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TRADE AT UKRAINIAN INTERNAL MARKET:
THE DEVELOPMENT MECHANISM
The article determines and grounds the nature of trade development mechanism at internal
market. Regulatory and legal documents are analyzed and the views of domestic and foreign sci-
entists on the necessity of internal trade development mechanism are summarized. The structure of
the mechanism which essentially is the instrument of trade development regulation at internal mar-
ket is proposed to solve the related practical problems.
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Irop ®@. Kosxomiens, Hazapiii M. ITonaaunens
TOPT1IBJIA HA BHYTPINIHHBOMY PUHKY YKPAIHU:
MEXAHI3M PO3BUTKY

Y cmammi eusznaveno ma 00TPYHMOBAHO CYMHICHL MEXAHIZMY PO3GUMKY MOP2I6Al HA
enympimnvomy punky. Ilpoanaaizogano nopmamueno-npasogi 0oKymeHmu ma y3azaibHeHo
OymKu GimuusHAHUX i 3apyOiXNcCHUX Y4eHUX, W0 00TPYHNI08YIOMb He00XIOHICMb MeXaHizmy po3-
GUMKY 6HYMPIWHbLOI MOP2i6.ai. 3anponoHo8ano cMpPyKmypy Mexanizmy, AKuil € iIHCmpyMeHnom
6pe2yAI06aHHA NPOYECi6 PO3GUMKY MOopeieai Ha GHYMPIWHbOMY PUHKY MA GUDIUWEHHA NpaKmuy-
HUX npooaem.
Karouogi caosa: sHympiuihiti punok,; 6HympiuiHs mopeieas; MexaHizm po3eumxy.
Puc. 2. Jlim. 11.

Hrops ®. Koaomuen, Hazapuii H. ITonaaunen
TOPI'OBJI1 HA BHYTPEHHEM PbBIHKE YKPAUHDBI:
MEXAHUN3M PA3BUTUA
B cmamve onpet)e/zeua u oﬂocnoeana CYULHOCMb MEXAHU3MA pA36UMUs MOP206AU HA GHYM -
pennem potke. Ilpoanaausupoeanvt HOpmMamueHo-npaeosevlie 0OKYMeHNbL U 006006ueHbl 63245001
ome4ecCmeeHHuIX U 3apy6eolcnbtx YHeHblX, 6 KOmMOopbIX 060(‘”06(11“1 Heoﬂxot)umocmb MexXaHusma
pazeumus enympenneti mopzoeéau. Ilpedaoxcena cmpykmypa mexanuzma, KOmopolii A641emcs
UHCIMPYMEHIMOM yPe2yaupo8anus nPoueccos pa3sumusi mop206.4u Ha GHYMpeHHeM PbIHKe U peule-
HUA npaKkmu4ecKux npoﬁﬂeM.
Karoueevie caoea: sHympenHuil polHOK,; 6HYMPEHHSA MOP20BAS; MEXAHU3M PA3GUMUSL.

Problem setting. Problems of trade development at internal Ukrainian market
are related to the negative influence of deterrent factors of the institutional subsystem
in social, economic and regulatory subsystems. Subsystems’ misbalance and contra-
dictions decrease the efficiency of trade development at internal market in general.

It is hard to develop trade at the internal market under the influence of a range
of external factors in the context of the country’s European integration aspirations. In
order to regulate the development processes the relevant mechanisms are used as
instruments for practical problems solution.

Latest research and publication analysis. The following scientists have devoted
their studies to the research of theoretical and methodological basis for internal
market trade: O.I. Abornyeva (2005), V.V. Apopiy (2012), I.A. Chernysh (2011),
L.O. Lihonenko (2003), N.Y. Voziyanova (2013) etc.
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Unresolved issues. There is no trade development mechanism formed at internal
market on the state level. This complicates the solution of the related practical prob-
lems.

The research aim is to define and rationalize trade development mechanism at
the Ukrainian internal market.

Key research findings. Rationalizing the trade development mechanism at the
Ukrainian internal market in terms of transformation is the necessary scientific and
practical task. Its solution contributes to settling both practical and theoretical prob-
lems that slow down the sectoral development.

The practical aspect of the problem appears to be partly outlined in the
Ukrainian Internal Trade Development Concept adopted by the Ukrainian Cabinet
of Ministers (CMU) Resolution # 1449 as of December 20, 1997. It stipulates that the
shortcomings of organizational mechanisms and legislative and regulatory basis of
entrepreneurship activity public management to a large extent have caused the trade
efficiency decrease. Besides, market mechanisms of cooperation between separate
links of the single cycle "research-production-distribution-consumption” have not
achieved the efficient level. However, the Concept does not rationalize or define any
mechanism of internal trade development.

Internal Trade Development Program till 2012 adopted by CMU Resolution
# 632 as of June 24, 2009 is another important document on this issue. It stipulated
only one mechanism — "the mechanism of socially important foodstuffs prices regu-
lation". This indisputably is an important solution mechanism for artificial prices
raising problem. But introduction of only this one mechanism will not settle the trade
development problem at internal market.

Nowadays CMU develops another document — "Internal Trade Development
State Policy Implementation Concept" (www.kmu,gov.ua) which also stipulates the
introduction of mechanisms that will give additional incentive for trade development
at internal market on the basis of functions and tasks distribution between central and
local executive authorities.

The positive moment of this Concept under development is that the majority of
measures planned to be taken are focused on overcoming important problems that
exist in the trade at internal market.

We have outlined certain positions in the scientists’ works that can be taken into
account while rationalizing the mechanism of internal market trade development.

The mechanism developed by O.1. Aborneva (2005: 57) is directed at state regu-
lation of trade organizations’ economic activity in the form of an integrated system.
Such a mechanism is based on the necessity to improve institutional and management
subsystems at different levels of national economy in order to solve the trade deve-
lopment problems of economic and social origin.

N.Yu. Voziyanova (2013: 111—118) has rationalized the mechanism of trade
development at internal market as the system consisting of the section of state regu-
latory policy and the relevant reactions of the market. The principle of system
approach that stipulates close connection of economy with the variety of institution-
al relations is the basic principle in this mechanism.

ILA. Chernysh (2011) builds the state trade regulation mechanism at internal
market also on the principles of system approach. This scientist describes it as the
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complex of legal measures, with the help of which the regulation of public relations
in trade is performed.

Taking into consideration theoretical research and practical problems it is ne-
cessary to define the nature and the structure of internal trade development mecha-
nism. It should posses: methods and leverages of influence on trade development as
well as internal structure consisting of subsystems. The efficiency of subsystems testi-
fies to the efficiency of mechanism and the ability to secure trade development at
internal market. This mechanism has to reflect certain social and economic relations
between producers and consumers of goods and services, where the interests of both
parties meet. This testifies to the level of mechanism efficiency on one hand and to
the level of trade development intensity at every stage — on the other hand.

Introduction of internal market trade development mechanism and its efficien-
cy depends on the ability of management to perform the following managerial func-
tions:

- Planning function is performed through defining the criteria, selecting the
factors, setting the planned targets, on the basis of which trade development diagno-
sis is conducted (Kramarenko, 2014: 31).

- Organization function is performed through coordinated relations between
the management at every stage, and also economic entities on one hand, and goods
producer and consumer of goods and services through internal trade — on the other
(Apopiy, 2012: 6).

- Motivation function is performed through motivating economic entities to
provide qualitative goods and services to consumers, by increasing labour productivi-
ty, restraining unreasonable price increase for consumer goods and services
(Popadynets, 2014: 89).

- The control and evaluation functions are performed through management
controlling of achieving the planned targets concerning trade efficiency at internal
market and the established requirements to the quality of goods and services.

Introduction of this mechanism is grounded on the adherence of management to
the range of principles:

- systematic introduction through setting the priorities on trade efficiency
increase;

- system regulation that stipulates defining the entities responsible for trade
development at every level of national economy;

- financial interest of trade entities in the quality assurance of goods and serv-
ices provided to consumers.

Trade development mechanism at internal market has certain structuring fea-
tures. Interdependence between the subsystem elements is peculiar to this mecha-
nism. Therefore, the mechanism of trade development at internal market can be
expanded by the elements of external environment that reflect, to a certain extent, the
level of performance by trade of its social and economic function.

Moreover, the intersystem elements can be added to the structural elements of
trade development mechanism, in particular: productive forces, technical-economic
and organizational-economic relations, productive relations and economic property
relations.
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The mechanism is the well-organized integrity that encompasses producers and
consumers connected by different links. They are its major entities.

The management subsystem is an important structural element of internal mar-
ket trade development mechanism. It forms the internal structure of management
and regulates interrelations between trade entities, producers and consumers
(Popadynets and Stotonyanska, 2011: 48). Therefore, the vertical links between the
management entity and entities in trade and horizontal links between producers and

consumers are established through this subsystem.
Basing on all of the abovementioned the structure of trade development mecha-
nism at internal market can be represented as follows (Figure 1).

Performance of Development Function in Cooperation with External Environment

External Environment Subsystems:
- goods production
- goods and trade services sale
- goods exchange and distribution between
producers and consumers
- goods and trade services consumption by
consumers
- development process regulation

Internal Environment Subsystems:
- institutional
- economic
- social

The Entity for Mechanism
(management subsystem)

Development Function Performance
through the Intersystem Elements

Development Function Performance
through the Values Creation Subsystem

Internal Environment Subsystems
- institutional
- economic
- social

Internal Management Structure
Economic entities in trade

1L

1L

External Environment Subsystems:
- goods production
- goods and trade services sale
- goods exchange and distribution
between producers and consumers
- goods and trade services consumption
by consumers
- development process regulation

Producers and Consumers of Goods
and Services at Internal Market

Figure 1. Structure of Trade Development Mechanism at Internal Market,

authors’

Trade development mechanism at internal market under the EU integration
processes should be implemented stage by stage as far as the mechanism takes into
consideration all potential changes in further periods.
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The essence of this mechanism and its implementation stages can be expressed
schematically (Figure 2).

Implementation background

- O

Implementation of management entity Observance  of  management  entity
(ministries) functions at every level of (ministries)  principles of mechanism
national economy: implementation:
- Planning - Planning
- Organization - Handling
- Motivation - Material interest
- Monitoring and evaluation - Efficiency
» d

Using management methods and tools of influence on the development of the industry
to address the negative impact factors for each of trade subsystems at the internal market

v

| institutional H management

economic

| Improving the effectiveness of trade domestically

v

Providing intensive (innovative) development of trade domestically |

v

| Meeting the needs of consumers and producers at the internal market |

v

Achieving the goal of implementation
trade at the internal market performs its socioeconomic function (meeting
the needs of consumers and producers), providing intensive (innovative)
sector development by improving the efficiency of its subsystems

Figure 2. The essence of trade development at the internal market in its
phased implementation, authors’

To start with it is necessary to improve legal and regulatory field, in particular, to
adopt the "Law on Internal Market". As far as the mechanism is built on the basis of
system approach, balancing the interrelation between public institutions and trade
entities is the second step, including self-governance at the level of trade entities.
Further implementation steps include: creation of attractive conditions to do business
and at the same time to control efficiently the activity of trade enterprises; promotion
of investment attractiveness; introduction of innovative technologies; maintenance of
goods’ availability at internal market; raising the internal producers’ competitive abi-
lity; regulating the relations related to organization and functioning of retail markets.

This mechanism implementation will complement the development program of
internal trade, and namely will focus on the implementation of the following points:

- meeting the needs of population, in particular in high-quality goods and servi-
ces at affordable prices;

- preventing unjustified price increases at consumer market, especially for
socially important foodstuffs;
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- introduction of the most advanced standards in trade and consumer services,
creation of conditions for organized forms of trade;

- improvement of product competitiveness, support for domestic producers;

- ensuring respect for the rights and interests of enterprises engaged in trade
activities, production and delivery of goods, balancing the economic interests of all
these business entities;

- ensuring respect for the rights and legal interests of consumers;

- regulation of relations associated with organization and operation of retail
and wholesale markets.

Conclusions and further research perspectives. The proposed mechanism is the
instrument for trade development regulation at internal market and for the related
practical problems solving.

Implementation of this mechanism will become the precondition for forming
the competitive environment in trade at internal market. It will result in organiza-
tional rebuild of trade, demonopolization, commercialization and trade objects pri-
vatization; creation of the environment to liberalize commercial activity and develop
free entrepreneurship; forming the conditions in order to remove the barriers for busi-
ness organization and successful competitiveness.

At the same time, introduction of the rationalized mechanism is related to the
selection of factors that influence every subsystem and define both their efficiency
and the efficiency of the whole mechanism. At this management entities (minisrties)
are to take measures on trade development efficiency increase on the basis of are find-
ing the factors to rely on to secure trade development at internal market. It is also
necessary to ground scientifically this selection of trade development efficiency dom-
inant factors. Research on trade development at internal market should be conduct-
ed in order to detect the problems in trade development and problems emerging in
every of its subsystems. This requires: selection of indicators that characterize the
influence of factors and the condition of every trade subsystem at the internal market;
rationalization of trade evaluation principles; development of a methodology for
trade efficiency evaluation taking into account changes that take place in internal and
external environment.
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