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MODERN TRENDS IN GOVERNANCE  
OF STATE OWNERSHIP RELATIONS 

Iurii Umantsiv1, Larysa Lebedeva2, Anastasiia Mytrofanova3

Abstract. Today, the diversity of functions of the state is objectively expanding, especially in the context of 
socially oriented economies of developed countries. Effective governance of state property serves as a solid 
foundation for successful performance of the state functions. The chosen topic is of particular relevance in the 
context of Ukraine's transformational economy. The subject of research is the system of economic relations of state 
property. Methodology. In the course of the study, a general philosophical dialectical method was used to find 
contradictions in the phenomena and sources of their development, such as the essence of state property and 
its contents. Common scientific methods were also used: analysis and synthesis; comparative analysis; statistical 
methods for calculating the structure and dynamics of indicators of condition and development of state property. 
The overall system for assessing the socio-economic efficiency of state property management was carried out 
on the basis of microeconomic indicators and macroeconomic indicators (indicators of economic and social 
efficiency). The purpose of the paper is to reveal the trends of development of state ownership relations in the 
European countries as well as in Ukraine, in particular, the difficulties of the process of managing them, as well 
as to formulate possible ways to overcome such difficulties. Conclusions of the study. Today, the importance of the 
state as a public institute is objectively increasing in the most economically developed countries. By succeeding in 
achieving positive institutional changes in ownership relations (creating favorable conditions for SMEs, developing 
market infrastructure, conducting moderate privatization of state property, transferring state-owned enterprises 
to market tracks, maintaining policies for protecting national interests, etc.) the grounds for economic growth and 
improvement of the social sphere in France and Poland were made. Though the conducted analysis showed that 
the development of state property in Ukraine is contradictory, it has the following problems: ambiguous character 
of privatization; low efficiency of state property governance; insufficient efficiency of work of enterprises with state 
ownership; institutional problems. Overall, the socio-economic efficiency of state property governance in Ukraine 
needs improvement. Thus, the state policy of property governance should include, in particular, the following 
steps: development of a national model of governance, as well as strategies for the development of state property; 
organization of state property management entities; development of a system of criteria and indicators for assessing 
not only the economic but also the social efficiency of state property governance.
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1. Introduction
The degree of participation of the state in the economic, 

social and humanitarian life of society throughout 
the history of mankind has gradually increased, while 
experiencing temporary fluctuations in the expansion 

and narrowing of the sphere of state responsibility. 
Economic thought, responding to the needs of 
economic reality, has given rise to two groups of schools 
in relation to government intervention in the economy. 
First, liberal schools that believe that natural market 
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forces are capable of achieving economic equilibrium, 
therefore, the role of the state should be reduced to 
a "night watch" (classical school of political economy, 
marginalism, neoclassical school, modern neoliberal 
theories). Secondly, schools that believe that the market 
mechanism is incapable of self-regulation, so state 
regulation of economy is designed to compensate for the 
"fiasco of a market" (mercantilism, utopian socialism, 
Marxism, Keynesianism, institutional economics). 
During the twentieth century understanding of the role 
of the state in macroeconomic regulation fluctuated 
between two poles, which appeared in the alternation 
of periods of privatization, on the one hand, and 
nationalization, on the other hand.

Today, importance of the state as a public institute is 
objectively increasing in the most developed countries 
with a socially oriented market economy. State property 
management can be seen as one of the fundamental 
functions of the state in the process of institutional 
change. Problem with the state's fulfillment of this 
function is one of the factors that harden the flow of 
economic reforms in Ukraine in the transformation 
period, in particular, problems of privatization of state 
property, management of corporate rights of the state, 
the consequences of which are reflected in the current 
development of the domestic economy. Therefore, this 
topic of research is extremely relevant.

First of all, there is a need for a comprehensive 
approach that considers not only the corporate rights 
management of the state, which is a very common 
topic today, but also the problems of governance of 
state property. Researchers mainly focus on analyzing 
a number of microeconomic indicators of the quality of 
state property governance (Mukha, 2012) or assessing 
the quality of corporate governance (Popov, 2009; 
Fedorenko, 2014). While the analysis of macroeconomic 
indicators of social effectiveness of governance, as well 
as comprehensive studies of state property governance, 
as a rule, remain out of the scientists' attention.

Therefore, the purpose of the paper is to reveal the 
trends of development of state ownership relations in 
European countries as well as in Ukraine, in particular 
the difficulties of the process of managing them, as 
well as to formulate possible ways to overcome such 
difficulties. This purpose was achieved by using a general 
philosophical dialectical method to find contradictions 
in the phenomena and sources of their development, 
such as the essence of state property and its contents. 
Common scientific methods were also used: analysis 
and synthesis; comparative analysis; statistical methods 
for calculating the structure and dynamics of indicators 
of the state and development of state property; graphic 
modeling. The logic of the presentation of the material 
is as follows: in the beginning, reviews of recent 
publications on the subject is given, then the problems 
of development of state property in the EU (on the 
example of France and Poland) as well as in Ukraine are 

considered. The Discussion section offers an author's 
vision of how to solve the problems of governance of 
state property in Ukraine. Finally, the conclusions of the 
study are presented.

2. Analysis of recent research and publications
Governance of the state property relations is a complex 

issue that raises many cross-cutting problems that have 
been raised by different researchers. Thus, the current 
trends in the evolution of the property rights and their 
impact on economic development are examined in the 
works of V. Volchik (Volchik, 2014), M. Ticha (2009), 
A. Zawojska (Zawojska, 2013), L. Cviklova (Cviklova, 
2016). Privatization processes and their contradictions in 
the transformational economy are analyzed in the works 
of O. Popov (Popov, 2009), M. Khokhlov (Khokhlov, 
2008) and others. The research of corporate governance 
system of the state was made by R. Mukha (Mukha, 2012), 
O. Paskhaver (Paskhaver, 2008), A. Fedorenko (Fedorenko, 
2014), Iu. Umantsiv, O. Ishchenko (Umantsiv, Iu.,  
Ishchenko, O., 2017) and others. In the works of  
S. Lazzarini (Lazzarini, 2018), O.Tkachuk, V. Khachatryan, 
(Tkachuk, Khachatryan, 2019), V. V. Bokovets et 
al (Bokovets, Zamkova, Makhnachova, 2017) the 
effectiveness of state and private enterprises is compared. 
State and private property rights, their specification 
and erosion are discussed in the works of R. Shiryaeva 
(Shiryaeva, 2011), M. Justesen (Justesen, 2015).

3. Presentation of the main material
3.1. Governance of state property  
in the countries of EU

Today, the importance of the state as a public institute 
is objectively increasing in the most economically 
developed countries. State property governance can 
be seen as one of the fundamental functions of the 
state in the process of institutional change. France 
has an interesting experience of state involvement in 
shaping institutional ownership changes. This country 
is characterized by the most developed (of all Western 
European countries) state regulation of the economy, 
which is manifested in indicative planning (the 
formation of strategic plans and current forecasts is 
done by the General Commissariat for Planning). 

The economy of France accumulates all forms of 
ownership today, such as: state, collective, individual, 
mixed. After large-scale nationalization (energy, 
coal, chemical industry, ferrous metallurgy, transport 
engineering, household electrical equipment 
production, construction, communication and 
transport, etc.) in the 1950's and 1960's a third of the 
property was owned by the state, including a fifth of 
the industry, banks, motor vehicles, major insurance 
companies and broadcasters. The main objective at 
this time was industrialization in order to maintain the 
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status of a strong state in France. Accordingly, the public 
sector made 30% of all investments.

After two waves of denationalization, which took place 
in the 1970s and 1990s, many industrial enterprises and 
banks remained in the public sector. But the mechanism 
for managing them has changed significantly. SOEs have 
been transformed into joint-stock companies (state-
owned majority in shares), and transferred to a budget-
independent operation.

In the XXI century the country's policy is aimed at further 
developing the competition that underpins free enterprise 
and trade. Accordingly, the creation of small businesses 
is constantly stimulated by various types of assistance 
in obtaining long-term and short-term loans, providing 
tax benefits, guarantees and credit insurance, providing 
commercial information, establishing legal guarantees to 
prevent complete bankruptcy, the selection of specialists 
to coordinate the activities of small businesses.

Today, the state policy is aimed at further socializing 
the property institute. Thus, in France, the internal 
redistribution of shares is legislatively stimulated. The 
tendency for companies to become fully owned by 
their staff is becoming more prominent. In essence, it 
is a matter of creating a cooperative form of ownership 
not through the merger of small individual owners, 
but through the acquisition of the enterprise by its 
staff. Thus, France has a formative influence on the 
property institute through methods of state regulation, 
in particular by stimulating entrepreneurial activity, 
creating conditions for further cooperation and so on.

Poland's practice of shaping institutional ownership 
changes is particularly valuable to Ukraine. After all, 
this country is close to Ukraine both in the tradition of 
organizing the socio-economic sphere (in the historical 
aspect of socialist living conditions with all the original 
components), and in geographical location.

Prior to the reforms (1990), Poland's economy was in 
a state of deep systemic economic crisis (hyperinflation, 
declining production levels, and living standards). 
Accordingly, a course was laid on cardinal systemic 
changes, which were then called "shock therapy". 
The following measures have been taken to ensure 
stabilization: strict monetary policy; elimination of 
the budget deficit by reducing subsidies for food, 
raw materials, energy industry, abolition of most tax 
benefits; liberalization of prices except for energy, 
transport tariffs, rent, medicines; introduction of partial 
conversion of currency of Poland in the conditions of 
its considerable devaluation, unification of the exchange 
rate in all markets and liberalization of foreign trade; 
rigid restrictive income policy.

But “shock therapy” was criticized by the political 
elite of Poland, and in 1994-1997 a successful program 
of gradualist reforms was introduced with the Strategy 
for Poland, which was fundamentally different from the 
previous liberal policy of reforms. The key vectors were 
the following: creation of necessary institutions, state 

intervention in the economy, fair distribution of income. 
The country's major macroeconomic indicators have 
been significantly improved during the reforms. 

Between 1990 and 1992, the so-called "small-scale 
privatization" took place in Poland, with the large share of 
retail and consumer services transferred into private hands. 
The share of the private sector in GDP has increased from 
29% in 1989 to 47% in 1992, and reached almost 70% 
in 1996. As for the privatization of large enterprises, the 
government was in no hurry, because it understood the 
importance of gradual changes in the principles of their 
management. In other words, the Strategy for Poland 
program was based not on the destruction of the public 
sector, but on the gradual privatization. Correspondingly, 
the corporatization of state-owned enterprises with 
a limited number of shareholders and the transition to 
management through the hiring of competent managers 
has been done (Palekhova, 2008).

Thus, state-owned enterprises mostly operate with 
the participation of private capital and are organizations 
over which the state exercises control to achieve the set 
objectives with maximum efficiency. At the same time, 
in strategic enterprises, especially in the sphere of energy 
and heavy industry, the state retained a controlling 
stake, and for better capital rising, some of the shares 
are quoted on the stock exchange. This applies, for 
example, to the Polish energy group or to other energy 
companies. As of 2015, the state retained a minority 
stake in 346 enterprises and a majority stake in 47. Thus, 
in 2015, the annual dividend income exceeded the 
profit from the sale of enterprises by 10 times, reaching 
the level of 45 billion zlotys ($ 12 billion) (Belas, 2016). 

Thanks to the creation of large and export-oriented 
small and medium-sized enterprises in the years 
of transformation to market economy, Poland has 
managed to overcome the crisis in industrial production 
quite quickly (2008 – 2009). During the financial crisis, 
SMEs were supported and stimulated by the significant 
expansion of the bank guarantee system and facilitated 
access to EU funds.

Thus, by succeeding in achieving positive institutional 
changes in ownership relations (creating favorable 
conditions for SMEs, developing market infrastructure, 
conducting moderate privatization of state property, 
transferring state-owned enterprises to market tracks, 
etc.) the grounds for economic growth and improvement 
of the social sphere in the country were made.

3.2. The problems of governance  
of state property in Ukraine

The place of state property in modern economic 
systems is primarily determined by its central role as 
a basis for state to fulfill its functions. In our view, the 
quality of these functions implementation is possible 
only under the condition of adequate development of 
state property relations.
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According to the Law of Ukraine “On Managing 

Objects That Are in State Ownership” (Article 1), the 
process of governance of state property is exercised 
by the Cabinet of Ministers of Ukraine. The state 
property may include natural resources, basic means 
of production in all sectors of the economy, financial 
resources, gold and foreign exchange reserves, as well 
as cultural values. State corporate rights are a particular 
subject of governance. According to the Resolution of 
the Cabinet of Ministers of Ukraine “On Approving 
Basic Conceptual Approaches to Improving the 
Effectiveness of Corporate Governance of the State”, 
the state corporate rights (CSR) are determined by the 
state's share in the capital of a company, and include the 
right to manage such a company, gain profit (dividends), 
and the distribution of assets in the event of liquidation.

In Ukraine, the development of state property, 
especially in the course and in the wake of the economic 
reforms of the 1990s, is very controversial. Let us 
distinguish the following problems of development of 
state property in Ukraine:
1) the nature of privatization and its results;
2) problems of efficiency of governance of state property 
and state corporate rights;
3) problems of state-owned enterprises as separate 
economic units;
4) blurring of state and private property rights;
5) interconnections between "ownership-power" 
relations.

3.2.1. The nature of privatization and its results
Large-scale privatization of state-owned property 

was the basis of economic downturn in the process of 
transformation of the economic system of Ukraine. 
In 1992, the Verkhovna Rada adopted the Laws of 
Ukraine “On Privatization of Small State Enterprises 
(Small Privatization)”, “On Privatization Papers”, “On 
Privatization of State Housing Fund”. To ensure the 
implementation of the legislative norms, a special body of 
executive power – the State Property Fund of Ukraine – 
was created. Since 1992, the State Privatization Programs 
have been approved annually by the Verkhovna Rada, 
which contain the conditions, plans and organizational 
measures for privatization for a year.

The First State Privatization Program identified the 
following strategic goals of this process: the creation of 
a layer of non-state owners as the basis of a multifaceted 
economy; increasing the efficiency of production 
facilities; development of competitive environment 
and restriction of monopolies; attraction of foreign 
investments. Thus, privatization process was entrusted 
with the fundamental tasks of developing private 
ownership and stimulating private initiative in the 
process of market transformations. In addition, its fiscal 
function on filling the revenue part of the state budget 
was recognized as important.

During the first decade of privatization process, 
the share of state property in fixed assets in Ukraine 
decreased from 81.3% to 56.7%, and the share of public 
sector employees fell from 78.7% to 35.5%. Trade and 
public catering, household services, light and food 
industry developed rapidly. In many industries, with the 
exception of electricity, fuel, milling, the private sector 
prevailed. The majority of industrial products (63.6%) 
were produced by non-state enterprises.

However, unfortunately, not all objectives have been 
successfully achieved, as the privatization process 
has encountered some difficulties, such as the lack 
of a clear strategy; inefficient use of received funds; 
insufficient legislative support; shadow privatization; 
the practice of bringing businesses into bankruptcy in 
order to rebuy them.

3.2.2. Problems of efficiency of governance  
of state property and state corporate rights

It is important to analyze the effectiveness of the 
process of governance of state property. Assessing 
governance effectiveness involves having a set of metrics 
that have not been created yet. Researchers (Solovjan, 
2011; Fedorenko, 2014) often propose a solution to this 
problem through the use of fairly traditional indicators, 
rather than creating the system of indicators aimed 
specifically at assessing the governance of state property. 
In addition, as a rule, they tend to evaluate the economic 
efficiency itself rather than the socio-economic or social 
management effectiveness. In particular, following 
indicators are used: annual profitability of corporate 
rights; return on assets, sales, net profit.

If we try to give a general quantitative description of 
the state property governance process carried out by the 
State Property Fund of Ukraine (SPFU), we will see that, 
according to the Fund (State Property Fund of Ukraine, 
2019), it transferred UAH 5.362 billion to the State 
budget in 2017, and UAH 0.25 billion was received for the 
fulfillment of its tasks. That is, as a result of the governance 
activity of the Fund, the state received a net income of 
UAH 5.112 billion. However, if we consider the structure 
of this income, it turns out that 62.9% was obtained 
through the privatization of state property; 19.7% at the 
expense of leasing of state property; 17.3% due to dividend 
income and net income. Thus, most of the proceeds from 
the governance of state-owned property are short-term 
revenues, which cannot be planned as a basis for economic 
growth of the country. At the same time, regular revenues 
from state-owned enterprises, dividends and rents, which 
can be used for long-term budget planning, account for 
much less of the revenue.

Let us formulate the general system of indicators for 
assessing not only the economic efficiency, as it is most 
often done, but also the socio-economic efficiency of 
governance of state property, in particular of corporate 
state rights in state-owned companies (see Table 1).
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Researchers (Mukha, 2012; Solovjan, 2011) often 
concentrate on calculations and analysis of a group of 
microeconomic indicators of economic efficiency of 
governance of state-owned enterprises; examine the 
financial position and dividend policy of individual 
entities selected for analysis. However, the analysis 
of macroeconomic indicators of economic and social 
efficiency of state property governance, as a rule, 
either is not conducted at all or is not carried out in 
sufficient volume. Let us calculate and analyze selected 
macroeconomic indicators of economic efficiency of 
state property governance (see Table 2) for the period 
of 2010–2017 in Ukraine. 

The total annual yield on corporate rights in state 
owned companies is low, fluctuating from year to year, 
and has a general tendency to decrease. During this 
period, the absolute number of entities at different 
stages of bankruptcy (property disposal, liquidation) 
decreased significantly; a similar trend is observed 
with regard to the share of enterprises in the process of 

bankruptcy in the total number of enterprises managed 
by SPFU. Expenditures on innovation activities 
(financed from the state budget) have unstable values 
and fluctuate from year to year, but the percentage is 
quite low (from 0.4% to 4.47%).

In our view, among the indicators of social efficiency, 
one of the most important is the wages in traditional 
sectors of the public sector compared to other sectors 
and to the national average in general (see Table 3).

As we can see from the table, the wages in the traditional 
public sectors exceeded the average in Ukraine only in 
the sphere of public administration, as well as defense, 
social insurance by 1.1-1.4 times, with trends in 2016-
2018 indicating further increase of this indicator. 
However, at the same time, in those areas that reflect the 
state's fulfillment of basic social functions, i.e. in the field 
of education, health care, social assistance, functioning 
of cultural institutions, there is a steady tendency to lag 
behind the national average wage. Thus, in the field of 
education, such a gap is 16-27%; in the health and social 

Table 1
A system of indicators for assessing the effectiveness of state property governance, 
in particular corporate state rights

Group Indices Essence
1 2 3

Microeconomic indicators, including:

indicators of economic 
efficiency and financial 
sustainability

– labor productivity, capital productivity, capital intensity, material 
efficiency, material intensity, capital stock at the enterprise;
– profitable amount of assets for sale;
– net profit in the share capital;
– revenue from fixed assets, number of employees.

characterize the economic efficiency 
and financial sustainability of the 
functioning of state-owned enterprises 
or state-owned enterprises

dividend policy indicators

– stock price dynamics;
– ratio of the share price to its nominal value;
– volume and dynamics of dividend payments;
– dividend per share in circulation;
– net profit per share in circulation;
– share of net profit paid as dividend;
– the ratio of dividends to the share price (return on equity)

characterize the state's income from 
corporate rights in (public) open joint-
stock companies

indicators of quality 
assessment of corporate 
governance

– fulfillment of the financial plan of the enterprise in terms of 
revenue from sales of products, net profit, transfer of net profit to 
the budget;
– fulfillment of agreement conditions

characterize the quality of corporate 
governance of heads of state-owned 
enterprises or representatives of the 
state in governing bodies of commercial 
companies

Macroeconomic indicators, including:

cost-effectiveness indicators

– volume and dynamics of deduction of profit (dividends) to budgets;
– total annual profitability of corporate rights 
– efficiency of use of resources: productivity of labor, capital 
productivity, capital intensity, material efficiency, material 
intensity, capital stock of labor in the public sector;
– number of enterprises in the process of bankruptcy.
– innovation expanses (financed from the state budget)

characterize the economic efficiency of 
the public sector as a macroeconomic 
entity

social performance 
indicators

– level and dynamics of wages in the public sector;
– employment of socially disadvantaged sections of the population;
– maintenance of social infrastructure facilities;
– level of prices for products;
– participation of businesses in government programs, including 
social programs

characterize the quality of the 
performance of social functions of the 
state using state property

Source: made by the authors
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care sectors it is 28-34%; in the functioning of cultural 
institutions it is 15-29%. At the same time, in 2018, 
wages in the wholesale and retail trade area were by 
1.1 times higher than the national average; in the field 
of information and telecommunications by 1.6 times; in 
the field of financial and insurance activities by 1.8 times. 

It should be emphasized that the State Property Fund 
applies its own methodology for assessing the quality 
of governance, which focuses on subjective factors 
and consists of assessing the quality of managerial 
functions performed by government representatives in 
joint stock companies. As a result, the SPFU concluded 
that management effectiveness remains poor. Thus, 
only 11% of companies demonstrate high efficiency in 
management; 14% of companies showed a satisfactory 
level; and the vast majority – 75% of the companies – 
were found to be ineffective in terms of the management 
quality (Fedorenko, 2014). 

The reasons for this unsatisfactory condition lie 
in the following problems of governance of state 
property, namely: a) a lack of a strategy for governance 
of state property in general and state corporate 
rights in particular; b) a complex system of public 
authorities responsible for corporate governance;  
c) low professional level, interest and responsibility 
of authorized bodies in the management process;  
d) conflict of regulatory and managerial functions of 
the state; e) unfavorable structure of corporate rights 
(Mytrofanova and Reshetnjak, 2019).

3.2.3. Problems of functioning  
of state-owned enterprises

In our view, the problems faced by state-owned 
enterprises in the course of their activity can be 
considered at several levels. At a micro level, there 
is a lack of resources for technological upgrade of 

Table 2
Macroeconomic indicators of economic efficiency of public property governance

Year

Indices

Total annual yield  
on corporate rights, UAH 

Resource efficiency:  
labor productivity  

in the public sector, UAH 

Number of enterprises in the 
process of bankruptcy, units 

/ share of bankruptcies in the 
total number of enterprises 

managed by SPFU,%

Innovation expanses  
(financed from the 

state budget,% of total 
expenditures)

2010 n / d 1.66 158 / n / d 1.08
2011 0.019 1.61 128/26 1.04
2012 0.018 1.61 121 / 24.9 1.95
2013 0.004 1.57 110 / 23.9 0.26
2014 0.008 1.64 65 / 17.3 4.47
2015 0.004 1.76 63 / 16.9 0.40
2016 0.011 1.74 55 / 15.4 0.77
2017 0.003 n / d 55 / 16.1 2.49

Source: calculated by authors based on (Mytrofanova and Reshetnjak, 2019; Fedorenko, 2014)

Table 3
Wages in traditional public sector compared to the average in Ukraine

Years Average 
salary, UAH.

Salary; government, 
defense, social insurance Salary; education Salary; health care  

and social assistance

Salary; functioning 
of libraries, archives, 
museums and other 
cultural institutions

UAH
relative to 

the average 
wage

UAH
relative to 

the average 
wage

UAH
relative to 

the average 
wage

UAH
relative to 

the average 
wage

2010 2250 2735 1.22 1884 0.84 1616 0.72 1912 0.85
2011 2648 3049 1.15 2077 0.78 1762 0.67 2124 0.80
2012 3041 3432 1.13 2532 0.83 2186 0.72 2579 0.85
2013 3282 3719 1.13 2696 0.82 2351 0.72 2737 0.83
2014 3480 3817 1.10 2745 0.79 2441 0.70 2769 0.80
2015 4195 4381 1.04 3132 0.75 2829 0.67 3049 0.73
2016 5183 5953 1.15 3769 0.73 3400 0.66 3705 0.71
2017 7104 9372 1.32 5857 0.82 4977 0.70 5464 0.77
2018 8865 12698 1.43 7041 0.79 5853 0.66 6381 0.72

Source: calculated by the authors based on (Report on the work of the State Property Fund of Ukraine and the progress of privatization of state property 
in 2017, 2018)
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production, significant depreciation of fixed assets, 
low degree of financial stability and liquidity. In the 
case of non-natural monopolies, there are difficulties 
in competing in the industry, including trade and 
online services (Gorodnichenko et al., 2018), and 
the difficulty of finding competitive advantages 
(Gerasymenko et al. , 2017). Macro-level enterprises 
of any form of ownership are in one way or another 
confronted with the unpredictable economic policies 
of the state, that are often influenced by political 
cycles and demands of the international financial 
institutions. In addition, the overall macroeconomic 
conditions in the country are rather unfavorable, as 
Ukraine experienced several major economic crises 
during the years of independence (1990s, 2008–2009,  
2014–2015), which have led to decline in domestic 
demand, the outflow of staff, the rise in the cost of 
credit and more. At the global level, the intensification 
of competition (Nwabueze and Mileski, 2018), 
political upheavals, and the absence of sufficiently large 
world-class monopolies to compete effectively with 
the world's leading companies in the world markets are 
significant obstacles.

3.2.4. Blurring of state  
and private property rights

Institutional theory of property rights implies the need 
for a clear specification of property rights to ensure the 
effective functioning of property relations. Otherwise, 
the erosion of property rights opens up opportunities 
for protection problems and opportunistic behavior. 
Insufficient regulation of property rights is common 
in post-socialist countries, including Ukraine, as 
a result of radical market reforms, rapid privatization 
processes, and the lack of prompt construction of the 
institutional foundations of the new economic system. 
As a consequence the lack of specification in property 
rights is expressed in two sectors. Firstly, in the sphere 
of modern functioning of the state property itself. 
Here, according to research (Shirjaeva, 2011), there 
are many problems due to the fact of ownership by civil 
servants of unregistered property that can be used to 
pursue their own interests. Such abuses may be linked 
to the establishment of monopoly prices for goods and 
services of natural monopolies (tariffs for rail transport, 
gas prices, etc.); to public procurement at inflated 
prices; to direct distribution of state property or use for 
their own purposes.

Secondly, in the area of the connections between 
private and public property, that have been linked to 
privatization processes historically. In this case, the 
lack of transparency of privatization procedures raises 
the question of the initial legitimacy of the transfer of 
certain objects (including strategic ones) into private 
or joint-stock ownership. Moreover, such processes 
continue today. For example, privatization plans for 

2018 (Analytical note on the work of the State Property 
Fund of Ukraine and the course of privatization of 
state property for 9 months of 2018, 2018) included 
such companies as Turbo-atom, President-Hotel, 
Mykolaivoblenergo, which are in the list of ten 
enterprises-leaders in terms of dividend payments 
to the State Budget. At the same time, privatization 
has traditionally featured the sale of unprofitable 
enterprises with the aim of improving state finances 
and transferring such enterprises to a more efficient 
owner. In addition, privatization plans include entities 
that have been previously listed as entities that cannot 
be objects of privatization. Moreover, these enterprises 
have a monopoly position or are of strategic importance 
for economy of the country. Preparations for the sale of 
these assets in accordance with the SPFU Report (State 
Property Fund of Ukraine, 2018) were made only after 
they have been excluded from the non-privatization list.

On the other hand, if it is proven that certain 
businesses were acquired unlawfully, re-nationalization 
of them, even with compensation for the owners, will 
lead to the phenomenon of "erosion of property rights", 
when the right of private ownership is not protected. 
Therefore, neither national nor foreign investors will 
be interested in investing without being confident in 
the sound protection of their rights. Unfortunately, 
in Ukraine in the 2000s the term of "re-privatization" 
came into existence, i.e. the return of privately owned 
enterprises back to the state, which at one time led to 
chaos with the determination of property rights for 
some objects.

3.2.5. Interconnections between  
"ownership-power" relations

By definition, the historical phenomenon of 
interconnections between "ownership-power" 
relations is the following: "Power (ownership) gives 
rise to the concept of property; property is born as 
a function of possession and power. Ownership-
power is an alternative to the European antique, feudal 
and bourgeois private property in the non-European 
structures” (Vasilev, 1993). It is emphasized that the 
phenomenon of interconnections between "ownership-
power" relations can be viewed in two respects: as 
a distinctive feature of non-European societies, and as 
a characteristic feature of the senatorial-vassal relations 
in the era of the European Middle Ages (Cirel, 2006). 
Historically, this phenomenon has appeared in the 
period of Kievan Rus and the Moscow state. A distinctive 
feature of this phenomenon is the primacy of power over 
property, i.e. a high status in the social hierarchy, due to 
the occupation of a certain position in the civil service, 
becomes a prerequisite for owning wealth. Moreover, 
since property depends on the authority, in the event 
of termination of civil service, private ownership of the 
wealth acquired is not guaranteed.
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It is difficult to say whether this phenomenon, which is 

actually spreading today in Ukraine, is caused by history 
itself. Probably it is not. More probable reasons are the 
lack of specification of state and private property rights, 
the lack of separation of state power from business, 
the availability of opportunities for abuse, corruption 
factors. As a result, an appointment of certain persons 
to higher governmental posts is made not by their 
objective abilities and knowledge, but by the large 
private property ownership. Property and power are 
mutually conditioned and merged. A closed circle of 
"property-power" connections is formed then, which 
may be interrupted by the coming to power of new 
elites, when both property and power are redistributed, 
and previous decision-makers often lose everything.

4. Discussion
The problems in the field of state property 

development in Ukraine need a dynamic and high-
quality solution. Thus, in the sphere of privatization 
processes, it is necessary to harmonize the policy of 
privatization of state-owned enterprises with the long-
term goals of governing of state property; determine 
the scientifically sound amount of state property and 
consolidate it legally. It is necessary either to ensure 
the stability of the list of strategic state-owned objects 
that are not subject to privatization, or to reform the 
procedure for excluding companies from this list, to 
ensure its transparency and purposefulness, to eliminate 
the corruption component; to stop the privatization 
of really profitable enterprises. The fiscal function of 
privatization should play a subordinate role in relation 
to the function of improving the efficiency of public 
property management. 

Among scholars (Mukha, 2012; Solovjan, 2011; 
Fedorenko, 2014), the “market”, “competitive-
centric” approach to solving problems of the system 
of governance of state property and in particular state 
corporate rights is dominant. The essence of this 
approach lies in recognizing the primacy of economic 
efficiency over social. In particular, it is proposed to 
optimize the number of state-owned enterprises; to 
improve the structure of their efficiency by exempting 
the state from the management of small blocks of shares 
amounting to 25%; to transfer a part of the state's stake 
in the trust administration. It is also proposed to abolish 
the rule on the mandatory deduction of part of the 
net profit of the state-owned enterprise into the state 
budget. The idea is to allow the sale of part of the shares 
of state-owned joint-stock companies with 100% state 
ownership in order to attract additional investments. 

Of course, an unbiased analysis, inventory of existing 
state property, in particular, its efficiency is necessary. 
Considering the specifics of the industries in which 
state-owned enterprises operate (education, health 
care, defense, economic security, strategic industries, 

natural monopolies, public goods), it may be inevitable 
that unprofitability (or subsidy) occur. In other words, 
reduced economic efficiency is a "pay" for social 
efficiency.

Therefore, it is necessary to radically change the very 
approach to assessing the performance of state-owned 
enterprises, and accordingly the process of managing 
them – from a purely "market" to one that takes into 
account the degree of fulfillment of their state functions, 
i.e., including the social component. Under these 
conditions, social performance indicators (see Table 
1) should be included in the system of performance 
indicators for state property governance; otherwise, the 
objectives of the analysis and the method of evaluating 
results will not be consistent with each other.

In our opinion, problems in the process of public 
corporate governance in Ukraine can be solved using the 
following measures: a) streamlining the composition 
and functions of the entities managing the efficiency 
state corporate rights; b) creation of a domestic 
corporate model in the field of state corporate rights 
governance, taking into account foreign experience 
and national peculiarities; c) development of the State 
Efficiency Management Program of state corporate 
rights and strategic planning to improve the quality 
of management in this field in the short and long run;  
d) drafting of the Law of Ukraine “On Corporate Rights 
of the State”, which should regulate relations in this 
sphere and protect the interests of the state; e) open 
the State Agency of Ukraine in management of state 
corporate rights and property, the regulations of which 
have been developed but are not yet in force; e) amend 
the Law of Ukraine “On Civil Service” with respect to 
raising the requirements for the quality of work of civil 
servants, as well as establishing the responsibility for 
their activities (Mytrofanova and Reshetnjak, 2019).

Institutional problems of eroding state and 
private property rights, as well as the existence of 
interconnections between "ownership-power" relations, 
in our view, are extremely difficult to solve, as they 
concern not only purely economic sphere but also 
established forms of behavior, informal rules that have 
become traditional over the last few decades and are 
difficult to influence. At the same time, it is necessary 
to try to include the specified institutional component 
in the state policy of governance of property relations. 
The current situation requires an increase in the degree 
of protection and specification of public and private 
property rights, ensuring the inviolability of both 
private and public property rights. The key to this is 
not only to improve legislation, but also to increase 
confidence in the country's law enforcement and judicial 
systems. It is necessary to amend the Law of Ukraine 
"On Civil Service" to strengthen the accountability 
of civil servants for making decisions related to the 
disposal of state property. It is necessary to ensure that 
the legislation regulates actions of the bureaucratic 
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apparatus regarding the disposal of such objects.  
The role of civil society representatives in preventing the 
"conflict of interest" concerning state property objects 
should be strengthened.

5. Conclusion
Today, the importance of the state as a public institute 

is objectively increasing in the most economically 
developed countries. By succeeding in achieving positive 
institutional changes in ownership relations (creating 
favorable conditions for SMEs, developing market 
infrastructure, conducting moderate privatization of 
state property, transferring state-owned enterprises to 
market tracks, creating, policies for protecting national 
interests, etc.) the grounds for economic growth and 
improvement of the social sphere in France and Poland 
were made.

According to the results of this study, development 
of state property in Ukraine is characterized by the 
following problems: supremely sensitive nature of 
privatization; low efficiency of governance of state 
property and state corporate rights; insufficient 
efficiency of functioning of state-owned enterprises as 
separate economic units; institutional problems such 
as an erosion of state and private property rights and 
interconnections between "ownership-power" relations.

In our view, general system for assessing the socio-
economic efficiency of state property governance 
should include the following indicators: microeconomic 
indicators (indicators of economic efficiency and 
financial sustainability, dividend policy, quality 
assessment of corporate governance); macroeconomic 
indicators (indicators of economic efficiency and social 
effectiveness). Analysis of selected macroeconomic 
indicators of economic efficiency of public property 
governance in 2010–2017 in Ukraine showed that 
the annual yield of corporate rights of the state is low 

and tends to decline; the number of enterprises in the 
bankruptcy procedure has significantly decreased. As an 
indicator of social efficiency wages in the public sector in 
comparison with the average in Ukraine were taken, that 
are low with a tendency to decrease. Overall, the socio-
economic efficiency of public property governance in 
Ukraine needs improvement.

The ways to solve problems in the sphere of state 
property governance in Ukraine, in our opinion, lie, firstly, 
in strengthening the strategic thinking in the centers of 
decision-making, in avoiding situational ill-considered 
steps. Secondly, it is necessary to streamline the list and 
functions of controlling bodies in order to eliminate 
duplication of their functions. Thirdly, in the process of 
analyzing the effectiveness of state property governance, it 
is necessary to strengthen the social component. Fourth, 
it is necessary to include an institutional component in the 
state policy for managing the relations of state property 
in order to solve problems of erosion of state and private 
property rights, as well as the interconnections between 
"ownership-power" relations.

The subject of further research in the outlined direction 
may be a more detailed analysis of the social efficiency 
of public property governance using above mentioned 
indicators (see table 1), formation of additional 
indicators, as well as development of directions for 
improving such efficiency. In addition, a promising 
direction is a detailed analysis of implementation of 
social functions of the state through the governance of 
state corporate rights.
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