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\Wages create the aggregate demand of the population, since the larger part of { ordopmaruposano:

aHrnuickuii (CLLA)
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earnings is used for current consumption. Insufficient demand in the domestic market
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leads to a reduction in the rates of economic growth, and increased deficit of the [ ordbopmaruposano:
) \\‘ "[ OTdhopMaTHpoBaHo:
Pension Fund. \fO'rcbopMa'ruposano:
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Existing wages (in_conditions of constant growth_of tariffs, other types of (orbopmamuposano:

aHrnuiicknin (CLLIA)
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services, the cost of food, more than three times the devaluation of hryvnia and

double-digit inflation) does not correspond even to a simple restoration of human

capital, does not satisfy the basic, vital needs of the working population. \Wages in { ordopmaruposaro:

aHrnuickuii (CLLA)

Ukraine are among, the lowest in the world. Therefore, there was a need for a [ Ordopmaruposano:

aHrnuickuii (CLLA)

comprehensive study of the socio-economic category wages in order to identify j//[owopmaruposauo:
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activities to address shortcomings and develop new competitive policies in that area. _\**{qu,opMamposa..o:

aHrnuickuii (CLLIA)

[ OTcdopMaTMpoBaHo:

aHrnuiickunin (CLLIA)

The analysis of the problems of remuneration will make it possible to_identify the
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income between labor and capital that have been accumulated for years. _{ovdopmarnposaro: anrnuiicuuit (CIUA)
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Review of recent studies and publications: The issues of wages have been { ordopmaruposano: Wpndr: He nonyxupHi ]
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studied by many domestic and foreign scholars, among them: Kir'ian, V. Koval'ov, A. \{ow(,pmmpomo: TR SE—— )
Kolot, T. Kostyshyna, Yu. Kulikov, H. Kucher, V. Lahutin, E. Libanova, Yu.
Spasenko, Yu. Kharazishvili, S. Tsymbaliuk, T. Piketty, M. Volhin, R. Yakovlevand { ordopmaruposaro: Wipusr: He nonyxprui )
others.
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decent wages on social and economic stabilization.
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According to the International Labor Organization (1LO), decent work involves« { ordopmaruposano: anrmiiciuii (CLuA) )
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HpaieoroTHx-—Fa-ixcontampHoirerparizDecent work should begin, continue and
be completed, as a process, with decent pay. Firstly, decent work is the basis and the

reason for decent pay which, in its turn, is the derivative and consequence of the

work. Secondly, decent pay, as an independent category, forms and motivates decent

work, being at the same time the primary cause rather than the consequence of decent

work. Decent wage implies not only its appropriate level in nominal and real terms,

but also proper organization, modern forms and systems, culture and equity of

(including wage funds), accrual, timely payments, and others: [1].




) //{ OTchopMaTMPOBaHO: He BbiAeNeHe LIBETOM ]

give employees the opportunity to provide not only for their own needs, but also the

needs of their families. According to Article 25, paragraphl, of the UN Universal

Declaration of Human Rights dated 10 December 1948 that sets forth that everyone

B //{ OtdopmaTnpoBaHo: LLpudT: 14 nT, aHrnuiickuii (CLLIA) ]

has the right to a standard of living adequate for the health and well-being of himself

and of his family, including food, clothing, housing and medical care and necessary

social services, and the right to security in the event of unemployment, sickness,

disability, widowhood, old age or other lack of livelihood in circumstances beyond

his control.

eyerBeEBEAS a Socio-economic category decent wage, according to its mission,

has to resolve two vital tasks: an expanded reproduction of the workforce and a

constantly renewed motivation to work. These two main functions almost went

haywire, which led to the unfair distribution of the newly created product and socio-

economic destabilization in society.
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According to a survey conducted by the Research Center of the International«
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be a comfort pay. A similar number of Ukrainians wish to earn at least or over UAH
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In _our opinion, decent wages should ensure the following: (1) the ability of
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It is important to identify wage trends based on some of wage indicators (Table / [rébopuaruposano
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Table 1. Dynamics of selected wage indicators in 2010-—2015
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increased 2.2 times, but the real average monthly salary increased only 1.1 times. An—{ ordopmatuposawo: anrmmiiciwit (CLUA) ]
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saiivanol spar.—\Wage indicators remain too low, which negatively affects the { ordopmaruposanos anrnmiiciit (CLuA) )
development of the labor market, contributes to its shadowing, hindering the (ordopmaruposamo: aurnmiicwii (CLUA) )
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piBHEeMeHE—HpOAYKEHBHOST—Hpamk—For instance, the qualifications, occupational

complexity and intensity of nurses, vehicle drivers, masons or plasterers, workers in




other tool occupations in Ukraine, Poland or France can be the same, but Ukrainians

are paid significantly less than their counterparts abroad. Of course, it depends on the

country's economic_development and wealth, however for people whose work is

underestimated by their contribution to the company's profit are not interested in

theoretical postulates. Moreover, the level of wages in Ukraine lags behind that in the

EU countries more than the level of labor productivity.

FHATH—AO—FIAHOFO—€BpoReHerkoro—piBELOW wages has led to another mass

emigration that threatens national security. Currently, according to international

organizations, almost 5.8 million of our citizens constantly work abroad, and the

number of people wishing to emigrate is increasing every year. The key motive for

leaving for job search is a humiliatingly scanty job pay. And since work abroad

implies higher earnings, half of those who leave, agree to any work. Similar

emigration situation has not been since the 1990-es. Our citizens practically run away

from the country, and the youth consider leaving forever [6, pp. 16, 17]. The visa-

free regime will facilitate and accelerate the outflow of not only skilled but also

unskilled workforce. It is only bringing wages closer to a decent European level that

will help to suspend this process.
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HatMarapamBHHkiB{H-e—3H-Ukraine suffers from the obsolete problem of wage
arrears. As of May 1, 2017, the amount of back wages increased to 2.2 billion UAH.

Moreover, 71 percent of this debt is due to economically active enterprises and two

thirds to the industry. The employees of bankrupt and liguidated enterprises are most

vulnerable because of the lack of liguidation assets and the issue of establishing a

guarantee or insurance institution in Ukraine to ensure payment of employees' back

wages in the event of insolvency of the employer has not yet been resolved.

Delay in payment is a specific manifestation of increased exploitation through

the socially irresponsible behavior of employers. By its nature and endpoints, this

phenomenon is an economically destructive, socially dangerous and socially-immoral

demonstration of hyper-exploitation of hired workers [7, p. 31].

xabx—2):Under the influence of increased low wages, the wage fund in 2010-2015

grew slightly faster than the output (Table 2).
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Dono-onaanmunpani-(POH)y 20102015 pexax_Table 2. Wage Fund (WF) in

-
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fell by 6.1 percent. However, due to high inflation rate in 2014-—2016, the citizens'

solvency decreased by 25 percent, and the poverty rate among employees increased

from 20 percent to 52 percent.
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6yB-y2:3 pasa-pram———46-/%- The data in Table 2 show that starting from 2012

there is a tendency towards reducing the share of wages in the gross domestic

product from 27.4,percent to 20.4,percent in 2015, which also indicates an increase in

the level of labor exploitation. It is significant that in 1990 this indicator was 2.3

times higher making 46.7 percent.
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- /{ OtcdopmaTMpoBaHo:

—2017) there has been a tendency for salaries of top managers in Ukraine, especially

foreigners, to increase. In addition, there is a huge difference in earnings of hired

workers and top managers. Thus, with the average salary in the economy of UAH

6,407 (or $245) in January-April 2017, the average fixed income of top managers is

over $7,000 per month (or $85,000 annually). The average total income (including

14



bonuses) makes $115,000. Top managers of such sectors as telecom, finance, real

estate and agriculture and agrochemistry have the highest earnings. Managers in

automotive industry and logistics have the lowest income. In particular, the average

annual _income of managers in the FMCG sector is $121,000; in pharmacy —
$145,000.5; banks — $243,000;; telecom — $345,000; automotive industry — -$
40,000.5. And the salaries of Ukrainian citizens who run the largest companies in

Ukraine are twice as low as those of the managers who were invited from abroad [8].

(ererema-comiabHOT HATPHMIE): | hus, the existing tax rates on personal income tax

do not comply with the principles of social justice. Much greater tax burden falls on

the poorer strata of the population, and the richest are most protected from it.

According to Ptoukha Institute for Demography and Social Studies of the National

Academy of Sciences of Ukraine, wealthy people in this country pay a substantially

smaller share of personal income tax, and the poor, respectively, pay a larger share in

comparison with developed countries. In particular, the upper percentile group (top

1percent) pays in Ukraine about 5 percent of this tax, and in the USA — about 40

percent of the total tax. According to the director of the mentioned above institute,
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Academician E. Libanova, the social policy in Ukraine is not aimed at reducing

inequality — neither because of the primary redistribution of income (the taxation

system), nor through the secondary redistribution of income (the system of social

support).

KemcyperEbE | he major innovation of the 20th century in taxation was the creation

and development of a progressive tax on personal incomes. It should be borne in

mind that this practice, which played a key role in reducing the inequality in the last

century, is facing international tax competition.

SREFFFESAAFHO ST CO B b HOTHCPIRABH-HITH A -B- a0y FHboMy-A Progressive tax is a

key component of adhering to the principles of a welfare state. It played a major role

in the development and transformation of inequality in the 20th century and remains

important for ensuring the viability of a welfare state today and in the future.

BT a

HARTHTAC HHS BOHHOFO—HOARTRY—Ha—Haitd bnbt—eraren—AS early as 1919, Irvin

Fisher, President of the American Economic Association, stated that the growth of

the concentration of wealth is the main economic problem of the state, and the best

solution is the imposition of a large tax on substantial assets.
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Ha-soxe - hismc0ei6—— 4006 —50% a-naiisuuri-saprars— T axation of the

highest incomes at very high rates was the only way to prevent the growth of

excessively high wages. According to expert estimates, the optimal highest tax rate in

developed countries is likely to be over 80 percent [9, p. 518]. In our view, under

globalization, a moderate progressive tax on the highest salaries should be at the rate
of 40 to 50 percent.
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Characteristically, the growth of inequality is the result of an unprecedented increase

[y
~



in inequalities in salaries, especially at the top of the salary hierarchy in large firms.

In 2000—2010, attempts were made in the United States to justify the superfluous

top-manager remuneration (50-100 times higher than the average income) like this: if

there were no such salaries, only the heirs would achieve true welfare, which is also

unfair. Profits in the amount of several million or tens of millions of euros paid to top

managers lead to greater social justice. It is clear that this is a manipulation of public

consciousness. Thus, conditions have been gradually created to establish more bare-

faced inequalities in wages and wealth than in the past. This argumentation is quite

suitable for laying the foundations of even sharper inequalities in the future [9, p.

426]. In our opinion, the inequality in wages is not economically justified, and

inequalities are even immoral, especially in Ukraine, where two-thirds of the

population consider themselves poor.

) //{ OTdopmaTpoBaHo: aHruickuin (CLLA)

It should be noted that the increase in this inequality has made the American - /,f//{ord’wnamposauo: LLpnT: He MOAYXKMPHBIA, He

financial system more fragile for one simple reason - it has led to a stagnation in

the purchasing power of the poorest and middle classes, which only aggravated

the tendency to increase indebtedness of poor households.

Taxation of the highest incomes at adequately high rates is the only way to

prevent the growth of super-high wages.
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Economic growth

Increases in wages depend mainly on the growth rate of the economy. The

main problem is the low growth potential of the Ukrainian economy. The major

factors behind this fundamental problem are: unfavorable investment climate,

reduced demand for skilled labor and the closure of high-tech and processing

enterprises, corrupt public sector, monopolization of the basic sectors, huge debt load,

underdeveloped financial and commodity markets, weak public institutions,

unfavorable demographic situation, critical shadowing of the economy, distortion of

distribution and redistribution of newly created incomes, and others. [10, p. 7]. As a

result, there is a macroeconomic imbalance that with the integrated interaction of the

spread of the shadow economy and resource constraints has been identified as key

| /{O'rtbopma'ruposano: LWpudT: nonyxupHbIi

| /{OﬂbopMaTuposaHo: LLpndT: Kypcns

global risks. For Ukraine, global risks are manifested by socio-economic and socio-

political instability due to the critically low level of standard of living and quality of

life now and its possible preservation in the future.
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3pecrats—yrpHHBHE——10% 12 % Bra—pieSince gaining independence,

Ukraine has undergone three financial and economic crises: transition from the state-

owned planned economy to the market-oriented (1989-—1999) with a cumulative fall
in GDP of 60.7 percent; the 2008-—2009 crisis with a decline in GDP by 15.1 percent
and the crisis of 2013--2015, during which GDP fell by 15.8 percent. According to
the IMF estimates, the level of GDP in 2013 prices will be reached by the end of
2021. According to the IMF forecasts for Ukraine until 2021, the average real GDP

growth for the period 2016--2021 will be only 3.3 percent per year. Similar forecasts

are also presented by the Cabinet of Ministers of Ukraine. It means that the prediction

of economic growth of the national economy, both from the IMF and from the

Ukrainian Government, is likely to be very moderate. According to our calculations,

three times higher rates, of 10 to 12 percent per year, are necessary to bring the wages

closer to the decent level.
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rates of economic growth in developed countries are rather low. Thus, in 1970-—2010,

racteristically, the

>

the average annual growth rate of national income per capita in the eight richest

countries in the world ranged from 1.6 percent to 2.0 percent, and in most economies
from 1.7 to 1.9 percent [9, p. 181].

BYETaHOBACHOFOHHHMI-CBpoHeHe MI-yroAaMIA large public debt holds back
economic development. Therefore, the main macroeconomic objective is to reduce

the share of public external debt in gross domestic product to 71 percent in 2020 from

the anticipated 90 percent in 2017. The priority objective is to ensure sustainable

economic growth in the long run in order to increase social standards and the ability

to pay off debts. This is close to the maximum level of 60 percent laid down in the

European existing agreements.

naiicapapesauBiHi i HaltederrupHinmit MeFoa[9e—551The most appropriate

way to reduce a significant public debt is to introduce a special tax on capital.

Obviously, this is the most transparent, fair and most effective method [9, p. 551].
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servicing the public debt increased from UAH 49 billion in 2014 to almost UAH 100

billion in 2016. Only for servicing the already accumulated public debt at an average

weighted rate of 6 percent, the growth rate of Ukraine's real GDP should not be lower

than 6 percent annually.$

Ha® Another neglected hindrance to the economy is the enormous deficit of the

Pension Fund (PF), which in 2016 reached about UAH 145 billion, or almost 6

percent of GDP. Newly created and attracted resources that should have been

channeled to invest and stimulate the economy are spent on financing the deficit of

the Pension Fund.

The payroll-to-gross-profit ratio

The issue of the distribution of income from production between payroll and

profits, between labor income and income from capital has always been an element of

the acute conflict between social partners at the level of companies, industries and the

economy as a whole.
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AtiasH3 AaHHX a6 Hi 4 AeMOHCTPYC TOHACHHHIO JHHPKCHISI JACTKH OIAaTH  ( OThOPMaTMpOBaNo: sueneHte UseTom )
i -

exemryarami-apamAnalysis of data in Table 4 shows a tendency to reduce the share

of wages in gross value added and the tendency to increase the share of profit. Thus,

the share of wages decreased from 54.3 percent in 2010 to 46.0 percent in 2015 (by

8.3 percent), while gross income and mixed income grew over the same period from

45.4 percent to 53.0 percent (by 7.6 percent). According to the Federation of Trade

Unions of Ukraine, hired workers are underpaid $200 billion annually due to a

reduction in the labor compensation fund. All this further indicates an increase in the

level of labor exploitation. After all, the separation of the owners' income from wages

of hired workers, especially of personnel of higher and highest qualifications and

skills, leads to excessive exploitation of labor, [ ordropmaruposano: anrawiiciuit (CUIA)

Tabamrss4- - //[Orqaopna'ruposauo: LpndT: He NonyXMpPHbINA,
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BblAeNeHne LBETOM
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Table 4. Dynamics of the payroll-to-gross-profit ratio in the structure of gross
value added in 2010-—2015 (%)
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A\

LiBETOM

- Hoxasmmen|ndicators, Reference PeriodPexs [g;?;gnoa Z:posa"m flo nesoy a0, Oreryn: Mepean
2010 2011 2012 2013 2014 2015 \ \\\\ \{0 1 -
Gross value added Basiona 100 100 100 100 100 100 N TopmaTUposano: Lpudr: kypcue
AOAGHA BapTIeTh \ \\[Otd)opMaTuposaHo: LLIpndT: He NoNyXUPHbIN, KypcuB
yromy-rentlncluding J \ ( OTtcdhopMaTMpoBaHo: aHrulickui (CLLA)

Wéggs ('Jf“hllr€d W0r|‘<€|t59+H'l?l-ﬁ N\ [O'rd)opMa'ruposaHo: aHrnuiickuii (CLUA)

)
J
)
|
\\\\\\\ \ I OTtdopmMaTupoBaHo: LLpndT: Kypcus, BbiaeneHne J
J
)
)
)
)
)

APaHi-HalMAHHX HPaHIBHHKIB 54,3 54,4 58,2 56,9 53,2 46,0 \
Gross profit, mixed \[ OTtcdopmMaTpoBaHo: aHrnuiickuin (CLLA)
(5ross promit, mixed

incomeBasopnit-rprbytoi; 45,4 45,3 42,7 42,9 46,8 53,0

upobusrsomMProduction taxes 1,9 1,7 2,1 2,0 1,9 1,9
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Production subsidiesCy6esit;
) : O GHHHTROM -1,6 -1,4 -3,0 -1,8 -1,9 -0,9

! Mixed income 3aiwani-dexeon—is the ye-dexeonincome of the self-employed

B ///{ OTcdhopMaTUPOBaHO: YKPaNHCKUIA

worker containing remuneration for the work performed and income from the
company's capital.

—_—

H i—A fair payroll-to-gross-profit ratio is a very

relevant issue in Ukraine. The size of the salary should be sufficient to fulfill its

fundamental functions, and the amount of profit should be sufficient for the renewal

and development of production. Hence, it is very important to strike a balance of

wisdom. It is appropriate to resolve the question of the payroll-to-gross-profit ratio at

the enterprise level and only on a contractual basis through social partnership, and in

certain instances (in particular, in the case of homogeneous products) — at the level

of subtype or type of economic activity. It is clear that should all of the company's

revenues from the output be directed to wages, and nothing left for profit, then it will

make innovative competitive development of production impossible.

A
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BAiB—KkamFamyHowever, the problem is not only in determining the fair ratio of

wages and profits, but also in increasing value added in general, so as to divide them

between hired employees and company owners. Consequently, the real solution is to

focus not only on how to divide the newly created product, but also on how to

increase resources for the development of human, social, physical and other types of
capital.
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proposals. The policy of cheap labor as a way of exploiting workers and a source of

enrichment of oligarchic clans should go back to the past. The primary task should be

to eliminate the bad status of each working person. Growth of wages, including that

at the expense of the officially neglected shadow part of GDP, will naturally promote

their withdrawal from the shadow, increase household incomes, which in turn will

increase nominal GDP and reduce the deficit of Pension Fund in Ukraine.
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Ha—BHECOKOAOX AN —BeperBH—HaceaempEConsidering the significant difference in
wages, it is an important task to improve taxation on wages. The transition from the

flat scale to the progressive system of individual income tax, the abolition of taxation

on _minimum wages and pensions of working pensioners will make it possible to

redistribute the tax burden on high-income groups of the population.

economic _growth is characterized by instability, its rate remains low. In such

conditions, it is problematic to provide decent wages to hired workers in the near

future; however it is possible, including the use by the state of legal regulatory

activities aimed to increase the share of wages in output to the level of economically

developed countries.
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knowledge that in the very nature of economic growth, built primarily on the laws

and incentives of a market economy, there are no balances and constraints of the pace

of widening the gap in wage inequality, which makes it impossible to achieve

harmony and socio-economic stabilization. The rise and fall of wages and prices,

incomes and wealth creates a situation in which political institutions are formed, new

rules of the game are established, appropriate social and economic policies are

implemented, which eventually leads to social, political and economic

transformations. And those who have a lot of money will never cease to defend their

interests until the last bullet. Therefore, the task of socio-economic stabilization

should be addressed through the redistribution of social responsibility between the

authorized representatives of employers, employees and the state, that is, on the basis

of civilized social dialogue.

- /{ OTcdopMaTMpOBaHO:!
N >

: aHrmiickui (CLLA)

Hotimmio BIIHOTTH HOKASHHK i AHOI OFIATH HPaii B HICHO IMACPATHBHIX  ( OTdbopMaTnposano

. BblAefieHne LBETOM

FpoMaAsHebKOFo-cyeHiAbeEBa-yBeixpiBHiB:|t is advisable to include the decent wage

indicator in the number of imperative requirements for social and economic policy

and the immediate practical actions of government, local self-government authorities,
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