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Abstract

The authors of the article have analysed different conditions and the level of business development which exist in post-socialist
countries by using international methodologies such as «Doing Business» and «BDO International Business Compass». The
main aim of the article is to outline the main features of every economy analysed by different criteria in order to identify the
level of business development and its constraints in the period of 2012-2016 in countries such as the Czech Republic, Poland,
Latvia, Lithuania, the Slovak Republic, Hungary, Estonia, Bulgaria, Moldova, Georgia and Ukraine. The presented analysis proves
that some countries hold the leading positions in performing business (Estonia, Georgia and the Czech Republic), whereas
others do not have such favourable conditions (Moldova and Ukraine). The authors described some of the advantages of the
mentioned methodologies, among which are big databases, different categories of parameters, possibilities to overview risks
and market potential and opportunities to make relevant comparisons. The disadvantages include a lack of corruption level
assessment methods and the availability of financial and loan instruments for business. It has been proved that it is reasonable to
use international ratings to avoid information asymmetries and to assess economy by different aspects.
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IBaweHko A. I.

KaHAanaaT eKOHOMIYHUX HayK, AOLEHT,

KuiBcbKUiA HauioHanbHUIA EKOHOMIYHWI YHiBepcuTeT imeHi Baanma letbmana, Kuis, Ykpaina

Opnosa H. C.

LOKTOP 3 Aep>KaBHOTO yrnpaBniHHA, npodecop, KWiBcbkuin yHiBEpCUTET iMeHi

Bopuca IMpiHyeHka, Kuis, YkpaiHa

MopiBHANbLHUI aHani3 KpaiH €C Ta acouiioBaHUx KpaiH €EC anA BuABNeHHA (heHOMeHy po3BUTKY bBi3Hecy

B NocTcouianiCTMYHMX KpaiHax

AHoTauinf

ABTOpM CTaTTi NpoaHanisyBanu piBeHb PO3BUTKY Ta Pi3Hi YyMOBU BeAeHHA Bi3Hecy, AKi iCHYIOTb Yy NOCTCoUianiCTUYHMX KpaiHax,
3 BUKOPUCTaHHAM Mi>XXKHApOAHUX METOAMK AK, Hanpuknaga, «BeaeHHsa 6isHecy» Ta «bO MixHapoaHui 6i3Hec-komnac». MeToio
CTaTTi € BUABNEHHA 0COBNMBOCTEN KOXHOI aHasi3oBaHOi EKOHOMIKW 32 Pi3HUMU KPUTEpPIAMU ANnA BU3HAYEHHA PiBHA PO3BUTKY
6i3Hecy Ta 1oro cTpumytoumx chaktopis y 2012-2016 pp. y kpaiHax, Takux Ak Yexia, Monbwa, Nateia, JintBa, CnosayuuvHa,
YropwwHa, EctoHia, Bonrapia, MongoBsa, pysia Ta YkpaiHa. [poBegeHuii aHania [oBOAWTb, WO AeAKi KpaiHu 3anmaloTb
npoBigHI no3wuii BiAHOCHO BeAEeHHA NiANPUEMHULBKOI AiAanbHOCTI (EcToHiA, pysiAa Ta YexiA); iHwi kpaihm (Monposa Ta
YkpaiHa) nepebyBatoTb B iHWNX yMOBaXx. Byno noseaeHo, Wo AOUINMBHO BUKOPUCTOBYBATU MiDKHAPOAHI PEATMHIM AnA nikeigauii
iHchopMaUinHOT acMMeTpii Ta OUIHKU EKOHOMIKU 3a Pi3HMMKW acneKkTamu.

Knto4yoBi cnosa: 6i3HeC; EKOHOMIYHi YMOBW; PENTUHIOBI METOANKN; PENTUHI KpaiHW; NoCcTcouianiCTUYHI KpaiHu.

UBaweHko A. U.

KaHAanaaT 9KOHOMUYECKMX HayK, OOLEHT,

KuneBCKMi HaunoHanNbHbIM SKOHOMUYECKUIA YHUBEPCUTET uMeHn Baguma leTemaHa, Kues, YkpanHa

Opnosa H. C.

[OKTOp rocygapCTBEHHOro ynpaeneHns, npodeccop, Knesckuii yHnsepcuteT umeHun bopuca 'puHyeHko, Knes, YkpauHa
CpaBHuTenbHbIY aHanu3 ctpaH EC n accounmnposaHHbix cTpaH EC ¢ Lienbto BbIABUTb heHOMEH pa3BuTnA 6usHeca

B NOCTCOLMANIMCTUYECKMX CTpaHax

AHHOTauuA

ABTOpbI CTaTbM MPOAHANU3NPOBaNN YPOBEHb Pa3BUTMA W pasfiMyHble YCNOBUA BedeHnsa Ou3Heca, KOTOpble CYLUEeCTBYIOT
B MOCTCOLMANIUCTMYECKNX CTpaHax, C UCMOMb30BaHMEM MeXAYHapoaHbIX METOAMK, Takux kak «BepeHune 6usHeca» u «bJ0O
MexxayHapoaHbii 6usHec-komnac». Llenbto ctatbn ABNAETCA BbIABMEHNE OCOBEHHOCTEN KaXAoN aHanmM3npyemMon 93KOHOMUKK
Nno pasnuMyHbIM KpUTEpPUAM ONA ONpedeneHvA YpoBHA pas3BuMTUA 6M3Heca M ero caepxmsarowmx gaktopos B 2012-2016 rr.
B CTpaHax, Takumx Kak Yexun, lMonbwa, JlateBua, Jlutea, Cnosakua, BeHrpua, OcTtonuA, BonrapuAa, Monposa, pysua u
YKpavHa. lpoBefeHHbIM aHanu3 MnoKasblBaeT, YTO HEKOTOpble CTpaHbl 3aHMMalT NUAMpyloWMe No3vuMu AnA BedeHusA
npeanpuHMMaTenbCkon aeATenbHocTU (AcTonuA, Mpy3una u Yexua); apyrue ctpaHbl (MongoBa v YKpanHa) HaxoaAaTcA B U
NPOTMBOMONOXHBIX YCNOBUAX. BbINo AokasaHo, 4To Lenecoobpa3Ho NCNoNb30BaTh MEXAYHAPOAHbIE PENTUHIN ANA NIMKBUAALMN
WH(OPMALMOHHON aCUMMETPUMN N OLIEHKN 3KOHOMUKM MO Pa3nn4YHbIM acnekTam.

KniouyeBble cnoBa: 6U3HEC; SKOHOMUYECKUE YCNOBUA; PENTUHIOBbIE METOAMKMW; PEATUHI CTpaHbl; MOCTCOLMAanUCTUYECKne
CTpaHbl.
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1. Introduction. The existing business development, the le-
vel of international economic competitiveness and the invest-
ment attractiveness play a pivotal role in economic development.
This is the reason why there are different types of rankings and
indices compiled by global international institutions covering va-
rious aspects of economic, political and socio-cultural conditions
to provide objective results of financial sustainability and feasibi-
lity of each country. A range of available ranking resources helps
to estimate possible risks and profit values by assessing the level
of government interference and business environment.

It is also important to emphasise that these indicators are
essential not only for businessmen, private investors and finan-
cial funds, but also for governmental institutions as an informa-
tion tool for identification of factors which negatively influence a
single country’s economic growth and its sustainability.

Nowadays, post-socialist countries can be differentiated
by their types of economy classified as advanced, developing,
emerging, etc. However, having almost equal conditions during
the change of the political system due to the collapse of socialism,
by creating the new opportunities for doing business and conduc-
ting market reforms, these countries used their potential in diffe-
rent ways if we take EU member states and EU associated coun-
tries as examples. Thus, it is reasonable to conduct a comparative
analysis of the characteristic features of their business develop-
ment for further research to detect their prospects and constraints.

2. Brief Literature Review. The issues of proper condi-
tions for business development are widely studied by domes-
tic and foreign scholars. According to Michael E. Porter (Porter,
2012) «only business can create prosperity» [1]. The problems
related to entrepreneurial development in socialist and post-
socialist countries are described in the work of J. Nikula and
I. Tchalakov (2013) who expressed the idea considering the
need of marketisation, liberalisation and privatisation to create
optimal economic structures via boosting entrepreneurship [2].

A crucial role in creating entrepreneurial society, including
a «detailed analysis of what really succeeded in the market-
place in the last couple of years and what has chances for fur-
ther development in future», is justified in the study of S. Kwiat-
kowski (2002) [3]. In addition, some specific recommendations
for focusing on slower rather than quicker growth in post-so-
cialist countries are also given by him.

J. Tomkiewicz (2003) declared in his works that a «<high le-
vel of accumulation in socialist economies, capital production
was not able to deliver level and structure of production which
was demanded in market oriented economy, production capital
in post socialist countries did not fit market system» [4].

In the works by Oncioiu lonica (2012), the presence of re-
cursive relationships between transformation economy and en-
trepreneur development and the essence of SME’s develop-
ment for shifting business environment are revealed [5, 176].

3. The purpose of this article is to analyse the positions of
some post-socialist countries in different ranking systems by
using different indicators for identification advantages and dis-
advantages of every rate methodology and their index contents
and the level of business development of each of the analysed
countries, which include economies of the Czech Republic, Po-
land, Latvia, Lithuania, the Slovak Republic, Hungary, Estonia,
Bulgaria, Moldova, Georgia and Ukraine.

4. Results. The most widely used and popular methodolo-
gy for estimating ease of doing business among 190 countries
in the world is «Doing Business» report which can be consi-
dered as an informational tool for the analysis and observation
of data provided by the World Bank [6].

The above-mentioned rating estimates the level of auspi-
ciousness of conditions for small and medium-sized enterpri-
ses activities and different types of legislative and other regula-
tive procedures, which are required to start and carry out busi-
ness activities. It is reasonable to explore the trend rankings of
the analysed countries in dynamics (Figure 1).

The rank mentioned in Figure 1 represents the integrated in-
dicator which consists of 10 sub-indicators in different categories
which are important for entrepreneurial activity. The meaning of
rank which is the closest to the «top» position (1% rank in the list)
shows better conditions for doing business than ranks which are
to close to 190" rank on the list. According to Figure 1, a drastic
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gap between Ukraine and other countries can be observed, es-
pecially in 2012, which proves a set of complicated procedures
for doing business in Ukraine. However, this trend shows a posi-
tive momentum reducing strong discontinuity.

As for other countries, the next lowest indicators are shown
by Moldova, whose indices also reduced the existing gap.

The best results are shown by Georgia in the period of
2012-2015, which demonstrated such a trend being a repre-
sentative of the top 20 countries. Nevertheless, in 2016 the si-
tuation changed and Estonia became the leader among the
analysed post-socialist countries and exposed a 20-point rating.

A group of countries, such as Estonia, Lithuania, Latvia,
which are EU member states, and Georgia (EU associated
country) have ranks within a range from 20 to 30 points. Other
countries such as Poland, the Slovak Republic, the Czech Re-
public, Hungary and Bulgaria have ratings in the range from 30
to 65, which proves satisfactory conditions for doing business.

It is expedient to make a linear forecast using the level of
approximation validity which evaluates the reliability of the fore-
cast for the leader and the outsider country. As is observed, the
meanings of the level of approximation are too close to 1, which
proves a high degree of robustness of the analysed process.

To better understand the essence of this methodology, it is
required to analyse the sub-indices of this methodology, which
have a great impact on business development. Table 1 repre-
sents the results of the mentioned analysis.

Table 1 reveals a direct dependence of the integrated indi-
cator on its sub-indices and shows that every sub-indicator has
a set of evaluation criteria, the majority of which include the
number of procedures, their cost, duration and other features.

To assess the leader and the outsider scores, exemplified
Estonia and Ukraine respectively, some specific parameters are
to be compared. A huge difference between these countries can
be observed in the segments of paying taxes measured in hours
(84 hours per year for Estonia and 355.5 for Ukraine respective-
ly) and the total tax rate (48.7% and 51.9% for these countries).

Trading across borders has an enormous gap between Es-
tonia and Ukraine (17 and 110 points for Estonia and Ukraine
respectively) as figures for practically all positions are high for
Ukraine, especially when they are connected with the duration
and cost of export/import operations.

Fig. 1: «Doing business» ranks for post-socialist countries
in the period of 2012-2016
Source: Compiled by the authors based on [7-11]
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For successful business development, it is also es-
sential to estimate the level of economy attractiveness
as a complex combination of economic, political and
socio-cultural conditions which are fully considered
in the following evaluating methodology. BDO Inter-
national Business Compass (IBC) allows investors to
estimate locations according to their aims among 174
countries. BDO IBC overall rate for the analysed coun-
tries is represented below (Figure 2).

BDO IBC rates show that the majority of countries
demonstrate the average score within the range of 20
to 60 with minor fluctuations. The best rates during all
the analysed period are submitted by the Czech Re-
public. The forecast for this country has a level of ap-
proximation validity which equals 36%, which shows
that the degree of reliability is lower than the average.

Ukraine posed a sharp decline in its position and
the level of losing its attractiveness which amounted
41 points due to worsening in all categories (Figure 3).

To estimate possible conditions for such evaluation,
it is essential to study the main parts of the methodo-
logy, the contents of which are economic, political and
socio-cultural conditions (Figure 3).

As it can be seen from Figure 3, Ukraine showed
the lowest results by all indicators, especially by politi-
cal ones, which are mostly connected with the current
political crisis and the ongoing war. For a detailed ana-
lysis of each type of conditions, it is feasible to describe

their main components (Table 2).

Macroeconomic factors at the national level are
taken into account through calculating the mentioned

Fig. 2: BDO IBC for post-socialist countries in the period of 2012-2016
Source: Compiled by the authors based on [12]

Tab. 1: Analysis of sub-indices by «Doing Business» (DB) in 2016 for some post-socialist countries

Czech Slovak

Republic | Poland | Estonia | Republic | Hungary | Moldova | Ukraine |Latvia| Lithuania | Bulgaria | Georgia
DB 2016 36 25 16 29 42 52 83 22 20 38 24
Starting a business 88 102 11 64 71 38 24 20 28 72 10
Procedure (number) 8 4 3 6 6 5 4 4 4 6 3
Time (days) 9 37 3.5 11.5 7 6 5| 5.5 5.5 23 3
Cost (% of income per capita) 5.7] 12.1 1.2 1.2 7.1 6.2 0.5] 1.5 0.6 1.3 2.4
Paid-in min capital (% of income) 0 10.9 16.4 17.8 45.5 0 0 0 20.3 0 0
Registering property 31 36 4 5 28 20 62 23 2 59 3
Procedures (number) 4 6 3 3 4 5 7 4 3 8 1
Time (days) 28 33] 175 16.5 17.5 5.5 23] 16.5 3.5 11 1
Cost (% of property value) 4 0.3 0.5 0 5 0.9 1.9 2 0.8 2.9 0
Quality of the land administration index (0-30) 25 19.5 27.5 26.5 26 22 15.5 22 28.5 19 21.5
Getting credit 29 19 29 42 19 29 19 19 29 29 7
Strength of legal rights index (0-12) 7 7 7 7 10 8 8 9 6 9 9
Depth of credit information index (0-8) 7 8 7 6 5 6 7 8 8 5 8
Credit registry coverage (% of adults) 6.8 0 0 3.1 0 0 0| 84.9 37.8 66.9 0
Credit bureau (% of adults) 79.2 92.5 35.1 76.4 89.8 11.4 40| 63.2 84.2 0 88.6
Protecting minority investors 51 40 51 85 78 40 101 40 48 10 22
Strength of min investor protection index (0-10) 6 6.3 6 5.3 5.5 6.3 5.7 6.3 6.2 7.3 7.7
Extent of conflict of interest regulation index (0-10) 5.3 6 5.7 4.7 4 6.3 4.7 5.7 6 6.7 7.7
Extent of shareholder governance index (0-10) 6.7 6.7 6.3 6 7 6.3 6.7 7 6.3 8 7.7
Paying taxes 53 44 19 58 79 55 83 16 29 85 35
Payments (number per year) 8 7 8 8 11 10 5 7 11 14 5
Time (hours per year) 234 271 84 192 277 181 | 355.5|168.5 171 453 270
Total tax rate (% of profit) 50 40.4 48.7 51.6 46.5 40.4 51.9| 35.9 42.7 27 16.4
Postfiling index (0-100) 94.3 92.2 98.6 89.9 75.8 91.4 79.3] 98.1 97.6 73.3 87.2
Trading across borders 1 1 17 1 1 34 110 25 19 21 62
Time to export: border compliance (hours) 0 0 2 0 0 3 26 24 9 4 14
Cost to export: border compliance (USD) 0 0 0 0 0 76 75| 150 58 55 383
Time to export: documentary compliance (hours) 1 1 1 1 1 48 96 2 3 2 2
Cost to export: documentary compliance (USD) 0 0 0 0 0 44 292 35 28 52 35
Time to import: border compliance (hours) 0 0 0 0 0 4 72 0 0 1 15
Cost to import: border compliance (USD) 0 0 0 0 0 83 100 0 0 0 396
Time to import: documentary compliance (hours) 1 1 1 1 1 2 168 1 1 1 2
Cost to import: documentary compliance (USD) 0 0 0 0 0 41 212 0 0 0 189
Enforcing contracts 67 56 11 81 13 70 93 23 5 49 17
Time (days) 611 685 425 705 395 585 378 | 469 370 564 285
Cost (% of claim) 33 19.4 21.9 30 15 28.6 46.3| 23.1 23.6 23.8 29.9
Quality of juridical processes index (0-18) 10.5 10.5 13.5 10.5 12 9.5 9| 12.5 14.5 10.5 12
Resolving insolvency 22 33 41 34 63 58 148 43 68 47 101
Recovery rate (cents on dollar) 66.5 60.6 40.3 55.6 43 28.1 7.5] 49.1 45 34.9 39.5
Time (years) 2.1 3 3 4 2 2.8 29| 1.5 2.3 3.3 2
Cost (% of estate) 17 15 9 18 14.5 15 42 10 10 9 10
Outcome (0 as piecemeal sale and 1 as going concern) 1 1 0 1 0 0 0 0 0 0 0
Strength of insolvency framework index (0-16) 13 14 14 13 9 12 7.5 12 8 13 6

Source: Compiled by the authors based on [7-11]
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BDO IBC indicator. According to the figures from Table 2,
Ukraine has a significant drop almost by all indicators and
some political indices have the negative values, which proves
a negative trend in economic development.

The Czech Republic has all indicators in proper values,
which allows it to take a leading position among the analysed
countries. In general, the positions of post-socialist countries,
currently being the EU member states on the international
scale can be characterised as strong, which is why such coun-
tries as Ukraine and Moldova should integrate the relevant ex-
perience of the successful countries.

Along with advantages such as the available big databa-
ses, different categories of parameters, a possibility to over-
view risks and market potential, an opportunity to make clear
comparisons, there are some disadvantages of the mentioned
methodologies.

According to doing business, procedures such as busi-
ness liquidation or ease of obtaining licences for business ac-
tivity, the corruption level indicator are not considered in the
methodology. The disadvantages also include the conside-
ration of only the main country business centre where repre-
sentative enterprises perform their activities and have a big
time lag, i.e. «t-2», which is why the estimations might be un-
reliable.

Regarding the BDO IBC index, the availability of financial
and loan instruments for business is not evaluated at all, thus
this methodology does not reflect the full level of economic at-
tractiveness.

5. Conclusions. International ratings should be examined
as a way to eliminate information asymmetries and to conduct
economic evaluation by different aspects, which could be use-
ful for investors, financial and governmental institutions and
other market participants.

WORLD ECONOMY AND INTERNATIONAL ECONOMIC RELATIONS

Fig. 3: Comparative analysis of BDO IBC contents in 2016
Source: Compiled by the authors based on [12]

To complete an evaluation of a certain economy or make some
comparisons, it is advisable to use different ranking systems such
as Doing Business, BDO IBC, Global Competitive index. Informa-
tion agency indices provided by Euromoney, Economist, Forbes
and others, Corruption index and indicators provided by other fi-
nancial and auditing institutions. In further research, considerable
attention will be paid to selection advantages and disadvantages
of methodologies which are not presented in this work.

Tab. 2: The parameters of BDO IBC in 2016 for analysed countries

Czech Slovak

Republic Poland Estonia Republic | Hungary | Moldova | Ukraine Latvia Lithuania | Bulgaria | Georgia
Economic conditions 60.71 58.91 61.26 59.04 57.83 51.12 47.99 60.14 59.24 57.61 53.7
Per capita income 30,046.71|25,247.21|27,879.72|28,288.81|25,019.03 |4,997.59 |8,680.83| 23,793.48 [27,258.88 (17,925.79| 9,209.1
Gross National Debt (% of GDP) 42.62 50.13 10.38 53.58 76.97 31.51 71.21 37.78 40.89 26.9 34.83
FDI inflaws per capita 685.98 327.58| 1,201.25 310.48 176.13 83.32| 119.24 478.92 269.21 248.77| 201.01
Inflation (%) 0.35 -0.03 0.5 -0.1 -0.24 5.06 12.1 0.7 0.24 -1.6 3.07
Business Freedom 68.2 67.3 81.5 69.6 74.5 66.8 59.3 82.1 84.9 68.5 88.6
Infrastructure 3.49 3.49 3.35 3.25 3.46 2.65 2.98 3.4 3.18 3.16 2.51
Tax burden on company profits (%) 50.1 40.2 54.5 50.1 50.7 34.3 33.54 36.1 43.3 27.4 16.2
Actual market potential 44.54| 38.88] 34.65| 46.92| 40.12| 32.72| 33.54 34.7|  36.46| 33.88] 27.64
(standardized measure)
Politico-legal conditions 79.36 77 86.81 75.47 72.94 53.57 35.66 78.13 78.98 63.52 71.1
Political stability 0.97 0.87 0.76 1.02 0.7 0.1 -1.93 0.55 0.78 0.08 -0.23
Regulatory quality 1.02 1.06 1.67 0.9 0.77 0.02 -0.63 1.17 1.2 0.57 0.93
Rule of Law 1.14 0.82 1.16 0.47 0.5 -0.27 -0.79 0.87 0.91 -0.14 -0.02
Control of corruption 0.32 0.59 1.27 0.12 0.13 -0.85 -1 0.34 0.48 -0.28 0.74
Free trade 88 88 88 88 88 79.8 85.8 88 88 88 8.6
Investment freedom 80 70 90 80 75 50 15 85 80 65 .80
Socio-cultural conditions 62.01 54.59 55.27 52.3 54.5 46.5 46.95 49.72 50.12 50.51 52.03
Average Population Growth Rate 0.13 -0.08 -0.32 0.12 -0.32 -0.05 -0.3 -1.47 -1.53 -0.6 0.42
Unemployment Rate (%) 6.2 9.2 7.7 13.3 7.8 3.4 7.7 10 11.3 11.6 13.4
Per capita Consumer spending in 6,942.84 6,645.1| 6,123.41| 7,872.29| 5,667.46 985.6(1,767.18| 5,702.16| 6,237.57| 3,460.74|1,466.95
private households
Life expectancy at birth 78.6 77.4 76.8 76.3 75.2 71.6 71 74.2 73.3 74.2 74.9
Average school-based learning 12.32 11.82 12.48 12.23 11.64 11.19 11.34 11.48 12.38 10.57 12.11
Labour Freedom 82.9 60.4 58.7 56.5 67.7 40.6 48.2 61.5 62 76.6 79.9

Source: Compiled by the authors based on [12]
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