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THE METHODOLOGICAL APPROACH TO ASSESSING
TRADE-OFF BETWEEN THE ECONOMIC EFFICIENCY AND SOCIAL EQUITY
(IN THE CONTEXT OF THE INDUSTRIAL SECTOR OF UKRAINE)

D. Mykhailenko

Abstract. The priority direction of the state policy is to increase economic efficiency and ensure social equity in the Ukrainian
industry. It is substantiated by the fulfillment of basic goals of the state policy and the need to eliminate contradictions between
ensuring economic growth and compliance with social standards. There developed a methodological approach to assessing the
trade-off between economic efficiency and social equity in the industrial sector, which implies the following sequence: determina-
tion of partial and general criteria of economic efficiency, determination of criteria of social equity, construction of a matrix for
positioning the industries in coordinates of economic efficiency and social equity to identify the industries requiring additional
attention, namely, those not effectively using and not fairly distributing own resources.
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METOAUYHUMN NMIAXIA AO OLIHKKU 3BANAHCOBAHOCTI
EKOHOMIYHOI EOEKTUBHOCTI TA COLIIAAbHOI CMIPABEAAMBOCTI
(HA NPUKAAAI MPOMUCAOBOCTI YKPAIHW)

Muxaiinenko A. I.

AHomayia. [piopumemHuM HanpAMom 0epicasHOi MoAIMUKU € Nid8UWEHHA EKOHOMIYHOI epekmusHocmi ma 3abe3neveH-
HA coyianbHoi crnpasedausocmi y npomucaosocmi YKkpaiHu. Lle 06ymosneHe 8UKOHAHHAM 6a308ux yineli 0epyasHoi noaimuku
ma HeobxiOHicmio 3HAMMA cynepeyHocmel Mix 3a6e3ne4yeHHAM EKOHOMIYHO20 3PpOCMAHHA i OOMPUMAHHAM COYianbHUX
cmaHdapmis. Po3pobneHo memoduyHuli nioxid 0o ouiHKu 36a1aHCO8AHOCMI eKOHOMIYHOI eghekmusHocmi ma coyiansHoi
cnpasedsusocmi'y npomucao8ocmi, wo nepedbayae maky nocaidosHicMb: 8U3HAYEHHA YOCMKOBUX i Y3a2as16HIOY020 Kpumepiis
eKOHOMIYHOI eheKmusHOCMI, 8U3HAYEeHHA Kpumepiig coyianbHoi cripasedsausocmi, nobydosy mampuuyi no3uyioHy8aHHA 2a-
ny3eli npomucsnosocmi 8 KOOPOUHAMAx eKoOHOMIYHOI echekmusHOCMi ma coyianbHoI cripasedanusocmi, AKA 00380/5€ 8U3HAYU-
mu 2anysi npomucaosocmi, wjo nompebyroms 600aMKOB0I ysazu, a came: He eheKMUBHO BUKOPUCMO8YHOMSb | Hecrpaseods1uso
p03r100inAtome 810acHi pecypcu.

Knrouosi cnoea: couyianbHa cripasednusicme, eKOHOMIYHA ehekmusHicmb, 36a71aHC08AHICMb, MemoouYHUl nioxio.

METOAUYECKUM NOAXOA K OLEEHKE CEANAHCUPOBAHHOCTU
9KOHOMMUYECKOI 9OOEKTUBHOCTU U COLIMAABHOM CITPABEAAMBOCTHU
(HA NPUMEPE NPOMbBILUAEHHOCTHU YKPAUHDI)

Muxaiinenko A. I.

AHHomayus. [lpuopumemHbIM HAMpPasaeHUem 20cy0apcmeeHHol NoaUMUKU A8A5emcs noebleHue 3KoHomuveckol 3g-
hekmusHocmu u obecniedeHus coyuasnbHoOU crpagedau8ocmu 8 NPOMblWAeHHOCMU YKPauHsl. 3mo 06ycs108/1eHO 8bIMoAHEeHUEM
6a308bix yesneli 2ocydapcmeeHHOU NoAUMUKU U He06X00UMOCMbIO CHAMUs npomuegopeyuli mexcdy obecriedeHuem 3KoHoMuYe-
CK020 pocma u cobtodeHuem coyuasnbHelx cmaHoapmos. PazpabomaH memoouyveckuli mooxoo K oyeHKe coanaHcuposaHHocmu
aKoHoMuYecKoli aghpekmusHocmu u coyuansHol crnpasedau8ocmu 8 MPomMbluineHHOCMuU, Komopbil npedycmampugaem cre-
Oyrouwyto nocanedosamesnbHoCMeb: onpedesneHue YacmuyHbix U 0606w arouwe2o Kpumepues sKOHoMuU4eckol sghhekmusHocmu,
onpedesneHue Kpumepues coyuasnbHOU crnpasednueocmu, NOCMpPoeHue Mampuybl MO3UYUOHUPOBAHUA ompacsaeli MpombluwieH-
HoCMUu 8 KOOPOUHaMax akoHomMuYeckol 3ghpekmusHocmu u coyuansHoli crpagedanusocmu, KOmopas Mo3eossem onpedeaums
ompacau MPombIWAeHHOCMU, 3aCAyXusarowue 00noaHUMeNbHO20 BHUMAHUSA, 0 UMEHHO: He 3hgheKmUBHO UCMOob3Yom U He-
cnpasednuso pacripedensom cobcmeeHHble pecypcbl.

Knrouesble ca08a: coyuasnbHas Crpasednueocms, 3KOHOMUYECKAs 3ghghekmusHocms, cbanaHCUpo8aHHOCMb, Memoou-
Yyeckuli Mooxoo.
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Target Setting. Effective operation of industrial enterprises not only greatly assures the level of the coun-
try’s development, but is also identified with the high level of social and economic development of the regions,
these enterprises are located in. Therefore, one of the priority directions of the state policy is to increase the eco-
nomic efficiency and ensure the social equity of the Ukrainian industry. This is stipulated in the strategic plan - the
fulfillment of the basic goals of the state policy in relation to sustainable development, and tactically - the need to
eliminate contradictions between ensuring economic growth and comply with social standards [19].

The actuality of searching for the rational ratio of economic efficiency and social equity, adequate to the
present realities in the socio-economic development of Ukrainian regions is conditioned, on the one hand, by the
dynamism of this ratio, and on the other hand, by the variability of the conditions of socio-economic develop-
ment.

Analysis of recent research studies and publications. The problems of social equity and inequality have been
considered by the following scientists: D. Lvov [11], V. Dobrenkov [4], T. Zaslavskaia [5], G. Kanarsh [6], E. Libano-
va [11], R. Grinberg [3], V. Semenov and V. Novikov [13], O. Chubuchna [18], I. Yakunina [20], and others. Separate
issues of assessing economic efficiency have been considered in the works of I. Ansoff [1], M. Kizim [7], A. Kogan
[8], A. Krasnov [10], T. Saati[15] and others.

Specialists of the Institute of Demography and Social Studies named after M.V. Ptukh of the National Acad-
emy of Sciences of Ukraine, State Enterprise Institute of Economics and Forecasting of the National Academy
of Sciences of Ukraine, State Enterprise Institute of Regional Studies named after M.I. Dolishnii of the National
Academy of Sciences of Ukraine, Institute of Industrial Economics of the National Academy of Sciences of Ukraine
systemically study the problems of social equity and economic efficiency in Ukraine.

However, despite a large number of publications, existing developments devoted to the problems of study-
ing social equity and economic efficiency, the issues of assessing their sustainability in Ukrainian industry remain
controversial leading to further scientific developments.

Thesis object is the development of a methodical approach to assessing sustainability of economic efficiency
and social equity in Ukrainian industry.

Presentation of the main research material. The methodical approach to assessing sustainability of eco-
nomic efficiency and social equity in Ukrainian industry requires combining different methods. Such methodical
practice is called “triangulation”, which “involves the use of different methods in studying the same situation,
object, process. The variety of tools used allows to offer a more comprehensive, as stereoscopic, interpretation, and
thus to achieve its greater convincingness” [9].

The methodical approach to assessing sustainability of economic efficiency and social equity in Ukrainian
industry implies the following sequence (Fig. 1).

Definition of partial and general criteria for economic efficiency

{

Definition of criteria for social equity

/

Construction of a matrix for positioning branches of the industry in coordinates
of economic efficiency and social equity

Fig. 1. The sequence of assessing sustainability of economic efficiency and social equity in Ukrainian industry

At the first stage, we create an information array of data on the criteria of economic efficiency of the indus-
try. To calculate the integral indicator of economic efficiency, we use the data given in Tab. 1

When determining the criteria of social equity at the second stage, we base our calculation on the real cost
of minimum subsistence level of a Ukrainian worker, taking the prices in 2015 and the average monthly nominal
wages of staff industrial workers into account.

For most industrial workers, their wage is the dominant source of income. The assessment of the manifesta-
tions of social equity in the industry will be performed via the indicators of average monthly nominal wages of
staff industrial workers as a whole and in some of its branches.

The dynamics of the average monthly wages of industrial workers is shown in Fig. 2.

The data shown in Fig. 2 indicate that during the period from 2010 to 2015 there was a tendency of growth
of average monthly nominal wages of staff industrial workers. The average monthly wage in the industry as a
whole increased by 1.86 times. In 2010 - UAH 4789. However, if we consider the average monthly salary of mining
and quarrying workers, then during the analyzed period it increased 1.73 times (2010). The same trend is observed
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in the processing industry. The average monthly nominal wage of workers employed in the processing industry
increased by 1.96 times.

Table 1
Initial data for calculating economic efficiency criterion
(by industry branches) [16]
Manufacturin Metallurgical Machine-
curing Manufacture production, building,
. of textiles, . .
. Mining and . . of basic production of except for
Manufacturing . Processing clothing, . X .
. quarrying . pharmaceutical finished metal repair and
industry . industry | leather, leather . .
industry o0ods and products and products, except | installation of
g . pharmaceuticals | machineryand | machinery and
other materials . .
equipment equipment
volume of 17766037 | 1915993 | 11392132 | 173844 20295,8 278502,8 115261,7
sales, mIn. UAH
Average
number of 2040 255 1339 72 21 244 346
full-time
employees, ths.
Labor
. 870,884 751,370 850,794 241,450 966,467 1141,405 333,126
productivity
Industrial
production 87 86,9 874 92 924 83,9 85,9
index, %
K1 1,000 0,863 0,977 0,277 1,110 1,311 0,383
K2 1,000 0,999 1,005 1,057 1,062 0,964 0,987
Int. coefficient 1,000 0,931 0,991 0,667 1,086 1,137 0,685
Valua
7000
6000
5000
4000
3000
2000
1000
0
2010 2011 2012 2013 2014 2015 Year

Manufacturing industry -l Mining and quarrying industry Processing industry

Fig. 2. Dynamics of the average monthly nominal wage of staff industrial workers [17]

Let us analyze the dynamics of the average monthly nominal wages of staff workers in the processing indus-
try (Fig. 3).

The analysis of the average monthly nominal wages of staff workers of the processing industry showed that
there were imbalances in the payment to its staff. Thus, in 2015, the average wage of the workers in the phar-
macological industry was 1,72 times higher than the average for industry and 2,9 times higher than the wages of
textile workers. Fig. 2 shows that the monthly average nominal wages of staff workers engaged into mechanical
engineering and textile industry was lower than average nominal wages of staff industrial workers.
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Fig. 3. Dynamics of average monthly nominal wages of staff workers in the processing industry [17]

Analysis of data [14] showed that the average wage of top managers employed in the industry in 2015
amounted to 5,181 thousand UAH per year (431.78 thousand UAH per month). The wage factor of a top manager
employed in the industry is 90.16. The share of the average wage of workers in the industrial sector compared to
the average wage of top managers in 2015 is 0.01. This testifies to the lack of a fair distribution of monetary remu-
neration for work between top managers and workers engaged in the industry of Ukraine.

At the third stage we will arrange the indices of average nominal wages of staff industrial workers, minimum
subsistence level and integral indicator of economic efficiency in the matrix (Fig. 4). The horizontal axis reflects the
coordinates of the criterion of social equity, the vertical axis - the integral indicator of economic efficiency.

Interpretation of the obtained values: from 0 to 3147,67 UAH - low level of social equity; from 3147,67 UAH —
high level of social equity; from 0 to 1 — low level of economic efficiency; from 1 0 high level of economic effi-
ciency.

Fig. 3 indicates that the manufacture of textiles, clothing, leather, leather goods and other materials (posi-
tion A) is not efficient and fair. Its coordinates are “0.66 - 2877”. The quadrant of the matrix rightly but not effi-
ciently contains mining and quarrying (position B), the coordinates “0.931-6164", processing industry (position C)
coordinates “0.99 - 4477” and machine building, except for repair and installation of machines and equipment (po-
sition D) coordinates “0.69 - 4211”. Two branches of processing industry, namely, the manufacture of basic phar-
maceutical products and pharmaceuticals (position F) and metallurgical production, production of finished metal
products, except machinery and equipment (position E), are effective and fair. Point E metallurgical production,
the production of finished metal products, except for machinery and equipment has the coordinates “1.14 - 5645”,
point F - “1.09 - 8254”.

Thus, we can conclude that the industries that have fallen into the squares of the matrix “not efficient - not
fair”, “ fair - not efficient” require additional studying.

Conclusions. In recent years, the Ukrainian industry has gradually lost its main sources of life support.
Along with the individual achievements of production modernization in separate segments of the domestic indus-
try, the industry as a whole ceased to independently provide for efficient functioning and stable development. It
is noteworthy that the Ukrainian industry is rapidly losing its competitive position.

Moreover, it is not only comparable to the leading industrialized countries (the USA, China), but also the
nearest neighboring countries that have undergone severe trials of market transformation (Belarus, Poland, Rus-
sia). In essence, there is a deindustrialization of the domestic economy, which is reflected in the reduction of indus-
trial production and its efficiency.
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Symbols: A - Manufacture of textiles, clothing, leather, leather goods and other materials is not efficient and fair;
B - mining and quarrying industry; C- processing industry;
D - machine building, except for repair and installation of machinery and equipment;
E - metallurgical production, production of finished metal products, except for machinery and equipment;
F - manufacture of basic pharmaceuticals and pharmaceuticals

Fig. 4. Matrix of positioning industry branches in the coordinates of economic efficiency and social equity

The use of the developed methodical approach to assessing sustainability of economic efficiency and social
equity makes it possible to quickly identify the industries that fail to equitably distribute and effectively use their
own resources and require additional government intervention.
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