expanded reproduction of livestock. All of thislities can reduce the payback period of
investment in the sector.
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