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Summary. Given impact of European integration processes and the growing interest of the state to en-
hance the corporate sector of Ukraine is topical question in the study of the current state of the corporate sector.
This article provides a comparison of some fundamental indicators of the corporate sector of Ukraine and Europe
in order to identify the differences and determine their causes and consequences.

An objective is to develop concrete solutions to one of the urgent problems, namely to identify the causes
of imperfect vision of the essence of corporate governance in Ukraine and offer modern vision of the classification
of types of a business entity in their relation to the corporate sector. To achieve this goal, it is necessary to identify
the causes of the problems and the consequences of their impact on the structural indicators, indexes of efficiency
and utilization of the investment potential of Ukrainian enterprises. The paper contains a comparative analysis of
corporate ownership of Ukraine and the EU, matching their structural indicators of economic activity and profit-
ability compared to the analyzed systems.

The study found significant differences in understanding the types of business entity that should be at-
tributed to the corporate sector, and which have only signs of and lack of legislative framework. It was discovered
that about 96% of corporate enterprises in Ukraine in the understanding of Europe cannot be attributed to the
corporate sector, making it impossible to compare the state of corporate governance Ukraine and the EU. Compar-
ing profitability, it was found that % enterprises COP Ukraine is profitable but the total damage more than twice
higher than the income. While profitability in the EU crisis years does not decrease below 30%.

A comparison of structural indicators of economic activity revealed that economic targets both corporate
sectors. At a time when European corporations are more focused on the production of high-end products and in-
formation, Ukrainian quarter engaged in the production of raw materials that inherently has low profitability. This
is caused by large amounts of damage in industry and agriculture.

The elements of scientific novelty and value of work must include the results of comparative analysis of
corporate types of business entity in Ukraine and the EU, analysis and identification of the reasons of outlined
problems and proposed alternative classification types of business entity with clear guidelines for its implementa-
tion and legislative framework. This classification distinguishes the Ukrainian enterprises as those that refer to
corporate enterprises, enterprises with corporate features and non-corporate enterprises.

The perspectives of further development of the outlined topics include the following vectors. Firstly, fur-
ther search of the differences and problems of the corporate sector in Ukraine. Secondly, to find ways and meth-
ods to resolve identified problems with European experience. Thirdly, it is necessary to develop practical schemes
and algorithms in order to bring the Ukrainian corporate sector to the competitive position and to prepare its ef-
fective integration into European space.

Keywords: corporate sector, corporations, corporate organizational - legal forms, corporate governance, the
European corporate sector, corporate sector in Ukraine; FDI, joint stock companies, profitability, economic activities.

MOPIBHANIbHUA AHAI3 KOPMOPATUBHUX OPF_AHI3ALI,II7IHO-I'IPABOBI/IX oOPM
roCnogAPIOBAHHA YKPAIHU TA €C
Tpetak B.M., a.e.H., goueHT
bensain M.C.
XapKiBCbKMA HaLiioHaNbHMIA YHiBepcuTeT imeHi B.H. KapasiHa

AHomauyia. Bpaxosyrouu enaus espoiHmezpauyiliHux npouecie ma nocusneHHs iHmepecy depiasu 00 K-
musi3auii po3sumKy KoprnopamueHo20 cekmopy YKpaiHu, akmyasabHUM OCMAE MUMAHHA y 00CAiOHeHHI cy4yac-
HO20 CMQAHY KOpPRNopamueHo20 CeKmopy. Y cmammi nposedeHO MOpPi8HAHHA OEAKUX MPUHYUMOBUX MOKA3HUKIE
disneHOCMi KoprnopamusHuUx cekmopie YKpaiHu ma €sponu, 3pobaeHo crnpoby ideHmugikysamu 8iOmiHHOCMI,
8CMAHOBUMU iX MPUYUHU MA MOMXCAUBI HACIOKU.

Mema pobomu ronseae 8 po3pobui KOHKpemMHux Wssaxie supiwieHHs 00HI€l 3 akmyasnsHuUx npobaem, a
came: 8USBUMU MPUYUHU HEOOCKOHA1020 bavyeHHA CymHOCMIi KOprnopamugHo20 ynpasniHHA 8 YKkpaiHi ma 3anpo-
rnoHysamu cyvyacHe b6avyeHHs Kaacugikayii opeaHizayiliHo-npasosux hopm 20Crnodapro8aHHA 3a ix 8i0HOWEHHAM
00 KopriopamugHo20 cekmopa. [locazHeHHA 03HAYeHOI Memu MoA2a€ nepw 30 8ce y 8U3HAYEHHI MPUYUH, OKpe-
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cneHoi npobaemu ma HacnidKis i enausy Ha cMpPyKmMypHi NOKA3HUKU, iHOekcamopu egheKmusHocmi ma 8uKopu-
CMAHHA iHBecMuUyiliHo2o nomeHyiany yKpaiHcekux nionpuemcms. Y pobomi nposedeHO nopisHAMAbHUU aHAI3
KopriopamusHux ¢hopm saacHocmi YKpaiHu ma €C, 3icmasseHHsA ix cmpyKmypHUX MOKA3HUKIi8 30 8UOAMU eKOHO-
MIi4YHOI BifgnbHOCMi Mma NopigHAHO NPUbYMKO8iCMb AHAI308GHUX CUCMEM.

Y pe3ynbmami 00cnidxceHHA 8uUfA871eHO cymmesi po36ixHOCmi 8 PO3yMiHHI op2aHi3ayiliHo-npasosux
hopm 20cnodaptosaHHA. BcmaHosneHo, wo 6au3bKo 96 % KoprnopamusHUx nidnpuemcms YKpaiHu 8 po3yMiHHi
€spornu He Moxyme 6ymu sidHeceHi 00 KOprNopamusHO20 CEKMOopPa, W0 YHEMOMAUBSIIOE MOPIBHAHHA CMAHY KOp-
rnopamugHozo ynpasniHHA YKpaiHu ma €C. [MopisHiorovu npubymxogicme, 6ys0 ecmaHosneHo, wo % nionpu-
emcme KC YKpaiHu € npubymkosumu, ane 3azanbHull 06cse 36umry 6inbw Hixc yosivi nepesuwiye npubymeku.
BodHouac piseHb npubymrosocmi EC 8 Kpu308i poku He crnadae Huxcye 30%.

lopieHAHHA CMPYKMYPHUX MOKA3HUKI8 30 8UGAMU eKOHOMIYHOI BifgnbHOCMi 00380/1U0 BU3HAYUMU eKo-
HOMIYHIi opieHMupu 06ox KopropamusHuUx cekmopis. ¥ mol 4ac, Konu esponelicoki Koprnopayii 6inbwWor mipoto
OpPiEHMOBAHI HA 8UPOBHUYMBO BUCOKOMPUBYMKOBUX KiHUesux ma iHGopMauyiliHux npodyKkmis, yKpaiHCbKI Ha
ysepmo 3alimaromecs sUpobHUYMBOM CUPOBUHU, W0 30 CBOEID NMPUPOOOI0 MAE HU3bKY peHmabesbHicmeb.

Jlo enemeHmis HayKosoi HOBU3HU Ma YiHHOCMi pobomu HeobxiOHO 8i0HeCMuU pe3ysabmamu MopieHANb-
HO20 aHAI3y KOPropamusHUX op2aHi3ayiliHo-npasosux hopm 20crnodaprosaHHsa 8 YKpaini ma €C, aHaniz ma ide-
HMugiKauiro npuvyuH okpecaeHoi npobaemu ma 3anpornoHO8AHY AAbMEPHAMUBHY Kadacugikayito opaaHizayiliHo-
npasosux popm 20CrnoGapPHOBAHHA 3 YiIMKUMU peKkomeHOayiamu 00 ii 8posadxeHHAa ma 30dKoHO0a84020 0hopPM-
neHHA. s knacugikauis nepedbavae po3nodin nidnpuemcms YKpaiHU HA: KOPNopamuseHi, HeKoprnopamusHi ma
mi, Wo Marome 03HaKU KOPHNopamueHuUXx.

Jo nepcrnekmus nodanbwoi po3pobKU 03Ha4YeHOi memMamuKu MOXCHA 8i0HeCmuU Maki 8eKmopu: rno-rnepuwie,
nodansbwuli nowyk siomiHHocmel ma npobsem KoprnopamusHo20 cekmopy YKpaiHu, noopyae, nowyK wsaxie ma me-
modis supiwieHHA ideHmugikosaHux rnpobsem 3 BUKOPUCMAHHAM espornelicbko2o 80csidy ma, no-mpeme, po3pobreH-
HA NPAKMUYHUX MeXaHi3mie ma anzopummis 0718 NpusedeHHs KOPriopamuseHO20 cekmopy YKpaiHu 8 KOHKypeHmHul
cmaH ma nidzomosku 0o Halibinbw eghekmusHoi lio2o iHmezpauii 8 eaponelicbKuli npocmip.

Knrouosi cnoea: kopriopamusHuli cekmop, Kopriopauii, KopnopamusHi opzaHizayiliHo-npasosi ¢hopmu,
KopriopamusHe ynpasniHHaA, €sponelicbKuli KoprnopamusHuli cekmop, KopriopamusHuli cekmop YKpaiHu, npami
iHo3eMHi iHeecmuuji, akyioHepHi mosapucmea, npubymkosicmes, 8UOU eKOHOMIYHOI disabHOCMI.

Problems and relevance. Corporate sector is an integral part of the system of eco-
nomic relations of a country. Therefore, it may be considered a backbone of Ukraine's
economy, combining a large number of factors that directly affect the economic security of
the state (financial, innovation, foreign trade, etc.). It promotes social, political and cultural
development of society.

Relevance of the research topic is the need to assess complex and multifaceted
processes in corporate governance. Therefore, improvement of the corporate sector in
Ukraine is one of the priorities of the government that envisaged a strategy for sustainable
development "Ukraine 2020", Cabinet of Ministers of Ukraine of 27 May 2016 g. Number
418-p. and "Plan of priority actions of the government" in recent years.

A must factor in the development of market relations today should take into account
national peculiarities in implementing foreign models of corporate governance, not simply
copy them. In Ukraine, the corporate sector is relatively young compared with Europe and
the US, where the first joint-stock companies created in the XVII century. So, comparing the
corporate sector of Ukraine and other developed countries should take into account the dif-
ferences between the stages of development and use of the best practices as a way to
speed up the process of formation. [1]

An analysis of modern research. Wan Fauziah and Idris Adamu concluded that the
corporate sector is a trend-forming system, which means that corporate reactions to differ-
ent phenomena and processes can be extrapolated to the reaction of the society in which
they operate. [2]

Professor Rudchenko, Head of the Department of Research and Development of the
Ministry of Economic Development and Trade of Ukraine in his research advocates the in-
troduction of corporate governance in infrastructure enterprises and the reorganization of
the corporate sector. [3]

Investigation O.V. Moroz, N.P. Karachin and T.M. Khalimona found that most of the
existing problems of the corporate sector of Ukraine arose in the process of privatization of
state-owned enterprises, which is why their solution should not be in corrective actions, but
in radical changes. [4]
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Unresolved components of a common issue. At the same time, the issues of compar-
ing and developing measures to bring the Ukrainian corporate sector to the European level
and its effective integration remain inadequate.

An objective is to develop concrete solutions to one of the urgent problems, namely to
identify the causes of imperfect vision of the essence of corporate governance in Ukraine and
offer modern vision of the classification of types of a business entity in their relation to the cor-
porate sector. To achieve this goal, it is necessary to identify the causes of the problems and
the consequences of their impact on the structural indicators, indexes of efficiency and utiliza-
tion of the investment potential of Ukrainian enterprises. The paper contains a comparative
analysis of corporate ownership of Ukraine and the EU, matching their structural indicators of
economic activity and profitability compared to the analyzed systems.

Currently, there are 599 848 company units with the corporate governance in Ukraine
while the total number of legal entities - 1,188,598 units, which is 57.5%. Moreover, it should be
noted that in the world practice the corporate governance includes only public companies in all
its forms and variations. In Ukraine, such sector carries much larger list of organizational forms
that significantly affect the statistics, and in some cases impossible to compare these models
from a statistical point of view. [5] The detailed structure shown in Figure 1.

" 0% ® Limited Liability Company
| OZ/EJ’ m Stock Company
o (1)9/’:1 B association
g://:‘:’ Y\ m general partnership
0% » additional liability
" oe » other legal entities
corporation

limited partnership
concern

consortium

Figure 1 - The structure of the corporate sector of Ukraine for the types of business entity as
of 01.02.2017, % [authors compiled the source: 5]

The largest share in the Ukrainian corporate sector (CC) refers to the limited liability
companies, about 96% of the total. Second place is taken by Stock Companies - 3%, all
other legal forms do not exceed 1%. It should be noted that this structure has kept for more
than five years (Table. 1).

Table 1 - The structure of the corporate sector Ukraine for the types of business entity

in dynamic, units. [Authors compiled the source: 5]

2012 2013 2014" 2015" 2016" 02.2017*
Stock Company 25531 25408 24675 15872 15339 15183
Limited Liability Company 488781 | 492679 | 518552 | 458882 | 520857 535245
Additional Liability 1539 1544 1591 1315 1376 1400
General partnership 2074 2070 2041 1340 1372 1381
Limited partnership 638 635 627 386 384 384
Association 3194 3197 3232 2213 2321 2339
Corporation 852 848 833 564 565 562
Consortium 93 92 93 65 69 69
Concern 359 358 347 195 195 195
Other legal entities 1412 1397 1361 761 767 323
Together 526485 | 530241 | 555366 | 483608 | 545261 599848

* - without the Crimea and temporarily occupied territories of Donetsk and Lugansk regions.
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Certain increase was observed in 2015, but it was not caused by structural changes
but the lack of statistical information from the temporarily occupied territories and the
Autonomous Republic of Crimea.

For comparison, one may consider the corporate organizational - legal forms of enti-
ties (OPFH) in some EU countries. The corporate sector in Europe is definitely at a higher
level of development than Ukrainian, which is why its analysis should be conducted from
specific perspective. First of all, one needs to define the concepts that despite the linguistic
and typographical compliance possess completely different meanings. Each EU has a list of
types of business entity prevailing historically or under the influence of various factors. That
is why European corporate legal forms of entities also differ between countries of the Euro-
pean Union. A list of them is presented in Table 2.

Comparing the number of corporate legal forms of Ukraine and the European Union
it can be outlined that in Ukraine there is much larger number. Plunging into the essence of
the matter, we have identified the following signs used in Ukraine for the separation of the
corporate sector from the total heap of companies:

1. Combining various capital flows. Every member of the corporate enterprise invests
in the common property that is used in order to achieve collective outcomes of economic
activity.

2. The special legal status. The corporation as a legal person may acquire property
and moral rights to appear in court on his behalf and meets their property on their debts.

3. The separation process management and ownership. In spite of the fact that own-
ers of the company may influence its operation activities the real control is delegated to
managers that are recruited and bind by the contract.

4. Complex hierarchical structure. The modern corporation is a complex system with
a hierarchical structure. To solve the problems that management faces (or naturally arises
in the course of evolution) the hierarchy management subsystems are created. The lowest
is directly related to the object of control, however, the highest, is not already referred to
the object of control. Ultimately, the whole hierarchical management system aimed at im-
proving the efficiency of the whole complex system. [9, p. 11]

Country Name CLFE from official sources Name CLFE translated English

Czech Republic | Joint stock company Joint stock company

Limited Liability Company Limited Liability Company

Commercial partnership Commercial partnership

Limited partnership Limited partnership
England Private Limited Companies Private Limited Companies

Limited Liability Partnership Limited Liability Partnership
Estonia Public Limited Companies Public Limited Companies

Private Limited Companies Private Limited Companies
France Thé Société Anonyme or SA Anonymous Society

Thé Société par action simplifiée Simplified Company

Thé Société responsabilité limitee or | Unlimited liability Company

SARL

General Partnership General partnership

Limited Partnership Limited Partnership

Société en participation Joint venture

Economic Interest Grouping Economic Interest Grouping
Germany The Stock Corporation Joint stock company

The Limited Liability Companies Limited Liability Company
Greece Company Limited by shares Limited Liability Company

The possibility of different interpretations of these features, as well as the complex-
ity of matching attributes formed one of the major problems of the corporate sector of
Ukraine that is an imperfect vision of the essence of corporate governance. [10]

It can be noted that the types of business entities in Europe and in Ukraine may co-
incide in wording for instance "limited liability company" or "general partnership", but pos-
sess different meanings.
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In the attempts to separate corporate sector from the bulk of enterprises without
breaking the laws of the participants and bring it to a comparative form with the EU prac-
tice, the decision was made to attribute to the corporate sector only companies that meet
the following requirements:

1. The share capital shall be divided into shares and distribution should be carried
out through the mechanisms of the stock market;

2. Separation of operational management from ownership that assumes the pres-
ence of Council of shareholders (owners), Supervisory Board is desirables well;

All business forms that are listed in Table 2 and those that are related to the corpo-
rate sector of the EU must meet mentioned conditions. [6] For more clear understanding of
this need the following thesis may be derived: "Limited Liability Companies in the EU are
more likely to coincide in its nature with Ukrainian join stock companies rather than with
Ukrainian Limited Liability Company".

This situation became possible under the influence of the following factors:

1. The lack of legislative framework regarding to the concept of "corporate sector".
In questions of defining the corporate management forms Ukraine appeals to scientists and
researchers because of the lack of clear classification and definition in specific legal regula-
tions. However, the European Union clearly declares corporate legal forms;

2. Difference eligibility. The corporate sector in Europe includes only companies that
meet all the requirements that are clearly while in Ukraine it is sufficient to meet one of the
demanded criteria;

3. The lack of statistical infrastructure for the integrated analysis of the corporate
sector and favorable types of information.

4. No need for clear differentiation between companies in terms of corporate and
non-corporate. Until now, the issue of clear allocation of corporate ownership did not arisen,
while in Europe the problem arose within the first years of the EU formation to maximize the
effective integration of enterprise systems of individual countries. [10]

Deep analysis of corporate legal forms of management in Ukraine and the EU also re-
quires analyzing the structure of business enterprise sector by economic activity. First of all, it
is necessary to consider the distribution business of the corporate sector in Ukraine (Fig. 2).

The total number of business entities by economic activity in 2015 is 483,608 units.
The largest share of these refers to economic activities as 27.3% (132,025 units) - whole-
sale and retail trade, repair of motor vehicles and motorcycles; agriculture, forestry and
fisheries accounts for 13.6% (65,771 units); industry - 12.4% (59,967 units). About 10% re-
fers activities such as construction (41,107 units), real estate (45,943 units), professional,
scientific and technical activities (42,074 units). The smallest number of businesses ob-
served in the following economic activities such as financial and insurance activities (6287
units), health and social assistance (5803 units), provision of other services (5302 units),
art, sports, entertainment and holidays (2902 units) and education (2902 units). [11]

1.20% 0.60% magriculture, forestry and fisheries
0-60‘?61 [Fl,m@-'o m industry .
1,30% M construction
, o ® Wholesale and retail trade: repair of motor vehicles and motorcycles
8.70% W transportation, storage, postal and courier activities
: and arrangement of temporary catering
9.50% ® [nformation and Telecommunications
: financial and insurance activities
i 00%/ real estate
T professional, scientific and technical activities
2.20% Activity in administrative and support services

education

health care and social assistance

arts, sport, entertainment and recreation
providing other services

Figure 2 - Structure of the corporate sector of economic activity in 2015 in Ukraine, % [Com-
piled by the authors by source: 11]
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Figure 3 - Structure of the corporate sector of economic activity in 2015 in the EU, % [Compiled
by authors source: 9]

For comparison, a similar structure analyze of business enterprise sector by eco-
nomic activity in the EU is represented in the Fig. 3. The largest share is wholesale and re-
tail trade (2,488,018 units), in second place refers to professional, scientific and technical
activities (1,664,685 units), and the third is taken by construction (1,453,331 units). The
outsider group comprises of mining and quarrying, water supply; sewerage, waste man-
agement and remediation activities, electricity, gas, steam and air conditioning supply, fi-
nancial service activities, except insurance, pension funding, activities of holding companies
and education. Their share does not exceed 1.5% or 150,000 units. Distribution among
other economic activities represents almost the same and ranges from 4% to 8%, or 500
000 units to one million. The total number of the corporate enterprises in the EU accounts
for 11,435,504 units. [9]

At first glance, these two charts look quite similar. Both contain on the first place the
wholesale and retail trade with almost the same percentage, the distribution of all other in-
dustries are equal and outsiders group contains administrative and infrastructure companies.

However, following differences should be noticed. More than a quarter of Ukrainian
corporate sector refers to the industry and agriculture. Considering the specifics of Ukrain-
ian economy, the sector can not produce the final product, therefore, the focus is given to
mainly production of resources for other businesses, countries and TNC. While in Europe
these economic activities does not reach even eight percent. More profitable sectors are
those that include intellectual activities and those associated with information products (oc-
cupying 28% of the entire corporate structure of the EU). However, the last does not prevail
among activities of Ukrainian enterprises.

Comparing the total number of enterprises, the ratio can be assessed on the level of
1/24, i.e. one Ukrainian company from corporate sector accounts for 24 corporate enter-
prises in the EU. Considering that in the analyzed data includes 28 EU countries, the num-
ber of Ukrainian enterprises is the statistically average number of enterprises of an EU
state. At first glance, these quantitative indicators would indicate no significant backlog of
Ukraine Constitutional Court of the EU, but adjusting them to the idea that 96% of Ukrainian
corporate sector enterprises do not belong to it by the standards of Europe the relation may
be determined as 1/21 compared to the average European state. These indexes best dem-
onstrate the difference between the development of the corporate sector of Ukraine and
Europe.

Another measure is to compare the level of profitability and loss of corporate enter-
prises. Figure 4 indicates that all economic activities, except agriculture, forestry and fisher-
ies, education and other services for 2015 are at a loss. It should be noted that 26.7% of the
corporate sector are unprofitable and 73.3% enjoys income
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The greatest loss with the company is in the following economic activities such as
professional, scientific and technical activities - 57.486 billion UAH; real estate - 102889.1
min UAH; wholesale and retail trade, repair of motor vehicles and motorcycles - 136316 min
UAH; Industry - 263602.2 mIn UAH. The biggest profit was generated by enterprises from
sectors such as real estate transactions - 38520.1 min UAH; Wholesale and retail trade; re-
pair of motor vehicles and motorcycles - 48155.0 min UAH; Industry - 75334.3 min UAH; ag-
riculture, forestry and fisheries - 128592.3 min UAH. [12]
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Figure 4 - Comparison of the net income (loss) of enterprises from the corporate sector
of economic activity, hr. [Compiled by authors source: 12]

In contrast, look at similar rates in the EU and euro area (Fig. 5).
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Figure 5 - Ratio of net income in corporate income European Union and the euro zone dynam-
ics, %

[authors compiled the source: 9]

Based on the graph shown in Figure 5, one can conclude that the amount of the net
profit of EU corporations and euro area is not below 30%, even in the crisis years, while the
average for the period is 35%. Despite the negative trend in general for 10 years, the net
profit also fell by 1.7%, which is a vivid example of a high level of control over the develop-
ment of the corporate sector as a whole. [9]

But despite the above mentioned trends in Ukrainian reality, there is a part of the
corporate sector, which is recognized by European representatives - corporations. Each year
they attract considerable foreign direct investments, as, in comparison to all others, are
considered the most secure form of ownership in Ukraine. This means that foreign investors
are willing to risk their money in selected enterprises, and thus bet on the development and
perspectives. According to the data from 2016, Ukrainian corporations attracted FDI for the
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value of $45,152,200,000 that refers to 49.31% of Ukrainian GDP in 2016. [8] This trend can
be observed during the previous years as well (Table. 3).

Table 3 — Dynamics of foreign direct investment to Ukraine stock companies [compiled by au-
thors sources: 8, 13]

2012 2013 2014 2015%* 2016*

joint stock companies 25531 25408 24675 15872 15339

F%reignsdire‘:“”"e“me”t (equity), min. | 53579 3 | 57056,4 | 45744,8 | 43371,4 | 45152,2
USD. USA : : : : :

* - without the Crimea and temporarily occupied territories of Donetsk and Lugansk

The investment potential of other corporate forms much lower. It confirms the fact
that the great part of the corporate sector in Ukraine, according to the European investors,
does not relate to it. However, in its turn join stock companies possess all required features.
To confirm this, we must analyze the investment into Ukrainian equity particularly from EU
(tab. 4).

Table 4 — Dynamics of foreign direct investment in joint stock companies Ukraine and the EU,
min. USD. US [compiled by authors source: 13]

2009 2010 2011 2012 2013 2014 2015 2016

Results from EU 31538 36969 39269 41132 41033 31047 26406 26099

Total in Ukraine 38993 45370 48198 51705 53704 40725 36155 37656

Results from 80,9 81,5 81,5 79,6 76,4 76,2 73,0 69,3

* - without the Crimea and temporarily occupied territories of Donetsk and Lugansk

The share of investment into join stock companies accounts for about 75% on aver-
age over the past eight years. The downward trend in the volume and percentage of in-
vestment from the EU can be observed, however this trend is impacted by the presence of
military operations and conduction of anti-terrorist operation on the occupied territories.
This reduces the number of objects and reduces the risk of investment. But despite this,
70% of investments in corporations come to Ukraine from the EU, showing great degree of
confidence in them despite significant problems.

One of the decisive factors for the emergence of these trends was the introduction of
the new law on joint stock companies and voluntary transition management of individual
corporations to international principles of corporate governance.

Table 5 — The structure of foreign direct investment in Ukrainian joint stock companies
from the EU min. Dollars. USA [authors compiled the source: 13]

Foreign direct investment in 2016 % of total
Results from the EU-28 26099,20 100,00
Cyprus 5663,53 21,70
United Kingdom 5350,34 20,50
Netherlands 3366,80 12,90
Austria 3314,60 12,70
Italy 2766,52 10,60
Hungary 2479,42 9,50
Germany 991,77 3,80
France 443,69 1,70
Finland 417,59 1,60
Poland 339,29 1,30
Other EU countries 965,67 3,70

* - without the Crimea and temporarily occupied territories of Donetsk and Lugansk

The largest volumes of equity investments in 2016 came from Cyprus (21.7%), fol-
lowed by the UK (20.5%). The Netherlands and Austria has invested about 3.3 billion US dol-
lars, that makes about 12.8 %. Italy has invested 10.6%, and Hungary contributed 9.5% of
the total investment from the EU. The role of other countries in the investment structure
does not exceed 4%. [13]

Conclusion and scientific innovation. It is advisable to implement certain characteris-
tics and regulations into current Ukrainian corporate standards under, and in compliance
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with, the principles that are developed by the European Bank for Reconstruction and Devel-
opment, the European Confederation of Associations of shareholders, the European Associa-
tion of securities traders and other European organizations. As part of bringing the Ukrain-
ian corporate sector to European standards, we have proposed the introduction of new al-
ternative classification companies, dividing them into three groups: corporate sector enter-
prises, enterprises with corporate and non-corporate signs companies. The principle of dis-
tribution lies in the names of classification groups, namely the separation of enterprises
that meet the European sense of the corporate sector.

The first classification group should include legal forms of entities that have all the
features that set out in the EU.

The second group should have a sign. The survey found that among Ukrainian busi-
nesses, all with first characteristic also possess the second that is why the second group will
unite all entities with the second characteristic. Organizations that do not fall under any
characteristics should be attributed to the third group. Distribution organizational is the le-
gal forms within this classification is shown in Figure 6.

corporate enterprises non-corporate enterprises

o corporation o farm

o Public joint stock company o authorities, organization (institutions and establish-
. private joint stock company ments)

° concern government organization (institution, establishment)

organization (of the establishment) citizens association
religious organization, trade unions, consumer cooperatives,

[ ]
enterprises with corporate . municipal organization (of the establishment)
features o private organization (institution, establishment)
[ ]
(

etc.)
o commodity exchange
. Limited Liability Company o Credit Union
. additional liability company o consumer society
. general partnership 3 pension fund
. limited partnership o political party
. association 3 NGO
. consortium . Union of Public Associations
o other legal entities . religious organization
. cooperatives . union, trade unions
o creative unions (another professional organization)
o Charitable Organization
o Condominiums

) BSP
Figure 6 - Classification of types of business entity in their relation to the corporate sector.
[Compiled by authors sources: 1, 6, 8, 10]

We consider it appropriate to intrude this classification into the Commercial Code for
more detailed understanding of the types of business entity. Another aspect of the proceed-
ings of this classification is the addition of appropriate forms of representation and visuali-
zation of data on the site State Statistics Service and the National Commission on Securities
and Stock Market to improve the analytical processes of the stakeholders. Its implementa-
tion will largely solve the problem of understanding the essence of the corporate sector,
and contribute to a better analysis of the streaming state of corporate governance in
Ukraine and will allow Ukrainian COP compete with that of other countries.
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