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External conditions of bankruptcy institute functioning in
the economy of Ukraine

Introduction. In modern conditions of Ukrainian economy
development, it is interesting to justify certain measures to support
enterprises in the conditions of national economy dependence on
fluctuations in the world market and the inflation growth, in order
to ensure the stability of business entity functioning in all spheres of
the economy. Under such circumstances, effective bankruptcy
institute functioning becomes of particular importance, since the
possibility of industrial production growth, employment level
increase and people life quality improvement depends on the
financial recovery of enterprises of real sector economy.

Aim and tasks. The aim of the article is to study
external conditions of bankruptcy Institute functioning in the
economy of Ukraine and their modern transformation. The
obtained results determine what exactly should be done in the
direction of further improvement of the regulatory instruments
of state policy in this area. To achieve the goal, it has been
used a complex of scientific research complementary methods
of economic processes and phenomena, with an application of
statistical and analytical materials, as well as the results of
authors scientific research.

Results. As a result of a study of external conditions of
bankruptcy Institute functioning in the economy of Ukraine, it is
determined that existing macroeconomic environment has a
significant impact on its character of functioning, defining the goals
and objectives of further transformation processes regulation. It is
determined that the external factors of the macroeconomic
environment are the most threatening because there is almost no
opportunity to influence them at the enterprise level. In the
research, the peculiarities of the external conditions of bankruptcy
Institute functioning in the economy of Ukraine are identified based
on the use of indicators that directly or indirectly help determine the
effectiveness of bankruptcy institute, the laws of its development,
and interaction of social, political, economic and other processes at
the macro level.

Conclusions. On the basis of the obtained results, it
can be determined that most indicators testify difficult
external conditions of bankruptcy institute functioning, with a
certain improvement of the situation in recent years. Thereby,
there is a need for further bankruptcy institute transformation,
in order to maintain the balance between the interests of the
state, economic entities, competitive market environment, and
entrepreneurial activity risk minimization.

Keywords: bankruptcy institute, Ukrainian economy,
crisis, the world economy, external environment, state policy.
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3o0BHilIHI YMOBHM (YHKIiIOHYBaHHi iHCTUTYTY
0aHKPYTCTBa B €KOHOMIlli Y KpaiHu

Beryn. B cydacHMX yMOBax pPO3BUTKY YKPalHCBKOIL
€KOHOMIKH BUKJIMKA€E IHTepec OOIPYHTYBAHHS LIJIECIPSIMOBAHUX
3axX0/liB 3 MIATPUMKU MIANPHUEMCTB B YMOBAaxX 3aJIeXKHOCTI
HaI[IOHAJIbHOT €KOHOMIKHM BiJl KOJMBaHb Ha CBITOBOMY PHHKY,
3poctanHs 1HQIANII, 3 MeTor 3a0e3medeHHs CTabUTbHOCTI
(GYHKIIOHYBaHHS oprasizaliifHo-1paBoBHX bopm
roCIo/IaploBaHHA B YCiX cdepax eKoHOMiKM. B mux ymoBax
epeKTUBHE (QYHKIIOHYBaHHS IHCTUTYTY OaHKpyTCTBa HaOyBae
0COOJIMBOTO 3HAYEHHS, TaK AK BiJ (IHAHCOBOTO O3/I0OPOBIICHHS

MIIPUEMCTB ~ PEATbHOTO  CEKTOpa EKOHOMIKH  3aJIeKHUTh
MOXJIHMBICTh  3a0€3Me4YeHHsT  3POCTaHHS  MPOMHCIOBOTO
BUPOOHUIITBA, 30UIbIIEHHS  3alfHATOCTI  HAacelieHHs Ta

MIOJIMIIICHHS SKOCTI )KUTTS JTIOCH.

Merta Ta 3aBaaHHsA. MeTOIO CTAaTTi € AOCHIPKEHHS 30BHINIHIX
yMOB (DYHKIIIOHYBaHHSI IHCTUTYTY OaHKpPYTCTBa B €KOHOMIIll YKpaiHu
ma ix cydacHy TtpaHchopmailiito. OTpuMaHi BHUCHOBKH JIO3BOJISATH
BH3HAUUTH, II0 camMe Tpeba pOOUTH y HANpPSIMKY ITOAAJIBIIOrO
YIIOCKOHAJICHHS PETYJISTHBHUX 1HCTPYMEHTIB JEP>KaBHOI MONITHKH Y
it chepi. Jng JOCSATHEHHS MeETH BHKOPHCTaHO KOMILIEKC
B32€MOIOIOBHIOIOUNX METO/IiB HayKOBOT'O JIOCITi /K CHHST
CKOHOMIYHHX MPOIIECIB Ta SIBUI 3 BUKOPHUCTAHHSM CTaTUCTUYHUX
AQHANNTUYHAX MaTepialliB, a TaKOX pe3ylbTAaTH BIACHUX HAYKOBUX
JOCITi/IKEHb.

Pesynbratn. B pe3ynabTari qOCHiIKEHHS 30BHIIIHIX YMOB
(YHKIIOHYBaHHS IHCTUTYTY OaHKPYTCTBa B €KOHOMIII YKpainu OyIo
BHU3HAYEHO, [0 ICHYIOUE€ MaKpOEKOHOMIYHE CEepelOBUINE YHHHTH
CYTTEBUH BIUIMB Ha XapakTep Horo (yHKIIOHYBaHHs, BH3HAYAIOUH
mii 1 3aBAaHHS  TOJAJBIIOrO  PEryJIOBaHHS  MpoLecaMu
TpaHcopmalii. BusnaueHo, 110 30BHIIIHI YUHHUKU
MaKpOCKOHOMIYHOI'O CEPEIOBUINA € HAWOLIBII 3arpO3IMBUMH 34
paxyHOK MaifKe BiJICyTHBOI MOMKJIMBOCTI BIUIMHYTH Ha HUX Ha DiBHI
mignpuemMcTBa. B mpotieci 1ocipkeH s ieHTH()IKOBaHO OCOOIMBOCTI
30BHIMHIX YMOB (YHKIIOHYBAaHHS I1HCTUTYTYy OaHKpPYTCTBa B
YKpalHChKif €KOHOMII[I Ha OCHOBI BHMKOpPHCTaHHS ITOKa3HHUKIB, SKI
npsaMo  ab0  OIMOCEPEIKOBAHO JO3BOJISIOTH BH3HAYATH JI€BICTH
IHCTUTYTY OaHKPYTCTBa, 3aKOHOMIPHOCTI HOr'0 PO3BHTKY, a TaKOX
B3Aa€MOBIUIMB COIIaJbHUX, ITOMITUYHUX, E€KOHOMIYHHX Ta IHIIHUX
MPOIIECiB Ha MAKPOPiBHI.

BucHoBkH. 32 OTpIMaHUMU pe3yabTaTaMH MOXXHA BU3HAUHTH,
10 B I[UIOMY OLIBIIICTh IHAUKATOPIB CBIIYMTH PO CKJIAJAHI 30BHILIHI
yMOBM  (YHKIIOHYBaHHsS IHCTHTYTy OaHKpyTCTBA, 3 IEBHHUM
MOKPAIICHHSIM CUTYyallii B OCTaHHI POKH. Y 3B’SI3Ky 3 IIMM BHHHUKAE
HEOOXIHICTh Y MOJANbIIiH TpaHchopMallil IHCTUTYTY OaHKPYTCTBa, 3
METOI0 MIATPUMKU OallaHCy IHTEepeciB Jep)KaBH Ta TOCIONAPIOI0YHX
Cy0’€KTIB, a TaKOX KOHKYPEHTHOTO PHHKOBOTO CEpEJOBHUINA Ta
MIHIMI3a1lii pU3UKY MiAIPUEMHHUIIBKOT AiSTbHOCTI.

KnawuoBi cnoBa: iHcTHTYT OaHKpyTCTBa, yKpaiHCbKa
C€KOHOMIKa, KpH3a, CBITOBa CKOHOMIKa, 30OBHIIIHE CEPEIOBHIIIE,
JiepKaBHa MOJTITHKA.
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Introduction. The general state of the
economic and social situation of Ukrainian
economy in the second decade of the twenty-
first century provokes attention of economists
(both theorists and practitioners) to various
measures that are used to overcome
unfavorable trends in the development of
national economy. One of such measures is
managing the processes of the national
economy in order to increase the bankruptcy
institute effectiveness. It is precisely at the
time of its formation that specific features of
crisis phenomena in social and economic
systems appear.

At that, the macroeconomic
environment in the country has a significant
impact on the nature of national systems’
insolvency regulation, defining their goals
and objectives. On the other hand, the current
state of many Ukrainian enterprises is also
directly related to the global economic crisis,
which results in incomplete production
capacities utilization or shutdown of
production that, in its turn, leads to business
solvency decrease. Therefore, there is an issue
of development and implementation of certain
measures to support Ukrainian enterprises in
the conditions of national economy
dependence on world market fluctuations, and
inflation growth, in order to ensure the
stability of business entity functioning in all
spheres of the economy.

Under such circumstances, bankruptcy
institute effective functioning becomes of
particular importance, since the possibility of
industrial production growth, employment
level increase and people life quality
improvement depends on the financial
recovery of real sector economy enterprises.
It should be noted that in practice there are a
lot of researches on the identification of
bankruptcy at the micro level, but there are
few approaches to determining the features of
the bankruptcy institute functioning at the
state level. That is why, in modern conditions
of development of Ukraine’s national
economy as a subject of the world economic
system, it is very important to study the
external conditions of the bankruptcy institute
functioning.

Actual scientific researches and issues
analysis. The bankruptcy institute theoretical
and practical aspects research is a subject of
unfailing interest of numerous native and
foreign scholars and economists, among
which are: S. Altman [1], 1. Blanka [2], T.
Vnukovs'ka [3], L. Kozak [4], N. Karachy'na,
O. Savicz'ka [5], L.Ligonenko [6], J. Ohlson
[7], A. Subbot [8], Ye. Rudenko [9] and
others. An issue of the analysis of various
aspects of bankruptcy institute functioning
have been repeatedly studied in works of
native scientists. Thus, negative impact of this
phenomenon on the unemployment growth is
highlighted in the work of O. Kravchenko
[10], while works of I. Trots [11; 12] are
devoted to economic directions for enterprises
bankruptcy prevention, yet the definition of
tax system competitiveness as a condition for
the effective bankruptcy institute functioning
is researched by such scholars as I. Bezpal’ko
[13] and V. Korotun [14].

Highly appreciating the contribution of
all abovementioned scientists and results of
their researches, it should be noted that there
is a need for further thorough research of
existing conditions for the bankruptcy
institute  functioning in the Ukrainian
economy, especially if existing in the 21st
century specificity of Ukraine's economic
system development is taken into account, as
well as the focus on the inclusion of national
enterprises in global reproductive processes.

Aim and tasks. The aim of the study is
to investigate the external conditions of
bankruptcy institute functioning and their
current transformation in the economy of
Ukraine. The obtained conclusions will
determine what exactly should be done in the
direction of further improvement of the
regulatory instruments of state policy in this
area.

The statement of basic materials. The
world  economy, national economies,
industries, and enterprises are complex,
unstable, dynamic socio-economic systems.
These systems are self-organizing, and
cyclicality and crises are their natural
development. The period of crises is
characterized by volumes of production and
business activity decrease, fall in prices,
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which is an objective prerequisite for the
bankruptcy of many business entities. It
should be noted that the macroeconomic
environment is objective for the bankrupt
enterprise. And external factors are the most
threatening because the ability to influence
them at the enterprise level is very small, but
the consequences can be devastating.

The main external factors are: economic
(inflation rate, unemployment rate, tax rate,
the quantity of taxes, etc.); political, caused
by actions and intentions of central and local
authorities, presence of different groups of
influence in government and economic
authorities; market (trends of demographic
factors changes, level of competition, etc.);
technological, caused by the influence of
scientific and technological progress on
country’s economy; international, associated
with the globalization of economy, activity of
TNCs, economic and other associations.
Accordingly, improvement in one of these
areas, which is primarily due to state
interference, has a positive effect on the
economic activity of enterprises. The
bankruptcy of an enterprise does not happen
in a moment, it can be caused by a
combination of various factors, both internal
and external. It is the state that must create the
corresponding conditions, on the one hand,
for the effective functioning of the
enterprises, and on the other hand for
maximum use of possibilities of financial
recovery, including the bankruptcy procedure
[15].

As it is already mentioned in previous
research, in the 21st century, the state and
society are becoming more interested not in
liquidation of the debtor, but in restoring of its
solvency through special procedures provided
by the bankruptcy law. Thus, the bankruptcy
institute also has a regulatory function,
because it stipulates the implementation of
measures to restore the solvency of insolvent
market players. It is also necessary to
understand that a bankruptcy institute is a
specific form of organization of social activity
and social relations that embodies norms of
economic, political and legal life of society,
as well as the rules of life and people
behavior.

Therefore, this institute cannot be
considered only from an economic or legal
point of view, isolated from problems of
social, political and organizational country's
economic development.

This way, in order to identify the
external conditions of bankruptcy institute
functioning in the Ukrainian economy, it is
suggested to use certain indicators
(quantitative or qualitative) that directly or
indirectly determine the effectiveness of
bankruptcy institute, the laws of its
development and the interaction of social,
political, economic and other processes at the
macro level . To achieve the goal of the study,
it is researched in details their dynamics over
the last ten years (Table 1).

In this aspect, improvement of the
conditions for entrepreneurship development
is one of the main directions of state policy.
Reformation should be directed to a large
number of spheres, the improvement of which
will stimulate business activity in the country.
Certain steps have already been taken in
Ukraine, and by the results of 2018 the
country had taken #76 ranking, up by 4 points
compared with #80 ranking in 2017 (see
Table 1). This was due to the introduction of
regulatory indulgence in construction and
taxation sphere, in particular, thanks to the
Law No. 1817, which regulates the sphere of
urban development, as well as to the
reduction of the UST rate by half, to 22%. But
reformation is needed for numerous
questions, thus according "Establishment of
Enterprises" ranking in 2018, the rating has
fallen on 32 positions (from 20 to 52). The
index "Protection of minority investors"
decreased by 11 points (from 70 to 81);
"Receiving loans" downed for 9 points (from
20 to 29); "International trade" - for four
positions (from 115 to 119) and one position
Ukraine lost in the categories "Registration of
ownership" (from 63 to 64) and
"Implementation of contracts" (from 81 to
82).

The next indicator, which characterizes
the external conditions of the bankruptcy
institute  functioning, is the Index of
Economic Freedom estimated by the Heritage
Foundation (HF).
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According to its developers, it provides
an opportunity to measure the degree of
economic freedom of the country and gives
the possibility to compare even such different
countries like Hong Kong and North Korea
(for more details [15]). Unfortunately, until
2016 by this index, Ukraine remained in the
group of countries with a '"non-free
economy", but in 2017 Ukraine moved into a

group of countries with "mostly non-free
economy" and positioned 149-th place from
180, due to the improvement of the result by
3.8 points for a year. Consequently, there is a
gradual improvement of the situation with the
court system independence and fiscal
freedom.

Table 1. Basic indicators, characterizing external conditions of bankruptcy institute
functioning in the Ukrainian economy

[ [ N (N (NN [ [ [ [
No Indicator I I I I I I G Bl G It
(=] o = (N|W A | & |
1 Doing business, ranking NI R M N R IR R RS
. . ek ek el e el ek ek ek ek
W W (9,
2 Economic Freedom of the World Index, EFW ranking 2laisis|s2l2|s ]
3 Corruption perception index, points SIRIBIVIRIPDIR IRBI 8
Unemployment level
0 ; ; ; i O |0 [P |R(e |0 o] 0 | o
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5 Tax burden level, % Sl R R Sl Bl B F el Bl By
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222288552
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7 Number of business entities, units B2 |8zIEIRIRIB 22
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8 National taxes, (quantity) B8 IB|B|5|=]| @ |v] v |w

Note: source compiled by authors according to [16; 17; 18; 19]

Effective development of Ukraine's
economy 1is hampered by the shadow
character of some of its part, as it is evidenced
by the Corruption Perceptions Index, which is
an indicator calculated by Transparency
International since 1995 on the basis of
surveys involving analysts from different
mstitutions such as the World Bank, the Swiss
non-governmental organization World
Economic Forum, the Economist Intelligence
Unit, the US non-governmental organization
Freedom House, Political Risk Services, and
the African Development Bank. Countries are
ranked by the scale starting from 0 (high

corruption) to 100 (free from corruption, very
clean). In accordance with developers
approach, countries with the best the ranking
are characterized by the highest level of press
freedom, access to the information on budget,
personal  responsibility of government
employees. In its turn, countries with the
worst indices are characterized by an
insufficient level of media independence, the
unfairness of management and unreliable state
institutions [20]. It is worth mentioning that
the corruption, as one of the biggest global
problems, has long attracted great attention
worldwide.
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For example, it is seen as a major
obstacle to economic development [21; 22].
So far, Jim Yong Kim the World Bank
president said that corruption is "a social
enemy in developing countries." [23]
Considering that corruption exists in all
countries and at all levels of society, and that
it affects economic, political and social
indicators of the country, setting on edge such
problems as inequality and poverty, the
improvement of the ranking, which in recent
years has not nearly changed (see Table 1), is
a topical issue for Ukrainian society.

The next indicator characterizing
external conditions of bankruptcy institute
functioning is an unemployment rate. It is
believed that there is a certain dependence
between the performance of bankruptcy
institute  functioning and dynamics of
unemployment in the country. For example,
the results of O. Kravchenko research reveale
a direct relation between these categories, that
is, the number of unemployed by 45%
depends on the number of insolvent
enterprises [10].

Analyzing the data presented in Table 1,
it can be noticed a significant increase in
unemployment level in 2014 from 7.7% to
9.7%, which has not yet diminished. First of
all, it is caused by the crisis in the Ukrainian
economy, in this situation, the natural solution
for many companies is the reduction of
production and staff. Crisis phenomena in
2013-2014 is related first of all with a
decrease in demand on Ukrainian products
and unfavorable prices on international
commodity markets in condition of a
significant ~ dependence = of  domestic
enterprises on foreign markets; weakening of
the financial state of domestic enterprises and
cost supplement of domestic products;
executing of antiterrorist operation in Donetsk
and Luhansk regions, which resulted the
shutdown of production of the most
enterprises of these regions [24].

Another  indicator that describes
external conditions of bankruptcy institute
functioning is the tax burden. This index
reflects tax policy effectiveness on a
macroeconomic scale, and also characterizes

the state's activity in the taxation of economic
entities business activity [25] within the
framework of the chosen tax policy. If a
country has a high level of the tax burden, it
slows down GDP growth, reduces economic
activity, and also contributes to the capital
outflow abroad.

On the other hand, if the tax burden is
reduced to an extremely low level, then there
is a possibility whereby the budget of the
country doesn’t draw enough funds and,
accordingly, is not able to finance the
economic and social development programs
of the country. Therefore, it is necessary to
achieve a balance between the interests of
taxpayers regarding their solvency and
interests of the state regarding the budget
replenishment.

To identify the dynamics of tax burden
index, firstly, it is required to analyze the
effect of total tax revenues on the main
indicators of macroeconomic development.
Analysis of these indicators in 2008-2017
shows there is an increase in the consolidated
budget revenues and a decrease in the total tax
burden, which can be interpreted as some
positive changes in the functioning of the
national economy (Table 1).

Another important indicator
characterizing the external environment of the
bankruptcy institute functioning is the number
of business entities. It is worth mentioning
that in world practice, the number of new
enterprises shows the business climate in the
country and describes the general economic
situation. It is necessary to emphasize that in
the Ukrainian economy, the number of
business entities for researched period study
decreased by more than 1.5 times (Table 1).
But it should be also noted, the sphere of
economic activity of new enterprises changed
dramatically under the influence of the world
economic system innovative development.
Considering the fact that in Ukraine the
number of registration of modern
technological enterprises and virtual firms
grows, the issue of appropriate adaptation of
bankruptcy  institute  instruments  and
objectives becomes urgent.
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For example, the crisis of the 2000s,
caused by a sharp decline in information
technology industries, hit all developed
countries (the USA, Western Europe, Japan),
and showed the failure of existing bankruptcy
systems to solve effectively the problem of
business insolvency in such industries.
Consequently, it is necessary to formulate

3500
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1000 bHI&3B— 913 3 ’

500

2008 2009 2010 2011 2012

GDP, billions, UAH.

universal approaches to the definition of the
bankruptcy institute goals that take into
account the current economic realities and
protect the interests of Ukrainian society as a
whole.

To summarize, despite the increase in
the number of bankruptcy cases in 2014, there
is a slow annual GDP growth (Fig. 1).
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— — Amount of cases on bankruptcy

Fig.1 The dynamics of GDP and the number of bankruptcy cases in Ukraine, 2008-2017
Note: source compiled by the authors according to [16]

Unfortunately, information on
enterprises bankruptcy is rather closed, and
the lack of current information on the
bankruptcy is one of the acute issues that is
needed to be solved. Therefore, to
substantiate the direction of state regulation, it
is important to study the interdependence
between the analyzed above indicators, which
characterize the external conditions of
bankruptcy institute functioning and the GDP
volume, considering the change of insolvent
enterprises number.

Conclusions. As a result of a study of
external conditions of the bankruptcy institute
functioning in the Ukrainian economy, it is
determined that the existing macroeconomic
environment has a significant impact on the
nature of it’s functioning, defining the goals
and objectives of further regulation of the
transformation processes. A goal of modern
state functioning is to ensure sustainable
economic growth that is the basis for
population well-being improvement
measures.
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To achieve this goal, each state builds
its own individual economic policy using
regulatory, legislative, economic  and
administrative  instruments to influence
business entities and other organizations
maximizing the effect from available
resources use and possible outcome. It is also
defined that external factors of the
macroeconomic environment are the most
threatening due to the almost total absence of
opportunity to influence them at the enterprise
level. And it is proposed to consider as the
most threatening the following factors: the
global economic crisis; deterioration of the
country international position in the world
rankings; political instability of society;
radical change of state foreign economic
policy direction; deterioration of the socio-
economic  situation;  imperfection  of
investment policy and legislative system. The
bankruptcy institute is one of the key
elements of economic market systems, as it
affects the formation of macroeconomic
proportions in employment, social security,
income levels, and the creation of the gross

domestic product. In the research, the
peculiarities of the external conditions of
bankruptcy Institute functioning in the
economy of Ukraine are identified based on
the use of indicators that directly or indirectly
help determine the effectiveness of
bankruptcy institute, the laws of its
development, and interaction of social,
political, economic and other processes at the
macro level. On the basis of the obtained
results, it can be determined that most
indicators testify the difficult external
conditions of  bankruptcy Institute
functioning, especially in  2013-2015,
meanwhile, from 2016 there i1s a certain
improvement of the situation in the country.
Thereby, there is a need for further
bankruptcy institute transformation, in order
to maintain the balance between the interests
of the state, economic entities, competitive
market environment, and entrepreneurial
activity risk minimization. Finding a solution
to this problem will be highlighted in future
authors’ research.
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