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BIATIOBIAHICTb MOAEAI ITOAOAAHHA BIAHOCTI HOBEAIBCBKHX AAYPEATIB AO YMOB
EKOHOMIYHOI CUTYAIII CYYJACHOI YKPAIHIN

The article highlights the issue of poverty and presents the main, internationally recognized definitions of
poverty. It was explained that despite the positive international assessment, Ukraine remains the poorest country
in Europe. It is determined that the concept of poverty is multifaceted and can also mean a state of mind that
each person borrows from their environment in the process of physical and intellectual development; from this,
it was concluded that reforms aimed at the availability and quality of social services would have the most long-
term and positive impact on living standards. The scientific works of the Nobel Laureates of 2019, who explored

practical ways fo overcome global poverty, are considered. Field experiments in education, health, and personal
finance were investigated. It was found that the biggest threat to modern Ukrainian business is staff shortages,
which is exacerbated by the global aging population, low birth rate. As fewer and fewer people can work due to
an aging population, which has a negative impact on the country's economy, many countries are actively
Implementing the practice of raising the retirement age. The Preston curve is studied, which shows the trend of
life expectancy on GDP per capita, and found that life expectancy depends significantly not only on the number
ofresources but also on the conditions of their spending, the competent distribution of finances by budget items.
The Nobel laureates focused on key areas of human capital development, such as education, health care, and
personal finance. The state of these industries in Ukraine has been studied and analyzed. It is these consolidated
budget items that have suffered the most considerable reductions in the last five years. Fall in GDP in the second
quarterof2020 Compared to the previous quarter, the decrease in the number of students, the increase in arrears
ofwages, the mismatch between nominal and real wages significantly negatively affect the deteriorating economic
situation and increasing poverty in the country. The conclusion is made in Ukraine'’s relevance of using the
model of overcoming poverty of Nobel laureates in the current economic conditions.

Y crarri BHCBITA€HO mHTaHHSI OIAHOCTI Ta HABEAEHI 0CHOBHI MI>KHaPOAHO BH3HAHI BUH3HAYE€HHSI OIAHOCTI.
IloscHeHo, o monpH MO3HTHBHY MIKHAaPOAHY OLIHKY, YKpaiHa 3aAHIId€eThCI HAHOIAHIIIOI0 KpaiHoro EBponu.
BuzHavyeHo, ijo MOHATTA OIAHOCTI 6ararorpaHHe H MOJKe TaKO K 03Ha4aTH CTaH MHCAEHHS, IKHH KOJKHa A I0OAH-
HAa 3amo3uyy€ y CBOro OTOY€HHS B Iporeci (pi3HIHO-IHTEAEKTYaAbHOTO PO3BHTKY; 3 IbOr0 3PD00AEHO BHCHOBOK,
o peghopmr, CIpsIMOBaHI Ha AOCTYIIHICTb Ta IKICTh COL[iaAbHHX MTOCAYT, OYAYTh MaTH HAHOIABII AOBIrOCTPOKO-
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BHH Ta IO3HTHBHHH BIAHB Ha PIBEHb XHTTI HACEAEHHS. Po3rassHyTO HayKOoBi poooru HoOeAIBChKHX Aaypearis
2019 poky, IKi AOCAIAKYBAAH IMIPAKTHYHI HIASIXH [TOAOAAHHSA TN 00aabHOI 6ipHOCTI. ByAo A0ocaipxeHO poooTH
Ha I[T0AbOBI eKCIEPpHMEHTH B IaAy3sX OCBITH, OXOPDOHH 3A0PO0B T Td 0COOHCTHX (PiHAHCIB. ByAo BuSIBAEHO, Hjo
HaHOIABIIOI0 3arpo30I0 Cy4acHOro YKpaiHcbKoro 0i3Hecy € HecTa4a KaApiB, IKa MOCHAIOETHCT Y€PE3 I100arbHe
CTapiHHS HaCeAeHHS " HU3bKHH PIBeHb HAPOAKYBAHOCTI. OCKIABKH Yepe3 CTapiHHSI HaCeAeHHS BCe MEHIIIE AK0-
A€H MOXKYTb IpayoBaTH, IIjO0 HeraTHBHO BILAHBA€ HA eKOHOMIKY KpaiHH, 0araro KpaiH aKk THBHO BIIPOBAA>KYIOTh
IIPaKTHKY ITIABHIEeHHS PIBHS IIEHCIHHOro BIKy. Aocaip xkeHo KpuBy IIpecTroHa, sKa MoKa3ye TeHAEHLI0 3aAeXK-
HOCTI 09IKYyBaHOI TPHBAAOCTI )KHTTA BiA BBIT Ha AFOAHHY, Ta BHSIBAEHO, IJO TPHBAAICTh XHTTSI AIOAHHH ICTOTHO
34AEe>KHTh He AHIIe BIA KINBKOCTI pecypciB, aie I BIA yMOB iX BUTPaYaHHS, IPAMOTHOIO PO3IIOAINY (PIHAHCIB 3a
crarramu 0roAxery. HobearIBcbKiAaypeaTH 3pOOHAH aKIJ€HT Y CBOIX AOCAIAKEHHAX Ha TaKI KAIOYOBIraaysi iz
PO3BHTKY NAFOACBKOI0 KaIITaAy SIK OCBITd, 0XOPOHAa 3A0POB I Td 0COOHCTI (PiHAHCH, CTaAH IKHX OYA10 AOCAIAKe-
HoO B YKpaini. Came nji cTarTi BHAATKIB 3BEAECHOI0 OI0AKETY 3a3HaAH HarOiAbIIHX CKOPOYEHb 3da OCTaHHI IT'ITh
PokiB. Ilaainag BBII y II kBapraai 2020 p. mopiBHAHO 3 IIOIIEPEAHIM KBAPTAAOM, 3HH KE€HHS KIABKOCTI 3A00y-
BayiB O0CBITH, 3pOCTaHHS CYyMH 3a00proBaHoOCTI 3 BHIIAAT 3apPO0OITHOI MAaTH, HEeBIAITOBIAHICTS HOMIHAABHOI Ta
PearbHOoi 3apoOITHHX TAaT — YHHHHKH, IKI 3HaYHOIO MIPOIO HETaTHBHO BIIAHBAIOTh HA ITOTIpIIEHHSI eKOHOMIY-
Hoi curyanii Ta miABuijeHHS PIBHS OIAHOCTI B KpaiHi. 3p00AeHO0 BHCHOBOK IOAO AKTYaAbHOCTI BHKOPHCTaHHA

MoAeAl MToA0AaHHS OipHOCTI H06eAIBCBKHX AaypPeariB y cy4aCHHX eKOHOMIYHHX YMOBax YKpaiHw.

Keywords: poverty, imbalance, disproportions, Nobel laureates.
Karo406i caoba: 610nicmy naceaenns, ducbaranc, ducnponopyii, noberibcvki raypeamu.

FORMULATION OF THE PROBLEM

Since the proclamation of Ukraine as an independent
state, the living standards of the population have increased
significantly. GDP rose from one to three thousand dollars,
inflation fell, [1]infant mortality fell to less than one percent.

Despite the positive developments, Ukraine still faces
many challenges: The protracted war, one of Europe's
lowest GDPs, and growing international debt. These aspects
have a strong negative impact on the welfare of the
population.

Three Nobel laureates in 2019 — Abhijit Banerjee,
Esther Duflo, and Michael Kremer [3] — suggested concrete
steps that emerging economies can take to overcome or
reduce poverty. Their works need to be studied in accor-
dance with Ukrainian realities.

ANALYSIS OF RECENT RESEARCH
AND PUBLICATIONS
Since the mid-1990s, the problem of poverty has been
considered in the works of such domestic scientists as
Libanova, Saenko, Revenko, Gnibidenko, Mandibury,
Paniotto.

THE PURPOSE OF THE ARTICLE
To analyze the level of poverty of the population of
Ukraine andxche appropriateness of using the mogel of Nobel
laureatesin the modern economy.

PRESENTING THE MAIN MATERIAL

The concept of poverty is rather vague and varies
depending on the time, country, region, people, and
ultimately on who is trying to define the concept. The
International Center for Poverty, led by the United Nations
Development Program, discusses four definitions of poverty
initsjournal Poverty in Focus [4]. The first is based on the
concept of income-poverty or its more general nature of
consumption-poverty. The second group — material
shortage. This definition includes a lack or insignificant
ownership of resources and a lack or low quality of a person's
assets, such as shelter, clothing, furniture, personal vehicles,
and so on. The third group can be described as the
deprivation of opportunities that we may or may not do,
who we may or may not be. The fourth J,efinition is more
complex and combines all previous definitions in the form

of flactors thatinextricably affect or mutually reinforce each
other.

The poverty rate, which is $ 5.50 US per day, is the
percentage of the population living on less than US $ 5.50
per day. Thisamount is considered the extreme poverty line
in the world. From 1992 to 2018, this figure for Ukraine fell
from 41.3% to 4% of the country's population living below
the poverty line [5]. The World %ank gvroup ranks Ukraine
among the countries with a poverty rate of 3% (2018) [6],
including the Maldives (2016), Israel (2016), Italy (2017),
Uruguay (2018), Latvia (2017), Malaysia (2015) and others.

The UN ranks Ukraine 88th out of 189 countries for
which the Human Development Index is calculated — a
consolidated indicator for measuring long-term progress on
three main parameters of human develgopment: long and
healthy life, access to knowledge, and a decent standard of
living, which puts the country in the category of the high
level of human development[7].

Despite the positive international assessment, Ukraine
lags far gehind other countries on the European continent.
According to the IMF report, Ukraine is the poorest
country in Europe, surpassing its "Competitor for the title"
— Moldova [8].

The concept of poverty is constantly evolving in
accordance with the development of the world and its trends.
There isno doubt that poverty is not just the calculation of
GDP, the level of the minimum wage or lack of access to
certain resources, the lack of which negatively affects the
situation and development of the individual. Poverty is a
state of mind that a person borrows from the socio-cultural
environment in the process of its development and growth.
In conclusion, it is safe to say that reforms aimed at the
availability and quality of social services — education and
health care — can have along-term impact on personal and
public living standards.

To combat Ukrainian poverty, we must study
international practices, borrow methods, and identify the
most effective steps. The main directions of development of
the state and society on the way to prosperity should be to
increase the level of education, medicine, financial stability,
and awareness of citizens.

The 2019 Nobel Prize winners showed how to solve the
problem of global poverty by breaking it down into a series
of smaller — but more precise — issues at the individual or
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group level. They responded to each of them with a specially
esigned field experiment. In just twenty years, this
approach has completely changed researchin an area known
as development economics. This new study now provides a
steady stream of concrete results, helping alleviate global
poverty [9].

The first study of the winners focused on the problems
of the education system. What changes can be made to
improve the level of education at the lowest cost? Children
from low-income countries often do not have access to
quality textbooks and good nutrition. Would the overall
school performance improve if these problems were solved?
Michael Kremer and his colleagues conducted a series of
field experiments to find answers to these and other
questions.

"Much attention in the world is paid to data that tells
only part of the story of peo?e's lives. For example, it is
becoming increasingly clear thatitisnot enough to simply
count how many children are in school: we also need to know
if they are learning something. Focusing on quality is
extremely important to promote sustainable progress in
human development, "said Selim Jahan, Director of the
UNDP Office of Human Development [10]. The main
obstacles identified by the Nobel laureates were the
inconsistency of the program and method of teaching with
the needs of students, the frivolous attitude of teachers to
the performance of their duties, and the low level of schools.
By addressing this, additional targeted work with the
weakest students is seen, which has a positive effect in the
medium term.

Another study in this area was to increase the moti-
vation of teachers by employing them on short-term
contracts. Teachers were more interested in better
teaching students since the test results would determine
whether their contract would be extended or not. Teachers
found new teaching methods and worked more with the
weakest students, which increased the average level of
knowledge recorded through tests. Thisnew experimental
study of education in low-income countries shows that
adapting learning to students' needs, rather than additional

—— LOESS
Y=A+B*(InX)""
Logarithmic (whole world)

GDP and life expectancy as of 2015

resources, has the most significant effect on improving the
situation.

The next branch was medicine. The main question was
whether the medicine should be paid for, and if so, how much
it should cost. With low wages, poor peogle are very
sensitive to changes in prices and are wary of recommen-
dations for investment in prevention measures. The study
found that 75 percent of parents gave their children
deworming and antiparasitic pills if they were free,
compared to 18 percent when the price was about one US
dollar. The low quality of medical services has also become
an obstacle for the population to take preventive measures.
The lack of doctors, the inaccessibi]i)ity of a number of
medical servicesin small towns and villages, and the constant
shortage of vaccines have been addressed through mobile
clinics. The level of vaccination in the villages has tripled —
18 to 6 percent, and when encouraged by giving a family a
bag oflentils after vaccinating children, the percentage rose
to 39.

The microcredit program did not have a significant
impact on improving the well-being of the popu?ation. A
slight positive impact on investment in existing small
businesses was found, and the effect on consumption or other
development indicators was almost zero.

A vaccination study found that 61% of children in many
poor countries remain partially immunized. The main
obstacles to this procedure were the inaccessibility of
assistance and the inadequate level of encouragement and
awareness of the population. However, another but less
obvious factor was the irrationality of the people. This
explanation may also be key to other observations that, at
least at first, seem difficult to understand.

Onesuch observationis that many people are reluctant
to use modern technology. In a field experiment, Duflo and
Kremer investigated why smallholders — especially in sub-
Saharan Africa — do not use relatively simple innovations
such as fertilizer, although they can provide great benefits.
Today's focus does not aﬁow people to see the prospects of
investing in newer inventions, which could significantly
improve the productivity of enterprises.
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In policy matters, the limited ratio-
nality of people can be a key factor in many
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Table 1. Expenditures of the consolidated budget of Ukraine by functional

classification,% of GDP

issues. For example, temporary subsidies
have more advantages than permanent ones

because they encourage people to make
decisions here and now and invest in their

businesses. This is exactly what Duflo and
Kremer's study found: temporary subsidies
had amuch greater impact on fertilizer use

than permanent subsidies.
As adeveloping economy, Ukraine has

a similar list of problems with the countries
listed in the study, so ways to solve them

canbe borrowed.
According to the results of the second

annual survey of KPMG in Ukraine 2019

CEO Outlook, the greatest threat to
business growth in Ukraine for the second
year in a row remains the risk associated

with the lack of qualified Opersonnel. This
opinion is shared by 29% of company

executives[11].
The main reason can be considered the

aging population of Ukraine and the world
as awhole. Over the past 60 years, the birth

rate has almost halved: in the 1960s, it was
5 children per woman, now it is 2.4 children

per woman. In Ukraine, this figure in 2016
was 1.5 children per woman [13]. An aging

population means that fewer and fewer
people are able to work, leading to declining

productivity and, as a result, reducing
economic growth. As the older generation

of workers is actively retiring, and the
replacement of the younger age is insuffici-

ent, most states are raising the retirement
age and focusing on improving health care.
In 1975,Samuel Preston developed the

Preston curve: the horizontal axis marked

GDP per capita, the vertical — life
expectancy. The curve shows a clear but

gradually declining trend towards an
increase in life expectancy with an increase
in GDP. In essence, this is a trend that is

Indicator 2012)2013[2014(2015/2016 (20172018 (20192020
Expenses 34,9 |134,8 33,0 [34,2 |35,1 |35,4 |35,1 35,9 132,9
National functions (without debt service)(2,1 2,0 [1,7 |1,6 |1,6 [1,9 |2,1 [2,2 |2,
Public debt service L8 (2,3 3,1 (43 4,0 [3,7 |3,3 |3,6 |32
Defense 1,0 11,0 |L,7 2,6 [2)5 |2,5 [2,7 |2,6 |27
Public order, security and the judiciary [2,6 2,7 2,8 2,8 [3,0 [3,0 |3,3 [3,5 |3,6
Economic activity 44 13,5 (2,7 [2,8 2,8 |34 [4,0 |43 |44
- agriculture, forestry and fisheries 0,5 |05 |04 |03 |0,2 |04 |04 |04 |04
- coal industry 09 |1,0 {o,6 |o,1 (0,1 |o,1 [O,1 f[O,1 0,1
- road management L1 |11 1,1 |14 1,1 |14 1,7 |1,7 |2,0
Environmental protection 0,4 |04 (02 |03 (0,3 |02 (0,2 ]0,3 [0,3
Housing and communal services 1,4 105 |1,1 (0,8 0,7 |0,5 0,9 |0,8 ]0,7
Healthcare 4,1 142 3,6 [3,6 |32 [34 |33 |32 |29
Spiritual and physical development 1,0 109 0,9 (0,8 |0,7 |08 ]0,8 |0,8 ]0,8
Education 72 (7,3 163 |57 |54 |60 |59 |62 |56
Social protection and social security 8,9 110,018,7 |[8,9 ]10,819,6 |8,7 |8,3 |7,0
- transfers to the Pension Fund - 57 |44 |48 16,0 |4,5 |42 |45 |3.8
- housing subsidies - 0,1 |o,1 (0,7 |1,6 |22 |20 |14 |1,0
Net loans provided by the state 0,3 0,0 (0,3 |0,2 (0,1 |o,1 (0,1 |O,1 [O,1
Budget balance -3,6 |44 |45 |-1,6 [-2,3 |-1,4 |-1,9 [-3,2 |-2,1

manifested when comparing life expectancy
(LE) and gross domestic product (GDP).

The Preston curve retlects at least three circumstances:

1) Life expectancy increases with increasing resources
available for life;

2) Life expectancy cannot grow indefinitely, no matter
how many resources are allocated for it, so as GNP
increases, life expectancy slows down;

3) taking into account the scatter of points around
the Preston curve, it turns out that life expec-
tancy depends significantly not only on the
resources available to support life but af;o on the
conditions of their consumption; in addition to

reduced by the following items: health care, education,
social protection and social security [19].

Real gross domestic product (GDP) in the second
quarter 052020 compared to the previous quarter gtakin
into account the seasonal factorg) decreased by 9.9% an
compared to the second quarter 0of2019. — at 11.4%. Nominal
GDP amounted to UAH 867.8 billion, and GDP per capita
amounted to UAH 20,744.

natural, the distribution is considered by diffe- 2
rent budgetitems (health care, defense spending,
investmelpthin devellopment) and by iffe{ent 0

roups of the population (property inequality, _
%ity/gillage) [1p4—pl7]. The(rpelal[jionghip ‘t?etweeyn ?
GDP and Life expectancy as of 2015 is shown in -4
Figure 1[18].

In their research, Nobel laureates looked at key 6
areas of human capital development, such as g
education, healthcare, and personal finance. The

uestion arises: what is the situation in Ukraine with -10
these industries? 12

In the draft law on Ukraine's state budget for ~

2020, these public funding areas have undergone the _j4

largest reductions compared to previous years.
Expenditures of the consolidated budget of Ukraine
by functional classification,% of GDP, have been

2016 I quarter

T

II quarter

IIT quarter

IV quarter
2017 I quarter
II quarter

III quarter

IV quarter
2018 I quarter
IT quarter

III quarter

IV quarter
2019 I quarter
II quarter

III quarter

IV quarter

2020

II quarter

Figure 2. Change in real GDP (in% to the corresponding quarter

of the previous year)
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Table 2. Number of students in higher education institutions by sources of funding for their education

Colleges, technical schools Universities, academies, institutes Total

2010/11{2015/16]2018/1912019/20(2010/11 |2015/16/2018/1912019/20(2010/11 |2015/16|2018/19{2019/20
Number of students -
total, persons 351444 |230110 |199926 |173585 |2066667 |1375160 |1322324 |1266121 [2418111 |1605270 | 1522250 | 1439 706
including studying at the
expense of
state budget 127 825(82 793 127010 |10307 |798 571 |649 225|570 043|534 967 (926 396 |732 018|597 053 | 545 274
local budgets 76520 (64724 |105177)109 68414486 |14722 |12834 [10926 [91006 |79446 [118011[120610
legal entities 250 716 25 132 8374 [9520 16850 2935 |8624 10236 |6875 3067
individuals 146 849 |81877 67714 |53462 1245236701 693 732597 |717293 |1392085|783 570 |800311 |770 755
The proportion of students
(%) who learn at the
expense of
state budget 36,3 36,0 13,5 59 38,6 47,2 43,1 42,3 38,3 45,6 39,2 37,9
local budgets 21,8 28,1 52,6 63,2 0,7 1,1 1,0 0,9 3.8 4,9 7,7 8,4
legal entities 0,1 0,3 0,0 0,1 0,4 0,7 0,5 0,2 0,4 0,6 0,5 0,2
individuals 41,8 35,6 339 30,8 60,3 51,0 55,4 56,6 57,5 48,9 52,6 53,5

Table 2 shows thatin all educational institutions of the
country, the number of students is declining sharply. In the
coming years, the aggravation of the problem of the
shortage of qualified personnel in Ukraine will be a very
expected phenomenon.

The personal finances of the population also underwent
significant reductions. As we can see, in ten years, the
country has not only not lost the tendency to arrears of
wages but also significantly exceeded the initial data.

Ifin 2010 as of January the amount of arrears of wages
in the country as a whole amounted to 1390.8 million
hryvnias, in September 2020, the arrears increased to 3421.4
million hryvnias without taking into account part of the
occupied territories in Donetsk and Luhansk regions. Given
the unstable political and economic situation in Ukraine,
late payment of wages can be a decisive factor in exacer-
bating the personal crisis, which has adverse consequences
for the whole country (Fig. 3).

4000
3500
3000
2500
2000
1333

1500

1089,1 0124
1000 88,8 755

500

0

The main component of household income is wages, the
amount of which directly affects the socio-economic
development of the country and largely determines the
standard of living of its citizens. The growth rates of nominal
and real wages remain very low against the background of
inflation (Table 3).

From table 3, we see that the nominal wage does not
correspond to the real wage during the study period. The
discrepancy between nominal and real wages has a negative
impact on living standards. Today we see t%lat wagesdo not
perform their basic functions, namely — most workers can
not provide adequate living conditions [22].

CONCLUSIONS
Reduction of consolidated budget expenditures on
health care, social protection, and social security, fall in real
gross product, reduction in the number of students in higher
education institutions, increase in arrears of wages, the

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Figure 3. Amount of wage arrears by country in September of each year [20]
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Table 3. Growth/decrease rates of nominal and real wages

(%) [21]
Nominal salary Real salary
p;;)vti}cl)is gzz:ﬁgg g} p;;:)vti}(l)is gzcczgll};; :)Of
year the previous year the previous
year year
2010]117,6 117.9 110,2 110,5
2011)117,7 116,2 108,7 111,0
2012]114,8 110,5 1144 111,1
20131079 107,2 108,2 106,7
2014]106,0 1104 93,5 86,4
2015]120,5 1304 79,8 90,1
2016(123,6 123,8 109,0 111,6
2017]137,1 1355 119,1 118,9
2018]124,8 120,5 112,5 109,7
20191184 116,0 109,8 111,3

mismatch between nominal and real wages — all these are
factors in the falling level of economy and development of
Ukraine.

The winners of the Nobel Prize in Economics in 2019
were Abhijit Banerjee, Esther Duflo, and Michael Kremer
for "an experimental approach to combating global
poverty" [3]. Through field experiments, they identified
steps that could be taken in poor countries to improve living
standards in education, medicine, and personal finance.

It is safe to say that, of course, the use of the Nobel
laureate model in Ukraine will have a positive impact. Still,
the problem will not be fully resolved because it is very
multifaceted and requires a comprehensive approach, the
work of government officials and the public. This scientific
work can be presented to public activists as recommen-
dations on areas of work and ways to implement them, but
in no case as a scientific basis for legislative processes, the
lack of which is so detrimental to the national economy.
Therefore, recommendations should be developed for
government officials that can be used in the development of
regulations.
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