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MARKET MECHANISMS OF SOCIAL SERVICES: PROBLEMS AND PROSPECTS

Anomauia. Cmamms npucesuena o0rpyHmMyeaHHI0 HANPIMKie ma ghopm enaugy 0epiucasu Ha po38UMoK pUHKOBUX
3acad HAOaHHA coyianvHux nocaye 8 Yxpaiui. 3a3Hauaemocs, w0 CKOPOUeHHs MOdNCAUBOCIell depycasu uwo0o Qinarn-
CYBAHHSA 2any3ell COYianbHoI IHGBpacmpyKmypu npuseeno K 00 3HUNICeHHs 00cseie | AKocmi Ha0aHHs nocaye, mak i 0o
3HAYHOR0 IX 3amiuieHHs naamuumu gopmamu Hadanus nocaye. Ha ocrosi nposedenoeo ananizy eioznauacmocs obme-
JceHicmv modeni npocmoi ainitiHoi peepecii. [1o6y0oeano modens 3any4eHHs HA PUHOK COUIAAbHUX NOCAY2 NIONPUEMCME
NPUBAMHO20 CEKMOPY Hepe3 YRPOBAONCEHHS MEXAHIZMIG 0epIHCABHO20 CIMUMYAIOBAHHS NIONPUEMHUUBKOT AKMUGHOCI.

Karouoei caosa: ciepa nocaye, coyianvhi nocayeu, nionpuemcmea, 6rodxcemue QiHaHCy8aHHs, depiicashe pe-
2YAI0BAHHA.

Summary. The paper is devoted to substantiation of directions and forms of state influence on the development of
market principles of social services in Ukraine. It is noted that the reduction in opportunities of the State to finance the
social infrastructure sectors has led to reduction in the volume and quality of services, and a significant substitution of
paid forms of service provision. Based on the analysis, the limitation of simple linear regression model has been noted.
The model of attracting private sector to the market social services via introduction of mechanisms of stimulation of

entrepreneurial activity has been constructed.

Key words: service sector, social services, enterprises, financing, government regulation.

Introduction. At the present stage of economic
development the state cannot guarantee a free provi-
sion of required list and quality of social services. The
system of social services must promptly and adequate-
ly respond to demands and changes of people’s needs
to be able to ensure the overcoming of social risks. It
requires new approaches, diversification of resources
and expansion of the range of service providers.

The purpose of creation of the managed market of
social services in Ukraine is to improve the quality of so-
cial services and provide a range of services according to
the needs of consumers. The private sector plays a spe-
cial role in this process. Its development will expand the
regional network of social service organizations, improve
their facilities and increase the provision of population
by social services in conditions of rational use of local
budgets. Functioning of non-governmental organiza-
tions will increase the possibility of implementation of
the constitutional rights of citizens to benefit from social
welfare services as freely as, for example, health care and
educational services, regardless of their residence.

Topical issues. Nowadays it is quite obvious that the
risks and threats that arise from the social destabiliza-
tion cannot be mitigated without increasing the values
of the social development. At the same time the solution
of the social problems cannot be separated from eco-
nomic functioning of the social infrastructure sectors.
From the perspective of improvement of the economic
mechanism it is necessary to clearly define the priori-
ties, goals and objectives for different functional levels
of social infrastructure considering the specific socio-
economic conditions, internal and external factors
affecting their activities. The complex of imperatives

should be systemic in nature that defines and provides
an effective interaction between some constituents.

The increasing role of private sector, a wide practice
of receiving payments for social services in public sector
make the problem of market research of socially impor-
tant services and the peculiarities of its operation actual.

Objective of the article is to study the ways and
forms of state influence on the development of infra-
structure of the social services in Ukraine.

Reviewing the literature.

The problem of ensuring the social service stan-
dards and their role in the reproduction of human
capital is considered by A. Grishnova, A. Kolota,
E. Libanova, O. Makarova, V. Novikov, V. Sarioglo,
L. Cherenko [1-4].

Analyzing the recent publications on various as-
pects of solving the problem of social services we can
identify the following points.

O. Makarova rightly considers, that an excessive
centralization and tendency to institutionalization;
closed system and the lack of information; monopo-
lism are the characteristic features of the existing sys-
tem of social services. In addition most types of assis-
tance are provided, based on the formal characteristics
rather than real misery without a clear orientation on
eliminating the causes of problems that have arisen;
inconsistent forms of social support provided by vari-
ous departments. The author believes that the basic
principles of social services should be: the conformity
of services to real misery and orientation on the way
out of a difficult situation. In this regard, it is necessary
to solve a number of methodological problems: defini-
tion of objectives of service (depending on the initial
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state and the characteristics of the client); formation
of individual programs of work with the client; evalua-
tion of the effectiveness of services; ensuring the whole
process of the formation and implementation with
qualitative and reliable information [5, p. 11].

1. Bereznyak, based on the analysis of foreign ex-
perience of becoming social entrepreneurship notes that
the current social enterprises in Ukraine are very different
from their foreign counterparts because their activity is
much more nuanced. Almost each of them has a fund or
some grants, because to start a business you need a start-
up capital. A social enterprise must be profitable and
competitive. However, it does not mean that the social
enterprise should operate in the market in equal condi-
tions with commercial enterprises. The social enterprise
should be provided by the state support, which will en-
sure the system preconditions for the development of the
social enterprise sector in Ukraine [6, p. 35].

In the research process of the nature and impor-
tance of public pricing policy O. Pokatayeva shows its
social orientation and positive impact on improve-
ments in the domestic market. Successfully developed
pricing policy is the key to reducing inflation and
further market growth. The critical state of the socio-
economic development of Ukraine and its regions
requires timely and objective price information for
socially-oriented products and services. The author
also notes that in current conditions successful pricing
is impossible without state regulation and control over
the prices observance [7, p. 101].

Topical issues. Updating the problems of social
services is due to the significant aging of the popula-
tion of Ukraine, especially women. Only for the last
fifteen years, the proportion of women aged over 65
years has increased from 17,5 % to 18,9 %, men —
from 10,1 % to 10,9 %. This led to increased demand
for social services to meet the needs of older people.

During this time there was a growing number of
disabled people (over 200 thousand people), which
was also accompanied by an increasing demand for the
appropriate services. Providing social services almost
always involves redistribution between households.
These programs are funded either through tax revenue
or from social contributions, which leads to redistribu-
tion of resources among different population groups.

To perform its functions the state uses all available
resources, including financial and economic. Making
redistribution of gross domestic product through the
budget, on the one hand, the government seeks to im-
plement its social policy by ensuring an adequate level
and access to services, on the other hand — to ensure
sustainable economic growth.

The main legislative act that regulates the func-
tioning of the system of social services is the Law of
Ukraine «On Social Services» [8]. The social services
mean a set of measures to assist persons, the certain
social groups who are in difficult life circumstances
and are not able to overcome them, to solve their life

problems. The main forms of social services are finan-
cial assistance (provided in the form of cash or in-kind
assistance) and social services. There are different
types of social services: social and living; psychologi-
cal; social and educational; social and health; socio-
economic; legal; employment services; information
and other social services.

Social services have their own peculiarity, which
consists in considerable differentiation and exception-
al customer orientation. The market of social services
is characterized by a wide variation in prices for the
same product lines, as well as a significant diversity of
its agents in case of absolute domination of state in-
stitutions. Based on the foundations of institutional
theory we can say that the prevalence of mandatory
rules; dynamics; the ratio of income and expenses as
a result of a particular transaction; compliance with
long-term interests of participants; transparency of
the agents’ actions are important criteria to assess the
effectiveness of functional relationships of this specific
market. Reducing possibilities of the state concerning
financing of the social infrastructure sectors during the
market reforms resulted firstly in decline in the volume
and quality of service and secondly in replacement of
financial deficit of budget institutions by paid forms of
service provision. Due to changes in the political and
economic situation in the social infrastructure a no-
ticeable sector of private institutions has been formed.
The services of these institutions are determined by
market prices. In general, the non-government sec-
tor organizations play an increasingly important role
in modern society, acting as agents which provide the
basic social services at the level of public sector institu-
tions. Moreover, promoting competition in this mar-
ket, they contribute to productivity and the quality of
the appropriate services, the introduction of new, in-
novative approaches to their provision. The non-go-
vernment sector organizations are actively included in
the distribution of social resources by providing ser-
vices in the areas of education, health, culture, sports,
recreation, environmental protection and so on. Re-
distributive role of the sector is also implemented
providing free or virtually free services for vulnerable
groups. The field of social services can no longer be a
state monopoly, developing extensive way. Like other
social sectors, it should ensure compliance with mar-
ket realities in view of the fact that Ukraine is moving
towards economic liberalization. Currently, there is an
urgent problem of transition from maintenance of so-
cial institutions which provide state guarantees for the
citizens to obtain free services to payment for actual
services provided, which will be determined by the de-
mand for a particular kind of service.

Research of elasticity of demand, including ser-
vices, depending on the development and state of the
economy is quite popular in Western Europe [9]. In
our country, such studies are almost not carried out.
In particular, we can only highlight the results of the
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analysis conducted by the scientists from the Institute
of Demography and Social Studies of Ukraine [10].
The main task was to predict the average growth rate
of volume of realization of paid services for education
and health care. The volume of realization of services
was estimated by simple linear regression model:

y=b,+btte,. (D

To find the average growth rate of volume of reali-
zation of services, the relationship between realization
volume in ¢ and in the base year is used:

y1:b0+b1+er’ (2)
¥, = y,exp(gh), (3)

where y, — the volume of realization of services in the
base year;

y,— realization of services in 7 year;

g — growth rate of realization of services.

After logarithm we get:

Iny = Iny, + gt. )
Using substitution of variables
a,=lIny;a =g
We get the log-linear model of demand for services:
Iny =a,+at+el ®)

This predictive model shows that demand for paid
services will surpass budget for social services. The
above gives grounds to believe that the system of paid
services to the population in budget areas of the social
infrastructure, which is formed in Ukraine, is an ob-
jective phenomenon and requires the researchers and
practitioners to focus on the problems of regulation of
these processes to make the necessary changes in the
management structure not only in social sectors, but also
in some health care, educational and other institutions.

This model has a limited area not only because
of the use of simple linear regression, but based on the
monopolization of social service system by state struc-
tures. Change of situation is possible on condition the
market attracts social services of non-state sector via
the introduction of mechanisms of state stimulation of
entrepreneurial activity. The basis of the appropriate
model can be based on the method of constructing ex-
change mechanisms for solving stimulation problems
in case of incomplete center awareness on the para-
meters of the organizational system [11].

In this model the center of social services is the
state (d), the object of management is an enterprise
(p), the volume of services performed is (v). Utility
function of the state of the exchange is:

/:I(xp, x)=rix, — x; (6)

thus the enterprise utility function can be represented
the following way:

v

f,,(x,,,xv)=xp—%- )

The enterprise resource transfer is the payment from
the government for providing enterprise services, and
transfer of state resources — the volume of these services.

The task of the state is to produce a kind of ex-
change mechanism that can maximize the expected
utility of exchange, i. e.:

B, (n(s)) > max, ®)

provided that the type of the enterprise is unknown
for the state, and it is only known that it is uni-

formly distributed on the set Z” =| r’

The state offers enterprise an exchange mechanism
of remuneration for the results of the work, where the
number of services provided and fees depend on the en-
terprise’s report (s) assessment of its type. The exchange
mechanism proposed by the state is an open control
mechanism (it must use the procedure of planning
which maximizes objective function of each enterprise).

As a result, for this model it is necessary and suf-
ficient the exchange mechanism to meet the following
requirements:

2
%o () - X0 ) ©)
ror
x, (r)ox
_5O <o, 10
P (r) (10)
o
v.ez, D=0, Zogzo. (1)
oS os

The latter condition determines the fundamental
property of the exchange mechanism — the better re-
commendations the enterprise has the greater amount
of services it will be given for a larger payment.

If the exchange mechanism satisfies the condi-
tions (8)—(11), the profit from the exchange (utility
function) v p(r) = f,p(x p(r), x,v(r), r)can be expressed
the following way:

v1(r)= J. W min' p)'r= |[(x¢v|I(1:)I|T 2)/ < Z)Hdr .(12)

Having analyzed the last expression, we conclu-
ded that to build an exchange mechanism which will
maximize the expected profit of the state, it is neces-
sary to solve the following problem:

Ef,d(n(s))= [ ,(r, min" p)' (r, max p)=
[[(ﬁdxw(r))]] ~(x, "2/ 2r = [ ,(,min p)'r =
ﬂ(xiv[[(r)]]T 2) /(2" 2)aner - maxﬂ ,

0<x,(r)<Y,, 0<x,(r)<Y,,

Y — budgetary constraints of the state; Yp — the maxi-
mum amount of services that can be fulfilled by the
enterprise (or the maximum amount of service that is
required by the state).

As follows from the analysis of the constructed
model, if reccommendation characteristics of the enter-
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prise are improved, the specific price of provided ser-
vices is decreased. This means that the most effective
means of regulation of social services can be the social
order, which should be implemented by engaging enti-
ties on a contractual basis. The main characteristics of
the social order are: the provision of the certain social
services according to the task developed by the pub-
lic institution; selection of executors on a competitive
basis; determining the value of services based on the
results of the competition; control over the fulfillment
of technical specifications; monitoring and assessment
of the social order. In this case, the state order will be
one of the mechanisms for allocation of budget funds
(in addition to budget financing of budget institutions)
for implementation of targeted programs. At the same
time there are circumstances that complicate the for-
mation of the social services market. Gaps in the regula-
tory framework and quantitative methods of calculation
standards in social services do not allow an adequate
control over the private organizations and businesses
involved in the provision of social services. Thus, the
State Statistics Service of Ukraine collects and pub-
lishes data only for the certain categories of recipients
and the types of institutions. Therefore an official in-
formation database allows us to analyze only the main
categories of people who can receive social services and
basic types of public facilities where these services are
provided. But it is impossible to estimate the cost of the
certain services and the relevant trends in this area and
therefore — the total cost of social services in Ukraine.

The practice of social security implementation
shows that they are designed to meet the minimum
requirements and maintenance of physical existence.
This is the essence of social security, as provision of
social security — is not a complete but minimum satis-
faction of basic needs, i. e. the lower limit, after which
implementation of basic functions and individual ex-
istence is impossible. E. Libanova rightly considers
that two different approaches concerning social secu-
rity can be introduced. The first approach is to develop
a social standard that has no relation to the minimum.
This social standard would determine the levels of its
support and phasing to achieve it. This is practically
what we have today for a living wage and basic mini-
mum state guarantees, minimum pensions, minimum
wage and so on. The second approach is to determine
the system of the social standards for different groups.
Thus the social standard should have accessibility.
There should be not only the result but also the op-
portunity to get the service [12].

Since the Ukrainian public consciousness, espe-
cially the older generation still has a quite strong attrac-
tion to the paternalistic state, the one of the most effec-
tive types of response to this social request is to organize
the provision of social services to non-state institutions
and stimulation of their social responsibility.

Conclusions. The system of social services should
be based on effective economic, organizational and

functional mechanisms, which are based on public-
private interaction. For the development of entre-
preneurship in social services, it is advisable to take
a number of measures that should include: changing
the system of payment for social services (including
implementation mechanisms of state stimulation of
enterprises which provide them); introduction of con-
tract principle in the processes of social support. Crea-
tion of effective social services market in Ukraine will
significantly improve the quality of social services and
provide a wide range of services that meet the needs of
the most vulnerable people.

For practice of budget funding for social services
it is necessary to extend conceptual apparatus and on
this basis to improve the practical function of the in-
stitutional financial mechanisms of social infrastruc-
ture. The definition of the essence of the notion pub-
lic service is of great importance for the formation of
budget tasks. Funded services should be funded within
the state order on the basis of agreements between the
customer and the enterprise or organization that pro-
vides these services. Under the contract the employer
must pay the educational, medical, social and cultural
services. Under the municipal contract the customer
and the consumer services should be separated. Custo-
mer should be the manager of budgetary funds, which
serves as the subject of budget planning and consumer
is the person to whom services are provided.

The main priorities of the measures of national
policy in this area are: change of the principle of social
services funding, that is the transition from financing
institutions to financing of particular social services;
the marketing needs for social services; organization
of effective control of social services; implementation
of mechanism of social order, as the local budgets in
Ukraine, as a rule, are financially constrained, so it can
be an effective and efficient way of funding of social
services; implementation of quality standards of social
services, which should include the minimum technical
and procedural requirements for the provision of social
services; inclusion of enterprises and organizations of
private sector into the system of social services.

Based on the fact that demographic changes have
had a significant influence on the formation of needs
for social services and other measures of social sup-
port, it is necessary to develop the methods for deter-
mining their value, without which it is impossible to
efficiently redirect financial flows within budget and
extra-budgetary funds.
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