DOI: https://doi.org/10.36059/978-966-397-189-6/38-54

CHAPTER 3
BASIC FUNDAMENTALS OF INVESTING
OF SOCIAL MODERNIZATION OF THE STATE

Volska O. M.

INTRODUCTION

The effectiveness of social modernization of the state requires the
formation of investment attractiveness of social sectors through state
regulation of social investing.This process must be governed by two
state principles: the principle of social equity and the principle of socio-
economic efficiency.The essence of state regulation of investments in
social modernization lies in the performance of functions of public
authorities. These functions are the provision of public services to which
social services belong; financing of social sectors; stimulation of
attraction of investments in social development of the state (through
realization of communication function) with the purpose of reception of
social effect.The fulfillment of the communicative function in the
process of attracting investments in social modernization is connected
with the formation of attractiveness of social sectors.The amount of
funds that the investor will finance depends on the investor's awareness
of condition of the object of social sector.The main objective of social
investing is to improve the quality of life of the population of the state,
through the improvement of its components.

The object of research is social investing in the works of such
foreign scientists as: Veblen T.*(1), Buchanan J.%(2), RostowW.>. They
viewed this type of investing as a tool for reproducing society, but this
theory did not have much development.

Some results that were of importance for its development were not
systematized, and the relevance of this development can be noted in the
analysis of current views on social investing.

The study of scientific literature indicates that such ideas go through
the perception of investment support in terms of creating conditions for

Veblen T. (1984). Teoriya prazdnogo klasa [Idle class theory]. Moscow: Progres.

’Bukenen Dj. (1994). Konstitystiya economicheskoi politiki [Constitution of economic policy].
Economic issues, no 6, pp. 104-113.

*Rostoy V. (1961). Stadii economicheskogo rosta [Stages of economic growth]. New York: Frederik.

38



sustainable growth of micro- and macroeconomic entities (4)* through
the prism of existing patterns in terms of the dependence of investing
results on investment volumes as quantitatively limited resources (5)°.
There are two sides of investment support: resource (in the most general
view, investment support is treated by scientists as a set of tangible and
intangible resources invested in implemented projects) (6)° and
organizational sideas a set of investing methods used to achieve
strategic goals and objectives aimed at increasing assets, generating
revenue or achieving other positive effects, as well as the concentration
and sale investment measures themselves (7). In some cases, the
elements of investment support are: identifying the need for investment,
sources of investment and methods of their involvement (4), the choice
of rational management methods in the field of investing (7), conditions
for the implementation of the investing process (6).

That is, as rightly stated by M.Yu. Kodenska, investment support as
a category of economy reflects the multidimensional organizational and
economic conditions, means, measures and economic relationships,
which are manifested in the process of movement of value advanced in
capital, with the purpose of accumulation, formation and use of
investment resources®.

In modern literature, there are two concepts of «social investmenty
and «social investingy, if the first component of the phrase implies a
direction on the development of society, the second component has
differences. Based on the existing author's approaches, it can be noted
that social investment is a collection of monetary, material, management,
technological and other resources that are directed to the objects of social
infrastructure for the purpose of obtaining primarily social effect.Social

*Kapitanest A.V., Strelstov A.V., Eroshevskii S.A. (2014). Investistionnoe obespechenie ystoichivogo
economicheskogo razvitiya promishlennix predpriyatii [Investment support for sustainable economic
development of industrial enterprises].Economics and Management, vol.4, no 113, pp. 49-52.

*Veretennikova O.V., Bondarenko A.V. (2010). Sistemni xaraktepistiki investistinogo rinky i ix rol v
sychasnix ymovax ekonomichnogo rozvitky [System characteristics of the investment market and their
role in the current economic development]. Scientific Bulletin: Finance, Banks, Investments, vol. 1, no 10,
pp. 60-63.

®Kapitanest A.V. (2010). Investistine zabezpechenya fermerskix gospodarstv [Investment support of
farmers' state grants]. All-Ukrainian science and virological journal: Innovation Economy, no 5,
pp. 141-144.

"Shevstova Ya.A. (2002). Investistine zabezpechenya liyalnosti pidpriemstv [Investments in public
health services] (PhD Thesis), Lygansk: East Ukrainian National University. V. Dalia.

®Kodenska M.U. (2013). Motivastini chiniki investistinogo zabezpechenya rozvitky agrarno-
promislovogo virobnisttva [Motivational factors of investment support for the development of agro-
industrial production]. Bulletin of the Academy of Labor and Social Relations of the Federation of Trade
Unions of Ukraine, no 2, pp. 62-66.
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investing is the process of attracting investment resources to social
infrastructure, which has stages and milestones’.

3.1. The main tasks of social investing

In market conditions, forms and methods of coordinating public
administration of social modernization are capable of solving those
organizational and managerial tasks that are adequate to the level of their
complexity. In our view, this class of tasks involves attracting
investment in the social modernization of the state.

This task is possible through the following steps.

1. To create conditions for continuous improvement of forms and
methods of organization of regulation in accordance with the level of
complexity of the tasks to be solved, the requirements of the
environment, using active means of eliminating dynamic contradictions
in the system of state influence on the process of attracting investments
in social modernization.

2. To ensure a clear delineation of the goals, functions, rights and
responsibilities of each link, the subsystem of public administration of
social modernization.It will create the conditions for attraction of
investments.

Undoubtedly, building a quality system of attracting investing
resources in social development requires determining the assessment of
the effectiveness of social investment projects'®.

The scientific literature on management uses the following
concepts: purposeful effectiveness, which is determined by the degree of
alignment of the results of the action with the purpose intended; social
efficiency characterizes the result of social work; organizational
effectiveness determines the form of interconnections of the elements of
the management system.

There are four main indicators of effectiveness that characterize the
level of investment in the social sphere: social effect is an effect
determined by the level of public satisfaction with the quality of life;
social efficiency is the indicators of the level and quality of life in a
particular territory; socio-economic efficiency is a monetary indicator,
the income that an investor receives after the implementation of an

%Veretennikova O.V. (2012). Genezis formyvannya instityty sostialnigo investyvanya [The genesis of
the formation of social investment institution]. Economics and law, vol. 3, no 34, pp. 47-53.

0y/0lska O.M. (2018). Teoretichni zasadi sostialnogo proektyvanya [Theoretical principles of social
design] Public Administration Reform and Administration Reform: Theory, Practice, International
Experience: Materials of the All-Ukrainian Scientific Pract. Conf. for the international. Participation,
Odessa: ORIDY NADY, pp. 341-342.
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investment project; cost-effectiveness is a productive indicator that is
calculated by dividing profit by cost.

In addition, it is possible to provide a more complete definition of
these categories in relation to the process of attracting investment in the
social modernization of the state.

1. With regard to the process of attracting investment in the social
modernization of the state, first of all, it determines the social effect,
which can be estimated by economic and sociological indicators. These
indicators are certainly indicators of the quality and standard of living of
the population of the region or of the state as a whole: increasing
employment rates, improving housing provision, increasing education
and health care. All this can be the result of attracting additional
investment in the social sectors.

When determining the level of social investing, it is possible to use
social performance indicators. These indicators characterize the number
of social problems that have been solved through the implementation of
an investing project in one social sector or another. For example,
offering additional social services, changing the consumer price index,
the level of housing provision in the respective territory, reducing
unemployment in the region, changing the demographic indicators of the
region, etc.

Socio-economic efficiency can be used in assessing the level of
investment.Indicators of this type of efficiency may be the number of
people receiving social service, reducing the number of poor people,
decreasing the operating costs of enterprises related to the social sphere,
reducing the number of people receivingsocial unemployment
assistance.

The last efficiency is economic. It is recognized on the basis of cost
minimiz on the of development and implementation of an investment
project of a social sector. Its indicators can be net present income, rate of
return of a social project, payback period of a social project.

The efficiency of the investment resources receipt can be evaluated
on the basis of the realization of the objectives of the investment project,
the level of management of the management system, the effectiveness of
management decisions on the implementation of the investment project.
These decisions are made by state and local governments regarding the
feasibility of investing in the social sectors of the respective region.

Performance evaluation can be carried out on the basis of the
evaluation of the functioning of the public administration system of
social modernization, then performance will be measured not only
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mathematically, measures of performance of public authorities on
effectiveness of realization the investment projects in a social sector can
also be implemented.

In our opinion, the level of effectiveness depends on the growth of
indicators of the level and quality of life of the population of a particular
region.

If regional authorities cannot influence the establishment of state
social guarantees, which are known to be approved at the state level
(minimum wage, minimum living wage, minimum retirement age, social
assistance level), then local public authorities can influence on several
indicators of quality of life (level of health care, level of education, level
of provision of housing and communal services, level of employment).

It is by the latter indicators that the level of performance of public
authorities can be estimated, and on the basis of these indicators public
authorities can determine the effectiveness of social policy
implementation in a particular region of the state. These indicators
should be decisive in the provision of public funds for
the modernization of regional social sectors.

The complexity of assessing the effectiveness of management is
also due to a number of specific reasons, such as:the lack of
scientifically substantiated standards of management costs, poor control
over the timing and quality of tasks, the lack of computer information
technologies usage, etc.Governing decisions are related to the future, so
goals are not always clearly defined, the resource management model
includes complex social needs, political and organizational factors.

The effectiveness of public management of social modernization is
the result of achieving the social goal with the maximum possible saving
of labor and organizational and material costs. Actually, it is the activity
of the management apparatus, which includes the purpose, methods,
process and result. However, it is not possible to reduce the
multidimensional notion of «management» only to the category
«managerial worky». Management is a complex phenomenon, a kind of
art full of deep social content that is almost impossible to measure
accurately, mathematically.

Obviously, there can be no single criterion of effectiveness for all
levels of the management structure, they vary depending on the nature of
the management body, its place in the management pyramid and social
goals.There are no common estimates for social sectors.

It should be noted that organizational and technical actions of
employees of public administration apparatus are more amenable to
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measuring and determining the effect. However, it should be emphasized
that the effectiveness of a regulatory system cannot be reduced to an
assessment of its internal activity without evaluating the effectiveness of
the impact on the management object.

When assessing the social impact of an investment project, the
direct and indirect types of the investment project should be
distinguished.By direct type the effect directly related to the
implementation of the investment project — the construction
(reconstruction, modernization) of the designed objects and their
subsequent operation — is understood. The indirect effect is due to tax
revenues, additional investments, production development, initiated by
the project. As a result, investments made directly into the project induce
an additional increase in investment in various social sector as directly in
the project implementation region. The social effect of the
implementation of a social sphere project on the basis of reproduction is
increasing. As a result, the income from social investment is growing
and channeled to other social sectors, which provides for higher
incomes. This provides for an increase in population demand, an
increase in the level of wages, a decrease in unemployment, and an
increase in the revenue part of the regional and state budget.

The social effect can be both universal, arising from the
implementation of any investment project, and specific, due to certain
types of projects and features of the regions in which it is implemented.
In addition, the social effect can be both positive and negative.

Let us consider the mechanism of occurrence of various positive
social effects.

Creation (reconstruction) of workplaces.New workplacesappear at
the projected facilities, as well as construction during the period
of construction and assembly works. In addition, the implementation of
projects initiates the creation of a large number of workplacesin related
industries, depending on the specifics of the project (for example, in the
construction industry, mechanical engineering, transport, production and
non-production infrastructures in the project implementation areas). The
effect of implementing a particular project in the form of profit
reinvested in the economy generates a multiplicative effect; the
construction and operation of facilities initiate in the long term the
creation of new and the reconstruction of existing workplacesin various
sectors of the economy.

The positive effect of workplacecreation is expressed primarily in
the expansion of employment and reduction of unemployment. The effect
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of workplace reconstruction is manifested in improving working
conditions and, as a consequence, in improving health, reducing cases of
general and occupational morbidity, occupational injuries, invalidating
the population, premature and avoidable mortality, and increasing life
expectancy.

Increasing the standard of living of the population.The increase in
household income and the expansion of solvent demand are the result of
the remuneration of persons employed in workplacescreated
(reconstructed) at the projected facilities (direct effect) and the
development of production initiated by the project (indirect effect).

Tax revenues from the project, and, in the long run, from the
development of production as a consequence of reinvestment of profits.
They allow for increased budgetary funding for education, health,
culture, social policy, including state aid and compensation at various
levels.Thus, wages of the employed in the budgetary sector increase,
new workplacesare created in the social sectors, which affects the level
and quality of life of the population: the situation on the labor market
improves, the incomes from employment and social transfers to the
population are increased, the accessibility and quality of the social
sphere services provided are increased.

Receiving products (services) produced directly within the project
(if directed) by the population in related industries, and as a result of
further development of production.

Improvement of the ecological situation as a result of modernization
of production, introduction of environmental technologies. This improves
the quality of the living environment.

Promoting public health, improving demographics (as a result of
reducing premature and avoidable mortality, increasing birth rates,
increasing life expectancy).These long-term effects are the combined
result of improved working conditions and environmental conditions,
rising living standards, developing social infrastructure and innovating in
the health care system.

Increasing the educational and qualification levels of workers,
reducing the use of unskilled labor (if the projected (reconstructed)
production is in demand for highly skilled labor).This effect is
particularly evident in the implementation of projects aimed at creating
(developing) elements of the national innovation system.Increasing
vocational training requirements for employees is an incentive for the
development of vocational education.
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Reducing social tension in society, ensuring social stability and
social support for institutional change.

As it was noted before, the social effect can be both positive and
negative. Among the possible negative social consequences of the
implementation of investment projects are the following: job cuts due to
production modernization; the destruction of competing industries and,
as a consequence, the release of labor, the displacement of cheap goods
and services from the market; the occurrence of local labor shortages as
a result of its outflow from neighboring regions, as well as from the
enterprises of the region to the projected facilities; environmental
degradation; the emergence of social tensions, social conflicts due to the
following factors: increase in the density of development, migration
inflow of population in densely populated regions (a similar situation
may occur in sparsely populated regions, if the inflow of the population
Is not accompanied by sufficient development of the social sphere and
increase the load on existing objects); the emergence of modern high-
paying jobs in depressed and low-living regions, which is not
accompanied by increased social needs and investment in local
economies, which can lead to firm labor market segmentation and
increased social tensions.

Some manifestations of social effect are subject to accurate
measurement, in other cases only qualitative assessments and expert
conclusions are possible.

When assessing the social effect, its macroeconomic and regional
elements must be taken into account, bearing in mind that the social
effect achieved at the regional level is an integral part of the
macroeconomic effect.The scale of the regional social effect is
determined not only by absolute but also by relative indicators that
characterize the impact of the investment project on the socio-economic
modernization of the regions.Thus, the extent of the social effect is
largely determined by the socio-economic situation in the region.Thus,
the effect of the establishment of new workplaceswill depend on their
percentage of existing workplacesin the region and on the situation in the
regional labor market.

3.2. Stages of assessment of social effect of investing
The assessment of the social effect of the investing process should
include the following components.
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Stage 1. Determining the correlation of effects that will occur at
macro- and regional levels, identifying the regions that are mostly
affected by the project.

In most cases, the investment project is implemented in one or more
regions, with the direct effect of workplacescreation and payroll on
them, tax revenues appear primarily at the regional level, and indirect
effects are redistributed to the macro level. The effect of production of
the products envisaged by the project (infrastructure, elements of the
innovation system) depending on the scale of the project can be observed
both in the region and at the macro level.

For example, when creating social sector objects of local
importance in the region, the effect of the services they produce will be
manifested at the regional level, at the erection of objects of interregional
or state value (university, hospital or consulting and diagnostic center of
state subordination, etc.) at the macro level. The effect of the construction
of a large transport artery crossing a large territory will be affected both
at the macro level and at the level of the respective regions.

If, for example, a large pharmacological production is created, the
effect of the products on the consumer market will be at the macro level,
and the effect of new workplaceswill be mainly at the regional level, the
effect of tax revenues will be distributed according to the proportion of
contributions to state, regional and local budgets.

Stage 2. Analysis of the initial state of the social sphere and the
labor market in the respective regions and forecast trends in their
development without taking into account the impact of the investment
project.

As the manifestation of regional social effect depends not only on
the type of project, but also on the level of socio-economic development
of the region, the characterization and forecast of the state of the labor
market and social sphere is the starting point for evaluating the
investment project.

For this purpose, indicators based on national statistical data should
be used, in particular:

— state of the labor market (employment rate, general
unemployment, share of unemployed, who have been seeking for a
workplacefor 12 months and more; level of registered unemployment;
forced part-time employment, expressed by the proportion of part-time
employees on the initiative of the administration and employees who
have been granted leave on the initiative of the administration during the
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year, in total; the proportion of those who work in conditions that do not
meet the hygiene standards);

— the standard of living of the population (average income per
capita, their ratio to the subsistence level; specific gravity and number of
the population with incomes below the subsistence level; average
monthly salary);

— development of social sphere (in comparison with normative or
average indicators of living conditions of population; provision of
population with hospitals and outpatient clinics, medical staff,
educational institutions, cultural institutions, social services, transport
and communication services);

— demographic situation (population reproduction: fertility,
mortality, natural increase; migration growth; incidence and disability;
population structure by sex and age; average life expectancy);

— environmental situation in the region;

— other indicators specific to certain regions and investment
projects (provision of products, services produced at projected
productions, etc.).

Stage 3. Carrying out calculations (or, in case of their impossibility,
qualitative estimates) by types of social effect, comparison with baseline
and forecast regional indicators, and if the scale of types of effect is
significant, then with national indicators.

After distinguishing between macroeconomic and regional
manifestations of social effect, as well as an analysis of the socio-
economic situation and development trends in those regions where the
impact of the project is most affected, we should proceed directly to
quantitative and qualitative assessments of different types of social
effect.

Creation (reconstruction) of workplaces. Direct effect. The rationale
for the investment project should include the number of
workplacescreated, upgraded, reconstructed, as well as the number of
employees fired due to modernization.In the absence of such data, the
total number of employees required for the construction and operation of
the projected facilities (the proportion of employees being fired) may be
determined on the basis of applicable industry standards, analog projects,
model projects, experimental and peer assessments.

Indirect effect. The number of jobs initiated by the project is
calculated by the formula:

o @
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where W — number of workplaces created (reconstructed); L —
volume of combined and multiplicated investments; d — the share of
investments aimed at workplacecreation (according to expert estimates is
about 0.8); P — the average cost of establishment the workplace.

Employment expansion through workplacescreation is calculated as
the ratio of the number of new workplacescreated to the total number of
people employed in the region (for large-scale projects in Ukraine as a
whole).

In calculating the reduction in the unemployment rate, it is
necessary to expertly estimate the share of workplacescreated by the
unemployed in the region at the time of project implementation, taking
into account their vocational qualification and age-sex composition.Then
the possible reduction in the number of unemployed and the
unemployment rate are determined.

The possible dismissal of competing enterprises due to their
destruction and the corresponding increase in unemployment are also
assessed by experts, taking into account the fact that part of the
dismissed workers can find employment in the projected facilities.

The number of reconstructed workplaceswith improved working
conditions is indicated in the project justification or determined expertly.

Increasing the standard of living of the population.Direct effect. The
level of average wages of workers at the created (reconstructed) places,
divided by categories of personnel, is indicated in the justification of the
project or determined expertly, taking into account the average wage, in
the relevant industry (region) and the specifics of the project.

The ratio between the projected average wage and the
corresponding industry and regional average is then determined, the
cumulative annual staff income is calculated, its ratio to the monetary
income of the population at the regional (or macro) level, and the
estimated increase in solvent demand of the population.The cumulative
annual staff income is calculated by the formula:

,ZZzZS’i xYq, x12 (2),

where /] — total annual staff income; 3; — the average monthly salary
of i-thcategory of personnel; 4;— quantity of i-thcategory of personnel.

Indirect effect.Growth in incomes of people employed in
workplaces created as a result of reinvestment of income is estimated on
the basis of the average Ukrainian wage level.

The proportion of tax payments to the budgets of all levels that can
be used to finance social expenditures, including education, health,
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culture, social policy, including state aid and compensation to the
population at local, regional and state levels, is expertly assessed.

Then, there is estimated the total increase in population income
from employment (at projected enterprises, places created by reinvesting
workers' earnings, created by increasing budget financing for social
workplaces) and social transfers.Expert assessment of the possible
reduction in scale and level of poverty.

Tax revenues from the implementation of the investment project.

Their volume is calculated on the basis of the estimated production
parameters in accordance with the tax legislation.Tax revenues from the
development of production due to the reinvestment of profits are
expertly assessed.

Quialitative assessments and, where possible, quantitative indicators
are used to determine the effect of providing products (services)
produced directly within the project to the public.

Improvement (deterioration) of the environmental situation is
evaluated according to the relevant indicators, depending on the type of
project.

Improving public health, increasing demographics.In some cases,
quantitative estimates can be obtained.For example, the reduction of
occupational disease and occupational injuries as a result of improved
working conditions is estimated on the basis of similar projects and data
on occupational and traumatic injuries in the enterprise in the base
period (prior to reconstruction).

Reduction of the population morbidity due to the improvement of
the ecological situation (reduction / termination of discharge of polluted
wastewater, emissions of pollutants into the atmosphere, utilization of
toxic waste, increase of the degree of their purification) is estimated by
comparing the data on the morbidity of the population in the given
region and on the territory. However, it should be kept in mind that
improving health can go with a longer time lag, since the population has
been subject to adverse environmental factors for a long period of time
(pollution of the territory can persist for a long time even after the
cessation of harmful emissions).

Impact on the demographic situation of factors such as raising the
standard of living of the population, development of social infrastructure
can only be assessed qualitatively.

Increasing the educational and qualification level of the workforce
and the population as a whole. Direct effect.It is determined by the
number of workplacescreated for skilled workers and specialists of
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higher and secondary qualification.When it comes to job reconstruction,
the number of workplacesthat will increase the skills requirements for
entry-level workers will be determined.

Indirect effect.The cumulative indirect effect is due to the
reinvestment of profits into the development of high-tech industries with
high-skilled labor demand; development of in-house training and
retraining systems; development of the educational sphere at the expense
of additional tax revenues to the budget; increasing the availability of
educational services through increasing the standard of living (reducing
the need for paid work for non-primary workers in the family and,
accordingly, the opportunity to continue education, increasing the
availability of paid educational services, the opportunity to go to study in
another city).

Reducing social tension in society, ensuring social stability.

Improving the social climate due to factors that increase the quality
of life of the population, as well as the possibility of occurrence of foci
of social tension is evaluated at a qualitative level.

Stage 4.Comparison of positive and negative effects manifested at
macro- and regional levels, conclusion of an integrated assessment of
social effect, conclusion about the degree of social efficiency of a
regional investment project.

In some cases, direct comparison of homogeneous indicators is
possible: creation of new workplacesand reduction of existing ones,
reduction of emissions of waste of one type and increase of another, etc.

But it is mostly about heterogeneous characteristics, such as job
cuts combined with higher wages in the remaining places. Therefore, it is
advisable to present the process of assessing effects in a formalized way:

— each type of effect is evaluated by three criteria: the direction of
action (positive — negative), the degree of expressiveness of the effect
(weak, moderate, significant) and the extent of population coverage;

— arating scale is introduced, for example, a weak effect covering
a small part of the population is estimated at 1 point, a significant effect
covering the majority of the population has 5 points (with a
corresponding sign);

— summaries of estimates for different types of effect and an
integrated assessment of social effect.

In situations where formalized methods cannot be applied,
qualitative evaluations should be used to compare different types of
effect.
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Stage 5. Comparison of social and economic efficiency of the
project, development of measures to neutralize negative social effects.

It should be noted that the social effect achieved in turn increases
the economic efficiency of the project.It has a manifestation in the
growth of the wages of the population, which leads to an increase in the
purchasing power of citizens.This increases the level of production of
goods and services, the number of poor people decreases, which leads to
a decrease in the state's expenditure on the maintenance of people
on lower incomes.

At the macro level, the development of human potential as a result
of improving the quality of life of the population is one of the factors for
ensuring economic growth and competitiveness of the
economy.Increasing the educational level and improving the health of
the population allow to meet the needs of the economy in skilled labor
force, possessing the knowledge and specialties required in modern
conditions, high mobility, ability to adapt quickly to intensive structural,
technological, information changes in the economy™.

Forms and instruments of assistance to investors from the state
authorities are the state support, financial and organizational
preferences, as well as means of reaching the interests of the subjects
of investment activity (public, group, private).Public investment
entities are investment funds and investment companies. Group
investment entities are enterprises and banking institutions engaged in
investment activities. Private investment entities are foreign and
domestic private investors.

Preferences are given to those investors the projects of which are
socially defined. A project is recognized as social, if its
implementation will contribute to the effective functioning of the social
sectors and achieve social impact.

Public Private Partnership (PPP) mechanism may be used to
effectively channel investments into the social development of the
state.It is a medium- or long-term institutional and organizational
alliance for the implementation of socially significant projects at all
levels in a wide range of activities based on the sharing of results and
risks between partners.

The signs of public private partnership are urgency, objectivity,
self-financing, equality, sharing of responsibilities, risks and

volska O.M. (2012). Derwavnogo uprvlinya sostialnim rozvitkom [Public administration of social
development]. Donetsk: VIK.
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outcomes.Forms of PPP are contractual relations, joint ventures, rent
and leasing, concessions, product sharing agreements, etc.

CONCLUSIONS

The most effective form of public private partnership aimed at the
social sector, which is suitable for institutional investors, is a
concession, among the features of which are: durability; finding the
object in the property of the grantor at any time of the transaction;
competitive procedure for determining a private partner; simultaneous
consideration of the interests of the public and private parties of the
partnership, as well as direct consumers of services.

The implementation of a public private partnership mechanism
through rent and leasing relationships often causes a conflict of
interest, since the property may be used by the recipient not for its
intended purpose.The rent cannot at the same time take into account
the interests of the public and private parties of the partnership, as
well as direct consumers of services.

However, in order for the PPP mechanism to function more
effectively, it 1s necessary to supplement the Law of Ukraine “On
Public Private Partnership” with a list of tax benefits for social
investors.

With sufficient long-term capital, institutional investors are able
to diversify their investment in low-risk social assets.At the same
time, they receive tax, legal, economic preferences from the state and
positive public opinion.Such activities will also help to raise the
standard of living of the population, increase human capital and
capacity for its reproduction.In turn, the PPP mechanism will make it
profitable, capable of generating income for both the private investor
and the state.It will help to transform the economic and organizational
mechanism of public administration of social modernization and
to build the Ukrainian innovative model of social modernization
of the state.

SUMMARY

The article deals with the theoretical principles of social investing.
A theoretical definition of the concepts of «social investment» and
«social investing» is provided.The main tasks of social investing and a
complex of actions are directed at achievement of social effect from
attraction of this kind of investments in the work.Social performance
indicators are used to assess the level of impact.There are also types of
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social effect: direct and indirect. The second part describes the stages of
the process of assessing the social impact of investing.There are five
main stages of assessment that will help to attract investment resources
to social infrastructure.
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