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DETERMINANTS OF THE STANDARD OF LIVING IN REGIONS OF UKRAINE

Abstract. The article is devoted to the socio-economic essence of “standard of living”. The author
analyzes the structure of money incomes of households in Ukraine as a catalyst of the high standard
of living. The basic factors that influence on the formation of living standards in regions of Ukraine in
transformational changes and entry of Ukraine into the international (European) educational and sci-
entific spaces are examined. It was found that to solve social and economic problems of society and to
improve of living standards is necessary to develop social entrepreneurship.

Keywords: standard of living; social entrepreneurship; money income; wealth, culture of consump-
tion.
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AETEPMIHAHTUA ®OPMYBAHHSA PIBHA XKUTTA HACENEHHA
PErIOHIB YKPAIHU

Anomauyisi. [JocnidxeHo couyiaribHO-eKOHOMIYHY CYMHICMb MOHAMMS «pieeHb xumms». [lpoaHa-
nisogaHo cmpykmypy epowosux doxodie domozaocriodapcme YKpaiHu siKk Kamarizamopa 6UCOKO20
pieHs )Xumms. Po32riiHymo 0CHOBHI ghakmopu, SKi ennuearomes Ha hopMy8aHHS PIHS Xumms Hace-
JIeHHS1 pezioHie YkpaiHu 8 ymosax mpaHcgopmMauiliHux 3MiH ma 68X00XKeHHs1 YKpaiHu 8 MiXXHapoOHUL
(esponieticbkuli) oceimHili ma Haykosul rnpocmopu. BcmaHoeneHo, wo 05151 8UpPIWEHHS coujaribHO-
E€KOHOMIYHUX rpobriem cycriinbcmaea ma nid8uUEHHs PieHs XXummsi He0b6XxiOHO po3susamu couyiasibHe
nidénpueMHUUMB8O.

Knroyoei cnoea: piseHb XXummsi; couianbHe nidnpueMHUUMaE0; epowosi 0oxodu; docmamok; Ky-
Jibmypa CrioXueaHHs.

A. H. PeBKo, K. 3. H.

AETEPMUWHAHTbI OPMUPOBAHUA YPOBHA XKU3HU HACENEHUA
PErMOHOB YKPAUHDI

AHHOmMauyus. ViccnedosaHa coyuasibHO-3KOHOMUYECKas CyUuyHOCMb MOHAMUS «YPOBEHb XKU3HUY.
lMpoaHanusuposaHa cmpykmypa OeHexHbix 00x0008 O0MOx035licme YKpauHbl Kak Kamarnu3amop
8bICOKO20 YPOBHS XU3HU. PaccMompeHbl OCHO8HbIE hakmophbl, KOMopbie enustom Ha ¢hopMuposa-
HUE YPOBHS XU3HU HacesleHUs peauoHo8 YKpauHbl 8 yCo8UsIX MPaHCEhOPMaUyUOHHbIX U3MEHeHUU U
exox0eHuUe YkpauHbl 8 MexOyHapoOHoe (esporielickoe) obpa3ogameribHoe U Hay4yHOe MpocmpaH-
cmea. YcmaHogneHo, Yymo 0rsi pelweHuUs1 coyuarnbHO-3KOHOMUYECKUX npobnem obwecmsa u rnosbi-
WEHUS YPOBHS XKU3HU HEObXOOUMO pasgusambs coyuarbHoe npednpuHUMamersCmeo.

Knro4yeenie crioga: ypo8eHb XU3HU; coyuarnbHoe rnpednpuHuMamernscmeo; 0eHexHble Aoxodbl;
docmamok; Kynbmypa nompebrieHus.

Urgency of the research. The standard of living is the material basis which not only provides qual-
ity, human development, but also allows one to choose the direction of their development. It describes
the economic capacity of the population to satisfy their physical, cultural and social needs through the
acquisition of goods and services. The problem of researching the level of life in Ukraine is very actu-
al.

Actual scientific researches and issues analysis. In the last period a substantial number of sci-
entists are studying this problem in Ukraine, such as A. Bogucki, V. Mandybura, E. Libanova, I.
Hnybidenko, A. Kolot and other.
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Uninvestigated parts of general matters defining. Despite the significant amount of scientific re-
searches on the problem of living standards, it has not lost its relevance in scientific terms and re-
quires the development of effective practical recommendations to provide a real improvement of living
standards in Ukraine. There is a need for an objective research into the processes of formation of liv-
ing standards of the population in regions of Ukraine, because it provides opportunities for people to
satisfy their material (food, clothing, housing, etc.), cultural (theaters, cinemas, clubs, buying books,
computers, art etc.) and social (health care, education, etc.) needs for by acquiring the of goods and
services.

The research objective. Aim of the article is to research the main factors that determine the for-
mation of the modern living standards in conditions of transformational changes and entry of Ukraine
into the international (European) educational and scientific space.

The statement of basic materials. The standard of living of the population - a generalized com-
plex concept, which is characterized by multifaceted component structures. Among the modern
Ukrainian researchers, the view of the standard of living dominates in the narrow and broad sense.

Thus, A. Bogucki proposes to distinguish category in the narrow sense - to display only personal
needs of people; in wide - actual level of consumption of material, spiritual and social goods and ser-
vices as satisfaction of rational needs. Personal needs are one of the starting categories in the analy-
sis the standard of living that distinguish the personality from others in the physical, intellectual and
social plans. The source of satisfaction is income of population [1, c. 43].

V. Mandybura considers that standard of living in wide sense is the totality of relations and condi-
tions that affect the lives, work, life and the intellectual and cultural development of the people. Stand-
ard of living describes the degree of satisfaction of various needs of society (not only physical but also
social, intellectual, spiritual) which they have achieved for a certain period of time. Moreover, it deter-
mines and evaluates real economic sources, social and legal guarantees of ensuring the livelihoods of
the population [2, c. 18].

The needs constantly change because of their boundlessness and ability for expansion. Conditions
and resources that form the opportunities of their satisfaction can act as a limiter based on the situa-
tion, which consists on the market of goods and services, income of the population [3, c. 83].

In our opinion, quality of life can be defined as a complex social and economic category, which in-
cludes a whole range of social and economic relations that showing the development of needs, the
degree of their satisfaction by ensuring a certain level of income, the consumption of material and im-
material benefits and services in particular taken territory and creating conditions for expanded repro-
duction of human potential.

Resolution of problems of social and economic growth as the country as a whole and its regions, is
located directly dependent on the income policy and the corresponding dynamics of wages as the
main source of investment in human development.

Incomes of population are a catalyst for enviable standard of living. Wages is always dominant in
the structure of incomes of the population. Wages of the population forms the solvency of the domes-
tic market, quality structure of the trade balance, support domestic production.

Wages is the main source of money income into the households; it has the largest share in the
structure of cash income and had an unstable trend in the period of 2010-2015 (table 1).

The second largest source of income is the system of social transfers (pensions, scholarships, pub-
lic assistances, benefits, grants and compensatory payments provided in cash) which were decreasing
during the analyzed period. For households this indicator has decreased from 38.4% in 2010 to 37.8%
in 2015. A significant part in the structure of revenues is occupied by pensions; it is connected with the
fact that in Ukraine in 2010 nine pensioners accounted for ten working citizens.

Low incomes for most families with children is a determining factor in their exclusion from many ar-
eas of life. Thus, even though services in Ukraine secondary educational institutions and health ser-
vices in public institutions de jure are provided free of charge, providing training or treatment process-
es necessary goods (notebooks, pens, medicines, medical equipment), payment of laboratory re-
search, procedures etc. fall on the shoulders of consumers of these services and de facto are limited
to material ability.

Revko, A. M. Determinants of the standard of living in regions of

Ukraine (@) ov-rc |



HaykoBuii BicHuk Moniccs Ne 4 (8), 4. 1, 2016 Scientific bulletin of Polissia Ne 4 (8), p. 1, 2016

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCIIO4APCTBOM

Table 1
The structure of money income to the Ukrainian households in 2010-2015
(in average for one household per month, %)
Househo_lds without Households with Urban household Rural household
children children
2010 2015 2010 2015 2010 2015 2010 2015
Remuneration  off ¢ & 44,9 60,8 61,9 58,0 58,0 38,9 41,0
labour
Income from en-
trepreneurial activity 4.4 4.4 9,8 8,1 7,2 6,5 57 53
and selfemployment
Income from agri-
cultural products 3,7 4.0 3,9 3,6 0,5 0,5 13,2 11,5
sale
Property income
(dividends from
safety stocks and
other  securities, g 1,7 05 0,7 1,0 03 1,9 34
interests on depos-
its, income from
renting out real
estate, etc.)
Pensions 36,9 36,2 11,6 9,7 23,6 22,8 30,0 26,4
Scholarships 0,9 0,8 0,5 0,5 0,8 0,8 0,5 0,5
Public assistanc-
es, benefits, grants
and compensatory 0,6 0,8 5,3 7,0 2,3 3,3 4.2 4.5
payments provided
in cash
Monetary support
from relatives and 4,7 5,7 5,6 6,6 54 6,4 4,5 54
other persons
Alimony 0,0 0,1 0,6 0,6 0,4 0,3 0,1 0,2
Other money 1,0 1,4 0,7 1,3 0,8 1,1 1,0 1,8
income
Money income 100,0 100,0 100,0 100,0 100,0 100,0 100,0 100,0

Source: compiled from [4, c. 192, 196; 5, c. 201, 205, 213]

If we compare the structure of money income from rural and urban households, we’ll see a sub-
stantial excess of the part of employment incomes from the ultimate in 2015 - by 17.0 %. The share of
pensions and social payments prevails in rural households thereafter by 3.6 % and 1.2 %.

In conditions of slower economic growth, the share of income from wages is approaching to social
transfers. However, it should be noted that the obligatory payments (taxes and fees to government in-
surance funds) makes from wages by an average of 20% of gross income. It is obvious that in the budg-
ets of household income source is not mainly wages, but income from pensions, scholarships and social
assistance. Under conditions of economic depression this ratio will likely has played positive role in pre-
serving the overall dynamics of income, and consequently consumer demand. But in strategic terms, it
actually discourages human development and perpetuate social consumerism.

The standard of living depends on various factors, from the territory where the population are living,
the geographical factors, and ending with the general social-economic and environmental situation as
well as political relations in the country. All the most important factors I. Kolinchenko combines in the
following groups [6]: political factors; economic factors; social factors; scientific and technological pro-
gress; environmental factors.
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I. Pronina identifies factors of influence on the standard of living more widely. She allocates institu-
tional (state), non-economic (climatic, national, ethnic, historical) and significant group of economic fac-
tors [7, c. 6].

Among all the factors, economic factors have the strongest impact on standard of living. These in-
clude the availability of the economic potential of the country, the possibilities for its realization, the
value of national income etc. Growth of national income is a source of improving living standards. It is
a part of the total social product after deductions incurred in the production process the means of labor
and material costs, i.e. newly created value.

Institutional factors cover forms of ownership and organization of social life, the legal framework
and public administration system. Its direct the impact on standard of living because its determine
character of distribution of the national income which was created, socio-economic rights and guaran-
tees of human forms of social support and protection.

Political factors are the most significant factors that can dramatically influence on the change of liv-
ing standards. These include the nature of public (state) structure, stability of institute of the law, hu-
man rights etc. Political authority, which promotes development of economy and entrepreneurship,
creates the necessary start conditions for increasing standard of living in the country.

Today, in our opinion, to develop social entrepreneurship is necessary for solving social and eco-
nomic problems of society and the improvement of living standards of the population. Social entrepre-
neurship helps to solve the problems of unemployment, social insecurity, civil activity, reduces the
burden on local budgets in solving social problems and is an important source of economic develop-
ment. The main mission of social entrepreneurship - be useful to community by solving social prob-
lems and improves quality of life.

Socio-demographic factors carry out influence on standards of living: level of education and profes-
sional training; economic activity of population; number of household members, including the number
of employees and dependents; health condition etc.

Under the conditions of transformational changes and entry of Ukraine into the international (Euro-
pean) educational and scientific space modern standard of living largely determine factors such as
education, science and research activities. Ukraine chooses innovative model of development. It as-
sumes that scientific achievements and their technological applications will be played a major role as
sources of long-term economic growth. The ability of the country to creation of knowledge, dissemina-
tion and effective their use is becoming a major growth factors the economy of knowledge, along with
traditional sources - investments and human resources.

Can be argued that if we build the economy of knowledge in Ukraine in the middle-term and long-
term it will exert a significant impact on standard of living of Ukrainian population. Applying the para-
digm of European integration, Ukraine should create all conditions for overcoming of existing econom-
ic and technological gap with the countries - EU members. Providing real impact of science and inno-
vation on economic growth assumes continuous technology improvement, lifelong learning of devel-
opers, development of entrepreneurship, innovators and users of new technologies, involving educa-
tion in the process of updating knowledge.

Cultural factors also influence on standards of living and largely determine the needs, standards
and structure of consumption.

Scientists of the Institute of Demography and Social Studies of M. Ptukha NAS of Ukraine claim
that standard of living have a significant impact on modernization processes in economy.

However, among the problems impeding the implementation of positive impacts the standard of liv-
ing on modernization processes, there are two major fundamentally important points. On the one
hand, the transformation of consumption patterns that does not come close to signs of modernized
society today. On the other hand, low investment potential of the population hinders economic pro-
cesses. The main problem is how to influence not only on the financial aspects of life of households,
but also on their psychological guidance. Because they form a view of consumption patterns, a ten-
dency to thrift, understanding the balance between the needs of the present and confidence in the fu-
ture.
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The modern model of consumption that consisted in society during last two decades, looks distort-
ed both in terms of usefulness for consumers and from the standpoint of impact on the effective func-
tioning of national economic system [8, c. 440]. The basic reason is the low solvency of the population
and the forced choice of a model of consumption that might satisfy basic needs with limited resources.

Indicators of income and expenses occupy one of the central places in the system estimation of
material welfare of the population. The level of expenditures of the population has irrational structure
and demonstrates the low solvency of citizens. On average, one household directs more than 50% of
total expenditures on food. Instead, non-consumer total expenditure, which is the main source of in-
vestment in human development is only about a tenth of the total expenditures.

In consequence of the low income of majority of the population and low consumer of culture of the
society in general the structure of consumption is distorted in the direction nutrition by minimizing the
non-food component, especially socio-cultural such as:

- Too high expenditures of food commodities (relative and sometimes absolute).

- Limited in the consumption of non-food products and services.

- Practically complete rejection of the goods and services social and cultural sphere, while active
spending of available funds on entertainment in cafes and restaurants.

- Limiting investment in the development independent of the level of welfare.

- Slight savings and significant lending commitments on durable goods [9, c. 202].

The solvency of the population as an economic category characterizes the level and quality of life
and represents the ability of the population to pay for needed goods and services according to size of
available financial resources.

The low solvency of the population due to factors such as low level of wages caused by its untimely
payment, the need for expenditures of the population on priority services (municipal, domestic and
transport), as well as health care and education.

The low level of purchasing capacity of the population leads to unsatisfactory expenditures of the
population structure that slows reforms in the social sphere. A significant part of household expenditures
in the regions of Ukraine spent on food (in 2000 - 67.9%; 2005 - 61%; 2010 - 56.7%; 2015 - 54.0%), in-
dicating a low level solvency population. It negatively affects on the standard of living because it leads to
excessive growth of employment, falling productivity and real wages. Let's compare, the United States
direct 10% of family budgets on the foodstuffs, EU countries - 15%, the UK - 11.5%, Greece - 21.1%,
Poland - 30%. However, the dynamics of expenditure on food in total household of expenditures in
Ukraine during recent years has positive character to decrease. As rightly pointed out scientists, for the
formation of productive employment is necessary that family spent on food 18-25% of revenue.

Therefore, population of European countries spend only the third part of their money income for
providing worthy set of food commaodities. Another part (excluding the so-called mandatory payments)
they are able to spend on entertainment, recreation, health and education.

Conclusions. For any country it is important to maintain a high standard of living for its people be-
cause it is not only the result of economic development, but also a factor of social and economic pro-
gress, namely:

1) provides conditions for reproduction and comprehensive human development, formation of hu-
man potential and its capitalization;

2) is the base of consumer demand and the most important factor of the formation of the internal
market, which is essential for the development of national economy;

3) promotes the formation of the middle class, reduce the share of the poor, providing social stabil-
ity and reduces the possibility of various social risks.

Consequently, standards of living, on the one hand - it qualimetric indicator of real satisfaction of hu-
man needs that accumulates information about the status and living conditions of individuals, families,
social groups and classes of the population, on the other hand - the target standard of developing social

country.
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