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REGULATION AND DEREGULATION:
STRIKING A BALANCE BETWEEN CONTROL
AND ENTREPRENEURIAL FREEDOM

The article examines the state and issues of deregulation, identifies directions for the formation of an organizational and
economic mechanism to ensure effective regulatory policy in the agricultural sector of Ukraine. It is based on the principles
and strategic directions of regulatory policy in Ukraine in the context of sustainable development, the organizational and legal
aspects of making regulatory decisions by legislative and executive authorities in Ukraine, as well as coordination mechanisms
involving the State Regulatory Service. The state is responsible for exercising regulatory functions to manage development.
On the other hand, excessive control and excessive intervention in all spheres of activity, instead of managed development,
lead to a decrease in the efficiency of the entire system's functioning. The experience of Ukraine proves this: according to in-
ternational comparisons, the country has the highest level of regulation with the lowest GDP per capita in Europe. It is argued
that the strategy should include a complex of practical measures of organizational and economic nature, as well as regulatory
measures that apply to the entire economy of Ukraine as a whole and to individual enterprises within the agricultural sector,
within defined principles. Among the general organizational and economic measures, the implementation of the "regulatory
guillotine” method for swift review and maximum abolition of existing administrative constraints is identified. The alignment of
subsequent regulatory acts with EU requirements, along with the creation of a corresponding registry accessible to the public,
is also considered. It is emphasized that this process should be fully in line with the existing algorithm for the adoption and
tracking of regulatory acts, involving all interested parties. Moreover, it is important to work within the existing coordination
mechanism to prevent the creation of additional organizational structures in the form of special commissions, services, or com-
mittees to avoid manual control.
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PETYJISILISI TA JEPET YJISIIIS:
BAJIAHC MI’K KEPOBAHICTIO TA CBOBO/10I0
NIANPUEMHULIBKOI JISAJABHOCTI

Y emammi oocniosiceno cman ma npobiemu depe2ynsiyii, 6USHAUEHO HANPAMU CIMpamezii hopMyBaHHs OP2aAHI3AYIUHO-EKO-
HOMIYHO20 MeXaHizMy 3abe3nedenus epekmusHoi peeynsmoproi nonimuxu 6 AIIK Ykpainu. B ii ocnoei noxknadeni npunyunu
ma cmpameziuni HANPAMKU pe2yisimopHoi norimuxu Ykpainu 6 ymosax cmanoco po3eumky, opeanizayiliHo-npasosi acnexmu
NPULHAMMA peyIMOPHUX PillleHb 3aKOH00A8U0I0 MA BUKOHABYOIO 61A0010 8 YKpaili, a maxodc KoopOuHayilini Mexanizmu, 6
0cHOo6i AKuxX 3adisna /lepocasna pecynamopua cayoicoa. Josedeno, ujo cmpameis NOGUHHA MICIMUMU Y C8OEMY CKAAOT KOMAIEKC
NPAKMUYHUX 3aX00168 OPeaHi3ayiliHO-eKOHOMIUHO20 XapaKmepy, a maxolc pecyisamopHux 3axo0ie, AKI pO3NOECIO0ANCYIOMbCA K
Ha 6ClO eKOHOMIKY YKpainu 6 yinomy, max il Ha niONpUEMCMEad azponpomMuUcio8o2o KOMIIEKCY OKPEMO, 8 MeXCAX SUSHAYEHUX
npuHyunie. BusHaueno, wo 00 3a2anibHUX OpeaHi3ayiliHO-eKOHOMIYHUX 3AX00i6 0 GIOHECU. BNPOBAOICEHHS. MEMOIY Oepe-
YIAYIT «pe2ynamopHa ibomunay 05 WEUOKO20 nepensioy ma MAKCUMANbHO20 CKACY8AHMS ICHYIOUUX AOMIHICMPAMUGHUX

44 © Shmygol Nadiia, Antoniuk Andrii, Shmygol Yevgeniia, Kuzmin Viktor, 2023



YnpasninHs 3MiHamu ma iHHosauii

N2 6,2023

06MedHceHb, NPUBEOEHHS HACMYNHUX Pe2YIAMOPHUX akmié 00 eumoe €C 31 cmeopenHam gi0nosioH020 peccmpy y 8iOKPUMOMY
docmyni. JlosedeHno, wo 0aHuil npoyec NOSUHHUL 8i00Y8AMUCH Y NOBHIL 8IONOBIOHOCT 00 Oil04020 ANOPUMMY NPUUHAMMS
ma 8i0cmediceHts pe2yimopHUX akmie, 3 3a1yUeHHIM 6Cix 3ayikasnenux ocio. Taxodic, ciid euxooumu 3 iCHYI04020 KOOPOUHA-
YITIHO20 MEXAHIZMY, 3 MEMOK HEOONYUJeHHSl CMBOPEHHS O00AMKOBUX OP2AHIZAYIUHUX CIMPYKMYP Y (popMi cneyianbHux KoMIcCIi,

cayoIco uu Komimemie OJis 3anodieanns pyuno20 KepyeaHHs.

Knruogi cnosa: pezynsyis, oepe2ynsayis, opeaHizayitino-eKOHOMIYHULL MEXAHI3M, Pe2yIsmopHa NOIIMUKA.

Problem statement. To manage development, the
state is obligated to exercise regulatory functions. On the
other hand, excessive control and excessive intervention in
all spheres of activity, instead of managed development,
lead to a decrease in the efficiency of the entire system.
The experience of Ukraine proves this: according to
international comparisons, the country has the highest
level of regulation with the lowest GDP per capita in
Europe. Thus, regulation and deregulation are inseparable
processes aimed at finding an optimal balance between
control and entrepreneurial freedom.

Analysis of recent research and publications.
Several researchers, such as Yu. Vozna, O. Gafurova, Yu.
Ivanov, M. Kizim, O. Lesko, Ya. Petrunenko, H. Smolin,
and others, have addressed theoretical and practical issues
of deregulating Ukraine's economy in their scientific works
[1-7]. Through the analysis and synthesis of existing
works, several key directions have been identified, and we
will delve into them in more detail.

The first direction is the most comprehensive, studying
the peculiarities of deregulation in public administration
as a whole. Representatives of this direction include
V.A. Zinchenko, Yu.B. Ivanov, O.Yu. Ivanova, M.O. Kizim,
A.A. Kuratashvili, Ya.V. Petrunenko, H.V. Smolin, and
T.M. Chechetova-Terashvili [3; 5-8]. For example,
M.O. Kizim, Yu.B. Ivanov, and others in [3] note that any
socio-economic development is always accompanied by
conflicts of interests and limitations for all participants
in economic relations. During periods of economic
and political crises, state regulation should help focus
maximum resources on resolving these problems. After
overcoming them, unnecessary restrictions on businesses
should be immediately lifted.

The aim of the article is to examine the state and issues
of deregulation, identifies directions for the formation
of an organizational and economic mechanism to ensure
effective regulatory policy in the agricultural sector of
Ukraine

Explanation of the main research material. The
concept of deregulation is associated with the following
processes:

— liberalization, or ensuring economic freedom for
business entities;

— decentralization, or the transfer of powers and
mechanisms of their implementation to the local level;

— privatization, or the sale of state-owned enterprises
to private investors;

— streamlining bureaucracy, which involves minimi-
zing permit procedures for economic activities, and so on.

It can be added that in the current conditions of Ukraine,
each of these processes is relevant. In terms of deregulation
directions, M.O. Kizym and others distinguish: micro-
level related to entreprencurship and small business;
meso-level related to sectoral and regional development;
macro-level, which includes tax policy, foreign economic
activity, budget, financial and social spheres, and the
market.

Regarding the stages of deregulation, the authors
include: defining the direction of deregulation and
analyzing the legal framework; assessing proposed
measures externally (using international ratings) and
internally by expert evaluation; evaluating the effectiveness
of deregulation after its implementation using relevant
indicators, generalizing the results, and developing further
recommendations.

Ya.V. Petrunenko in [5] considers the economic essence
of deregulation as an iterative process of reconciling
private and societal interests. He notes that deregulation
cannot be absolute due to the necessity of ensuring the rule
of law and considering the interests of citizens, businesses,
and society as a whole.

The next group of authors focuses on deregulation in
entrepreneurship, particularly in the context of Ukrainian
realities and the state of emergency. They include Yu.
Vozna, L. Hlushchenko, O. Hrynyk, O. Lesko, S. Lykholat,
T. Meshcheryakova, and V. Pylyavets [1; 4; 7-9].

S. Lykholat in [8] explicitly states that excessive
regulation, which leads to corruption and the shadow
economy, is the main cause of permanent crisis phenomena
in Ukraine. According to experts' estimates, the size of the
shadow sector exceeds 60% of GDP. Under such conditions,
increasing administrative and fiscal pressure on businesses
is counterproductive, and deregulation is considered
the only mechanism for restoring business activity,
investment attractiveness, and competitiveness. O. Lesko,
L. Hlushchenko, and T. Meshcheryakova in [4] agree
with this opinion. They positively evaluate the legislative
changes aimed at simplifying business conditions [10—11]
and consider them as the beginning of the deregulation
reform, which should occur in the following sequence:

1. Maximum elimination of administrative barriers and
permit procedures that hinder business activities:

— Reducing the list of permit procedures and types of
activities subject to mandatory certification; corresponding
reduction of administrative and regulatory bodies.

— Orientation towards the international Doing Business
index to simplify the conditions for entrepreneurial
activities, reducing administrative costs for businesses by
20% over 5 years, and supporting SMEs.

— Transformation of an inefficient system of total state
control into a selective and risk-oriented one; adaptation of
national legislation to EU provisions.

2. Establishing mechanisms to prevent the introduction
of new regulatory constraints whose effectiveness is not
proven:

— Public discussions of regulatory initiatives and
publication of the results of these discussions.

Obligation for regulatory authorities to demonstrate the
economic feasibility of proposed measures and systematic
review of existing norms.

At the end, the authors note that the multi-year
implementation of deregulation reforms has had certain
positive effects in selective areas, such as the speed and
cost of opening a new business. However, the real sector
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of the economy does not experience significant overall
positive changes, especially for small and medium-sized
enterprises. To address this issue, Y. Vozna suggests paying
attention to international experience. She points out that,
unlike Ukraine, business in EU countries is simultaneously
influenced by both common and national legislation.
However, the level of economic freedom is significantly
higher and is based on the free movement of capital, labor
resources, goods, and services. This is achieved through:

The principle of a "single window" for businesses,
digitization of administrative services, and maximum
reduction of permit procedures.

The principle of "silence is consent" — if an entrepreneur
does not receive a response from a government agency
within a specified period, it automatically implies
permission to conduct activities on legitimate grounds.
This principle allows for the elimination of bureaucratic
delays and corruption components and requires mandatory
implementation in domestic legislation.

If a particular EU country delays the rapid imple-
mentation of the mentioned principles, it primarily affects
the competitiveness of its domestic market, which serves
as an additional stimulus. Gradual deregulation does not
have a positive effect as the bureaucratic apparatus adapts
to these changes.

Fast deregulation involves a comprehensive review
of the entire regulatory framework. Ukraine's experience
shows that this procedure also does not justify itself.
In practice, the incumbent government is not interested in
reducing corrupt income, so the corresponding decisions
are often made in the interests of big business, which is
represented by business associations in public discussions.
Consequently, the interests of small and medium-sized
enterprises remain unaddressed.

The "regulatory guillotine" method entails the rapid
repeal of existing regulatory acts, followed by bringing
new regulatory norms in line with EU requirements and
creating an appropriate register. We believe that this
approach is the most acceptable in the Ukrainian context.

According to the European Information and Research
Center of USAID, the RG method has proven successful in
developing countries in Western Europe [11]. In Croatia,
15% of regulatory requirements were eliminated and 10%
were simplified out of the initial 1,451 requirements. In
Serbia, 43% of requirements were eliminated and 31% were
simplified out of the initial 2,473 requirements. In Bosnia
and Herzegovina, 27% of requirements were eliminated
and 42% were simplified out of 331 regulatory acts.
In Ukraine, according to the report, 36% of requirements
were eliminated and 7.2% were simplified out of the
initial 14,000 requirements. Essentially, this means the
cancellation of outdated norms without providing real
assistance to businesses.

In [9], V. Pilyavets discusses deregulation as a
necessary measure to support domestic businesses during a
state of war and reconstruction. According to his opinion,
Government Bill No. 8058, which was submitted to
the Verkhovna Rada of Ukraine in spring 2022 and was
intended to take effect from January 1, 2023, will address
several pressing issues regarding deregulation.

This bill included the following provisions:

— Creation of a special commission on deregulation
composed of the Minister of Economy of Ukraine,
representatives of the Office of the President, the State
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Regulatory Service, the Ministry of Finance, and other
representatives of the executive branch.

— Starting from January 1, 2023, all state regulatory acts
in Ukraine would be required to have dual validity. In other
words, they would need to be included in the exclusive list
of the aforementioned commission. If a regulatory act was
not included in this list, it would be considered null and
void.

On one hand, we have an expedited version of the
"regulatory guillotine" method, which is intended to
simultaneously address the issue of excessive regulation,
relieve the burden on businesses, and assist the economy
during a state of war. On the other hand, both within
Ukraine and in the expert community outside its borders,
this bill faced significant criticism and was sent back for
further refinement.

In our opinion, some significant drawbacks of this bill
include:

— In any country, deregulation involves reducing the
number of government administrative and regulatory
bodies. In Ukraine, the coordinating function of
implementing state regulatory policy is already carried out
by the State Regulatory Service, which is also responsible
for reviewing regulatory acts and deregulation. Instead of
this, we see an attempt to replace existing institutions with
manual control by creating an additional commission with
duplicating functions.

— When considering the organizational and legal
mechanism for adopting regulatory decisions, we
mentioned that Ukrainian laws can have characteristics
of regulatory acts. This creates a legal collision where the
commission, by not including such a law in the exclusive
list, can cancel its effect, directly contradicting the
Constitution of Ukraine.

— It is envisaged that representatives of business
associations, in other words, representatives of large
businesses, will participate in the work of the special
commission. The interests of small and medium-sized
businesses will not be taken into account due to the absence
of their representatives. At the same time, the principles
of EU regulatory law require that all interested parties
participate in making such decisions.

Thus, there is a significant risk of abuse as the existing
procedure for reviewing regulatory acts is replaced by
selectivity in favor of those who carry it out. Among
domestic scholars, there are also those who have studied
the processes of deregulation directly in the agro-industrial
complex. They include O.V. Gafurova, A.V. Ivanenko,
M.M. Ksenofontov, S.I. Marchenko, and others [2; 12].
M.M. Ksenofontov considers the agro-industrial complex
to be a potentially competitive industry, so deregulation
should be carried out through the liberalization of
agricultural product and food markets. The main
achievements in this direction in recent years, according to
0O.V. Gafurova and S.I. Marchenko, include the reduction
in the number of permits in animal husbandry and crop
production, the start of functioning of the agricultural
land market, digitization of public procurement, and
institutional transformations.

Having examined the state and problems of
deregulation, let's define the directions of the strategy for
forming an organizational and economic mechanism to
ensure effective regulatory policy in the agricultural sector
of Ukraine. It is based on:
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— Principles and strategic directions of regulatory
policy in Ukraine in the context of sustainable development.

— Organizational and legal aspects of adopting
regulatory decisions by legislative and executive authorities
in Ukraine, as well as coordination mechanisms involving
the State Regulatory Service.

In essence, the strategy should include a complex
of practical measures of organizational and economic
nature, as well as regulatory measures that apply to the
entire economy of Ukraine as a whole and to individual
enterprises within the agricultural sector, within the defined
principles.

Therefore, among the general organizational and
economic measures, the following can be included:

— Implementation of the '"regulatory guillotine"
method for the rapid review and maximum abolition of
existing administrative restrictions, aligning the relevant
regulatory acts with EU requirements and creating a
corresponding registry accessible to the public. This
process should fully comply with the existing algorithm
for adopting and tracking regulatory acts, involving all
stakeholders. It is also important to adhere to the existing
coordination mechanism to prevent the creation of
additional organizational structures in the form of special
commissions, services, or committees to avoid manual
control.

— The principle of a "single window" for businesses
based on digitization should apply exclusively to all
administrative services that can be provided online with
minimal processing time. If a business does not receive a
response from a government agency within the specified
period, the principle of "silent consent" should come into
effect, meaning that the activity can proceed on legal
grounds. This should also involve reducing the number of
administrative and supervisory bodies.

These measures aim to streamline regulations,
simplify procedures, and reduce administrative burdens on
businesses in the agricultural sector, promoting efficiency
and facilitating economic development.

Conclusion. Based on the conducted analysis, the
following conclusions can be drawn regarding the
organizational and economic measures of regulatory
influence in the agro-industrial complex:

1. Completing the agricultural land market reform is a
necessary step to stimulate agricultural development. This
will ensure transparent land relations, attract investments,
and increase the productivity of agricultural enterprises.

2.The development of rural territories requires a
mixed approach, which involves providing direct targeted
assistance to farmers and simultaneous development of
local infrastructure through mechanisms of local self-
governance.

3. The existing State Fund for Regional Development
should consider the principles and objectives of the
European Agricultural Fund for Rural Development
(EAFRD). Additionally, it is necessary to establish a Rural
Development Fund similar to the European Agricultural
Guarantee Fund (EAGF) to provide direct support to
agricultural producers.

4. Diversification of the rural economy involves
completing the decentralization reform to redistribute
income at the local level and strengthen the role of
communities. It is also necessary to develop procurement,
supply, and marketing infrastructure.

5. Ensuring access to investment and credit resources
for small and medium-sized businesses is not possible
without successful implementation of the previous stages
and maximum deregulation, as the current financial and
economic situation in the sector does not allow for effective
utilization of this toolkit.
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