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Preface

Problems of functioning and development of agrarian enterprises are constantly studied
by scientists, agrarian economists and practitioners. This is quite understandable and correct due
to permanent, extremely dynamic changes in factors, mechanisms and tools of management.
The effectiveness of management largely depends on the quality, reliability and completeness
of its accounting and information support, analysis and control of economic activity and other
business processes.

An effective system of accounting, auditing, taxation and control is an important factor
for ensuring the economic stability of agricultural enterprises. This allows to identify financial
risks, to manage resources effectively and ensure compliance with legislation and standards.
Availability of effective financial mechanisms and access to credit resources is a key factor for
stimulating the development of agricultural enterprises. The coherence and appropriate
organization of accounting, analytical and financial support provide not only the qualitive
information service for managers of different levels, but the effective functioning of the whole
economic entities.

The creation of an innovative system of higher education is aimed at ensuring the
competitiveness of the agrarian economy by training qualified specialists with high
productivity, mobility, creativity, as well as by creating, implementing and spreading new ideas
and technologies.

The materials of the monograph are aimed at scientific research, generalization and
development of recommendations on possible ways to solve the main problems of accounting,
financial, information and modern learning technologies in higher educational institutions and
professionally oriented language training of specialists in the agricultural sector are revealed.

Realizing that not all aspects of the research topic have been comprehensively reflected
in the collective monograph, and some provisions and conclusions may be the subject of
scientific discussion, we hope that the theoretical generalizations, conclusions and
recommendations developed in this study will be used by scientists, teachers, graduate students
and students of higher educational institutions of agrarian and administrative profiles,
employees of public administration and local self-government bodies, entrepreneurs and other
interested persons who are interested in this issue.

In this monograph, the authors summarize and supplement the results of many scientific
studies and developments on the construction of accounting, financial, information and
language and communication support for sustainable development of agribusiness entities. The
first section of the monograph “Mechanism for ensuring economic security of agribusiness
entities” is devoted to highlighting the main problems and areas of their solution to ensure
economic security of agribusiness entities: Vasilieva Lesia — paragraph 1.1, Volchans’ka
Liudmyla — paragraph 1.2, Yurchenko Sergey — paragraph 1.3, Atamas Oleksandr — paragraph
1.4, Tkachenko Oleksandr — paragraph 1.5. The second section, “Development of the system of
accounting, taxation and analysis of production and economic activity of agribusiness entities”,
highlights the scientific, theoretical, organizational and applied foundations of accounting in the
activities of the entity: Karamushka Daria — paragraph 2.1, Dubyna Olena — paragraph 2.2,
Bardadym Mariia — paragraph 2.3. The third section of the monograph “Financial policy and
mechanism of its implementation in the system of ensuring sustainable development of
agribusiness entities”, is devoted to highlighting the main problems and solutions to the
financial policy of agribusiness entities: Brovko Larysa — paragraph 3.1, Sirko Anna —
paragraph 3.2. The fourth section of the monograph, “Modern learning technologies in higher
educational institutions” Nuzhna Svitlana — paragraph 4.1. The fifth section “Language and
professional training of the specialist in agricultural sector” Piddubtseva Olga — paragraph 5.1.

We express our deep gratitude to the reviewers of the collective monograph:

Oksana BUDKO — Doctor of Economics, Professor, Head of the Department of Finance
and Accounting, Dniprovsky State Technical University (Dnipro);

Olena ZARUTSKA — Doctor of Economics, Professor, Head of the Department of
Finance, Banking and Insurance, University of Customs and Finance (Dnipro);

Natalia VASYLIEVA — Doctor of Economics, Professor of Department of Information
Systems and Technology, Dnipro State Agrarian and Economic University.
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SECTION 1. MECHANISM FOR ENSURING ECONOMIC
SECURITY OF AGRIBUSINESS ENTITIES

1.1. IMPROVEMENT OF THE RISK MANAGEMENT MECHANISM IN
THE FINANCIAL AND ECONOMIC SECURITY SYSTEM OF THE
ENTERPRISE

Lesia Vasilieva,

Doctor of Science in Public Administration, Professor,
Professor of Department of Accounting, Taxation and
Management of Financial and Economic Security,
Dnipro State Agrarian and Economic University, Ukraine

Summary. The concept of formation of the mechanism of risk management in
the system of financial and economic security of the enterprise is proposed, which
can be used as a template, as a set of basic measures aimed at assessing and managing
the risks of the enterprise, but this method will be valid for managing static and
forecasted (serial) risks. A positive feature of such management is its universality for
any enterprises.

The proposed possibility of ranking risks allows the risk management of
enterprises to form a toolkit of risk assessment and management depending on the
following dynamic conditions: if it is impossible to fully manage risk as a
phenomenon, avoiding the development of catastrophic consequences ensures the
support of indicators, which leads to risk within controlled value limits, most often,
according to level of influence and other characteristics. From this it follows that the
risk itself does not have a destructive effect, in the conditions of a risk event, which
develops with the cooperation of several factors. The most significant from a
dynamic point of view are the factors of place, time, and action.

A creative (creative) model of dynamic enterprise risk management was
developed, based on the principles of three lines of protection (operational
management, internal control (first line), compliance, risk management (second line),
internal audit (third line)), a distinctive feature of which there is a modularity that
allows you to synchronize the assessment of the enterprise's external environment,
the setting of development goals and the identification of potential risk events, the
implementation of which allows you to carry out current and final monitoring of risks
and to preemptively respond to a risk event using the appropriate risk level of the
toolkit.

Keywords: mechanism, enterprise, risks, management strategy, financial and
economic security

The relevance of the research topic is determined by the need to implement
intensive transformations in the real sector of the economy of Ukraine, associated
with the transition to a new level of economic and economic relations, modernization
of corporate management systems, and the introduction of new information and
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production technologies.

In these conditions, problems in the field of control and risk management at
modern enterprises are most acutely manifested. Solving this problem refers to the
type of complex multi-criteria tasks and actualizes scientific research work by
overcoming various obstacles in the following areas: the predominance of
conservative risk management models, which are the cause of the low efficiency of
modern risk assessment and limit control horizons; transformation of the external and
internal business environment; low rates of adaptation of the regulatory framework
and standards regulating activities in the field of internal control, audit and risk
management. The presence of a large number of local regulatory documents,
sometimes contradicting each other, leads to the emergence of confrontations and
conflicts of various nature and complicates the procedures of analysis, assessment
and risk management, thereby reducing the efficiency of business processes.

In order to overcome the mentioned obstacles, systematic improvement of the
management of risk analysis, assessment and control processes using more effective
tools is necessary. At the same time, it is important to emphasize that in the
conditions of intensive development of information and knowledge-intensive
technologies, an approach to dynamic risk management of enterprises using
approaches, concepts, methods and tools from various fields of knowledge -
innovative and creative management, psychology, marketing, etc. is allowed.

In modern conditions, due to the need to create prerequisites for a
technological breakthrough, and the rapid development of information and
communication systems, risk owners - managers and owners of enterprises, when
choosing a strategy, consciously take risks, assuming and taking into account possible
losses, because they have a powerful incentive - profit , specific entrepreneurial
income, which has a direct connection and correlation with the degree (probability
and quantitative value) of risk. This type of profitability is associated with a
conscious risk and the received profit is much higher than usual, as a rule, in forms of
innovative entrepreneurial type of economic activity.

Against the background of the generally accepted definition of risk as "the
threat of damage and losses associated with the specificity of both natural phenomena
and the activities of human society", a broader interpretation of risk as an economic
category - a potential event that may "happen or not to take place". In the event that
the event does occur, three economic outcomes are possible [3]:

1) negative (losses, damages);

2) zero;

3) positive (gain, benefit, profit).

Thus, the task of risk management in modern conditions consists in solving the
problem associated with the need to maximize the probability of realizing a positive
result while simultaneously limiting the negative aspect, especially in conditions
formed under the influence of the processes of globalization, hypercompetition,
technical rearmament and intensive development of modern information
technologies.First of all, it is necessary to investigate the problem of the impact of
risks on various aspects of the activity of a business entity (enterprise) in a historical
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context and summarize the results of the analysis of theoretical material and practices
of the application of various methods of risk assessment and management, as well as
to confirm the assumption that the most effective and economically justified is a
combined approach to risk control and management, which allows for the
development of new principles that combine techniques, methods and procedures of
risk management that are different in terms of dynamics and scope and task.

The development of the risk management system to a certain extent repeats the
evolution of the reliability management system - when "... the study of the reliability
of individual elements and subsystems was replaced by reliability design, starting
with the design and structure of the system and ending with the creation of a self-
organizing system that has increased reliability and survivability (even in conditions
of unreliability of individual elements)" [7].

In some theories, risk is associated with the concept of "danger™ and is defined
as an objective regularity that determines the processes of quantitative and qualitative
changes in mega-macro-, meso- and micro-systems, which are perceived as a threat
to the vital interests of society. According to its genesis, the degree of probability,
danger, precisely as a perceived threat, has a natural and social origin [1]. Given that
threats are conditionally divided into potential and real, depending on conceptual
ideas, the same events in different conditions can be evaluated differently, sometimes
diametrically oppositely. To neutralize threats, various models of global, subregional,
and national security are being developed and improved, institutional, economic, and
technical systems are being created, and significant resources are being attracted to
ensure it.

In order to form a clear idea of modern risks and to further develop measures
and techniques for responding to them, we explore the concept of "risk" as a deeper
phenomenon, which differs significantly from its traditional perception that risk is a
manifestation of various types of threats and challenges associated with with
economic, social and political activity of various economic and economic forms.

The peculiarity is that "risk" is defined on the one hand as "the danger of
something", and on the other - as "to take a risk (French) - to venture at random, into
a wrong business, at random, to dare, to take a risk, to do something without proper
calculation , to give in to chance, to act boldly, boldly, to bet (from a game)" [5].

Consider how the problem of risk management is reflected in existing theories:

1. Theory of optimal management. An attributive general sociological
characteristic of any kind of expedient, reasonable human activity that takes place
under conditions of strict resource limitations and the possibility of choosing the
optimal way to achieve perceived goals in conditions of informational uncertainty.
No genius, no human abilities can destroy (eliminate) risk. There are only ways to
mitigate its consequences [1].

2. The theory of systematicity. A static, natural property inherent in any type of
expedient activity. It appears in the form of a probability value that characterizes the
uncertainty of the implementation of the key functions of the entity of economic
activity, the direction and conditions of the implementation of which are not
completely clear to the management of the enterprise [9].
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3. Theory of cyclicity. Crisis phenomena in the economy, in the active phase,
lead to a decrease in the growth rate of the economy for more than six months. The
level of uncertainty and risk in the economy and society is directly related to the stage
of development of the crisis "emergence - development - peak - stabilization - fading"

[7].

4. Theory of socio-economic dynamics. Changes in the economic and
economic systems of a higher order may be in conflict with the economic interests of
specific subsystems. The balance of local markets for products, services and
management models is largely determined by changes in the economic and economic
systems of a higher order, which may be in conflict with the economic interests of
specific subsystems. It allows "to assess and forecast risks in conditions of
asymmetric redistribution of information, to study them as constantly changing in
time, space and quality” [4]. The probability of occurrence and the level of
destructive or stimulating impact of most types of risk "depend on polysystemic
effects that are completely beyond the control of decision-makers regarding the
choice of standard economic policy instruments™ [2].

5. Theory of risks. Risk is the result of asymmetric distribution of economic
information and polysystem effects [7]. Based on the symbiosis of various
assessment methods, the structure, scale and level of negative consequences of
exposure and implementation of the following types of risks can be predicted as
accurately as possible: consumer risks; industry; territorial; political; social Risks are
assessed through a system of qualitative and quantitative indicators that demonstrate
the improvement or deterioration of the situation, and the probability of occurrence of
events based on the same objective changes can be perceived by different control
groups in the range of "negative - neutral - positive"” [4].

6. Theory of non-equilibrium processes. In balanced systems, risks (a set of
threats and opportunities) are deviations from the initial state, which for all elements
of the system have the same probability and are equal to the sum of the risks of the
subsystems. It allows to study the regularities of the appearance, growth and impact
of risks in more detail [5]. In this way, the concept of static risks is formed, which
implies the use of a static model of risk management.

7. Theory of probability.In dynamic systems, risks are manifested and
described differently, since different elements of the system have different
probabilities. Causal methods used in risk analysis allow to explain the origin and
estimate losses. The initial calculation of such losses is based on the Bayes formula
[2].

On the basis of the conducted analysis, it should be noted that for this study,
the definition of risk as a set of destructive and motivating factors that affect an
enterprise that carries out its activities in certain market and economic conditions is
the most appropriate, as it best meets the tasks set.

Uncertainty exists regarding the time parameter (t), and the source of risk in
this case is not the fact of reducing the impact of the risk event itself, but rather the
expectation of when this event will happen. Based on this, the economic category
"risk" is proposed to be defined as a threat of a potentially possible, to a certain
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extent, probable loss of resources or a decrease in the amount of income compared to
the basic option, which is calculated for the rational use of resources in this type of
business or economic activity. In the economic context, the realization of risk is
expressed as losses in the form of additional costs or profitability below the values
that the entrepreneur expected. The consequences of risk realization are most often
manifested and recorded in the form of specific financial losses or the impossibility
of obtaining the expected (estimated) profit or planned financial result.

Let's highlight the purpose of risk management. The main goal of enterprise
risk management is to preserve the value of the company. For this, it is necessary to
solve the following tasks: ensuring the safety and continuity of all processes carried
out at the enterprise, preservation and rational use of material and technical means,
information protection, physical, environmental, industrial safety, etc.

This target setting allows us to imagine a refined definition of the risk
management of the enterprise as a structure that carries out an assessment and
analysis of risks that directly or indirectly affect the current and prospective activities
of the business entity, and is also responsible for comprehensive control of the flow
of risk management processes and the results of the actions performed and events.
The tasks of risk management include the development and planning of measures for
the dynamic management of risk and its components in order to preserve the value
(stock, market), stability and manageability of the company in conditions of
uncertainty and turbulence of the internal and external environment.

Such properties of risk are distinguished as: generality, systematicity,
probability and dynamics. Separately, we note the category of abstract risks, which
theoretically and objectively can be realized, but only with the obligatory presence of
a set of necessary and sufficient conditions, and concrete risks, which have a
"quantitative assessment of possible losses over time, to minimize which subjects
have in their administrative and material resources are necessary for disposal” [6].

In the conditions of the modern economy, risk is a key element of
entrepreneurship as a process of creating a new good (goods, services).
Entrepreneurship processes take place in conditions of permanent resource
limitations, and should objectively be based on a dynamic platform of constructive,
effective and creative management aimed at competition, including using special
advantages - innovations. Characteristic features of entrepreneurial risk are
uncertainty of place, time and action (impact), as well as emotional aspects. There is
also a great influence of changes occurring in the external and internal business
environment, including under the influence of artificially formed factors.

Risk for enterprises is the predicted possibility of adverse situations occurring
during the implementation of plans and budgets of the enterprise. In this way, it is
objectively impossible to calculate the alternative results of the impact of risks on the
activities of enterprises under different variants of the development of events in the
dynamics [2]. From the known types of audit and control aimed at identifying and
assessing risks, we will single out the most applicable at enterprises: accounting
audit; revision; compliance (compliance); operational audit; risk-oriented audit.

The first three types of control include procedures for identifying and
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managing risks limited to the controlled environment. In the first case, it is the
financial activity of the enterprise, in the second - control of the availability and
preservation of material assets, in the third - compliance of the enterprise's activities
with existing legislation, regulations, professional and technical standards [5].
Compliance allows you to build a management system and carry out the work of the
enterprise in accordance with internal and external rules, standards, and requirements.
The most promising in terms of integration into the management system of modern
enterprises is risk-oriented audit, which involves expanding the framework of the
control environment and extends to all types of activities, business processes, internal
and external relations, defines corporate ethics. A risk-oriented audit solves the tasks
set before it in the company in the following main directions:

- assessment of the effectiveness of the internal control system;

- assessment of the effectiveness of the enterprise's risk management system;

- assessment of the effectiveness of corporate management.Methods for solving
these problems can be applied in various areas of economic and economic activity
associated with increased risk, provided that they are amenable to mathematical
modeling, quantitative and qualitative assessment, further development of effective
mechanisms and tools for countering negative trends and the consequences of risk
implementation.

Let's highlight and explore two unique functions of dynamic risk - stimulating
and protective.

The stimulating function has two main aspects: constructive and destructive.
The first is manifested in the fact that risk plays the role of a special catalyst in
solving economic and business tasks. The second aspect is expressed in the fact that
making and implementing decisions with unreasonable risk leads to adventurism [8].

The protective function also has two aspects: historical-genetic and socio-legal.
The first consists in finding forms and means of protection against possible
undesirable consequences. The essence of the second aspect is the need to introduce
risk legitimacy categories into the legislation [1]. It is necessary that the subject
taking the risk has firm confidence in the legal protection of his interests.

We emphasize that under risk administration we understand a set of risk
management measures, which includes actions aimed at: a) changing the
configuration of risk - its classification features and the direction of influence on the
structural and functional elements of the production and economic system; b) editing
the risk architecture - changing the key elements-risk factors and their combination
for the purpose of managing risk events within the limits acceptable for the enterprise
in terms of quantitative parameters and comfortable in terms of qualitative indicators;
¢) simulation of the risk situation - artificial controlled development of the risk
situation with the aim of obtaining information about the processes of flow and
identifying destructive effects on the current and prospective activities of the
enterprise. Modeling is a part of the main measures of risk assessment and
management.

When assessing risks, it is necessary to take into account that the higher the
degree of influence over time of polysystemic factors on economic processes, the
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more difficult it is to predict the dynamic probability and scale (value) of both
aggregate risk and individual (private) risks based on methods of a mathematical
model of risk assessment. To solve this problem, we are investigating scientific and
practical approaches to enterprise management in the conditions of the development
of uncertainty and the increasing impact of risks on the economic and economic
activity of enterprises.

We will analyze the peculiarities of the development of risk management of
enterprises in the conditions [2]:

- internal heterogeneity and multifaceted processes. In the conditions of a
constantly changing macroeconomic situation in the world economy, the widespread
use of statistical risk assessment methods, which are based mainly on such a principle
as homogeneity (a large number of repeatedly repeated similar events), is impossible;

- a high level of concentration and limited opportunities for alternative choices
of development and socio-economic behavior (multiplicity) of processes. For
example, in the case of relations with the utility system, the consumer technically
cannot refuse the consumption of some resources (for example, heat), even if he does
not need the supplied volumes and the means to pay for it, which leads to an increase
in the overall value of non-payment risks;

- growing integration interdependence. The higher the level of economic,
political and social interdependence (correlation) between system elements, the more
complex the risk takes and the more difficult it is to assess and manage.The risk
acquires the characteristics of each element that makes up its structure, it becomes
less noticeable to the specialist analyst. In this way, the effect of "risk mimicry" under
the environment and living conditions is manifested.

Let's consider the risks that appear as a result of the accumulation of regressive
potential. This approach to risk assessment has a sufficient historical tradition and
originates from the theories of historical and technological progress, in which the
main attention was focused on the study of the characteristics of the destructive
consequences of risk implementation.

In the publications of research scientists and practitioners [5-7] on the topic of
risk management, it is noted that the growth in the scale and complexity of the
structure of economic activity leads to constant quantitative and qualitative
transformation, changes in the vectors of internal and external relations, and as well
as various types of business and personal relationships, which are objectively difficult
to adapt to both individually and at the level of social groups and communities
without any losses or damages. Accordingly, in conditions of "chaos", the risk of
social and economic degradation, both individual and group, develops and increases.
The strengthening of risk factors in the situation of the development of crisis
phenomena leads to the growth of social dissatisfaction, accordingly, the number,
volume and severity of potential threats to social stability increase. When developing
a model of anti-risk behavior, the following feature should be taken into account: any
result of economic activity, even if it generally contributes to the growth of social
wealth, contains the potential for regressive development.Let's consider the stages of
development of approaches to risk management, highlighted by the author based on
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the analysis of scientific and applied literature, regulatory and legislative
documentation. Thus, it is possible to distinguish two historical approaches.

- the "bottom-up" approach used from the 1970s to the end of the 1990s;

- the "top-down" approach, which was developed in the XXI century.

Within the framework of the "top-down" approach, a system capable of
analyzing various risk factors in a single coordinated and integrated environment -
corporate risk management (Enterprise-Wide Risk Management, ERM) was formed.
This format is most often used in leading domestic and foreign companies.

Existing risk management standards, for example, developed by the Federation
of European Associations of Risk Managers (FERMA), are aimed at systematizing
the processes of control, assessment and analysis of risks. Adoption of the standards
was necessary to reach agreement on several issues, namely: the terminology used;
processes of practical application of risk management; organizational structure of risk
management; objectives of risk management.

In this document, risk is defined as "the combination of the probability of an
event and its consequences” (ISO / IEC Guide 73) [3].

When implementing alternative options for business projects, the second
component of risk is manifested - opportunities, namely: under certain conditions,
there is a possibility to exceed the expected profit, to receive an additional reward.

The need for risk management is caused, among other things, by the
manifestation of a number of reasons that objectively shape the conditions for the
development of unfavorable or difficult to predict events. In a certain combination of
circumstances, the economic entity does not achieve (does not achieve in full) the set
goals and with a high probability will suffer a loss, including material, financial and
reputational losses.

In the absence of an adequate response, the enterprise may be on the verge of
ruin, bankruptcy, serious claims from the regulator or state authorities.In the methods
used in modeling the algorithm of behavior under the influence of the risks described
above, tools for smoothing critical indicators are currently used [1]. This technique
provides, on the basis of the received data for risks and events, the construction of a
range of frequencies for the quantitative assessment of risks. In this way, it is
determined which of the currently active risks has the greatest destructive effect. The
cumulative effect of the influence of the risk group is also taken into account.

Risk assessment through a system of quantitative indicators allows minimizing
(in some cases, optimizing) only the general costs of attracting resources to various
reserve or compensation funds. The results of the study of the practices of a number
of companies in the financial and non-financial sectors allow us to suggest that
destructive risks cannot be accurately quantified, because information about them is
mainly probabilistic in nature and, taking into account the insufficient integration of
specialized information and computing systems, remains inaccessible to the majority
of business entities objects [5].

In our opinion, a dynamic approach to research as a basic principle allows us to
consider risk as a form of uncertainty of the result, which is connected, as mentioned
above, with a special type of economic activity - entrepreneurship.
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It is necessary to highlight the specific characteristics of risks, the
corresponding properties of equifinal:

- hierarchy (supremacy and significance of some risks over others in the
general risk flow);

- complexity (the ability of disparate risks to combine, integrate, complement,
strengthen, or compensate for the impact on the object).

In conditions where the methods of identifying, analyzing and managing risks
do not give the expected result, since the risks have "adapted" to countermeasure
systems, it is suggested to improve existing or create new forms of impact on risk,
mainly through changing the existing or forming a new active environment ( both
internal and external), as well as through the configuration of factors (architecture) of
this environment. This is due to the fact that the nature of risk generation and the
environment of its existence are constantly changing - the risk becomes more
complicated, acquires new characteristics, including under the influence of man-made
factors.

It is proposed to define a principled management position: in order for risk
management to become economically justified and effective, it is necessary to be
involved in this work at the early stages of risk initiation, before the development of
risk events. Management and responsible employees responsible for internal control
should improve their skills in timely detection, classification and assessment of
alternative risk components - opportunities.The importance of such measures lies in
the ability to achieve the maximum effect from the implementation of the function of
internal control and risk management in economic, organizational, strategic and other
aspects due to competent scientifically based risk administration.

It is suggested that the stated need be updated as much as possible and offered
in the form of a direct call for active counteraction to existing threats. Risk
management, based on formal work principles and widespread but outdated
management methods, shows its insufficient effectiveness in modern conditions, and
in order to maintain the competitiveness of enterprises and industries, it is necessary
to carry out comprehensive management of the risk protection system, implementing
dynamic methods, develop and improve the appropriate tools. First of all, due to the
use of advanced and promising management technologies and the development of
specific competencies of units that implement the functions of internal audit, control
and risk management.

The multi-level structure of enterprise risk management, as a result of the
development of the risk management system into new, more advanced forms, is
increasingly used in the organization of the activities of modern companies and
enterprises that seek to occupy high competitive positions in their business segments.
The presence of a developed and mature risk management system allows you to avoid
catastrophic consequences when realizing the risk of unfriendly mergers and
acquisitions, as it provides for the mandatory implementation of special procedures
for the analysis and assessment of such risks and proposals to the top management for
ways to solve the identified problems and further control the results of anti-risk
measures .
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The degree of risk determines the probability of a certain scenario of the
development of events. Quantitatively, the degree of risk is determined by a
subjective assessment of the probable or expected value of the maximum and
minimum income (loss) from the invested capital. At the same time, the greater the
range between the maximum and minimum income (loss) with equal probability of
their receipt, the higher the degree of risk. The uncertainty of the situation determines
the factor of chance. Randomness is something that happens unevenly under similar
conditions, so it cannot be predicted and predicted in advance. However, with a large
number of observations of cases, it can be found that there are certain patterns in the
world of cases. The mathematical apparatus for their study is provided by the theory
of probability. Risk has a mathematically expressed probability that losses will
occur.Relying on statistical data, it is possible to quantify with a high degree of
accuracy the amount of risk, all possible consequences of any individual action and
the probability of the consequences themselves.

The study of the problems of implementation and improvement of the dynamic
model of enterprise risk management showed that the modern dynamic approach to
risk management can be divided into two strategic directions that form the
corresponding methods - passive dynamic and active dynamic.

The passive method of risk management involves responding to risk and
organizing risk management processes as an object in real time, using modern tools
and technical means.

The active method is more scientific and more progressive - here it is
impossible to add forces and means that affect not the risk, but the environment and
conditions of the formation and active influence of the risk, on the factors that
generate threats and prospects. In this case, it is necessary to focus on the innovative
approach of understanding and perceiving risk as a natural element. At the same time,
risk is considered not only as an economic concept, but as a complex cybernetic
(biomechanical) system that has signs of intelligence [5].

Note that the concept of active behavior in risk management is based on an
accurate, balanced and generally optimistic assessment of prospects. Adherence to
this concept of enterprise risk management requires, according to the theory of
quality, large resource capabilities (intellectual and material), more advanced
administrative tools and more effective procedures - in comparison with a traditional,
generally accepted program.It is necessary to develop the risk management
capabilities of the enterprise to promptly respond to changes in the risk flow and
minimize the consequences that suddenly arise and intensively develop risks, which
In turn necessitates the introduction of dynamic assessment and management tools
into risk management practice. The priority should be active countermeasures aimed
at eliminating undesirable results, changing the state of the active environment and
the conditions for the emergence and development of the most unfavorable factors of
potential dangers (threats), preventing the realization of extreme forms of negative
Impact of those phenomena that were not or could not be taken into account in
advance attention In special cases, it is allowed to deliberately provoke the realization
of the threat in a time period, scope and scale acceptable to the risk owner. This will
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allow, for example, to reduce the consequences of uncontrolled risk growth in
conditions of insufficient compensatory reserves with a steady tendency of risk
accumulation.

When developing a risk mitigation program, it is suggested to emphasize the
understanding that adaptive dynamic risk management should be implemented as a
continuous process aimed at actively dampening the destructive impact of risks,
while simultaneously supporting and strengthening the motivating aspects of risk.

The development of information technologies determines new opportunities for
the implementation of the risk management system: minimizing the consequences of
threats, organizing new (active) business processes; the use of current and
prospective risk situations to increase entrepreneurial income. These opportunities are
consolidated into a modernized concept of integrated risk management, which is
based on the following principles [5]:

- a holistic study of the enterprise's risk landscape,

- identification of the current risk profile as a single complex,

- management of this complex using an improved general corporate strategy.

Adhering to these principles, the integration of risk management into the
management system of the enterprise should be focused on managing the overall risk
of the enterprise, and not on each type or type of risk separately.

The general principle of aggregate risk management in this case can be
borrowed from the practice of comprehensive insurance. The economic sense is that
protection against the aggregate risk is always cheaper than the sum insured for the
risks separately, even when private insurance premiums (risk fees) are more
acceptable from an actuarial (mathematical) point of view.However, this is true only
in relation to probabilistic risks and on the condition that there are even minimal
statistics on the events for which the insurance was carried out.

It is obvious that not all risks affecting enterprises are probabilistic. The
complexity of risk assessment and management lies in the fact that events that
develop under the influence of many risk factors of different types are explained by
the theory of probability better (more adequately) than events associated with
individual risks, the uniqueness of which does not allow to collect and systematize
them statistics

Thus, influencing a separate private risk or a group of risks similar in certain
parameters, it is possible artificially - virtually or in fact to create (configure) a new,
specific, controlled in dynamics, space and time, and therefore maximally controlled,
risk.

An artificially created and controlled risk in given conditions allows to
influence another, already existing for the enterprise - actual risk, actively changing
its qualitative and quantitative characteristics. By editing the existing aggregate risk
in this way, it is possible to purposefully increase (strengthen) some private risks that
affect the processes and business elements of the enterprise in the direction required
by the enterprise. In this way, the controlled development of a risk event is carried
out in comfortable and predictable values of place, time, action, quantitative and
qualitative characteristics.
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Taking into account the degree of integration of the risk management
subsystem into the management of the enterprise, we get a positive effect -
countering and minimizing more complex, from the point of view of manageability
and economic consequences, risks due to the movement of the risk flow into a
controlled channel or the realization of the risk in acceptable, calculated values that
are safe for financial sustainability of the enterprise, excluding dangerous cumulation
of consequences. The cost of risk management in this case will be more affordable
than if each risk were managed separately.

The level of losses from the impact of risks at the enterprise depends on the
"maturity” (level of personal and general competencies, compliance with the
enterprise's development policy, etc.) of risk management. Strengthening the role and
place of risk management in the enterprise's business processes leads simultaneously
to its increase in price within the budgets of the company itself and to the reduction
of losses, thanks to the development of the risk prevention and response system. This
is fair and acceptable, provided that risk management is carried out qualitatively.
However, this dependence is not so unambiguous and straightforward [2].

If we continue to intensively increase efforts in the direction of expanding the
risk management function, then at some conditional level, the aggregate costs and the
total costs of management will reach a minimum, and at a certain moment will begin
to grow again. This is caused by the fact that after the selection and working out of
the influence of the main risk factors and active types of risk that form the greatest
loss, further influence on the nuances and insignificant aspects of the risk becomes
more and more expensive from a financial and organizational point of view.Here it is
appropriate to mention the Pareto law in its interpretation that ... 20% of the right
efforts bring 80% of the total positive results.”

At a certain stage, losses (costs) reach some conditional peak level, which is
explained by purely technological reasons, and cannot be reduced by the risk
management methods available to the management of the enterprise. Risk
management is forced to ask the business owner - the risk owner about the need to
switch to another technology with a lower level of losses, in accordance with the laws
of stability (homeostasis), but for this it is necessary to completely modernize the risk
management system, equipping it with a perfect toolkit with elements of self-
regulation and adaptability, that is, to build an intelligent system of active risk
countermeasures.

So, in our opinion, the most common methods of quantitative risk assessment
are statistical, the method of expert assessments, calculation-analytical, normative,
the method of cost feasibility analysis, the "decision tree" method, analog, sensitivity
(vulnerability) analysis, scenario analysis, the simulation method modeling, risk
analysis of possible losses.

We note that the above methods of risk assessment using objective probability,
which are based on the use of the laws of distribution of random variables, although
they are quite well developed from a mathematical point of view, but, in our opinion,
the possibility of their application for assessing the risks of the enterprise's activities
Is quite limitedThus, the normal law of probability distribution assumes the
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homogeneity of the sample, ensuring the independence of random events and the
assumption that "under the same conditions, the occurrence (non-occurrence) of an
event in the future will follow the same trends as in the past"” [1]. In the context of an
enterprise as an open socio-economic system that functions in close relationship with
the external environment and dynamically changes over time, it is quite difficult, and
in most cases, completely impossible, to ensure the fulfillment of these prerequisites
even in terms of assessing certain types of risks. That is why, in our opinion,
subjective probability, which is based on the degree of confidence of a person making
a management decision regarding the probability of a particular statement, is more
suitable for use in assessing the risks of the company's activity.

In the future, if we continue at the same pace to increase efforts to control
aggregate losses and costs under the influence of aggregate risk, at a certain stage of
increased control and requirements for appropriate reporting, the employees of the
enterprise will begin to react extremely negatively to the strict, authoritarian rules
established in the enterprise and will become either leave him or sabotage the work.
The process of risk management at the enterprise is shown in fig. 1.
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Fig. 1. Risk management process at the enterprise

On the basis of a logical and intuitive analysis of the scenarios of the
development of the situation, we formulate a conclusion about the need for periodic
adjustment of the risk management strategy: excessive risk management contains the
risk of an economic and reputational nature. Excessive management of one risk
causes the emergence or activation and development of another. This effect can be
conditionally associated with mimicry or risk adaptation to current conditions.

Based on this, it seems possible to use the revealed effect in a positive way -
using modern technologies of programming, computer and creative modeling, it is
possible to configure, and in the future - to artificially cause (“provoke") the
realization of one risk - in all aspects the company is satisfied. Due to this, it is
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possible to partially or completely prevent the realization of another risk or to change
the characteristics of a risk that has a high potential for danger, but which is beyond
the management horizon. Thus, it is necessary to improve approaches to
understanding dynamic risk and consider it not only as a fact, the source of the
formation of some local event, but as an intellectual system capable of adapting to
external and internal conditions, responding to active influence, actively forming and
editing its own living environment.

Risk management in a modern enterprise should not be carried out in a
fragmented way, but should be comprehensive in nature. For this, a comprehensive
risk management system should be created. The concept of forming a risk
management mechanism in the financial and economic security system of the
enterprise.The concept can be used as a template, as a set of basic measures aimed at
assessing and managing enterprise risks, however, this method will be valid for
managing static and forecasted (serial) risks. A positive feature of such management
Is its universality for any enterprises.

Dynamic risk management should be carried out differently - assessment and
management mechanisms should be configured not to suppress the destructive effect
of risks (impact on risk), but to actively manage the process of formation and
development of risks into a certain event with calculated consequences [2]. In this
way, the horizon of risk management is expanded from a tactical or strategic level to
a combined, mixed one. At the same time, it is necessary to take into account the
individual risk profile of the enterprise.

The economic system of modern Ukraine is characterized by risks that, firstly,
are extremely specific, and secondly, they are higher than the level that could be if
the economy was managed more consistently. However, in our opinion, there are
advantages in this - non-standard approaches to solving urgent tasks allow us to find
new solutions, including in risk management. The increase in risks is characteristic
not only for Ukraine: objectively, it is a worldwide trend associated with the
complication of economic operations, the acceleration of business processes, and the
development of technological and information systems.The main reasons for these
changes are increased volatility of prices for various types of raw materials and
products, globalization of markets, increased competition, excessive legislative
initiatives in the field of economy, strengthening of the regulatory function of the
state with simultaneous suppression of the ability to self-regulate production and
economic systems, companies and enterprises of various branches. The availability of
information flows and databases and their associated vulnerability, functional and
structural complexity of technical systems leads to an increase in specific risks to the
security of personal data, including financial and personal data.

The study of the risk profile of various companies in the manufacturing, non-
financial and financial sectors allows us to formulate an assumption that the problem
Is not simply an increase in risk categories, but that in recent history risk, as a set of
destructive factors, is actively changing [3]. Note that risk factors are transformed
mainly in two directions: evolve into a more complex system with a clearly organized
hierarchy or degrade - mutate, adapting to the conditions of the external and internal
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environment, in the other case - mimic, smoothing out characteristic features. In most
of the cases studied, such transformations outpace the development of means of
detection, identification and response to risk. It was also found that the risk
landscapes of enterprises and organizations, service companies in modern conditions
are becoming larger, and fluctuations (variability, turbulence) of risks are more
dynamic. This manifests itself mainly in the constant mixing, the transition of risk
factors from one type to another, in which the edges of the acceptable understanding
of types of risks become thinner, their identification and assessment become more
difficult. These trends force the management responsible for risk management to
review the risk policy and periodically update (modernize) the risk management
system at enterprises.

At a certain level of maturity of the company's management, checking the
technical system for reliability is reduced, as a rule, to the assessment of the
probability of error-free operation with the already established structure and
functioning algorithms.The variations are reduced to the duplication (quite often - to
multiple redundancy) of individual nodes and the creation of the necessary
redundancy. In the process of development of technical and information systems, it
became clear that the level of reliability (non-failure) must be established from the
very beginning, and then the organizational and production structure itself will take
on a different form with developed cross-connections and a minimum margin of
redundancy. Further improvement of the control system will make it possible to
create a self-adjusting (adaptive) system, ensuring the necessary system reliability
even in the presence of insufficiently reliable elements [3].

Following the specified logic, it can be expected that if the level of self-
improvement and technical support is maintained at the same pace (dynamics), the
control processes will significantly reduce the time of reaction (reaction) to risk,
thereby minimizing losses. So, in the future, it is possible to lay down increased
protection against threats at a sufficient level already at the stage of a business idea
(including an algorithm for using the chance for additional entrepreneurial income)
and gradually creating the most risk-free system due to self-organization and
adaptation.

As one of the tools of risk research, it is possible to choose a classification
method.The classification of economic risks is based on the principles of the market
economy, which trace the dependence of the final economic result on the level of
uncertainty:

- freedom of consumer choice and behavior (consumer risks);

- freedom of choice of professional activity (risks of professional activity);

- freedom of entrepreneurship (entrepreneurial risks);

- rational behavior of all market participants, i.e. their desire to optimize their
profit;

- mandatory periodic diversification. Business entities that ignore this principle
will necessarily at a certain point in time be faced with a choice: go bankrupt and
leave the business or try to sacrifice a part of it in order not to lose everything;

- careful attitude to the environment, introduction of new conservation
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technologies, and effective use of available resources in conditions of ever-increasing
deficit - limitation and availability without causing significant damage to third
parties, while maintaining a positive economic effect.

We will classify risks according to the following criteria (classification
features): environment of formation, conditions and causes of occurrence; functional
types and branches of entrepreneurship - geography of distribution and scale;
sequence of problem solving; temporary factors, the possibility of arbitrage, that is,
transfer and / or sale (insurance, hedging, an acceptable level of admissibility (risk
appetite), as these characteristics have pronounced dynamic properties and
correspond to the tasks solved in the dissertation. This is due to the fact that that the
main emphasis of the research work is aimed at studying the dynamic characteristics
of risks of enterprises of science-intensive industries and economy.

For each category of risk, it is necessary to develop a toolkit - a set of response
and management methods [4]. Depending on the possible outcome (risk event) and
the degree of control, we will divide risks into two main groups: pure and
speculative. In each group, we will distinguish subgroups: inherent risk and residual
risk. Let's assume that working with these categories of risks will allow competently
organized management of the company to receive additional acquisitions - tangible
and intangible goods, which with skillful further distribution can become the basis for
the formation of an already quite tangible economic income.

Based on the results of the analysis of the researched theoretical base and in
accordance with today's realities, an improved method of risk assessment is proposed
according to the degree of impact, nature of origin and habitat, we will distinguish the
following categories of risks: minor, significant, critical and catastrophic (table 1).

Table 1
Ranking of risks by probability and significance

Rating Probability Impact

(Minor type A)

0-5%

The risk is practically impossible Minimal losses.
Minimal deviations from plans and processes.
Instant recovery

(Minor type B)

6-20%

The emergence of risk is weak Small losses.
Deviations from plans and processes. Minimal
impact on reputation. Low recovery cos

Significant

21-50%

Possibility of risk Significant loss of time and
resources. Significant impact on processes.
Long-term effect of risk realization. The cost of
recovery is high

Critical

51-80%

The probability of risk is high Significant losses.
Critical impact on the cost of products and
services, quality and reputation. Recovery is
expensive and long-term

Catastrophic

> 81%

The risk is inevitable Heavy losses. Catastrophic
impact on economic activity, reputation,
financial stability. Expensive, long-term recovery,
(in the most difficult cases - recovery is

impossible).
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The proposed possibility of ranking risks allows the risk management of
enterprises to form a toolkit of risk assessment and management depending on the
following dynamic conditions: if it is impossible to fully manage risk as a
phenomenon, avoiding the development of catastrophic consequences ensures the
support of indicators, which leads to risk within controlled value limits, most often,
according to level of influence and other characteristics. From this it follows that the
risk itself does not have a destructive effect, in the conditions of a risk event, which
develops with the cooperation of several factors. The most significant from a
dynamic point of view are the factors of place, time, and action.

Thus, it seems possible to assess risk from the point of view of dynamics as
follows: if the place and type of risk are known, but the time of its realization is not
precisely determined - the risk is in the zone of "relative comfort”, if the reporting
time factor is reflected - the risk moves into the stage of events and develops
intensively, ultimately leading to threatening consequences for enterprises. So it can
be attributed to other essential factors - place and actions. When the influence of one
of the factors increases or decreases, there is a change in the dynamics of the
formation of a risk event and the "safety level” of a certain risk.

By directly or indirectly influencing the factors of place, time and action, and
their production, it is possible to actively control and edit the course of the main
economic processes and maintain the risk within acceptable parameters for
enterprises [6].Risk management, as an important task of controlling the development
and imitation of negative external and internal factors and triggers, requires
concentration and strengthening of the entire organizational structure and each
enterprise. Accordingly, the task of risk management based on dynamic principles
can be defined as a continuous process of development and implementation of
consolidated and concentrated management solutions, the implementation of which
has a positive effect on a wide range of impacts of accidental or malicious events, as
well as disrupting the stability and management of enterprises. At the same time,
outstanding proposals related to risk management should have lower economic
efficiency than other invested (assets, production, marketing) enterprises.

As mentioned above, there are several standards in the field of risk
management and various practical guidelines are used, but the universality of these
methodological tools is limited, at best, to a particular manufacture or a narrow
segment of the economy.

Studies have shown that top managers, senior and mid-level managers are fully
aware of risk management as a process of choosing new products of activity, the level
of riskiness and allocation of resources (*'response to risk™) in economic activity is
not an invariable part of the single process of increasing revenues, competitiveness
and survival rates.

Thus, the very concept of risk management is transformed in new conditions
against the background of new challenges.Risk management at the level of business
authority (risk-holder) and senior executive management (risk-management) is
manifested as the distribution of responsibility for the result at all levels of decision-
making and implementation. The policy, planning and management structure of the
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enterprise, which includes the implementation of enterprise risk management
functions, are formed only by the top management of firms (board of directors).

The practical solution of tasks for the assessment, management and control of
enterprise risks, purposefully begins with the definition of the main elements of
management: subject, object and mechanism. The subject of risk management at the
enterprise is the company's management [6]. The structure and form of organization
of the company's management system depends on the solved strategic tasks and types
of production and economic activity.

It is proposed to include a subprogram of protection against fatal risks - the
effects of destructive factors that are capable of forming conditions, threatening the
continued existence of firms, as part of the category of critically important corporate
management tasks within the framework of risk management. For example, it may be
the risk of bankruptcy associated with the impossibility of attracting investments.

For most enterprises, the physical impossibility of fulfilling the obligations of
managers, owners (shareholders), too long a period of downtime, forced freezing of
business, image materials and many other things can be the cause of a dangerous risk
factor. If the management of the enterprise does not provide the problem of
protection of this category of risks, the results of the implementation of even one of
them made all the latest risk management activities meaningless.

As an object of management within the framework of dynamic risk
management, we will accept a set of measures and activities for assessing and
managing enterprise risk (internal audit, control, risk management).

The subject of management is the development and improvement of
opportunities for the configuration of risk factors in special forms that correspond as
much as possible to the level of maturity of the management and the risk appetite of
the enterprise.

We highlight that the most significant problems of the effectiveness of risk
management within the framework of a dynamic risk-oriented approach to enterprise
management are related to the processes of organizing enterprise risk management as
an element of general management. We should especially note that these problems
are exacerbated in the conditions of crisis phenomena and are actualized in the
qualitative tasks of enterprise management.Taking a risk-oriented approach to risk
management as a basis, in the future we will observe an increase in the number of
identified risk factors. In the process of analysis and assessment using progressive
approaches and tools, a greater number of static and dynamic characteristics and
signs of threats and opportunities are identified, on the basis of which the risk
management complex is modernized and thus the additional effect of active dynamic
risk management of the enterprise is manifested.

In order to successfully solve current and strategic tasks, it is necessary to
develop personal risk management qualities at enterprises - risk administration and
risk arbitration. When developing management programs through risk arbitration, it is
necessary to determine the key, most significant risk factors, in connection with
which work on assessment and management will be carried out in the future [1].

The highlighted features of risk formation and risk development are proposed
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to be taken into account when developing proposals for improving risk management
methods. Thus, to manage risk within defined limits and proportions, dynamic
methods of configuration (or modeling, if the risk is created artificially) should be
used, purposefully reducing it to destructive or motivating factors, as well as through
editing the active environment of its existence.

As it was mentioned above, risk is perceived by the participants of economic
activity mainly as a purely negative concept, the business community gives mostly
pessimistic assessments regarding the nature of the emergence and the environment
of active existence of the risk itself.

At the current stage of development, the world economy is in a permanent
process of structural, qualitative and quantitative changes. It is obvious that under
these conditions the spiral of development periodically changes its vector "from
upward to downward" and vice versa, global processes are accompanied by the
development of crisis phenomena - revival, upswings, stagnation, recessions,
depression, which are clearly characterized as risks [5].

The need to review the attitude to risk, to models and methods of risk
management, which were formed in the process of primary analysis of problematic
situations that appeared and critically affect the processes of economic, industrial,
scientific and research activity, was updated. At the same time, the relationship
between changes in the main flows of redistribution of assets, free cash (liquidity)
and changes in the value of business and the amount of profit received by the
enterprise is traced. Thus, from the point of view of dynamics, it is assumed that the
flows of free liquidity and the size of the increase in the volume of generated profit
for the enterprise should be oriented towards compliance with the ratio in the triad
"growth - risk - income".We formulate the assumption that the task of risk
management as part of the process of choosing new areas of activity, determining the
working levels of riskiness and the efficiency of resource allocation (as "feedback on
risks™) in economic and economic activity is integral and of primary importance.
This, in turn, determines additional tasks: firstly, transformation and improvement of
the internal management system, secondly, increasing competitiveness, thirdly,
economic efficiency. Let's clarify that this understanding is also not enough, since the
very concept of management is transformed, taking on the appearance of a supertask
based on elements of creativity.

In these conditions, it is necessary to pay special attention to the formation of a
creative (creative) management model. In the future, such a model should become a
mandatory element of the complex of assessment, analysis and risk management of
enterprises of various segments of economic activity. In order for this complex to
work as efficiently as possible, the top and executive management of the enterprise
must significantly revise the program for the standardization of risk management
activities.

We note that risk management from the standpoint of enterprise management
is, first of all, responsibility for the result at all levels of decision-making. The
corresponding philosophy, policies, planning procedures, structure and risk
management models must be developed under the control of the top management of
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the enterprise in order to respect the rights and protect the interests of shareholders
and beneficiaries.In the development of proposals for the formation of policy and risk
strategy, the results of the activities of specialists who work in the field of risks -
auditors, controllers, risk managers - are accepted.

Risk management in the corporate sector requires the presence of an important
element in the management system - coordinated leadership at all levels of the
organization. The modern management structure with an integrated risk management
system consists of three functional lines. First of all, it is the Board of Directors, then
the executive committee, the next link is the business unit general managers,
functional experts and specialists, and also line managers, or otherwise, key
supervisors and office (key supervisors and staff) [4]. A specialized corporate risk
management group is responsible for forming a risk policy and drawing up a risk
strategy in the organization.

The company's strategy should be based on defining and providing long-term
goals, on comprehensive assessments of the uncertainty of the economic and
economic situation in a separate segment or in the subject's economy as a whole, on
effective and progressive methods of progressive achievement of such goals over a
long period of time.

It seems possible to claim that the risk management strategy is both the science
and the art of enterprise risk management. Strategy can be implemented "as a plan, as
a principle of behavior, as a position™ [2]. In any variant of choosing a strategy, the
analysis of the external and internal environment, the preparation of alternatives and
the selection of the best of them according to the chosen criterion are preceded.

The risk management strategy is determined by management - the management
of the enterprise (firms, business units, etc.). Risk management is carried out within
the framework of a single strategy and is aimed at solving two main tasks:

- creation of additional capital or new shareholder value ("quantitative™);

- "quality", aimed at preserving the company's highest values. Accordingly,
certain resources of the enterprise should be directed to the solution of these
problems.

The essence of the problem is as follows: how to place the emphasis between
the two specified tasks and how to divide the share of the company's general
resources for solving the tasks as a whole, and within the tasks - for tactical issues of
risk management (so-called "subtasks").Let's formulate the questions that form the
problem of effective management of the enterprise:

- what affects task priorities?

- which in the meaningful sense of the strategy must be followed?

- what is the basis of decision-making?

Conceptually, the process of enterprise risk management is practically identical
to the process of managing the enterprise (business) itself. That is, the proposed risk
management algorithm necessarily includes the definition of goals and objectives,
resource provision, planning, implementation, subsequent collection and processing
of information, risk forecasting by nominations (“"mechanisms" of manifestation),
measurement of the main characteristics of the beneficial effect, as well as the scope
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and possibilities of manifestation risk in one form or another, i.e. control and
monitoring [7].

The advantage of this scheme is modularity, that is, the possibility of adding
elements - tools, methods aimed at increasing the efficiency of each stage of
development, implementation and control of management decisions, as well as the
exclusion of certain irrelevant procedures from the processes.

On the basis of a comparison of current results with forecast ones, the subject's
attitude to risk is determined, finding out his personal preferences according to the
criteria of “gains - opportunities - losses", reactions are generated (the practice of
responding is analyzed - both positive and negative) to possible development options
risky processes (in different periods of time), or individual "hurricane™ (instant, with
high accumulation of losses) risks.The data obtained at this stage will be used in the
future in solving the practical task of risk management - the development and
implementation of measures to improve the efficiency and safety of the main (in
some cases, additional, related) activities of the enterprise with a sufficient level of
ability and the possibility of preventing, reducing or compensating losses .

Let's distinguish the feature of dynamic risks from static risks, which is that the
latter can appear and develop, as a rule, only once during the life of a particular
project or enterprise as a whole. Dynamic risks can predictably manifest themselves
repeatedly, constantly adapting to the environment and conditions of their existence,
under the influence of countermeasures, and affect the market position of the
enterprise and its business reputation.

The result of the risk, in particular, is default - the inability to meet financial
obligations. In order to avoid the manifestation of dynamic risks of violation of the
financial stability of enterprises, it is suggested to apply the following methods of
default prevention [5, 6]:

- timely and periodic revaluation of assets at market value;

- securing obligations (including through collateral transactions);

- reserving funds to cover losses;

- diversification of the portfolio of orders;

- offsetting of counterclaims;

- insurance;

- securitization of debt obligations;

- hedging using credit derivative instruments (derivatives).

Among the most significant for enterprises are investment risks that can affect
economic and financial operations when investing funds with the aim of obtaining
future profits from the sale of products, large-scale infrastructure projects.

Adhering to this view of the nature of risk, we formulate the assumption that
any risk can be favorable where and when the level of threat (loss) is comparable to
the level of benefit (income).

For successful risk management, it is necessary to take into account both
alternative risk assessments (both conservative and progressive - creative). It is
recommended to use the method of internal evaluations as a base when developing
risk management tools. Thus, the clarification of the task of risk management of the
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enterprise will consist in ensuring the guaranteed preservation and growth of the
value of the enterprise due to the mandatory and constant consideration of the most
possible risks (management according to “pessimistic assessments” of risk), further
assessment and control of the mandatory desire to take advantage potential benefits
embedded in the nature of risks (management based on "optimistic estimates” of
risk).
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Summary. The planning of internal audit activities affects the achievement of
the goal (mission) and goals of internal audit, the performance of specified tasks and
functions by the internal audit unit. The main tasks of the internal audit unit are to
provide the head of the institution with objective and independent conclusions and
recommendations that help improve the efficiency and effectiveness of the internal
control system, including risk management processes, improving the management
system.
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At the same time, the internal audit unit should not aim to evaluate the entire
internal control system, since internal audit resources are limited and do not allow to
simultaneously cover all audit objects with research, and therefore they should be
directed to the areas of activity that are the most important and relevant for effective
management of the state bodly.

The selection of important and relevant audit objects by the internal audit unit
and prioritization of their research is a process of risk-oriented planning of internal
audit activities.

The process of risk-oriented planning of internal audit activities should begin
with the study of the activities of the state body. Knowledge of the strategy
(priorities) and objectives of the state body's activity is necessary for the internal
audit unit to clearly understand important and relevant areas (directions) of activity,
the correctness of forming an opinion about the risks in the state body's activities and,
in general, to determine a successful audit approach, the necessary resources for
internal audits. The article highlights the results of a study devoted to new
requirements to quality management in auditing firms, resulting from the
enforcement of the new standards: ISQM 1 “Quality Management”, ISQM 2
“Engagement Quality Reviews”, andthe revisedISA 220 “Quality Management for an
Audit of Financial Statements”. The design of a quality management system at firm
level is considered in ISQM 1, including building up an organization system for
management of audit quality, creating the essential conditions for performing audits.
This standard will be enforced in place of the existing ISQC 1“Quality Control for
Firms that Perform Audits and Reviews of Financial Statements, and Other
Assurance and Related Services Engagements”. ISQM 2 “Engagement Quality
Reviews” specifies the requirements to reviewers of the quality of performed audit
engagements. A quality reviewer is required to have knowledge and understanding of
professional standards, current legal and normative acts, and understanding of firm’s
policies or procedures used in the process of engagement performance; knowledge of
the industry of a company to which audit services on engagement performance were
provided; the professional experience in evaluations of scopes and complexity of the
performed engagements, the professional qualification for quality evaluations of the
engagement performance, including the firm’s obligation for providing this
qualification. The abovementioned requirements cause the need in additional studies
aimed at elaborating new schemes for actions and inclusion of engagements in job
descriptions of quality reviewers.

Keywords: auditing, quality, quality management, audit engagement, quality
control of audit performance, auditing firm.

Defining the scope of the audit is the starting point for developing an internal
audit activity plan. The audit space is a simple way of defining everything, or a set of
everything, that can be investigated separately during an internal audit.

The term "audit space" refers to the general scope of the internal audit function,
the set of audit objects, as well as enterprises, institutions and organizations that may
be subject to internal audits.
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The audit space should define and describe the audit objects that can be
separately investigated during the internal audit (directions (fields) of the institution's
activities or their parts, budget programs, administrative services, control and
supervisory functions, general and functional processes, systems, etc., structural
subdivisions of the state body and enterprises, institutions and organizations that
belong to the sphere of its management, on which internal audits are carried out).

When determining the scope of the audit, it should be borne in mind that the
audit objects should have such a scale that the internal audit of the audit object is 1)
appropriate and 2) qualitative and effective (that is, the audit object should not be too
large and too small). For example, the internal control system is designated as an
audit object by individual internal audit units in the audit space.At the same time, the
internal control system consists of policies, rules and measures implemented by the
head of the institution, which ensure the functioning, interconnection and support of
all elements of internal control and are aimed at achieving the defined goals
(missions), strategic and other goals, tasks, plans and requirements for activities of
the institution (clause 1 of the Basic principles of internal control). Carrying out an
internal audit in relation to such an audit object will be too expensive for the internal
audit department - in terms of time and labor costs and in general it may not give the
expected results from the internal audit. Examples of the definition and formulation
of audit objects are given in Appendix 1.

The distribution of audit objects in the audit space should be carried out in
accordance with the organizational structure and subordination - central, regional or
district level (top-down) (vertical distribution), as well as in accordance with the
functional aspect of the activity of the state body, enterprises, institutions and
organizations that belong to the sphere of its management (horizontal distribution).

Currently, most internal audit departments widely use vertical division when
defining the audit space. This approach to defining the audit space is always the most
convenient, but it may not be the most effective way to define audit objects.
Therefore, it is important to divide the audit space also according to the horizontal
principle, which is based on the directions (spheres) of the institution's activities,
tasks, functions or processes defined by legislation.For example, management or
accounting systems have an impact on the activities of all structural subdivisions of
the state body, institutions/enterprises/organizations subordinate to it. Such audit
objects can represent the greatest risk to several processes (functions, programs,
systems, etc.), therefore should be investigated using a horizontal approach.

Taking into account the specifics of the activity of the state body, the head of
the internal audit unit independently decides what the structure of the audit space will
be. At the same time, it is advisable to divide audit objects in the audit space into the
following categories:

« functional processes — specific processes that are characteristic only for
relevant state bodies (for example, in the field of road management, the scope of the
audit may include the process of construction, reconstruction, repair and maintenance
of highways or the process of issuing permits for the placement, construction of
structures, road objects service, gas stations, laying engineering networks). In
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contrast to general processes, functional processes may not cover the activities of all
enterprises, institutions and organizations that belong to the management sphere of a
state body, but may be implemented only in some of them;

» general processes — standard processes inherent in the activities of each
institution (for example, public procurement, accounting and financial reporting,
management of state-owned objects, capital construction, IT systems, personnel
management);

+ organizational structure (for example, structural units of the institution -
directorates, departments, management, departments, sectors, individual officials);

* location (enterprises, institutions, organizations of the central, regional or
district levels).

The following documentary sources of information are used to divide the audit
space by categories, in particular:

* legislative and normative legal acts regulating the activities of state bodies, as
well as institutions, enterprises, organizations that belong to the sphere of its
management. Tasks and functions, rights and obligations, legal status and
subordination are defined in such documents;

 strategic and operational plans (annual, half-yearly, quarterly), which
describe the purpose (mission) and strategic goals (priorities) of the activity of the
state body, tasks and measures for their implementation, final results (indicators) of
task performance, responsible executors (co-executors) are determined );

« internal documents of the institution (organizational structure, regulations on
structural subdivisions, job instructions, relevant orders and regulations). Such
documents contain a list of structural subdivisions, the powers and responsibilities
(accountability) of management and employees are defined, the distribution of
powers and responsibilities (accountability), their consolidation by executors (co-
executors), the procedure for compiling and submitting reports on activity results,
including performance indicators for achievement set tasks, levels, forms and terms
of reporting, procedures for planning, organization, implementation of individual
processes are defined;

* passports of budget programs, financial plans of state enterprises, reporting
(annual and periodic financial, other non-financial reporting), which contain
performance indicators of institutions/enterprises;

« audit reports of the internal audit unit and acts/reports of external control
bodies, which contain information on the shortcomings of the internal control system
and the facts of violations, as well as the provided conclusions and
recommendations/mandatory requirements.

The study of documents contributes to the proper understanding of the
activities of the state body, the establishment of the relationship between functions
and processes, their connection with structural divisions/enterprises, institutions,
organizations responsible for the implementation of the relevant functions/processes,
affects the correct definition of audit objects and in general on the effectiveness of the
internal audit activity planning process. The processing of such documents will help
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the internal audit unit to identify changes in the audit space and conduct a
comprehensive assessment and update of all audit objects included in the audit space.

As part of determining the scope of the audit, it is advisable to conduct an
interview with the head of the institution and consultations with the persons
responsible for the activity in order to express their opinion on the completeness of
the areas of activity, functions or processes determined by the internal audit unit, as
well as the control measures and the internal control system in general in the
institution .

The next step after defining the scope of the audit is the identification of risks.
The goal of this stage is for employees of the internal audit unit to achieve a deep
understanding of risks in the institution's activities.

When planning internal audit activities, the internal audit unit takes into
account the risk management system - the activities of the management and
employees of the institution to identify risks, carry out their assessment, determine
ways to respond to identified and assessed risks, review identified and assessed risks
to identify new and those that have undergone changes (the third paragraph of Clause
5 of the Basic Principles of Internal Control).In cases where risk management
activities have been implemented in the institution in accordance with the Basic
principles of internal control, the internal audit unit during the planning of internal
audit activities should:

 investigate the availability of internal documents that regulate risk
management activities and compliance with the requirements of these documents by
the management and employees of the institution, as well as the timeliness of
providing information on risk management to the management and employees of the
institution;

* to analyze the risk registers formed by the persons responsible for the activity
in order to understand the risks, to investigate the completeness of the detection of
risks by the persons responsible for the activity;

* to analyze which risks were classified by the persons responsible for the
activity, the methods of responding to risks chosen by them, to assess the coincidence
of the chosen methods of responding to risks with the judgment of internal auditors;

» find out the acceptable level of risk1 by the management of the institution (by
conducting an interview with the senior management of the institution), investigate
what control measures were implemented by the persons responsible for the activity
to reduce risks, assess their sufficiency (in the opinion of internal auditors) - to what
level the measures controls ensure the reduction of residual risks2 and how the
residual risks are correlated with the acceptable level of risk;

» analyze the effectiveness of the implemented by those responsible for the
activityurrentlyuses by persons of control measures to reduce risks from the point of
view of their impact on residual risks. The analysis should use information obtained
both from external sources and information available in the internal audit unit;

* identify risks and residual risks not identified by the persons responsible for
the activity, which, despite the implemented control measures, remain high;
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» carry out and document the procedure for assessing the risks identified by the
internal audit unit, which were not identified by the persons responsible for the
activity, and residual risks.

The approach to identifying risks will be different if the head of the institution
has not implemented risk management activities on a consistent and structured basis.
In such cases, employees of the internal audit unit independently determine the events
that lead to the emergence of risks, carry out a risk assessment regarding the
probability of their occurrence and impact on the achievement of the institution's
goals. Such work is much more complex and requires more time than the analysis of
the risk management system implemented in the institution.

Even if the institution does not have a proper risk management system, there
are documentary sources that will help the internal audit department to identify risks.
In particular, during the identification of risks by the internal audit unit:

» a wide range of financial/non-financial information is taken into account,
namely:

information on typical/systemic violations and deficiencies established as a
result of previous internal audits;

notification of structural subdivisions/enterprises, institutions and organizations
about problematic issues and risks in their activities;

information from mass media, the Internet, complaints, appeals of state bodies,
people’s deputies, law enforcement agencies, external control bodies;

information on reporting (in particular, from financial and budget reporting,
reports on the implementation of the passport of the budget program, reports on the
implementation of financial plans of state enterprises);

* an analysis of documentary sources such as:

normative legal acts that regulate the activity of the institution;

strategic activity plans, annual, half-yearly, quarterly activity plans of the
institution;

internal documents (for example, regulations on structural subdivisions, which
define tasks and functions, rights and obligations of employees, orders and
regulations, which define relevant functions/processes/procedures);

annual reports on the institution's activities;

reports on the results of previous internal audits;

acts/reports of external control measures (audits, checks, state financial audits)
conducted by external control bodies (Accounting Chamber, state financial control
bodies, etc.).

The most common method of identifying risks is conducting an interview with
the management of the institution. The opinion of the institution's management
regarding problematic issues and risks that affect the achievement of the institution's
goals is always important for the identification of risks. After all, the objectivity of
risk assessment may be reduced and, as a result, the audit objects selected for the plan
will not be relevant, but their results are not interesting for the management of the
institution. In order to identify risks, it is advisable to also hold consultations with the
persons responsible for the activity, since they are more knowledgeable than others
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about the nuances of the implementation of the function/process for which they are
responsible.

The requirements for finding out and taking into account the opinion of the
head of the institution and conducting consultations with the persons responsible for
the activity regarding problematic issues and risks that affect the achievement of the
institution's goals are provided for in the second paragraph of paragraph 2 of Standard
7 "Planning of internal audit activities".

For the purpose of objectivity and completeness of risk identification, the
internal audit unit must simultaneously apply several methods of risk identification
(by analyzing documentary sources, conducting interviews with the top management
of the institution and consulting with those responsible for activities, organizing and
holding "brainstorming sessions”, etc.) . When identifying risks, the knowledge and
experience gained by internal auditors from the results of previous internal audits is
also useful.

After the work carried out by the internal audit unit to identify risks in relation
to each audit object, events (external and internal) are identified in the audit space
that may affect the institution's achievement of the defined goals and which,
depending on the impact, are divided into opportunities (positive impact on the
institution's achievement defined goals) and risks (negative impact on the institution's
achievement of defined goals).

Table 1 presents the classification of events that can create risks: Events that
create risks.

The Ukrainian auditing community currentlyuses the International Standards of
Quality Control, Audit, Review, OtherAssuranceandRelatedServices (edition2016—
2017) (ISA) of the International Auditing and Assurance Standards Board (IAASB),
translated into Ukrainian by the Auditing Chamber of Ukraine in June 2018 and
disseminated by the permission of the International Federation of Accountants
(IFAC)(IAASB,2016-2017).1ISA emphasize that the purpose of audit is to increase
the reliability of financial statements provided to potential users. An auditor
highlights in the report his independent opinion on whether or not the financial
statementsare prepared in all the substantive aspects in conformity with the
requirements of the financial reporting framework. The users of auditing opinions
and financial reporting of business enterprises include: owners, management and
employees (concerning relations issues) of business entities which reporting is
checked by auditors, lenders and investors, regulatory bodies. It follows that auditing
IS an activity with social significance. This status requires that the auditing
procedures at all the phases of the formation of the independent auditor’s opinion
highlighted in the conclusion be based on validity and quality criteria. Failure to
assure the quality of audit engagements is a cause for misleading of financial
reporting users, as it does not inform users on the existing financial problems and a
likeliness of the bankruptcy, which is especially important in case of socially
significant companies.
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Events that create risks

Table 1

IT and .
Operational | Communicat | Regulatory Financial Personnel Repnl;tﬁtlo
ions
failure to destruction non- lack of loss of negative
perform of the most | compliance funds for qualified informati
functions, Important with legal operations employees on from
processes, | accountsor | requirements (turnover, state
operations lack of lawsuits, dismissal, bodies,
access to breach of retirement) law
them contracts enforcem
(agreements) ent
agencies
absence/insu | unavailable absence, existence of failure to loss of
fficiency of | or unreliable | contradiction facts of implement | trust from
control over data, or unclear untargeted | trainingand | stakehold
the unauthorized | regulation of and professional | ers due to
implementat | leakage of legal inefficient | development | operation
ion of the sensitive provisions use of state | measures for al
process, information resources personnel deficienci
operation es
loss of virus attacks improper decrease in | availability of | negative
material and on the claim-lawsuit |  funding vacancies for media
technical underlying activity alongtime | coverage
equipment software of the
institution
'S
activities
lack of internet, stopping important presence of facts of employee
telephone activities corruption and fraud, | dissatisfaction
connection fines, penalties, loss (complaints,
of funds appeals,
including hotline

For example: along with a financial scandal associated with Enron company, in
2019 the British tourist company Thomas Cook which history goes back to 1841,
suddenly informed about its bankruptcy and liquidation(Pravo.ua, 2002). The
negotiations between shareholders and lenders failed to achievea constructive
agreement on the recovery of solvency, with the British Government waving out the
Thomas Cook management’s request on additional financing and Prime-Minister
Boris Johnson making the announcement on “considerable sums for tax payers” and
“moral threats”, and called for finding ways for protecting the interests of lenders and
communities and preventing the occurrence of surprises with respect to bankruptcies
(UKRINFORM, 2021).

The quality of audit has been in focus of domestic and foreign researchers,
which is confirmed by their publications. Redko (2009) related the audit with
business security.Dmytrenko (2001) addressed practical implementations of the audit
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quality standards. V. Bondar and Yu. Bondar (2015)explored the problems of quality
assurance from the viewpoint of management of auditing firms. Vasyliuk
(2019)elaboratedasystemapproachtoqualityassessmentofauditingfirmsincludedinvario
ussectionsoftheregister.

ArtaLimani, audit directorinDeloittefirm(Slovenia), andArianMeta, firm
manager on audit, came to the conclusion based on the research results that auditors
should be seen as allies of financial reporting users. According to an existing opinion,
the equally high quality of audit has to be assured in all the auditing firms, as the
audits are performed in keeping with ISA. Research and summing up the results of
audit engagement performance can, in a way, deny the traditional approach by
showing that the audit engagement quality depends on the size of auditing firms, i. e.
the larger the auditing firm the higher is its quality, and the established reputation of
an auditing firm makes its competitive advantage (Limani, Meta, n.d.).

Asare, VanBuuren, and Majoor (2019)investigated 850 audit engagements
performed by auditing firms in the Netherlands in 2005-2015 and revealed the
factors with adverse impact on the audit quality: abnormal fees of auditors, parallel
provision of auditing and non-auditing services. Their conclusion based on research
evidence was that the existence of independent control could prevent the loss of
auditors’ independence; independent control of the quality of performedengagements
could assure the quality of audit procedures and the formation of independent
auditor’s opinion.

DeFond and Zhang (2014)demonstrate that audit engagementshave much more
significant meaning thana mere detection of violations in the accounting and financial
reporting standards. Their research gives evidence that auditing committees, when
selecting auditors, give preference to the ones with clearly defined specialization in a
certain field, whereas their commitment to the audit quality is a function of the
auditor’s independence and competence. Only one low quality audit is enough to
question the established reputation of an auditing firm, which will plummet its market
positions and shrink the client base.

Theoretical and practical research lays down a firm basis for the auditing
practices. However, given that the enforcement of three IAASBstandards based on
summing up a large-scale project on improvements of audit quality, namely
International Standard on Quality Management 1 (ISQM 1) (IAASB, 2020),
International Standard on Quality Management 2 (ISQM 2) (IAASB, 2020a),
International Standard of Audit “Quality Control of an Audit of Financial
Statements” (ISA 220), is expected on February 15, 2022, the auditing community
has just started to elaborate on these standards’ requirements. This justifies the need
Iin new in-depth studies in this field.

The article’s objective is to present results of a study and recommendations to
auditors concerning improvements and/or rebuilding of the system for control over
the quality ofengagementsperformed by auditing firms in conformity with new
requirements.

The quality management standards, used at the level of auditing firm and
engagement team, require modifications in the established auditing practices and the
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corporate culture of engagement performance. A positive trend is that the standard
designers put stronger emphasison small auditing practices.

Quality management at firm level, specified in ISQM 1 (creating an
organizational system for quality management in audit and a framework for audit
inspections), is meant to replace the requirements fixed in the existing International
Standard of Quality Control (1SQC 1).

A comparison of characteristics of the requirements specified bylSQC 1 and
ISQM 1is given in Table 2.

Table 2
A comparison of characteristics of the requirements specified by the existing

quality standard(1SQC 1) and the new quality management system (ISQM 1)
Serial | Existing quality control system | Serial New quality management
number (1ISQC 1) number system (ISQM 1)
The responsibility of The procedure of assessment
51 management for quality in an 1 of the firm’s risk
auditing firm
2 Relevant ethical requirements 2 Management and leadership
Acceptance and Continuance Relevant ethical
3 of Client Relationships and 3 requirements
Specific Engagements
Human resources Acceptance and Continuance
4 4 of Client Relationships and
Specific Engagements
5 Engagement performance 5 Resources
6 Monitoring 6 Engagement performance
7 Information and
communications
8 Monitoring and sanctions

It should be noted that while the existing system of quality control consists of
six components, the new one has eight components.

Risk assessment procedure in an auditing firm.The economies of scale are a
feature to be accounted forwhen designing the quality management system in an
auditing firm.

The firm management, when using the method of audit quality control based
on risk assessment, must take account of:

(i) the character and circumstances of the firm activities;

(i) thecharacterandcircumstancesofengagements performed by a firm.

Hence, the quality management system in a firm, including the system’s
complexity and formality, will be structured in different ways.

For example: a firm performing various categories of engagements for a wide
range of business entities, including audit of financial statements of business entities
with social significance, is likely to have a more complex and formalized quality
control system and supporting documentation than a firm withbusinesslimited to
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reviews of financial statements and/or other engagements on assurance, not belonging
to audit.

The risk-based approach to the quality evaluation of performed engagements is
included as a separate component.

An auditing firm is obliged to identify the risks specific to quality assurance,
which may change due to objective factors, either individually or in combinations
with other risks, and may have considerable impact on the achievement of goals
related with quality assurance. For purposes of risk assessment specific to quality, the
firm management has to formulate the responses to a set of concrete questions:

- How frequent is the likely occurrence of a condition,
circumstance, action or inaction that may affect the quality of audit services?

- What is the period of time after which there may occur a condition,
event, circumstance, action or inaction that may cause an adverse effect, and will an
auditing firm have the capabilityto respond at that time, in order to decrease the
effects of this condition, event, circumstance, action or inaction?

- At what period of time a condition, event, circumstance, action or
inaction will affect the achievement of quality management goals?

An analysis of responses to these questions allows to designthe auditing
procedures forfacing the risks (Table 3).

event,

Table 3
Examples of quality-specific risks and auditing procedures designed
in response to the identified risks

Examples of understanding of
conditions, events, circumstances,
actions or inactions by an auditing

firm, which may have adverse effect
for the quality management goals

Examples of quality-
specific risks that may
occur in the firm
activities

Procedures for
counteracting risk
effects

Strategic and operative decisions,
actions, business processes and
business model of a firm: overall
financial goals of a firm are largely
dependent on the scopes of services
provided by a firm, which are not
included inISQM 1

* Resources are
distributed in a way to
prioritize the services
not covered by ISQM 1
(e. 0. non-auditing
services), which may
have adverse effects for
the engagement quality
within

ISQM 1

* The importance of the
engagement quality
within ISOM Llis
accounted for in the
financial priorities in
incomplete or

inadequate manner

The  continuing
monitoring of the
scopes of audit
services, involved
resources, and
rotation of staff
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Characteristicsandstyleofmanagem
ent: a firm is a small business

and
of

* Duties
accountability

Evaluation of staff
activities,

entity with several partners with | management in quality | including
shared authorities assurance are not clearly | managerial

specified personnel

* Actions and behavior

of management not

contributing to quality

enhancement call into

guestion the quality of

services
The complexity of management and | * Technological Evaluation and
organizational structure: a firm has | resources exploited by | revision of the
been recently merged with another | the two merged firms |technical support
firm may be incompatible of audits

* The teams engaged in
mobilization of resources
may use intellectual
capacities built before the
merger, which may not
be fitting for the new
technique used by the
merged firm

According to ISQM 1,all the auditing firms irrespective of size (but with
accounting for the economies of scale) are required to use risk-oriented approach in
designing, implementing and operating quality management systems. The central
goal of ISQM 1 is quality enhancement of audit services by use of an updated,
consistent and rigid quality management system for auditing firms engaged in
auditing, reviews, other non-audit assignmentsonassurance and other services related
with audit. Paragraph 8 of ISQM 1 notes that the quality management goals set by a
firm consist of the goals pertaining to the system’s components, which have to be
achieved by a firm.

The leadership refers to the quality assurance by action and behavior
demonstrated by firm management and staff.

According to paragraph A 55-56 ISQM 1, an auditing firm needs to
demonstrate the commitment to quality through its culture and behavior, recognizing
and emphasizing:

1) the firm’s contribution in the realization of social interests by consistent
performance of audit engagements with proper quality;

2i)the importance of professional ethics, values and attitudes;

3)the responsibility of all personnel for quality assurance of all the
engagementsor undertakings within the quality management system, and for their
expected behavior;

4)the importance of quality in firm’s strategic decisions and actions, including
financial and operational priorities.
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The implementation of ISQM 1lrequires that auditing firms and networks
elaborate internal documents containing clearly specified goals of the quality
assurance system, identification and evaluation of quality-specific risks, the clearly
defined nomenclature of procedures in response to the assessed risks, the procedure
of regular monitoring of the actions aiming at elimination of deficiencies detected by
the quality assurance system.

As regards the management’s responsibility for audit quality, ISQM 1
enhanced the requirements and obligations of auditing firms in the following
specifications:

- guality management goals;
aspectsofthe firm’sinternalenvironment and organizational structure;
internal culture of quality assurance;
regulation of decision-making;

- policiesandproceduresfortreatmentofcomplaintsandaccusations(which
can be settled via “hot lines” for staff and third parties).

Auditing firms shall set up policies and procedures of regular performance
evaluation of units and/or staff assigned with or taking on the responsibility for the
operation of quality control system. An essential novelty of ISQM 1 is that the
ultimate responsibility for the operation of quality control system lies with the top
management personnel of the firm (director, board of director etc.). This provision of
ISQM 1 now conforms with the norms of the Law of Ukraine “Audit of Financial
Statements and Auditing Activities” (paragraph 8, article 23), stating that the
responsibility for organization and effective operation of the internal quality control
system lies with the firm’s directoror with a specially appointed person from among
the auditors, who is in staff of this firm as his/her main place of job (Verkhovna Rada
(Parliament) of Ukraine, 2021).

Like in all the other components of the quality management system, the
traditional approach has to be replaced with the risk-based one. An auditing firm
must receive,at least once in a year, written confirmationsof the commitment to
independence principles from all the employees. It should be noted that the
International Code of Ethics for Professional Accountants (including International
Independence Standards) has been updated and displayed on the official website of
the Ukrainian Ministry of Finance (IFAC, 2018). The Code consists of three parts:

- Part 1. Complying with the Code, Fundamental Principles and
Conceptual framework.

- Part 2. Professional Accountants in Business.

- Part 3. Professional Accountants in Public Practice.

The International Independence Standardsconsist of two parts:

-Part 4 A. Independence forAudit and Review Engagements.

-Part 4 Bb. Independence of Assurance EngagementsOther Than Audit and
Review Engagements.

The provision on acceptance and continuance of client relationshipsand
specific engagementscontains some clarification and additions. After the enforcement
of ISQM 1, an auditing firm, apart from evaluating its independence and
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independence of its staff engaged in audits, the availability of resources for
performing auditing procedures, the possibility toinvolve experts and contractors, and
implementing measures forengagement quality control, shouldevaluatethe possibility
of access to client information required for engagement performance, and to the
managerial staff charged with provision of such information.

The component of ISQC 1 “Human Resources” was replacedwith the
component “Resources”. ISQM 1, apart from human resources, contains descriptions
of the requirements to technological resources enabling to support operation of the
quality management system and performance of engagements, and of the intellectual
resources needed for high engagement performance and bringing the operation into
conformity with the provisions of professional standards and relevant legal norms.

The paragraph A 98-104 ISQM 1 “Technological Resources”, which are
usually IT applications, creates the IT environment of a firm, incorporating the
support IT infrastructure, IT processes and human resources:

- IT program is a program or a set of programs designed for the execution of a
certain function for user or, in some cases, for another application program;

- IT infrastructure consists of IT network, operational systems and databases,
hardware and software;

- IT processes are the processes used by a firm for controlof the access to IT
environment, control of modifications insoftware or IT environment, control of IT
operations, including monitoring of IT environment.

According to paragraph A 102-103 ISQM1, intellectual resources include the
information used by an auditing firm to maintain the operation of quality
management system and perform engagements in a coherent manner (written policies
or procedures, methodology, industry or specific manuals, guidelines on accounting,
standardized documentation or access to information sources (e. g. subscription to
websites providing extensive information on certain issues of auditing, etc.)

Intellectual resources can be exploited by use of technologies resources. For
example: the methodology used by an auditing firm can be built into IT program, thus
facilitating planning and performance of engagements.

Paragraph A 105 ISQM1 “Service Providers” specifies that there can be
circumstances when an auditing firm may use the resources provided by a service
supplier, especially in the circumstances when a firm has no internal access to these
resources. Although an auditing firm is allowed to use the resources of a service
supplier, it remains to be responsible for its quality management system. Examples
when service suppliers are involved are given below:

-the involvement of third parties in monitoring ofthe firm’s activities,
engagement quality reviews or consulting on technical issues;

-the involvement of parties that perform the procedures in collaboration
with a firm, e. g. auditors of components from other firms not incorporated in the
firm’s network, or specialists for estimations of material stocks on a remote site;

-supplies of IT applications used in performing engagements;

- collaborations with external experts involved by an auditing firm for
assistance to engagement teams in obtaining audit evidence.
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Thecomponent“Engagement Performance” has the similar name in 1ISQC 1,and
ISQM 1. However, the requirementsoflISQM 1 seem to us to bemore rigid: they
involve obligatory additional audits of quality to be conducted by an independent
partner not only for the auditors from “listing” companies, but also for the companies
that meet the criteria of “social significance”. The procedure and documenting of
additional audits will be specified in the separate standard ISQM 2. The component
does not change the requirements for the deadline of the final preparation of working
documents on audit engagements; this deadline, usually fixed by the law, must not
exceed 60 days since the date of signing the audit report.

ParagraphA 23 ISA 230 “Auditing Documentation”fixes the minimal term of
storage for documents on audit engagements: not less than 5 years since that the date
of the audit report.

ParagraphA85ISQC 1,legal or normative acts or professional standards
can fix various terms for storage of audit documents. When an engagementis
performed in keeping with ISA, the period of storage will usually be not less
than five years since the date of the audit report or since the date of the audit
report on the financial statements of the team, when it is signified as
“applicable”.

It should be noted that the Law of Ukraine “Audit of Financial Statements and
Auditing Activities” fixes more rigid requirements for storage of documents than ISA
orlSQM 1. Its paragraph 12, article 23 “Requirements to Internal Organization of
Auditing Entities Entitled for Performing the Obligatory Audit of Financial
Statements™ specifies that an auditing entityshall store the information on the results
of performance evaluation of the internal control system and implemented measures
for seven years. The article 39 “Information Storage” emphasizes that an auditing
entity shall store the working documents and all the reportsfor seven years or longer
since the date of completion of afinancial statements audit or the date of their (i. e.
documents) creation, when a financial statements audit has not beenfinished
(Verkhovna Rada (Parliament) of Ukraine, 2021).

The component “Information and Communication” fixes the requirements
concerning information and communication systems both within auditing firms or
networks and in their relations with external parties.

Paragraph A110 — A 111says that reliable and relevant information refers
to the information that is accurate, complete, timely and valid for the proper
management of the firm operation as part of the quality management and support
of the decisions pertaining to quality management. An information system may
incorporate uses of instructions or IT components that determine the methods of
identification, fixation, processing, communication and storage of information.
The procedures of identification, collection, processing, communication and
storage of information can involve IT software with components or working
documents built in the firm programs. Consideration for the economies of scales
allows less structured auditing firms with small numbers of staff and managers
involved in engagement performance or in quality control systems to avoid rigid
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policies and procedures with respect to identification, collection, processing and
storage of information.

An auditing firm needs to have a clearly defined procedure of monitoring and a
list of measures to eliminate deficiencies revealed by monitoring results, which will
allow for:

1) providing relevant, reliable and timely information on the process of design,
implementation and operation of the quality management system;

2) taking appropriate measures in response, to eliminate the revealed
deficiencies.

ISQM 1 requires specifications of the content, time and scopes of monitoring
procedures (periodical or continual). The monitoring system needs to
covercontinuous audits and completed engagements on the basis of the criteria set by
an auditing firm, including at least one completed engagement of each partner on the
continuous basis. This standard fixes the requirements for analyses and documenting
of the causes of deficiencies revealed within the quality management system and their
Impact on the operation of quality management system at firm level.

An auditing firm is obliged to demand that the persons involved in the
monitoring have adequate competence and capacities, including the sufficiency
of time for the effective performance of monitoring, and to check the soundness
of their audit opinions.

The International Standard of Quality Management ISQM 2 “Engagement
Quality Reviews”, mentioned before, is devoted to the quality review procedures for
completed audit engagements. It highlights issues of appointing a person responsible
for the engagement quality control, regulation and recording of the review procedure.
An audit partner is not entitled for engagement quality review earlier than after two
years, the so called “cooling off period”. It is a radically new provision in the
regulation of quality control, intended to ensure the impartiality of audit partners. The
different and unrelated meaning of “cooling off period” and “rotation of partners”
should be emphasized.

Paragraph 5, article 30 “Duration of an Engagement on Obligatory Audit of the
Financial Statements forEnterprises with Social Significance” of the Law of Ukraine
“Audit of Financial Statements and Auditing Activities” specifies the requirements
for “rotation” of key partners. Thus, key audit partners responsible for the obligatory
audit of financial statements shall cease their engagement in the obligatory audit of
financial statements of a business enterprise with social significance notlater than
after seven years since the date of their appointment. They are not allowed to be
engaged in the engagements on obligatory audit of this enterprise during the
following three years. An auditing entity mustset “rotation” of the auditors engaged
in obligatory audits of financial statements. The scheme of gradual “rotation” is
applied in a phased manner to particular persons but not to the whole group engaged
In an assignment.

ISQM 2 fixes the necessity of “sufficient time” to perform engagement quality
control, but does not specify its duration in hours. Therefore, an auditing firm can fix
this scope of “sufficient time” by its own in its management documents. This
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standard allows for invitations of third parties (external ones for an auditing firm) for
control of engagement quality reviews. Once the competence of a person chosen for
control is put into question, this standard specifies the procedures for additional
engagements of parties for performingadditional control.

According to this standard, an engagement partner who is the supervisor of
review is not considered as a formal party, being an active member of an engagement
group, which allows for timely engagementof group members and supervision of the
engagementperformance. An engagement partner will be entitled for signing the audit
report only once it is checked by the quality reviewer. This provision is analogous to
the norm of paragraph 1, article 32 “Requirements on Internal Auality control of a
Completed Engagement on the Financial Statement Audit” of the Law of
Ukraine“Audit of Financial Statements and Auditing Activities”: “...internal quality
control of a completed engagement on the obligatory audit of financial statements of
a business enterprise with social significance shall be performed before the audit
report and the supplementary report is submitted to the auditing board of an
enterprise with socialsignificance...”(Verkhovna Rada (Parliament) of Ukraine,
2021).

Results of this study led the authors to the conclusion that the emphasis on
selected definitions in ISQM 1would be desirable:

“...1) engagement quality review — an objective evaluation of the significant
judgments made by the engagement team and the conclusions reached thereon,
performed by the engagement quality reviewer and completed on or before the date
of the engagement report;

2) engagement quality reviewer — a partner, other individual in the firm, or an
external individual, appointed by the firm to perform the engagement quality review;

3) relevant ethical requirements — principles of professional ethics and ethical
requirements that are applicable to a professional accountant when undertaking the
engagement quality review. Relevant ethical requirements ordinarily comprise the
provisions of the International Ethics Standards Board for Accountants’ International
Code of Ethics for Professional Accountants (including International Independence
Standards)...” (IAASB, 2020).

An auditing firm shall establish policies or procedures that require the
assignment of responsibility for the appointment of engagement quality reviewers to
an individual(s) with the competence, capabilities and appropriate authority within
the firm to fulfill the responsibility. Those policies or procedures shall require such
individual(s) to appoint the engagement quality reviewer (paragraphs Al — A3
ISQM 2). Pursuant to the provisions of these paragraphs, an auditing firm must:

1) demand that the quality reviewer bear the ultimate responsibility for the
engagement quality review;

2) specify the responsibility of the engagement quality reviewer for defining
the character, terms and scopes of supervision over an engagement team; formulate
the duties of the engagement quality reviewer.

The policies and procedures set by an auditing firm must contain the clause
that the engagement quality reviewer cannot be a member of an engagement team.
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It should be emphasized that, according to paragraph A2 ISQM 2, in certain
circumstances (such as in case of a small firm or a single specialist) it will not be
expedient for an auditing firm to appoint an individual performing engagement
quality review as a separate person, apart from a member of an engagement team.
And according to paragraphA4 ISQM 2, in certain circumstances (e. g., in the case of
a smaller firm or a sole practitioner), it may not be practicable for an individual other
than a member of the engagement team to appoint the engagement quality reviewer.
Anindividual external to a firm can be partner or employee of a network firm, entity
or organization that is a service supplier. The procedure of using services provided by
the mentioned individual is subject to the provisions of ISQM 1 pertaining to network
requirements or network services and/or service providers.

The external quality reviewer must:

1) have the competence,capabilities, including the sufficient time, and the
authorities required for performing an engagement quality review (according to
paragraphA5 — A11ISQM 2);

2) conform with the relevant ethical requirements, including the ones
concerned with threats to objectivity and independence (paragraphAl2 -
A15ISQM 2);

3) conform with the legal norms and provisions of regulatory acts (if any)
qualifying the relevance of a quality reviewer (paragraph A161SQM 2).

It should be noted that, according to paragraph A3 ISQM 2, an audit firm can
appoint several individuals as ones responsible for the engagement quality evaluation.
For example: the firm’s policy and/or procedures may involve a specialprocedure for
finding and appointment of audit engagement quality reviewers for listed companies,
not applicable for companies not included in the listing or other engagements.

According to paragraph A5ISQM 2,technical competencies, professional skills
and professional ethics, values and attitudes of a quality reviewer must pertain to:

- an understanding of professional standards and applicable legal and
regulatory requirements and of the firm’s policies or procedures relevant to the
engagement;

- knowledge of the entity’s industry;

- an understanding of, and experience relevant to, engagements of a similar
nature and complexity;

- an understanding of the responsibilities of the engagement quality reviewer
in performing and documenting the engagement quality review, which may be
attained or enhanced by receiving relevant training from the firm.

ISQM 2 specifies the actions at firm level, which help establish the
professional authority of an engagement quality reviewer. For example:fostering
culture and respect ofthe engagement quality reviewer’s role helps weaken pressures
from an engagement partner or other firm personnel to influence the reviewers’
formulation of review results. The professional authority of a reviewer can sometimes
be enhanced by provisions of the firm’s policy and/or procedures, to eliminate
inconsistencies in the actions that will be performed by the quality reviewer and the
engagement teamwhen there is a difference inthe engagement quality assessment
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between the reviewer and the team.

When performing an engagement quality review, a reviewer must:

- gain an understanding of the information communicated by an engagement
team about the engagement’s character and circumstances and organization of
engagement performance;

-obtain information about the procedure of monitoring and elimination of
deficiencies within the firm’s quality control system, including the ones pertaining to
or affecting the aspects of significant opinions made by an engagement team;

- discuss important issues and significant judgements made in the process of
engagement-related planning, performing and reporting with an engagement partners
and/or (if possible) with other members of an engagement team (paragraph A35 —
A38ISQM 2).

Based on the obtained information, a reviewer should browse the selected
documentation on the completed engagements, pertaining to significant judgements
made by the team, and to evaluate:

- the grounds for justification and formulation of significant judgements,
the display of professional skepticism by an engagement team;

- the supporting engagement documentation pertaining to the formulated
judgements and their relevance to the circumstances.

For evaluation of the quality of performed engagements on audit of financial
statements it is necessary to evaluate the grounds for appointment of this engagement
partner, the conformity with relevant ethical requirements on independence, the
provision of consulting on complex or controversial matters and/or matters pertaining
to differences in opinions and judgements.

An auditing firm shall set the policy and/or procedures obliging to record the
process of engagement quality review and include these records to the documentation
on engagement performance.

ISA 220 “Quality Control for an Audit of Financial Statements” deals with
quality management at the level of audit engagement.

After the revision this standard contains a more detailed specification of the
responsibility for management and assurance of the appropriate quality of audit by
the partner who is the supervisor of audit engagement, with emphasis on the need for
his active involvement in the audit review throughout the performance of
engagement.

It points out to the importance of fostering the relevant culture of quality at
firm and team level, to be maintained by all firm staff, including the commitment to
the principle of professional skepticism.

A definition of “professional skepticism” is given in article 9 of the Law of
Ukraine “Audit of Financial Statements and Auditing Activities”(Verkhovna Rada
(Parliament) of Ukraine, 2021). Auditors and auditing entities, when providing
auditing services, shall adhere to the principle of professional skepticism that means
the permissibility of possible essential distortion of information disclosed in financial
statements as a result of facts or behaviors revealed in the process of audit, which
signal on violations, including frauds or mistakes, in spite of the previous experiences
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of an auditor and an auditing entity regarding the integrity and decency of the
executives of a legal entity which financial statements are subject to review.An
auditor and an auditing entity shall display criticism and professional skepticism in
evaluating the fair value estimates used by a legal entity, devaluation (revaluation) of
the utility of assets, reserves and future flows of monetary assets, as this information
has essential impact on the formation of auditor’s opinion on the legal entity’s
capability to continue activities on an ongoing basis.

ISA 220 specify the procedure for use of resources, not only human, but
technological and intellectual ones. The supervisor shall be made responsible for the
procurement of all the resources required by an engagement team. When the
evaluation shows a shortage of resources, this standard specifies the nomenclatures of
response measures for obtaining the full set of resources required for the engagement
performance.

The partner shall supervise the review procedure, define the core aspects of the
engagement, form substantive judgements taken in the process of engagement
performance, set up communications between members of engagement team,
company management, individuals assigned with top administrative authorities in
business entities which reporting is subject to review, officials of regulatory bodies
(in case of need).

By analogy with ISQM 2, ISA specify that an additional “self-review” shall be
performed after the review is finished, in which the supervisor shall evaluate all the
documented procedures and form the judgement on whether or not everything
possible was done to assure the quality management and whether or notthe relevant
quality of the engagement performance could be achieved.

ISQM 1 and ISQM 2 cannot be fully implemented unless their provisions are
subjected to rigorous scrutiny by managements of auditing firmswith taking measures
on revision of the documentary support for operation of quality control system at firm
level.

Results of the study led the authors to the conclusion about the need for
revision and/or design of selected segments of the quality control system at firm
level, including (i) risk assessment procedure; (ii) management and leadership; (iii)
relevant ethical requirements; (iv) acceptance and continual of client relations and
specific engagements; (v) resources; (vi) engagement performance; (vii) information
and communication; (viii) monitoring and sanctions.

The new procedures for quality evaluation require elaboration of new job
descriptions for audit quality reviewers. We believe that a useful and necessary area
of research is elaboration of internal working documents addressing “management
and leadership”, “resources”, “information and communication”, with implementing
these developments in the practice auditing firms.
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Summary. It is substantiated that the concepts of “investment activity" and
"investment process™ are inextricably linked with the concept of “investment provision"
and it is determined that investment provision of the process of reproduction of technical
resources in agriculture is such a course of investment processes and investment activities
in a long-term period, which leads first to a simple, and then to an expanded and
innovative reproduction of technical resources, changes in their quantitative and
qualitative characteristics in order to achieve a state of sustainable development of
agriculture. It is proposed to consider the definitions of "investment activity", "investment
process” and "investment provision" as a triad of interconnected and interdependent
components, which characterizes these concepts as a phenomenon, as a process and as a
result, which is presented in the form of a block diagram with a step-by-step display
algorithm for the development, adoption and implementation of decisions regarding
investment support for the process of reproduction of technical resources in agriculture.

The peculiarities of the formation of the market and sources for the reproduction of
technical resources in agriculture were revealed, and the essence of the concept of
technical resources in agriculture was clarified, and it was determined that these are
available mobile and stationary technical means, which include machines, mechanisms,
devices, devices, tools, intended for production of agricultural products and the place of
these resources in the structure of production costs of agriculture is reflected. It was
determined that the process of reproduction of technical resources in agriculture is a set of
consecutive actions aimed at updating technical resources intended for use in agriculture,
which is carried out in the form of simple, extended or innovative reproduction, that is, it
involves an increase not only in the number of technical means, but and changing their
quality due to the development of the market of agricultural technical means and the
attraction of fundamentally new, modernized and more productive equipment, including
foreign equipment. It is clarified that the main sources of reproduction of technical
resources of agriculture are both own (depreciation, profit) and borrowed (bank loans,
state appropriations, finances of private institutions and individuals) funds using financial
mechanisms of joint investment and public-private partnership.

Keywords: investment climate, investment activity, investment attractiveness,
investment stability, reproduction, technical resource of agricultural enterprises.

Source-based analysis of scientists' interpretation of the main definitions in the
field of investment shows the general approach of scientists to the understanding of
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the concept of investment activity as a process of investing capital for the purpose of
obtaining profit. At the same time, the majority of scientists interpret the concept of
"investment activity" as a set of measures and actions of individuals and legal
entities, as well as the state, aimed at investing own and borrowed funds for the
purpose of obtaining profit. This definition of the essence of the concept of
"Investment activity" is as close as possible to the definition given in the Law of
Ukraine "On Investment Activity", namely - investment activity is a set of practical
actions of citizens, legal entities and the state regarding the implementation of
investments [13]. In addition, we discovered the presence of certain disagreements
regarding the description of the essence of this activity through the apparatus of
related concepts and terms. Thus, A. Peresada [11], defining the term "investment
activity", also uses the term "investment process”, which he considers from the point
of view of various investment cycles, and interprets the latter as processes that are
implemented throughout the entire time of investment activity, and defines them as a
set of measures from the moment of making the investment decision to the final stage
of the investment project. Similar approaches are found in other authors, who identify
the concepts of "investment activity" and "investment process". Thus, we see that in
the scientific literature there are many approaches to revealing the essence and
content of the concept of "investment activity", the generalization of which makes it
possible to formulate the author's definition of this concept and to state that it is a
purposeful activity consisting of a set of actions and individual operations in relation
to the formation, attraction and use of investment resources, as well as related to the
regulation of the investment process and the movement of internal and external
investment funds and has the purpose of obtaining profit or achieving a certain social
or other effect.

As for the category "investment process”, some scientists, as mentioned above,
practically equate this concept with the concept of “investment activity" [11] or
consider it as the mechanisms for carrying out such activity, others describe the
investment process as a sequence of certain steps [8] or a complex practical actions
[16]. At the same time, we believe that the most successful and complete is the
scientific approach of U. Andrusiv and G. Sydor [1], who consider the investment
process at the macro level as a form of capital accumulation, which is characterized
by all the signs of the system, namely: the present subject (investor), the object
(investment object), the relationship between them (obtaining investment income),
the environment in which they function (investment environment). But they define
that it is an endless in space and continuous in time process of implementation of
investment decisions, related to the attraction of funds, with the aim of achieving the
goals and the maximum positive result for the participants and the investor. To this
definition, we would add such characteristics of the investment process as regularity
and cyclicality. In this way, the definition of the concept of "investment process" will
take the following form - it is an endless in space and continuous in time ordered by
the sequence of actions and cyclical process of development and implementation of
investment decisions, which is related to the attraction of funds, with the aim of
achieving goals and the maximum positive result for all participants.
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The procedure for implementing the investment process is determined by the
target settings and legal norms of society, as well as its current economic
opportunities, which are determined on the basis of the volume of the gross domestic
product, the dynamics of its changes over time, the size of budgetary resources, the
amount of generated profit of business structures [15]. The forms of the investment
process and the methods of its implementation are determined by the state of the
financial market and the division of labor on a national and international scale. The
investment process in all sectors of the economy and regions of the country is
interconnected with the state and dynamics of the development of the financial
market as the main supplier of investment resources [14].

In general, the investment process, as well as investment activity in general, is
purposeful and oriented towards obtaining profit, which is formed after a certain
period of time after the investment is made. However, investment activities are often
carried out in conditions of instability and unpredictability of internal and external
factors that shape the investment environment. Therefore, the investment process, by
its internal nature, is associated with the risk of losing the initial capital or part of it,
as well as all or a certain share of the investment profit [18]. And we agree with the
warnings of scientists [2, 9] that the probability of investment risk is much higher
than entrepreneurial risk in the process of operational activity, which significantly
increases the price of investment resources and requires significant insurance costs.

Conditions of economic and financial instability and uncertainty lead to
negative changes in the investment climate - a decrease in the investment activity of
investors; loss of investment attractiveness of investment objects due to the growth of
investment risks; deterioration of conditions ensuring investment stability as a result
of disruption of investment and institutional balance. All this negatively affects the
speed and efficiency of the investment process and can lead not only to the expected
positive result, but also, as noted above, to an unexpected - negative one. The absence
of a clear legislative and unambiguous scientific definition of the concepts
"investment process” and “investment provision™ is evidence of the multifaceted
nature of these concepts and the clarification of their essence and content, taking into
account certain factors and circumstances. Regarding the term “investment
provision", during the research we discovered many different scientific approaches to
defining this definition, namely: resource, process, value, system, activity.

We believe that each of these approaches has the right to life, because the
concept of investment security is multifaceted and ambiguous. At the same time, in
view of the topic of our research, where the object is investment support for the
process of reproduction of technical resources, we note that we consider the most
complete system approach, which is highlighted in the works of O.l. Guturova, A.O.
Kalashnikov [4].

Relying on the work of scientists and narrowing the concept of investment
provision to the object we have defined, we determine that investment provision of
the process of reproduction of technical resources in agriculture is such a course of
investment processes and investment activities in a long-term period, which leads
first to simple, and then to extended and innovative reproduction of technical
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resources, changes in their quantitative and qualitative characteristics and transition
to such a technical and technological state of agricultural production that will provide
it with the ability to counteract the negative impact of internal and external factors on
the results of financial and economic activity. Since the concepts of "investment
activity", "investment process” and “investment provision" are interpreted
ambiguously by scientists, within the scope of our research, guided by the principle
of "management by the goals of evaluation by results", we consider it appropriate to
consider them systematically as a certain triad of interrelated components that
characterize these concepts as a phenomenon, as a process and as a result, which are
effective under numerous conditions, but primarily in the presence of a favorable
investment climate (Fig. 1).

Investment climate

Investment
activity -
phenomenon

Investment
security —result

Fig. 1. The relationship between the concepts of "investment activity",
"investment process” and "investment security™ (composed by the author)

Taking into account all the above, we believe that investment activity,
investment process and investment provision are not only logically interconnected,
but also interdependent concepts that can be schematically presented in the form of a
block diagram where the algorithm for developing, adopting and implementing an
Investment decision is displayed step by step (Fig. 2).

Thus, we are convinced that the concepts of "investment activity" and
"Investment process" are inextricably linked with the concept of "investment
security", since all types of material and financial values invested acquire the status
of real investments only in the process of their practical implementation. We note that
this scheme is not closed, since the processes in the field of investment activities are
influenced by various internal and external factors.

Therefore, this process is cyclical and depends on the frequency of significant
changes related to the formation and development of state investment policy and
factors affecting the investment climate.
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Fig. 2. Block diagram of the development, adoption and implementation of a
decision regarding investment support for the process of reproduction of technical

resources of agriculture (composed by the author)

In general, investment support for the development of agriculture should be

considered as a set of various conditions, resources, financial, economic and
institutional mechanisms that ensure the course of investment processes for a long
period of time and lead to changes in the quantitative, qualitative and structural
characteristics of the industry, its transition to a new qualitative state, which forms
the ability to counteract objective and subjective challenges and threats, the negative
influence of the external environment. Taking into account the fact that the
development of the agricultural sector of the national economy is the goal of the state
investment policy, investment support for the processes of reproduction of technical
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potential is one of the tools for achieving the set goal, which involves, first of all, the
development of the agricultural machinery market and the expansion of the sources
of attracting capital investments in rural household.

When analyzing the conditions for the rational use of investments in economic
science and practice, as a rule, the concepts of “investment climate”, "investment
attractiveness™ and "investment potential™ are used.

Since these concepts are often used, but different scientists interpret them in
different ways, therefore, based on the studied scientific sources, we settled on the
most common definitions. Also, the terms "investment activity", "investment risk"
and "investment stability" are often used in scientific literature.

Regarding these terms, we note that the concept of "investment activity"” is
often used as a synonym for the concepts of “investment activity” and "investment
process"; “investment risk™ is perceived as the same as the term “investment
attractiveness".

We did not find the definition of the concept of "investment stability™ at all in
the scientific circulation of domestic scientists, although in Russian scientific sources
this term is defined as "... the ability of the investment environment of the economy
to provide the necessary properties to support the ties between the subject and the
object of investment within sufficient limits to achieve investment goals, as well as
counteract destabilizing factors and adapt to new conditions."

At the same time, in domestic scientific circles, investment stability is
considered, for the most part, as a component of investment attractiveness and is
usually associated with the legal aspect. Thus, O. Gavrilyuk [3], speaking about
investment stability, notes that the investor first of all needs legal stability, which is
manifested not through the creation of good, but through the presence of stable laws
that would provide an opportunity to plan activities for an achievable long-term
period. We generally agree with the author that constant attempts to improve the
legislation only mean instability for investors, which manifests itself in real life as an
incomprehensible and unbalanced algorithm, when an investor contributes funds
under the influence of one law, carries out investment activities under the conditions
of the second - modified legislation. and gets a result in other - third legislative
realities. But in addition to the legal aspect, the financial aspect is important,
including the stability of the national currency, the socio-economic aspect - the
sustainable development of the national economy, the institutional aspect - the
stability of the organizational and management system at the level of state
administration and regulation of investment processes, the political aspect - the
inheritance of the political course and its immutability in relation to cooperation with
investors, etc.

Therefore, we believe that the concept of "investment stability" should be more
widely considered in scientific circles and should be reflected in domestic legislation.
Taking into account our understanding of the investment process and within the
scope of this study, we believe that "investment stability" is one of the key concepts
(subsystem) in the system and structure of the concept of "investment climate", which
ensures investment balance and the formation of certain checks and balances on the
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functioning of legal, financial, institutional, socio-economic, political and other
investment mechanisms through state guarantees to ensure such stability.

With regard to the concept of "investment climate”, we consider it expedient to
dwell on the disclosure of its essence in more detail. Different scientific approaches
to revealing the essence of the concept of "investment climate™ were summarized by
O. Fedorchak in his work [17]. He analyzed scientific works devoted to this topic and
identified the following groups of approaches: factor approach; risk approach;
territorial approach; integrated approach; systematic approach; balanced approach;
rating approach; dynamic approach; cyclical approach; state management approach.
We believe that another group of approaches to uncovering the essence of the concept
of "investment climate™ should be added to this list - this is an institutional approach.

Based on the research materials presented in Appendix B, we see that
investment decision-making is based on the multivariate assessment of a number of
indicators, as well as the analysis of trends in their changes, which collectively form
the investment climate in the state or industry. The state has a direct (at the national
level) and indirect (at the level of regions and individual territories) influence on the
formation of the investment climate through institutional, financial, information and
other mechanisms that are included in the state investment policy and are the basis
for the formation and implementation of the state investment strategy.

The analysis of existing methods and approaches to the assessment of the
investment climate made it possible to identify some of their advantages and
disadvantages. Thus, in some foreign countries, the investment climate is assessed on
the basis of macroeconomic indicators (USA, Canada, EU countries, Scandinavian
countries), in some countries descriptive characteristics of the investment climate are
used (for example, Japan).Thus, in the USA, the investment climate is evaluated
according to four main indicators: economic efficiency of investments, business
viability, development potential of the territory, components of tax policy, the results
of which are reflected in the section of all states in the official publication "Annual
Statistical Map". The data of this publication are used by potential investors when
determining investment objects. In the countries of Western Europe, the assessment
of the investment climate is carried out annually by experts of the Euro-money
magazine, which is based on a survey of experts - representatives of large banks
about the state of such factors as macroeconomic indicators, the risk of non-payment
for goods, non-repayment of loans, non-payment of dividends, debt indicators,
assessment creditworthiness.

In Ukraine, there is a comprehensive methodical approach to the assessment of
the investment climate, which is based both on the assessment of macroeconomic
indicators and indicators characterizing the financial and economic state and
investment activity and investment attractiveness, and on the use of the methodology
of expert assessments using descriptive tools. The latter are based on the results of
expert evaluations based on a number of indicators that characterize the general
development of the region, legislative and institutional conditions for investors, the
level of inflation, as well as the demographic and political situation, the possibility of
capital withdrawal, etc. By the way, currently the list of indicators used by experts in
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assessing the investment climate has significantly expanded. It includes such
quantitative indicators as: the volume of GDP, the structure of the economy, the
provision of natural resources, the state of infrastructure, etc.d. In the last decade,
methods of comparative assessment of the investment climate were developed, which
take into account not only investment conditions, but also its results.

Based on the above and taking into account the different approaches to
revealing the essence of the investment climate, we will currently use a systemic
approach and present the process of investment climate formation in the state or in a
separate industry as a system that includes separate subsystems and elements that are
interconnected in a certain way and are interdependent. This system can be displayed
using a descriptive model, the main subsystems of which we consider investment
activity, investment attractiveness and investment stability. At the same time, each of
the elements has its purpose and characterizes separate aspects of the formation of the
investment climate (Fig. 3).

@:I State investment policy (SIP) ﬁ
Investment

Investment Investment stability
> attractiveness —

activity
§ Investment Investment potential: Investment equilibrium - >
= | security: ~ the possibility of balance of investment S w=
S | “business activity: increasing the invested demand and supply 0 g
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¢ | - innovative and threats ion of i S ©
= | development protection o mves.tments =
- and investors; - £
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Fig. 3. Descriptive model of the formation of a favorable investment climate in
agriculture (composed by the author)

Thus, we believe that the basis of the state investment policy is the investment
climate, which, together with the activities of investment institutes and the
mechanisms of implementation of the investment policy, start the investment process
and ensure investment activity.

Since the determining factor in the state investment policy is the investment
climate, the essence and content of which, including the systemic approach, were
considered in sufficient detail above, we will dwell in more detail on the elements of
the investment climate subsystem indicated in Figure 3 - investment activity,
investment attractiveness and investment stability .
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1. Investment activity, as a rule, is aimed at investment support for the
processes of economic activity, simple and extended reproduction of resources and
innovative development of one or another industry, one or another region, one or
another country. It is investment activity that ensures the real development of
investment activity by making investments in the support and development of
economic activity, in working and fixed capital, in innovative projects, etc. Often, the
investment activity of an enterprise is considered one of the characteristics of
business activity along with production, financial, innovation, labor and other types
of activities. Investment activity is manifested through the attraction and use of both
own and borrowed funds in the form of direct and portfolio investments, the use of
joint investment tools with the aim of increasing the economic potential of the
industry or enterprise and bringing the investment object to a qualitatively new level
of development. Therefore, investment activity depends on the influence of many
internal and external factors, on the trust of the beneficiaries in the recipients and the
readiness of the parties for effective cooperation.

The level of investment activity is determined using a number of indicators, the
main of which are the following:

- growth of economic potential due to the implementation of investment
programs;

- increase in the level of technical support;

- introduction of new technical and technological programs;

- increasing concentration of fixed and working capital;

- reduction of specific investment costs per unit of gross output, etc.

At the same time, scientists [5, 7] note that ultimately, investment activity
depends on the investment attractiveness of the investment object.

2. Investment attractiveness includes investment potential and investment risk.
The investment potential takes into account macroeconomic characteristics,
saturation of the territory with production and infrastructure factors, consumer
demand of the population and other parameters. The amount of investment risk shows
the probability of losing investments and income from them.

The investment potential is assessed on the basis of the macroeconomic
characteristics of the investment object, which takes into account a number of
indicators indicating: the state of production and its material and technical support,
the presence and state of industrial and social infrastructure, the demographic state,
consumer demand and supply (the state of the investment market), the results of the
economic activity of production facilities, the level of innovative development, the
presence and development of financial and investment institutions.

In general, the investment attractiveness of an enterprise is a complex
characteristic consisting of a number of generalized indicators, each of which has an
impact on the overall indicator. When assessing the investment attractiveness of
agriculture, it is important to focus the attention of potential investors on those
regions and enterprises of the industry, in which investments will provide the most
significant effect.

In general, based on the work of M.Odnorog [10] we believe that the
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investment potential of agriculture is an aggregated indicator consisting of individual
potentials, each of which is characterized by a number of macro-, meso-, micro-
indicators of the economic development of the industry and agricultural enterprises,
namely: financial potential, bioresource potential, technical and technological
potential, infrastructural potential, innovation potential, personnel potential,
consumer potential, market potential, institutional potential, etc. At the same time, we
note that social, political, information-analytical and other factors that indirectly
affect the investment process also play a significant role in the formation of
investment potential.

Assessing the investment attractiveness of agriculture using this approach
increases the probability of investment efficiency for investors. For agricultural
enterprises, this will make it possible to develop an investment strategy depending on
the potential of the investment environment and to calculate the possible period of
implementation of the investment project, taking into account the level of
development of the investment infrastructure of the region.

Investment risks are assessed from the standpoint of the probability of
investment losses and income from them. Indicators determining investment risk are
formed taking into account economic and financial risk. One of the indicators of
economic risk is the wear and tear of the main production assets, which indicates the
level of provision of the industry with technical resources. Financial risk is calculated
as the aggregate value of the following indicators: the level of profitability from all
types of activities, the share of overdue payables, coefficients of financial stability
and financial capacity. With a more in-depth risk approach to the assessment of
investment risk, institutional risks (of a legal and organizational and management
nature), human potential, material and technical support of non-production
infrastructure, socio-economic condition in the state and related industries and
industries (for example, agricultural machinery, production of mineral fertilizers,
processing of agricultural products, etc.), political situation and political risk factors,
etc. At the same time, when assessing investment attractiveness, not only industry
indicators of potential and risks are taken into account, but also similar indicators in
related industries at the national and regional levels. In general, the methodological
approach to assessing the investment attractiveness of agriculture, taking into account
inter-branch and inter-regional indicators of investment potential and investment
risks, is shown in fig. 4.

Thus, let's summarize: the investment attractiveness of agriculture depends on
the availability and effective use not only of the industry's investment potential, but
also of interregional and interindustry investment potential.

This especially applies to adjacent regions and industries that are related to the
processes of production, storage, transportation, processing and sale of agricultural
products, as well as providing service, technological and innovative services to
agricultural enterprises. At the same time, it is important to take into account all
challenges and threats that are formed under the influence of objective or subjective
factors and are the basis of those investment risks that are inherent to the state of
Ukraine, in general, and to the agricultural industry, in particular.
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of rural and urban areas.

The structure of the investment potential affecting the investment attractiveness

Interregional investment
potential

Cross-industry investment
potential

Investment potential of
agriculture

- macro- and meso- indicators
of the economic development
of the state and regions;

- financial and credit potential;
- natural resource potential,

- infrastructure complex
potential;

- innovative potential;

- human potential;

- market potential;

- institutional potential;

- socio-political potential;

- information and
communication potential;

- etc.

- macro and meso indicators of
the economic development of
related industries and
industries;

- financial potential;

- raw material and resource
potential,

- infrastructure potential;

- innovative potential,

- personnel potential;

- market potential;

- institutional potential,

- social potential;

- political factor;

- information-analytical and
communication factors;

- etc.

- macro-, meso-, micro-
indicators of the economic
development of the industry
and rural areas. enterprises;
- financial potential;

- bioresource potential,

- technical and technological
potential,

- infrastructure potential;

- innovative potential,

- personnel potential;

- market potential

- institutional potential

- social factor;

- political factor;

- informational and analytical
and other factors.

INVESTMENT ATTRACTIVENESS AGRICULTURE

Investment risks affecting the investment attractiveness of rural areas.

Obijective-type challenges and
threats:

- bioclimatic (unpredictability of
weather conditions and climatic
changes);

- geoeconomic (world economic and
financial crises);

- geopolitical (change of political
elites, investment policy of foreign
countries, military conflicts).

- civilizational (aging of the global
population and individual countries,
pandemics, diseases, etc.)

currency swings);

Challenges and threats of a subjective type:

- economic (wear and tear of fixed assets and lack of
conditions for their reproduction);

- financial (price disparity, high credit rates, tax burden,

- infrastructural (underdevelopment of production investment
and innovation infrastructure);

- insufficient liquidity of investments;

- unsolved mortgage problem;

- poor condition of roads and other objects of non-production
infrastructure in the village, etc.

Fig. 4. Structural and logical scheme of the methodological approach to
assessing the investment attractiveness of agriculture (composed by the author)
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During the formation and implementation of the state or regional investment
policy in the field of agriculture, it is important not only to correctly determine the
factors of investment attractiveness, but also to correctly evaluate them.

For this, we consider it expedient, along with various quantitative (financial
and economic, statistical, econometric) and qualitative (methods of expert
evaluations), to use the methodology of rating evaluation, which is carried out taking
into account the investment potential of all agricultural enterprises and investment
risks in the region, taking into account the existing challenges and enterprise threats.

Rating assessment is carried out according to the following algorithm (Fig. 5).

In this way, the place (point) of the enterprise among other similar enterprises
in the region is first determined according to separate private ratings (production,
financial, resource, infrastructure, market, personnel, innovative), and then, based on
the sum of points, it is assigned its place (rank) among other enterprises in the region
depending on the values of the indicators characterizing them. Accordingly, for each
enterprise, the sum of the ranks of private potentials is determined - the total integral
indicator of an individual enterprise. Based on the integral indicators of the
enterprises, a ranked number of enterprises is built according to the growth of their
investment potential. According to this rating, all enterprises or regions of the
industry can be divided into groups with a high level of investment potential,
medium, moderate and low.

1) The place (point) of the enterprise among other similar enterprises of the
region is determined according to separate private ratings (production,
infrastructure, financial, resource, market, personnel, innovation, etc.)

2) According to the sum of points, the enterprise is assigned its place (rank)
among other enterprises of the region depending on the values of the indicators
that characterize them in different ratings

3) For each enterprise, the sum of the ranks of private potentials is determined -
the total integral indicator of an individual enterprise

4) On the basis of integral indicators of enterprises, a ranked series is built
based on the growth of the investment potential of these enterprises

Fig. 5. The sequence of steps for rating the investment attractiveness of
enterprises and regions

After the rating assessment of the investment potential, the enterprises of the
region and the region as a whole are evaluated according to the level of investment
risk, and lists of regions by investment risk groups are compiled. Based on the sum of
points, the regions are divided into three groups: with high risk, with moderate risk,
with low risk.
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Thus, to determine investment attractiveness, it is advisable to use the matrix
approach, which involves dividing investment objects into four groups by investment
potential, and by the level of investment risk into three groups. So, depending on
what place the enterprise or region will occupy in the investment attractiveness

assessment matrix, they are divided into three groups: Group | - high level of
investment attractiveness; Il group - average level of investment attractiveness;
Group 11 - low level of investment attractiveness (Fig. 6).
Groups of Groups of investment objects by level of investment potential
investment
objects by the High Average Moderate Low
level of investment investment investment investment
investment risk potential potential potential potential
High Il grou Il gr 0 I
investment risk group group group group
Moderate
investment risk I group IT group IT group III group
Low investment
I group I group IT group IT group

risk

Fig. 6. Matrix for determining the level of investment attractiveness of
agriculture in the region or an agricultural enterprise according to the rating
assessment (composed by the author)

This methodical approach to determining investment attractiveness is actively
used by both investors and investment recipients, because it allows:

- investors should select agricultural enterprises or regions that have the
greatest investment attractiveness, and investments in which can pay off faster. In
addition, the choice of an investment object can be made based on those indicators of
Investment attractiveness that are of most interest to the investor (production
potential, land resources, proximity to the sales market).

- provide potential investment recipients with measures that will enable them
to increase their investment potential and/or reduce investment risks and achieve the
required level of investment attractiveness and investment attraction.

3. Investment stability - as one of the characteristics of the investment climate,
it involves the creation at the level of the country, region, and industry of such
prerequisites that ensure the following:

1) Investment equilibrium, which is calculated at the level of macroeconomic
indicators, taking into account the multiplier and accelerator models and taking into
account indicators of investment demand and investment supply. This provides
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necessary and sufficient insights into the investment climate at the level of the
national economy as a whole, its regions, industries and industries.The state of
investment equilibrium is achieved as a result of the balanced use of financial and
institutional mechanisms of state regulation of investment activity;

2) Institutional balance, which implies the presence of legalized state
guarantees and standards for investor protection and investment insurance, the ability
of state institutions to ensure the long-term functioning of clear, understandable,
achievable and beneficial for all participants in the investment process: rules and
procedures, incentives and sanctions, checks and balances and provide favorable
conditions for achieving the expected results.

Therefore, it can be stated that the formation of a favorable investment climate
in various regions or industries, including agriculture, is characterized not only by the
state of investment activity and the level of investment attractiveness, but also largely
depends on whether there is investment stability, which is possible to achieve under
the condition of ensuring investment and institutional balance.

In general, under the definition of "investment stability" we understand the
ability of the institutional environment to provide the necessary conditions for
maintaining investment and institutional balance within the limits sufficient to
achieve investment goals, as well as counteract investment risks.

Thus, the analysis of various approaches to the definition of the essence of the
investment climate and its components in the context of the formation of an effective
state investment policy aimed at the support and development of agriculture makes it
possible to make the following author's definition of the essence of this concept: the
investment climate is a set of favorable natural-climatic, social- economic, financial
and credit, institutional, demographic, political and other factors, which in the long
term are able to ensure investment activity, investment attractiveness and investment
stability and equal conditions for all participants of investment activities while
minimizing the risks of loss of invested funds and income from such activities.

In order to improve the investment climate in agriculture, in our opinion,
efforts should be focused on the formation and implementation of the state
investment policy, and a number of strategic and current measures aimed at attracting
external investment funds into the industry, as well as improving the efficiency of
agricultural enterprises and forming they use their own investment resources at the
expense of profit and the creation of trust funds, including at the expense of
depreciation deductions. In order to attract investments in the agriculture of Ukraine
on a long-term basis, first of all, it is necessary to create effective financial and
institutional mechanisms at the state level that would ensure:

- transparent, understandable and stable long-term legislatively regulated rules
and procedures for conducting investment activities, which are beneficial for all
participants in the investment process;

- state financial support for the processes of reproduction of resource potential,
especially technical resources, and innovative and investment activities of
agricultural commodity producers on the basis of state partnership and creation of
joint investment institutes;
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- improvement of the state of financial and credit provision of agriculture and
diversification of credit instruments, including the use of the mortgage instrument;

- involvement in the investment process of free funds of both foreign investors
and enterprises of related industries, entrepreneurs, territorial communities, public
organizations and individuals.

The deepening of the investment decline in agriculture in recent years is caused
by a number of factors related, in particular, to the following:

- insufficiently balanced changes in the management of the industry, the
absence of a management and advisory vertical that would determine priorities at the
regional and local level, direct investment flows, coordinate and control the targeted
use of investment funds, regulate conflicts of investment interests, centrally develop
measures aimed at minimizing investment risks;

- unfavorable natural and climatic conditions caused by general warming
(frequent anomalous deviations from weather and climate norms, flooding, drought,
frosts; violation of vegetation conditions for the development of agricultural crops;
etc.);

- the deterioration of the financial condition of the state and business entities
and the strengthening of the role of financial and economic factors that increase the
likelihood of investment risks and capital preservation risks, including due to the lack
of investment stability;

- slowdown of investment activity in sectors of the economy related to
agriculture and processing of their products;

- the refusal of agricultural investors to implement their investment projects in
connection with the expectations of the opening of the land market and the change of
owners of agricultural plots of land,;

We agree with the reservations of M.Kisil [6] that the reduction of investments
in the short term will affect the pace of economic development, national food
security, as well as foreign exchange and budget revenues. Therefore, first of all, it is
necessary to take measures to increase investment activity in the agrarian and food
sector of the economy, especially in agriculture.

Currently, it is vital for the industry to eliminate specific industry factors of the
investment crisis, and we support their proposals regarding the urgency of solving the
following tasks:

- formation of agrarian policy and implementation mechanism by analogy with
the countries of the Organization for Economic Cooperation and Development;

- reduce investment risks in agriculture;

- opposition to agro-raiding and investments in illegal seizure of agricultural
lands;

- create conditions for the development of small agribusiness, the formation
and integration of cooperatives and provide national support, especially for the
implementation of investment projects;

- starting with agriculture, implementing real measures to prioritize the
development of investments in the agricultural sector of the economy, rather than
declarative ones [6].
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The approach of V. Plaksienko [12], who notes that in order to attract
investments into the economy of agricultural enterprises, it is necessary to improve
the investment policy of the state seems to be sufficiently justified. At the same time,
the author notes that the state investment policy should be aimed at attracting foreign
investments, but taking into account the interests of both foreign and domestic
investors.

At the same time, the volume of internal capital investments in the agriculture
of Ukraine is growing steadily, but their specific weight in the structure of gross
production is at the level of about 6%. The same situation persists in recent years and
does not stimulate foreign investors to invest in the agriculture of Ukraine. In the
development of the above and within the scope of the topic of our research, we
consider it expedient to add to the list of urgent tasks also tasks that are directly
related to the formation of the state investment policy regarding the institutional
support of the process of reproduction of technical resources of agriculture and the
improvement of the operation of financial and institutional mechanisms in namely:

- creation of financial and institutional prerequisites for improving the
investment climate by stimulating investment activity, investment attractiveness and
investment stability of the agricultural sector;

- legalization of various legal forms of formation, use and control of
investment funds intended for the restoration of technical resources of agriculture,
including the attraction of funds of individuals, both at the level of the enterprise and
at the level of the region, industry, state;

- intensify work in the direction of increasing state support for agriculture
according to programs for the reproduction of technical resources on the basis of
public-private partnership development and joint investment.

Solving the above-mentioned tasks is impossible without solving investment
problems of a general nature, developing and adopting a sound state investment
policy and strategy for the development of the state's investment activities in the
agricultural sector of the economy, maximum activation of the activities of national
investors and attraction of external investments for innovative projects.

In the development of this topic, we note that on the conviction of
V.Ya.Plaksienko [12] the main principles of the state investment policy in the near
future should be:

- creation and efficient use of all investment resources (including
coordination);

- determining the optimal ratio of participation of domestic and foreign
investors;

- attraction of foreign capital while respecting domestic interests;

- maximizing regional financial and investment opportunities by implementing
an aggressive innovation and investment policy and creating a favorable investment
environment;

- creation of motivations for long-term investment;

- increasing the role of internal sources of savings for financing investment
projects;
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- development of investment infrastructure compatible with the market
economy and stimulating the development of the stock market;

- stimulation of investment activity and implementation of investment projects
in agricultural enterprises;

- formation of national investment demand (with an indication of state
formation and joint programs with regions, state participation in commercial projects,
state procurement, issues of national security, issuance of state securities);

- supporting or creating a favorable investment environment in the strategic
area of agribusiness development with the help of credit and tax measures. In general,
agreeing with these principles and developing their list, we suggest adding such
principles as:

- formation of institutional foundations for the development of investment
activities in agriculture;

- formation of prerequisites for the creation of interregional and interbranch
entities with wide use of the possibilities of joint investment institutes and public-
private partnership;

- involvement of public organizations and civil society in monitoring the
targeted use of investment investments.

Intensification of agricultural production depends entirely on its technical
equipment. The availability and quality of technical resources forms the technical
potential of the industry and ensures its efficiency. However, it is characteristic of
technical resources to gradually wear out, become morally old and, as a result, lose
their consumer value and the ability to actively participate in the production process.

The lack of free baskets at the enterprises of the industry producers leads to
untimely reproduction of the technical resource, which in turn has a negative impact
on the efficiency of the production process and the quality of agricultural products.
Therefore, the issue of financial support for the process of reproduction of technical
resources in agriculture is urgent and requires an urgent solution.

First of all, we consider it expedient to define what we mean by technical
resources in the field of agriculture, because there are currently several economic
categories similar in sound and content in scientific circulation. Thus, in scientific
sources, scientists use the terms: "material and technical base" when addressing
issues of technical support for agriculture; material and technical resource"; "material
and technical support"; "technical and technological base"; "technical and
technological support"; "resource and technical support”; "technical support".

At the same time, identification of these concepts is common. Therefore,
within the scope of our research, we will define, first of all, the concepts of "material
and technical base" and "technical base", which in our opinion are basic, while other
concepts are derived from them. Leading domestic scientists, based on the source-
scientific analysis of the work of leading scientists [Andriychuk, Bilousko,
Zakharchuk, Pidlysetskyi, Sabluk] divide all material and technical resources of
agricultural production, depending on their purpose, into two groups: material and
biological resources and material and technical resources.

In general, if you turn to the dictionary of foreign words, you can see that the
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concept of "technique™ came to our language from Greek, where it meant skill. Later,
this concept came into circulation with several meanings:

1) in the broadest sense of the word, it is a set of means of human activity for
the implementation of production and service processes in the non-production sphere;
it is in technology that materialized knowledge and production experience
accumulated by humanity in the process of development of social production;

2) in the narrow collective sense - these are machines, mechanisms, devices,
devices, tools in one or another field of production;

3) a set of skills and techniques that form mastery in one or another type of
activity.

The word "resource” translated from French means means, reserves,
opportunities.

Thus, since the subject of our research is "technical resources in agriculture™
and guided by the second interpretation of the term "technique”, within the scope of
this work we will define the essence of this concept as follows: technical resources in
agriculture are available mobile and stationary technical means to the composition of
which includes machines, mechanisms, devices, devices, tools intended for the
production of agricultural products. As for the concept of "material and technical
base", in our opinion, it is more comprehensive, because the material and technical
base includes not only technical resources, but also all other non-reversible and
reversible man-made material resources.

Thus, we believe that the structure of production resources in agriculture is
somewhat more complex than it is presented in the works of individual scientists, it
involves their division into two groups: natural and biological resources and material
and technical resources, which in turn are divided into subgroups like this shown in
Figure 7.

Technical resources are an active part of production resources, they are
intensively used in agricultural production, which often takes place in difficult
weather and climate conditions and in conditions of weak infrastructure and service
support, which accelerates their physical wear and tear.

In addition, the rapid development of scientific and technical achievements, the
recognition of innovative technologies in the production of agricultural machinery
and the technology of growing agricultural crops have led to the moral aging of
technological means in agriculture. The rapid obsolescence of technical resources
requires not less, but perhaps even more, their rapid reproduction, because it is
precisely the sufficient availability of high-quality and highly productive agricultural
machinery that can ensure the effective functioning of the industry, which in turn will
positively affect the financial stability and sustainable development of the entire agro-
industrial sector of the economy.

However, in today's realities, the issue of reproduction of technical resources is
one of the most painful for the agricultural sector of the economy, because
agricultural machines and tools are quite expensive, and agriculture balances between
losses and profits on the edge of survival for many years. Therefore, it is important to
find practical mechanisms and sources for the reproduction of technical resources that
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would really cover the needs of agricultural production and its development. At this
stage, we note that, adhering to classical approaches to understanding reproduction as
a process of constant renewal of production resources in the previous (simple
reproduction) or increased (extended reproduction) size, we foresee the possibility of
innovative reproduction of technical resources, which means an increase not only in
the number of technical means, but and changing their quality due to the involvement
of fundamentally new, modernized, more productive technical models. Here we mean
the use not only of traditional machinery - tractors, combines, etc., but also
technologically advanced agricultural robotics, such as ground sensors, autonomous
tractors and flying drones, which help to optimize the production process and produce
agricultural products with lower costs.

PRODUCTION RESOURCES IN AGRICULTURE

/\

Natural and biological Material and technical resources
resources
Natural Biological Material resources Technical resources
resources resources
Fixed resources: I‘
Land Perennial in addition to Cars
plantations |« technical means Mechanisms
(buildings, Vehicles
structures, etc.) Equipment
Productive Devices
Forests cattle 7 Technical devices
Circulating Instrument
resources:
Young raw materials,
animals [¢— » fertilizers, seeds,
Reservoirs fodder, fuel, oil
products, etc

Unfinished
production

Fig. 7. The place of technical resources in the structure of agricultural production
resources (compiled by the author)

Thus, having defined the concepts of "technical resources in agriculture™ and
"reproduction of technical resources" and relying on them, as well as on the
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understanding that "process” is a set of consecutive actions aimed at achieving a
certain result, we can give the following definition of such economic category as "the
process of reproduction of technical resources in agriculture” is a set of consecutive
actions aimed at updating technical resources - machines, mechanisms, devices,
devices, tools - intended for use in agriculture, in the form of simple, extended or
innovative reproduction .The reproduction of technical resources mainly occurs due
to the purchase of new machinery and agricultural tools, and only in a small amount
due to the capital repair and modernization of old, completely worn out technical
means. At the same time, expanded and innovative reproduction is carried out only
by purchasing new technical means on the domestic and foreign markets of
agricultural machinery.

Insufficient study of the specifics of the market of technical resources for
agriculture leads in practice to erroneous actions, which lead to inhibition of the
development of the industry and affect the interests of agricultural producers. In
general, the market of technical resources for agriculture is a market of industrial
goods, which has the following characteristics:

1) the demand in the agricultural machinery market is ultimately determined by
the demand for agricultural products produced with the help of this machinery. That
Is, this demand is derived from the demand for agricultural products, which is formed
on the domestic and world markets, and its structure and range depend on the
structure and range of demand for these products;

2) the peculiarity of the formation of demand for technical resources also
determines its price elasticity, which is determined, first of all, by the following three
factors:

— the level of demand for finished products, which is usually not elastic;

- substitutability of resources: if it is possible to replace resources, then the
demand is elastic, if not, then the demand is inelastic, and since it is practically
impossible to replace technical means in the production process, this factor indicates
the elasticity of the technical resources market;

- the specific weight of this resource in the total costs for the production of
finished products: the greater the specific weight, the higher the elasticity of demand,
in agriculture the cost of the technical means used, which is included in the cost of
finished agricultural products in the form of depreciation deductions, in recent years
does not exceed 10% in crop production and 5% in livestock production. Therefore,
this factor also indicates low price elasticity;

3) as a rule, the role of buyers is played by farmers and professional
entrepreneurs who are well-versed in the characteristics of the equipment required for
production and are guided by pragmatic motives when purchasing technical means.
That is, the circle of people who form the demand for technical resources is quite
professional and limited;

4) the formation of the price of agricultural technical resources depends on the
conditions of their production, which requires significant costs of material and
technical resources, therefore, "the demand for resources is an interdependent
process, where the amount of each resource involved in production depends not only
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on the price level on this resource, but also on the level of prices for other resources
used in production. "The market of technical resources plays a special role in the
organization of agricultural production, because technical support of agriculture is the
main condition for increasing the efficiency of the use of labor and land resources,
intensification of production, increasing the volume and quality of agricultural
products, profitability and profitability of each individual producer and the industry
as a whole.

Thanks to the action of market mechanisms, demand and supply for technical
resources for agricultural purpose are balanced and saturation with technical means of
entrepreneurs, farms, agricultural cooperatives, agricultural holdings, etc. occurs.
Through the market, technical support of agriculture is carried out with the necessary
technical means.

We can state that the economic value of the agricultural technical support
market lies in the fact that it makes it possible to provide:

1) uninterrupted supply of the enterprise with the necessary technical means;

2) optimization of business relations between the consumer and the supplier;

3) creation of economically justified needs for technical resources and
determination of ways of their reproduction;

4) application of progressive forms and means of obtaining technical resources
for the purpose of their simple, extended or innovative reproduction;

5) energy- and ecologically-safe and effective use of technical means in
production through the development of new technologies. The main players in the
market of technical resources for agriculture are, first of all, producers of agricultural
products, which form demand, then factories - manufacturers of agricultural
machinery, which form supply. Also, active participants in this market are trade and
intermediary organizations, service services and enterprises for the repair and
maintenance of machines and equipment, machine-technological formations for the
provision of production services to agriculture, marketing-consulting firms, which,
within their region and sphere of activity, they study supply and demand, the
purchasing power of buyers, terms of sale of goods, terms of delivery and, on the
basis of the collected information, arrange the sale of technical means for enterprises
in the field of agriculture.

The main market forms of supply of technical resources for commodity
producers in the industry are: commodity and raw material exchanges; auctions,
contests; wholesale purchases; purchases in small batches; procurement according to
need; by order; due to own production; under direct contracts: machine and tractor
stations, repair and technical stations, machine and technological stations, leasing,
secondary market of equipment. It is also advisable to create wholesale markets of
technical means on the basis of existing regional agricultural services in the form of
associations or joint-stock entities.

It is also important to take into account that the development of the market of
technical resources for agriculture occurs taking into account such features as
seasonal fluctuations, which are characteristic of seasonal production, as well as the
fact that this demand is secondary, as it is determined by the demand for agricultural
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products (food products ) and is inelastic because it is determined by a person's
physiological needs for food. Therefore, a necessary condition for the prevention of
unfair competition in this market is the intervention of the state, which must ensure
the development of a competitive environment and the difference in the prices of
technological resources of agriculture and agricultural products. All this should take
advantage of functions in the market as participants and civil servants. Therefore, the
development of the market of materials and technological resources for agricultural
production should take place both in a favorable competitive environment, in the
development of market infrastructure, and in the regulatory role of national goals.

As it was noted at one time in the Law of Ukraine "On the system of
engineering and technical support of the agro-industrial complex of Ukraine" and in
the Strategy of economic and social development of Ukraine "Through European
integration”, ensuring competitive agricultural production on the domestic and
interstate markets acquires a particularly important socio-economic significance. This
is still relevant today, because even today, agricultural production in Ukraine needs:

- technological rearmament with domestic highly efficient, reliable, energy-
saving and ecologically protective technical means;

- reproduction of the technical potential of the agricultural industry to meet
technical needs;

- state support for the development and production of modern technical means.

The extended reproduction of agricultural production is objectively based on
the principles of restoration of more advanced and productive technical resources
consumed in the process of production activity. Violation of this economic regularity
inevitably leads to a decline in the volume of production activity, deterioration of
quantitative indicators and quality characteristics of products, reduction of labor
productivity and profitability of production. That is, let's summarize - the state of
socio-economic development of agriculture depends on the availability and timely
reproduction of technical resources.

That is why it is so important to pay attention to this problem not only at the
level of the enterprise or industry, but also at the level of the state. The main issues
that must be resolved are the issue of financial support of the industry in the amount
that should satisfy the needs of agriculture in technical means, because own funds are
not enough not only for innovative or expanded, but also for simple reproduction of
technical resources at the enterprises of the industry. Under such conditions, it is
necessary to urgently find ways to attract investments in the fixed capital of the
agricultural sector of the economy from all real sources. It is the active investment
activity of agricultural enterprises that is the key to their stable development and
achievement of high results.

The introduction of modern technologies in agriculture to increase crop yields
and meet the rapid growth in food demand will be a key factor driving the
agricultural machinery market. Traditional farming technology and its implements
such as ploughs, seed drills, cultivators, harrows and other tillage tools are now being
replaced by other modern agricultural machines. Thus, in order to increase the yield
and quality of agricultural products, advanced agricultural machinery, such as
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sprayers, tools for harvesting hay and fodder, specialized combines, various
equipment for irrigation and crop processing, are currently used in various production
processes.

Also, in agriculture, the introduction of GPS software products and tractors
equipped with telematics (course finder, RTK station, autopilot) is expected, which
will stimulate the innovative development of the market for the sale of agricultural
machinery and its innovative reproduction during the next 5-10 projected years. It is
innovative reproduction that will enable domestic agriculture to apply new energy-
and ecologically-saving technologies, produce ecologically clean products and enter
world markets as a powerful player. One of the promising areas of development of
innovative technologies in agriculture is "precision farming”. According to
independent experts, certain elements of “precision farming™ have been implemented
on 20-40% of the cultivated lands of Ukraine. These data confirm the data of the
State Statistics Service of Ukraine regarding the structure of farm lands of all forms
of ownership. "Precision farming" systems still remain expensive for almost all small
agricultural producers, and for most medium-sized agricultural enterprises, therefore,
it is advisable to introduce them to farms with an arable area of more than 1000
hectares.

That is, the main users of this system are large farms, which usually use large
tractors with a power of more than 100 kW. In practice, it has been proven that more
powerful tractors cultivate larger areas, so the economic benefits of installing a
"precision farming" system are greater compared to tractors with less power.
However, despite the development of new technologies and the formation of the
market for innovative technological equipment, the share of tractors in the volume of
sales of agricultural machinery was the largest and amounted to more than 25%. At
the same time, we note that it is the tractor fleet that forms the basis of the technical
resource of agriculture. The site grandviewresearch.com notes in its research that
tractor sales will grow until 2025 due to increased mechanization rates, as well as
population growth, which will lead to increased pressure on the production and sale
of machines. The analysis of the European market of agricultural machinery shows a
steady trend of increasing the number of tractors, where Germany and France are the
undisputed leaders - the countries with the largest tractor markets in Europe.

We also express our belief that the concepts of "investment activity" and
"Investment process" are inextricably linked with the concept of "investment
security", since all types of material and financial values that are invested acquire the
status of real investments only in the process of their practical implementation.

We note that this scheme is not closed, since the processes in the field of
investment activities are influenced by various internal and external factors.
Therefore, this process is cyclical and depends on the frequency of significant
changes related to the formation and development of state investment policy and
factors affecting the investment climate. In general, investment support for the
development of agriculture should be considered as a set of various conditions,
resources, financial, economic and institutional mechanisms that ensure the course of
investment processes for a long period of time and lead to changes in the quantitative,
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qualitative and structural characteristics of the industry, its transition to a new
qualitative state, which forms the ability to counteract objective and subjective
challenges and threats, the negative influence of the external environment.

Since 2018, a program has been in effect in Ukraine to partially cover the costs
of agricultural machinery and equipment of domestic production to support the
current situation on the market and the production of agricultural machinery. As part
of this program, in 2020 the Ministry of Economic Development, Trade and
Agriculture expanded the list of Ukrainian-made agricultural machinery, the cost of
which is compensated.

The expansion of the agricultural machinery market, including that of foreign
manufacturers, characterized by an increase in supply and demand, leads to the
search for sources of increased financial investment resources circulating in this
market. According to Art. 1 of the Law of Ukraine "On Investment Activity",
investments aimed at the creation (acquisition), reconstruction, technical re-
equipment of fixed assets, the expected useful life of which exceeds one year, are
carried out in the form of capital investments. At the same time, the structure of
capital investment sources in Ukraine is not perfect. Enterprises forced to renew fixed
assets, the costs of which are recouped over a long period, have very limited
opportunities to invest in current assets and social projects. The structure of sources
of capital investment requires significant improvement, including due to the increase
of foreign investments, state funds, loans and the active involvement of private funds
not only in the construction sector, but also in the manufacturing sector and, first of
all, in agriculture. In addition, for the purpose of investing in the agriculture of
Ukraine, the funds of individuals are practically not used, and this, in our opinion, is a
powerful source of potential investments in the industry and especially in the
reproduction of technical resources, which are the most liquid part of fixed assets.

Today, agricultural enterprises invest in fixed capital from all real sources.
They primarily include depreciation charges. But the fact is that the amount of
accrued depreciation is only a virtual source of recovery of fixed assets, including
equipment. In fact, these funds are not accumulated separately in the accounts of
agrarian enterprises, and it is impossible to talk about their intended use specifically
for the reproduction of fixed assets. Moreover, in conditions of constant growth in the
prices of energy carriers and other circulating assets, the revenue from the produced
and sold agricultural products is, as a rule, directed to the purchase of fuel, seeds,
fertilizers necessary for the recovery of the next production cycle. Thus, amortization
can potentially become a powerful source of reproduction of technical resources of
agriculture, but provided that price parity is observed and appropriate financial and
legal prerequisites are created regarding the order of not only the formation, but also
the use of the amortization fund.

Another internal source of replenishment of capital investments for the
reproduction of technical means of agricultural production is profit, at the expense of
which different funds can be formed for the reproduction and development of
technical resources, but the decision to create such funds is made at enterprises
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depending on the availability and size of profits, which in the last years is meager and
barely covers current operating costs of enterprises.

Therefore, until now, agriculture has acquired adequate purchasing power, and
the level of its technical equipment does not meet technological needs. Due to the
untimely execution of technological operations, a third of the gross output is not
collected every year, the costs of current repairs and fuel increase, and this leads to an
increase in the cost price and a decrease in profitability. The economic interest of
small producers and farmers in land management is gradually fading. In addition, the
low purchasing power of farmers negatively affects the development of agricultural
machinery, which is losing its position on the market and is in a critical situation. In
order to ensure simple reproduction of agricultural technical means, the state
depreciation policy and the depreciation policy of agricultural enterprises need to be
improved in terms of its investment direction through:

- real implementation of the mechanisms of application of alternative methods
of depreciation of agricultural machinery provided for by P(S)BO 7 at the macro- and
micro-levels;

- separation of economic and fiscal functions of depreciation;

- implementation of amortization deductions and technical means within
economically reasonable limits according to the principle of matching income and
expenses, indicators of the intensity of their use, rapid moral aging of technical means
and taking into account the price situation of the market;

- stimulating the use of depreciation deductions by enterprises for a direct
purpose - for simple reproduction of fixed assets;

- establishment of depreciation incentives, including tax benefits, as an
important component of the state depreciation policy, subject to the investment use of
depreciation deductions, and the amount of benefits received for the development of
innovative projects that involve the production of types of agricultural products
important for the national economy with the use of new technical and technological
approaches;

- introduction of tax norms of accelerated depreciation for all groups of
technical means directly involved in agricultural production. Given the limited own
financial resources to ensure the reproduction of technical resources, external
investment support is the most effective means of exiting the agricultural sector from
the economic crisis. Attracting investments can lead to structural changes in the
industry, the growth of technical progress, and the improvement of quality indicators
of economic activity at the micro, meso, and macro levels.

Insufficient own resources, limited access to credit resources and their
significant increase in price lead to strengthening the role of the state in ensuring
investment activities in agriculture. One of the aspects of state intervention in capital
investment processes is related to state budget allocations for capital investment, with
the help of which the state seeks to a certain extent to influence the market situation
and economic growth, the state of demand and the volume of the domestic market. In
economically developed foreign countries, capital investments in agriculture at the
expense of state or municipal budgets based on the implementation of public-private
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partnership mechanisms are an important factor in social reproduction, a source of
modernization and expansion of fixed capital, and a means of stimulating its
accumulation.

According to M.Kisil [6], for the successful implementation of an effective
investment policy, the main priorities of financial and economic stabilization, the
main directions of agricultural development, based on the development of an
investment and innovation strategy for the development of the industry with
justification of the expected results in the achievable time period, should be
highlighted. The main goal of such a strategy should be financial and economic
stabilization, which is achieved under the following conditions: to create a legal
mechanism for the protection of private investments. Law on formation of
organizational system and mobilization of monetary resources of the population. The
state guarantees that it will create a mechanism for attracting foreign investments and
receiving foreign currency income; formation of securities and equity markets;
mortgage for the development of agriculture; investing in the areas of limited
monetary production and social security. All this still has to be done on the basis of
very weak national protectionism.

The formation of high-quality technical resources in agriculture, which would
meet modern world standards, requires significant investments, which, in our
opinion, can be provided by:

- preferential - at low interest rates (under 2-3% per annum) long-term state
lending for the purchase of technical means for agricultural purposes, with a
postponement of interest payment terms for the first three years;

- interest-free state crediting of expenses for the purchase of technical means
for conducting ecologically clean agricultural production and the introduction of
innovative technologies;

- tax incentives for the creation of agro-industrial associations of agriculture
with industrial, agro-service, financial, trade-intermediation and educational-
scientific spheres and the creation of technical and technological clusters;

- creation of joint ventures by combining the land capital of domestic
agricultural formations and the fixed capital of foreign companies under the
conditions of joint investment and public-private partnership;

- development of a civilized market for leasing agricultural machinery. It is
especially worth paying attention to leasing, because currently only about 0.2% of
agricultural machinery is leased in Ukraine, while in the USA leasing covers more
than a third of all capital investments, and such a well-known manufacturer of
agricultural machinery as John Deere leases more than 50% of the manufactured
equipment.

The economic prerequisites and trends that have developed in Ukraine
regarding the formation of technical resources in agriculture and other branches of
the national economy of Ukraine testify to the presence of chronic price disparity,
which, unfortunately, was mostly not in favor of the agrarian sphere.

In addition, it is worth noting that a certain leveling of the indices of the prices
of manufacturers of industrial products and prices for the sale of agricultural products
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took place in 2014-2015, after the signing of the Association Agreement between
Ukraine and the EU and the reorientation of sales of agricultural products to Western
markets, as well as due to the high level prices for these products on the world
markets, as a result of which foreign exchange earnings increased and the balance of
prices for agricultural and industrial products somewhat equalized. However, in the
following years, the price indices of industry, especially of machinery and equipment
manufacturers, once again prevailed over the price indices of agricultural products.
Studies of the financial support of agricultural producers show that they mainly work
at the expense of their own resources, which are currently significant in terms of
specific weight, but insufficient for self-financing.

The limitation of own funds forces agrarian enterprises to hope for support
from the state and makes it necessary to develop both banking and partnership
lending norms. Therefore, opportunities should be created to attract credit resources
and foreign investments to the agricultural sector of the economy. After all, according
to the estimates of the World Bank and the Food and Agricultural Organization of the
United Nations, Ukraine can produce 2-2.5 times more food than now and can
become the world's granary.

Statistics show that in developed countries, 70% of working capital for the
development of the agricultural sector is formed at the expense of bank lending,
while in Ukraine this share is only 20%. Therefore, the problems of credit provision
of the agrarian industry, and especially the need to reproduce its technical potential,
make it necessary to improve the credit mechanism.

Currently, there are good methods of lending to agriculture, special risk
management tools of financial institutions and mechanisms for reducing the cost of
bank lending to farmers. However, this issue remains unresolved and needs an
effective and as soon as possible solution from the point of view of credit support for
the industry process of replication of technological resources. Finally, budget deficits,
inflation, rising lending rates, and defaulted businesses are adversely affecting all
areas of the agricultural industry, including agricultural production. In addition,
farmers have a clear understanding of different prices, lost sales channels, and
purchased materials and technologies.

In their works, scientists convincingly substantiate that credit resources play an
important role in agriculture, but it depends on:

- seasonal gap between investment and receipt of funds, continuity of
reproduction processes, significant need for working capital;

- changes in the volume of bank lending to agricultural producers, which is
closely related to the yield of agricultural crops, the global financial crisis, and the
increase in the cost of credit resources;

- the mechanism of reimbursement of expenses, which is related to the
payment of interest for the use of bank loans. But the volumes of credit resources
placed in agriculture still do not meet the needs of the industry, which is caused by a
number of, at first glance, objective factors:
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- insufficient crediting period — banks mainly provide medium-term loans for
up to three years, but in order to form a resource base for investing in technical
means, the crediting period cannot be less than 5 years;

- the absence of liquid collateral from agricultural producers - in contrast to the
desire of banks to secure a loan with collateral that is many times greater than the
amount of the loan itself;

- high risk of agricultural production — unpredictability of financial losses due
to weather and climate conditions, crop failure or negative price situation;

- lack of adequate insurance protection of agricultural producers against natural
risks and credit operations against loss of credit resources;

- the presence of contradictions in the justification of loan sizes - lack of clear
criteria for assessing the creditworthiness of agricultural enterprises;

- a high level of dependence of the compensation mechanism on the
availability of budgetary resources - the implementation of the procedure for state
compensation of part of the credit rates depends on the availability of free funds in
the budget.

Also, it is advisable at the state level to pay attention to the possibility of
creating institutional conditions for attracting to the financial support of agricultural
production such sources as the accumulation of individuals and free funds of newly
created territorial communities, which can be invested, including, in the reproduction
of technical means. Thus, only through a comprehensive approach and the
implementation of effective financial and institutional mechanisms aimed at the
formation of a favorable investment and depreciation policy of a reproductive nature,
an economically justified price policy, it is possible to ensure the renewal and
increase of the industry's fixed capital and the growth of the fund security of
agricultural production of Ukraine to the level of advanced countries the world.
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1.4. CURRENT ISSUES OF IMPROVING PERSONNEL AND
ECONOMIC SECURITY OF THE ENTERPRISE

Oleksandr Atamas,
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Taxation and Management of Financial and Economic Security

Summary. The theoretical foundations of the personnel component in the
system of economic security of the enterprise, the structure and factors influencing
economic security have been studied. The main legal documents that regulate the
relationship between the employer and the employee have been analyzed. Ways of
improving the personnel management and evaluation system are proposed to improve
the personnel security component of the enterprise.

Keywords: personnel management, personnel security, accounting and
analytical support, personnel evaluation

At the current stage of formation of the investment and innovation model of the
economic development of the economy of Ukraine, the main essential driver of
economic growth is the personnel potential as a strategic resource and economic
strength of the country.

In addition, the personnel policy of the enterprise determines the main
approaches to personnel management in the implementation of the company's
mission and common strategic goals. The success of the implementation of personnel
policy in the system of economic security of the enterprise directly depends on the
level of management of each employee as an important component of his strategic
and tactical potential in ensuring financial and economic stability and security.

The economic stability of countries with a high level of economy is ensured by
scientific and technological implementation of breakthrough scientific and technical
developments and high technologies. This objectivity presents Ukraine with the task
of strengthening use of scientific, intellectual, educational potential as a prerequisite
for the national economic security of the enterprise and the state as a whole.
Elimination of Ukraine's technological lag behind advanced developed countries is
actualized by the influence of destructive factors that take the form of potential and
real threats. First of all, this affects the devaluation processes of moral and spiritual
values in society, the rapid decline in purchasing power and the impoverishment of
the population's life, the extremely low pace of reforming Ukrainian science and
education, and the delay in building a state-owned innovation system.

The development of the national economy is not possible without the creation
and effective use of the country's personnel and intellectual potential, which will
ensure economic security as a means of countering internal and external threats.

In today's conditions of economic instability and uncertainty in making
management decisions, for the effective functioning of enterprises of various forms
of ownership, the issue of ensuring economic security comes to the first level.
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The understanding of economic security actually appeared with the emergence
of the state and is a component of national interests. It can be argued that the first
references to the expediency of maintaining security in an economic context are
given in Plato's seminal work "Politeus".

In this outstanding work, it is proved that the state is considered ideal, where
there is abundance, not excess. However, with the emergence of excess needs, society
inevitably faces troubles, including wars, which turns a "healthy state” into a
“feverish state™ [14]. Analyzing the scientific work of this philosopher, we can
conclude that crisis phenomena arise in connection with society's desire to consume
and own luxury items that are not available in the country's natural resources. For
this, it is necessary to conguer new territories, obtain the desired resources that satisfy
excessive needs. Thus, Plato proposed the state of an ideal state, which is in
economic security.

In the countries of Western Europe, the concept of economic security was
formed on the basis of the awareness of the concept of "security", which appeared at
the end of the 12th century and was interpreted as a state of absence or neutralization
of threats, danger, as well as the creation of conditions and social institutions that
ensure it [13]. A historical document attesting to the use of this term is Robert's
dictionary, which dates back to 1190. In this document, security was understood as "a
calm state of the human spirit, protection from any danger." However, in this sense,
the term did not firmly enter the vocabulary of the peoples of Western Europe and
was rarely used until the 17th century. In the 17th and 18th centuries, many countries
established the point of view that the main goal of the state is the common good and
security. Therefore, the term "security" at that time acquires a new meaning: a state, a
situation of peace, which arises as a result of the absence of real danger, as well as the
presence of material, economic, political conditions, relevant bodies and
organizations that contribute to the creation of such a situation. According to S. M.
Shkarlet [16] and S. Kravchenko [11], the category "security™" appeared in Slavic
society in the middle of the 15th century. as a reaction to the invading encroachments
of the Golden Horde. In the 17th century this concept is already classified as state and
universally recognized [5]. In August 1881, in tsarist Russia, the "Regulations on
Measures for the Protection of State Order and Public Peace" were adopted, where
the concept of public security was defined for the first time.

Considering the category "economic security", it should be noted that it was
first introduced in connection with the introduction of another term "national
security". The concept of national security as a philosophy of achieving a stable state
of the state is connected with the events known in history as the Peace of Westphalia,
during which the concept of a sovereign state became the basis of a new international
geo-order [19]. The earliest references to the concept of national security date back to
1790, which were made at Yale University. Historically, the concept of national
security included political, military and economic spheres. With the aggravation of
crisis phenomena in the 20th century, both in the global and national economies of
the countries of the world, attention to the issues of economic security of the state and
its component industries increased.
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The emergence of the concept of "economic security of the enterprise™ is due to
the processes that took place during the "Great Depression”, which became the
driving force for the development of such countries as the USA, Germany, France,
and Canada.

The first official body that directly dealt with economic security was the
"Federal Committee on Economic Security” in the United States of America. It was
approved by a decree of President F. D. Roosevelt in 1934. The committee directly
dealt with the issue of economic security of individual persons, but this gave impetus
to the further development of both the theoretical and practical application of this
concept in the activities of the state and later also in relation to enterprises of various
forms of ownership.

At the session of the General Assembly of the United Nations in 1985, the
official resolution “International economic security” and the status of the term
"economic security" were adopted. The resolution promoted the need to ensure the
economic security of states for the further development and progress of each member
of the UN.

A somewhat different situation with economic security has developed in the
European Union, where the term "economic security” has two meanings. The first
designation refers to the position of the European Union in the world economic
system. The European Union notes the importance of European integration in the
competitive process of globalization of the world economy. The Organization for
Security and Cooperation in Europe (OSCE) is the largest official organization
dealing with complex issues, including economic security in Europe. It unites 56
countries located in Europe, Central Asia and North America. From 1973 to 1975, the
"Meetings on Security and Cooperation in Europe” were held, which were later called
the "Helsinki Agreements” and were created on the initiative of the USSR and the
socialist states of Europe.

During the forums, measures were taken to strengthen economic security in
Europe. Among the participants were 33 European countries, the USA and Canada.
The meeting was held in three stages from 1973 to 1975 and ended with the signing
of the Final Act of the Meeting on Security and Cooperation in Europe.

From 1977 to 2010, a number of meetings were held, as a result of which such
documents were signed as: the Paris Charter for a New Europe, the Treaty on
Conventional Armed Forces in Europe, the adopted joint declaration of 22 states, the
Charter of European Security, the agreement on the adaptation of the CSCE, the final
Political Declaration and a modernized Vienna document on confidence-building
measures as a basis for further work. Since the 80s of the XX century. large-scale
scientific development of the "security" category began by the institutions of the
leading countries of the world, the most famous of which are the London Institute for
Strategic Studies, the Stockholm Institute for Security Studies, and in the 1990s this
problem also interested domestic authors [17].

On the territory of independent Ukraine, the concept of "economic security"
appeared in the "Concept of National Security”, which was approved by the
Verkhovna Rada in 1997, and acted to ensure a predictable legal framework and
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create an effective environment for the development of entrepreneurship, democracy
and the welfare of citizens.

As a regulatory document, the "Concept of National Security" lost its validity
with the adoption in 2003 of the Law of Ukraine "On the Basics of National Security
of Ukraine", where Article 5 "Principles of Ensuring National Security" determined
that "the national security of Ukraine is ensured by conducting a balanced state policy
in accordance with the doctrines, concepts, strategies and programs adopted in the
established order in the political, economic, social, military, environmental, scientific
and technological, informational and other spheres”. Article 7 also lists threats to
national interests and national security in every sphere of state activity.

In 2012, the Cabinet of Ministers of Ukraine approved the "Concept of
ensuring national security in the financial sphere” No. 569, which clearly defined the
principles of effective formation and an effective mechanism of financial risk
management on the part of the state to level crisis phenomena in the financial sphere.
Also, the main ways of ensuring security in the banking and tax spheres, budgetary,
public debt management, foreign exchange market and the real sector of the national
economy were determined.

In 2018, the Verkhovna Rada adopted the Law "On the National Security of
Ukraine", which defines the main principles and principles of national security and
defense. According to this law, state policy in this area is aimed at: “ensuring
military, foreign policy, state, economic, informational, environmental security, cyber
security of Ukraine™ [7].

The main principles determining the order of formation of state policy in the
spheres of national security and defense are:

1) the rule of law, accountability, legality, transparency and compliance with
the principles of democratic civilian control over the functioning of the security and
defense sector and the use of force;

2) compliance with the norms of international law, participation in the interests
of Ukraine in international efforts to maintain peace and security, interstate systems
and mechanisms of international collective security;

3) the development of the security and defense sector as the main instrument
for the implementation of state policy in the spheres of national security and defense

[7].

Fundamental national interests of Ukraine are also defined in the Law "On
National Security of Ukraine":

1) state sovereignty and territorial integrity, democratic constitutional order,
non-interference in the internal affairs of Ukraine;

2) sustainable development of the national economy, civil society and the state
to ensure the growth of the level and quality of life of the population;

3) integration of Ukraine into the European political, economic, security, and
legal space, acquisition of membership in the European Union and the North Atlantic
Treaty Organization, development of equal and mutually beneficial relations with
other states.
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The "National Security Strategy of Ukraine”, which was adopted by the
Presidential Decree from May 6, 2015 and is valid until today, defines the main goals
as follows: "minimization of threats to state sovereignty and creation of conditions
for restoring the territorial integrity of Ukraine within the internationally recognized
borders of Ukraine, guaranteeing a peaceful future of Ukraine as a sovereign,
independent, democratic, social, legal state, affirming the rights and freedoms of man
and citizen, ensuring a new quality of economic, social and humanitarian
development, ensuring Ukraine's integration into the European Union and forming
the conditions for joining NATO" [15].

At the same time, the Strategy defines the main threats in the economic sphere
and the ways of their leveling. The main threats and ways to overcome them are
listed in Table 1.1.

Table 1.1
The main threats in the field of economic security and ways to overcome them
Threats in the field of economic security Ways to overcome them
High level of dependence of the economy | Diversification of foreign markets,
on foreign markets redirection of trade and financial flows,
increasing resistance to negative external
influences
A very large share of worn-out fixed | Innovative update, increasing the level of
assets in  critical infrastructure, | security of critical infrastructure as a

insufficient level of their security, | whole system
inefficient management

Low level of public debt management, | Public. Effective use of budget funds,
corruption, degradation of civil service control by all interested organizations,
transparency of the monetary and
banking system

Regulation by the state, a low-tech and | Deregulation, simplification of the
resource -consuming model of the | taxation system and tax administration,
economy innovative development

In table 1.1, only those threats were listed in our opinion, the solution of which
contributed to a quick push for the development of the national economy. If we
consider in more detail the threats that exist and do not allow Ukraine to reach higher
positions in the World ranking, then we can note such threats as:

- monopoly by oligarchic clans in strategic sectors of the economy;

- military aggression;

- insufficient provision of the security and defense sector throughout Ukraine's
independence;

- lack of directions and priorities in various spheres of life (social-economic,
scientific-technological, military-economic);

- outdated model of public institutions;

- distribution of public resources through criminal clan groups.

79




At the current stage of the development of the economy of Ukraine, a question
arises in the modern classification of threats not only at the macroeconomic level, but
also at the level of enterprise activity. Due to the fact that threats have a very wide
variety, it is necessary to classify them correctly. Types of threats to the economic
security of the enterprise are listed in Table 1.2.

Table 1.2
Classification of threats to enterprise activity

Types of threats

Threats

By place of origin

internal, external

By nature of occurrence

competitive, contractual , criminal

According to the probability of
occurrence and degree of obviousness

obvious, hidden

By consequences and degree of
prevalence

general, specific, local, individual

In relation to human activity and the
probability of implementation

objective , subjective , inevitable ,
deferred

By objects of encroachment and scale of
consequences of implementation

information, tangible and intangible
assets, personnel, business reputation

Local consequences, general
consequences

According to the
forecasting

possibility  of predicted and unpredicted

According to the
occurrence

probability  of catastrophic, insignificant

By areas of occurrence economic, physical, psychological,

informational

The provided classification of threats to the enterprise's activity does not
provide the entire possible set of signs. The optimal choice of signs for countering
threats is directly influenced by many factors, both external and internal to the
enterprise.

In general, the economic security of the enterprise has two main components in
its structure, which can further be divided into elements of this structure.

The first component includes internal production issues. It directly includes
financial security, personnel and intellectual security, technological security, legal
security, information security, environmental security, and law enforcement security.
In our opinion, it is necessary to put personnel security in the first place, without the
effectiveness of which subsequent threats in other areas cannot be leveled.

To understand the functional characteristics of the components of economic
security, let's analyze each of them.

1. Financial component - effective use of all available resources.

2. Personnel and intellectual security - effective personnel policy, preservation,
development of the enterprise's intellectual potential.
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3. Technological safety — implementation of innovative technologies,
optimization of resources.

4. Legal security — compliance of business with current legislation.

5. Information component — advanced information and analytical support.

6. Ecological component — minimization of environmental pollution,
introduction of ecological norms.

7. Strength component - preservation of property and employees of the
enterprise.

For each individual enterprise, there will be a personal structure of economic
security, which will be formed from obvious and imaginary threats in this field of
activity.

Personnel security is the main structural element in the general system of
economic security of the enterprise and is a complex and multifaceted concept.

Scientific approaches to the interpretation of the concept of "personnel
security” among modern scientists differ significantly. For example, O. M.
Gerasimenko in the article "Modeling the system for ensuring personnel security of
an economic entity" interprets personnel security "as a process of preventing negative
actions on the security of the enterprise by eliminating risks and threats related to
intellectual potential and labor relations in general." [3].

Meheda N.G. and Marenich A.l. indicate that the concept of "personnel
security"” is "a characteristic of the state of the economic system according to which
all its components function effectively, ensuring security and the ability to resist
internal and external influences and threats related to personnel, meaningful and
structural analysis, diagnosis and forecasting of the impact of activities personnel on
the internal and external indicators of the specified economic system" [12].

The study of the interpretation of "personnel security” is directly related to the
use of labor resources and the introduction of personnel policy.

Among domestic scientists, the following made a significant contribution to the
research and introduction of innovative approaches to the interpretation of "labor
resources™: O. Bykanova, O.V. Krushelnytska, S. Strahova, A.V. Drabanich. Darmits
R.Z., Balabanova V.G., Fedulova L.I. Among the foreign scientists who studied the
Issues of management and development of human resources, the following should be
noted: Carbery R, Arnstrong M., Hitt M., Leatherbarrow C., Macrae I.

Thus, in the textbook of O.V. Krushelnytska, the interpretation of "labor
resources" is defined as human resources, which include the concepts of labor
potential, health, level of education, professional abilities, and culture.

Drabanych A.V. with co-authors define labor resources as: "a part of the able-
bodied population that possesses the physical and mental abilities and knowledge
necessary to carry out useful activities" [6].

It is necessary to separate the concepts of "labor resources"” and "personnel™ of
the enterprise. Yes, the term "personnel™ refers to employees who have special
qualifications, skills in this field, and work experience.

The essence of such concepts as "work force", "labor potential”, "labor

resources”, "human capital” changed in accordance with the change in approaches to
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human management, which confirms the evolutionary nature of the development of
approaches to their interpretation. In our opinion, "personnel potential” should be
understood as a socio-economic concept that reflects the labor capabilities of the
enterprise, the ability of personnel to generate ideas, create new products, as well as
their educational, professional and qualification levels, psychophysiological
characteristics and motivations, which in the complex can ensure the achievement of
the company's goals.

In the structure of economic security, such an element as the personnel
component is highlighted.

In order to fully understand the essence of the personnel security of the
enterprise, it is necessary to consider the tasks and goals of the personnel policy,
which affects the construction of the general security system of the enterprise (Fig.
1.1)

When forming a personnel policy, it is necessary to determine the main goals:

- ensuring confidentiality of information;

- compliance with laws, norms, regulations (internal and external) according to
which the enterprise operates;

- personnel life safety;

- ensuring optimal working conditions to achieve maximum performance;

- intellectual development.

PPERSONALP SECURITY

/{ PURPOSES OF ENSURING PERSONNEL SECURITY ]\

Efficient economic - .
functioning of Effective Minimization Formation of effective
enterprisses and the management of of risk labor and
ability to resist personnel- human associated with socioculture relations
related threats resources personnel

2 TASK L\
v v

Ensuring security and the
ability to resist internal
and external influences

and threats related to
personnel

Protection of
employees, creation of
favorable conditions
and incentives for their
work

Determination and
indentification of
risk and thereats

related to
personnel

Prevention and
reduction of the risk
of negative impact
from ineffective
personnel

Fig. 1.1. Tasks and goals of personnel policy in ensuring personnel security
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In order to determine the tasks facing the formation of personnel security, it is
necessary to investigate the threats that can negatively affect the existence of the
enterprise from the side of personnel and, in general, ineffective personnel policy.
Threats in the personnel sphere can be divided into external and internal, from the
point of view that threats affect both personnel, and personnel can directly threaten
the enterprise with their activities. Table 1.3 lists the main external and internal
threats.

Table 1.3
Internal and external threats in personnel policy

Internal threats (influence from personnel) | External threats (impact on personnel)

emergency situation (martial law,
dissemination of commercial information | general mobilization, war, man-made
disasters)

inconsistency of the declared
qualifications, intellectual, physical accidents
abilities and psychological state

violation of discipline, non-fulfillment of

production norms, failure to report to work
without valid reasons, receiving
remuneration for unfulfilled work

staff reduction

inefficient use of the company's property,
careless treatment of all resources at the non-acceptance by the team
company

enrichment due to property theft, damage,

destruction unfair competition

The given list of threats is not optimal, but from the given list it is possible to
draw conclusions about the significant influence of the personnel component on the
economic security of the enterprise.

The essence of the personnel security of the enterprise cannot be considered
without the approaches and directions of personnel management, which make up the
personnel policy of the enterprise. Through personnel policy, the company directly
achieves the main goals in its activities.

It is necessary to highlight several issues with the help of which the set long-
term and short-term goals of the enterprise will be achieved.

The main question concerns the efficiency of work of all parts of the enterprise.
Efficiency depends on many factors that directly affect personnel (motivation,
material and technical support, team relations, management methods). Directly
effective and efficient work of personnel minimizes the occurrence of internal and
external threats.

A significant issue concerns the stability of the workforce, its psychological
and physical health. Ensuring the stability of the personnel composition indicates
mutual compliance with the requirements of both the enterprise and the employees,
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and this affects the psychological atmosphere in the team and the physical condition
of the workers.

The issue of the effectiveness of the system of improving the level of personnel
qualifications and the implementation of ways to develop intellectual abilities. The
formation of an intellectual component in personnel security has a great impact on the
general system of economic security of the enterprise. In modern conditions, running
a competitive business requires the use of high-tech labor tools, which increases the
demands on the intellectual potential of the staff. The ability to perceive information
and process it to make an optimal, effective decision in one's activity depends on the
level of intelligence of labor resources. On the one hand, intellectual potential is a
means of influencing economic security, and on the other hand, it itself needs
protection from external and internal threats.

In order to prevent the occurrence of threats in personnel, it is also necessary to
develop motivational measures to maintain a high level of employee loyalty. These
measures may be related to the formation of an adequate remuneration system,
working conditions, incentive programs, a social package, provision of technical
means of work, involvement of employees in making decisions related to their
competence.

When forming personnel policy, it is necessary to rely on the established
corporate culture, the observance of which by employees should have a positive
effect on labor productivity, employee loyalty and understanding of the company's
mission.

Ensuring the quality of personnel management in the system of economic
security involves the selection of priority business management processes, the
complex implementation of which will contribute to increasing the personnel security
of enterprises. The main components of quality management of personnel potential in
the system of economic security of enterprises include:

- the quality of planning and organization of personnel selection - acquires
strategic importance in personnel management of domestic enterprises at the current
stage of their development. This process involves studying the psychological,
personal, professional, and intellectual qualities of an employee to establish his
compliance with the requirements and target guidelines of a specific enterprise with
the aim of forming a highly qualified and stable workforce. It has been proven that
effective planning of the number of personnel actively affects the financial results of
its activities thanks to the optimization of the personnel structure, the identification
and productive use of the professional potential of employees and the reduction of
labor costs;

- the quality of staff adaptation depends on the appropriate integration, team
cohesion, assimilation of labor norms and traditions, and the level of development of
corporate culture. Adaptation involves an active position of the individual, awareness
of one's social status and related role behavior as a form of realization of the
individual capabilities of the individual in the process of solving general tasks.
Within its limits, there is a detailed familiarization with the team and new
responsibilities, assimilation of behavior stereotypes, assimilation and identification
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as a result of identifying the employee's personal interests with the target orientations
of the enterprise's functioning. The basis of the organizational and professional
adaptation management process is the specification of the approach to each
employee, the determination of the significance of this or that aspect of adaptation for
the specific conditions of the working environment, the development of appropriate
measures to facilitate its passage, etc. At the same time, it is fundamentally important
to study labor values and motives that encourage an employee to work. This is
directly reflected in the peculiarities of the formation of the labor mentality of
personnel as a factor in improving the quality of management of personnel potential;

- the quality of moral and material stimulation of personnel is the most
effective tool of corporate culture, which takes into account the interests of
employees and encourages them to improve the quality of performance of their
duties. Thus, the analysis of the features of material incentives for the personnel of
domestic enterprises indicates a violation of the principles of transparency and
complexity of this process, which is due to the presence of a significant number and
diversity of bonus indicators. In view of this, a necessary requirement for improving
their personnel security is the implementation of effective systems of material
incentives, which will contribute to the growth of motivation for the labor activity of
employees, interest in the results of their work and the direction of their labor efforts
to achieve high quality of professional activity. Along with this, the activities of
higher-level managers include establishing communication links and informing staff,
making decisions regarding the assessment and directions of professional
development of staff and their career opportunities, promoting the creation of a
positive social environment that allows motivating employees and work teams;

- the quality of professional development of personnel - involves a
systematically organized process of continuous professional training of employees to
prepare them for the performance of new production functions, professional
advancement, formation of a reserve of managers and improvement of the social
structure of personnel. It is well known that the management of professional
development of personnel contributes to the increase of labor productivity and
competitiveness of personnel in the labor market, to ensure that employees perform
new and more complex tasks based on the maximum possible use of their abilities
and potential. Current requirements for raising the level of professional development
of enterprise personnel are determined by the need for constant introduction of
innovative technologies in the professional sphere, the need to develop new services
and products, the strengthening of consumer demands for service quality, etc. This
necessitates the creation, approval and scientific understanding of personnel
development systems, which would meet the current needs of the market and
guarantee the development of personnel professional competencies;

- the quality of innovative development of personnel — the ability of the
enterprise to improve methods of managing innovative abilities and capabilities of
personnel, which takes into account modern achievements of scientific and technical
progress and the level of development of the information society, and also contributes
to the stimulation of creative ideas, the manifestation of rationalizing abilities of
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personnel and increasing its adaptability to innovations. The innovative development
of the personnel potential of enterprises should be based on the principles of
sustainable organizational and economic development, systemic interaction with the
external macro- and microenvironment, responsibility and self-regulation,
comprehensive use of modern information technologies, timely and sufficient
resource provision, social security, as well as obtaining the maximum effect from the
application innovative management programs, etc.

Thus, the modern competitive environment requires the top management of
enterprises to find and implement new methods of managerial influence on the
quality of personnel potential, because maintaining an appropriate level of personnel
security is the key to building an effective system of economic security of enterprises
as an artificial mechanism, the effectiveness of which depends on the available
professional competencies personnel and the dynamics of their development in
accordance with the current requirements of the labor market.

Understanding all these issues when forming a personnel policy will minimize
the occurrence of threats from the personnel side and will have a positive effect on
the general system of economic security of the ente