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Labour compensation as a socio-economic category
and the main source of income of the population
of Ukraine

Scientific problem. On the one hand, labour
compensation as a socio-economic category is
the main source of cash income of employees,
that is why its value largely reflects the level of
welfare of all members of society. On the other
hand, its organization engages employees to
improve efficiency, and therefore directly af-
fects the rate and the extent of socio-economic
development of Ukraine.

Wage is the most effective tool of activating
human capital and the use of labour potential.
Herewith, the use of existing qualification and
creative potential of employees has to be com-
pletely dependent on scientific validity and se-
lection of methods of linking wages with quali-
fications, the content of work, the result of
work and the conditions in which it is carried
out.

To date, the suggested approaches in organi-
zation of labour compensation of employees are
not fully processed; therefore there is a need for
further study of labour compensation as a so-
cio-economic category and the main source of
income of the population of Ukraine.

Analysis of recent researches and publica-
tions. Organization of labour compensation is
one of the most acute problems of employment
relations. Not only level of labour compensa-
tion of employees largely depends on its opti-
mal solution, but also it depends on the results
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of economic activity of the company in general
as well. Therefore, different aspects of organi-
zation of labour compensation of employees of
industrial sectors, forms of ownership and sub-
ordination have been studied by such scientists
as [. Bondar, M. Volgin, Yu. Fokin, E. Libano-
va, A. Chukhno, R. Yakovlev., H. Yaroshenko
etc. The writings of these scientists studied or-
ganization of labour compensation of employ-
ees of industrial and public sectors, administra-
tive structures of state authorities, including
changes in the system of organization of labour
compensation and financial incentives of these
categories.

The objective of the article is to study la-
bour compensation as a socio-economic catego-
ry and the main source of income of the popula-
tion of Ukraine.

Statement of the main results of the study.
Wage is the most important socio-economic
category, which is the main source of forming
cash income of employees in market economy.
Expressing relationships between different ob-
jects of market economy, it also is a form of
distribution according to work and the price of
labor power. Its average size countrywide is
determined by the level of economic and social
development of society. The higher the latter,
the higher wage rates and thus, higher its gen-
eral level. [1, p. 263].

On the whole in Ukraine during the years
2010-2015 the average monthly wage of a regu-
lar employee increased by 86.4%, with the
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largest increase in wage over the given period
in Donetsk (by 95.4%), Volyn (94.5%), Cher-

nihiv (by 92.6%), Zaporizhia (by 92%) regions
and in Kyiv (by 96.2%).

Table 1
Dynamics of average monthly wage of a regular employee by regions, UAH
2015 y.in
Region 2010y. | 2011y. 2012y. | 2013y. | 2014y. | 2015y. | %t02010
y.
Ukraine 2250 2 648 3041 3282 3480 4195 186,4
Vinnytsia 1782 2074 2432 2 651 2810 3396 190,6
Volyn 1692 1994 2339 2580 2721 3291 194,5
Dnipropetrovsk 2369 2790 3138 3336 3641 4366 184,3
Donetsk 2 549 3063 3496 3755 3 858 4980 1954
Zhytomyr 1785 2071 2369 2 561 2763 3271 183,2
Zakarpattia 1 846 2 069 2351 2 553 2744 3381 183,2
Zaporizhia 2187 2 607 2927 3142 3432 4200 192,0
Ivano-Frankivsk 1927 2213 2539 2679 2 875 3402 176,5
Kyiv 2295 2761 3157 3351 3489 4153 181,0
Kirovohrad 1815 2114 2 428 2 608 2789 3282 180,8
Luhansk 2271 2742 3090 3337 3377 3427 150,9
Lviv 1941 2 244 2578 2789 2961 3646 187,8
Mykolaiv 2122 2 448 2 822 3094 3344 3984 187,7
Odesa 2 046 2387 2700 2947 3129 3897 190,5
Poltava 2102 2481 2 850 2988 3179 3783 180,0
Rivne 1960 2211 2575 2 844 3033 3573 1823
Sumy 1 866 2177 2503 2702 2877 3449 184.,4
Ternopil 1 659 1871 2185 2359 2527 2994 180,5
Kharkiv 2 060 2 407 2753 2975 3143 3697 179,5
Kherson 1733 1970 2269 2 464 2617 3123 180,2
Khmelnitsk 1786 2075 2425 2 641 2 878 3371 188,7
Cherkasy 1 835 2 155 2508 2 682 2 829 3360 183,1
Chernivtsi 1772 1 985 2329 2484 2578 3050 172,1
Chernihiv 1711 1974 2308 2 504 2 690 3295 192,6
The city Kyiv 3431 4012 4 607 5007 5376 6732 196,2

Source: Statistical Yearbook. (2016). Labor of Ukraine in 2015. Kyiv: State Statistics Service, 135-145. (in Ukr.).

Significantly lower increase of level of la-
bour compensation compared with the average
level countrywide during the given period was
observed in Kirovohrad (by 80.8%), Ternopil
(by 80.5%), Kherson (by 80.2%), Poltava (by
80%), Kharkiv (by 79.5%), Ivano-Frankivsk
(76.5%), Chernivtsi (by 72.1%) and Luhansk
(by 50.9%) regions.

The current stage of the economic crisis in
Ukraine requires new approaches to the for-
mation of the labour compensation system,
which has to become one of the main financial
incentives for increasing productivity and man-
agement efficiency. Thus, indicators of living
standards show that baseless interregional and
inter-industry wage differentiation increases

(Table 2).

Table 2
Dynamics of average monthly salary staff employee by economic activity, UAH
2015y.
Economic activity 2010y.| 2011 y.| 2012y.| 2013 y.| 2014y.| 2015 y. htlﬂof)

2010p.
Total 2250 | 2648 | 3041 | 3282 | 3480 | 4195 | 1864
Agriculture, forestry and fishery 1467 1852 | 209%4 ; 222 3309 | 225,6
of which agriculture 1422 1786 | 2024 | 2269 | 2476 | 3140 | 220,8
Industry 2578 | 3119 | 3497 | 3774 | 3988 | 4789 | 1858
Building 1777 | 2294 | 2543 | 2727 | 2860 | 3551 199,8

ExoHomika AlK, 2017, Ne 6

81



Table continued. 2

Wholesale and retail trade; repair of motor ve- 1898 | 2371 2739 | 3049 | 3439 | 4692 | 2472
hicles and motorcycles

Transport, storage, postal and courier activities 2648 | 306l 3405 | 3582 | 3768 | 4653 175,7
Information and telecommunications 3185 3705 4360 4 659 5176 7111 2232
Financial and insurance activities 4 695 5433 6077 6326 7020 8 603 183,2
Real estate activities 1864 | 2184 | 2384 | 2786 | 3090 | 3659 | 196,3
Professional, scientific and technical activities 2914 3575 4287 4505 5290 6736 231,2
Activities in administrative and support services | 1826 | 2162 | 2298 | 2546 | 2601 3114 170,5
Pub'hc’admlmstratlon and defense; compulsory 2735 | 3049 | 3432 | 3719 | 3817 | 4381 160.2
social insurance

Education 1884 | 2077 | 2532 | 2696 | 2745 | 3132 166,2
Health care and social assistance 1616 1762 2186 2351 2441 2 829 175,1
Arts, sports, entertainment and recreation 2129 2394 3017 3343 3626 4134 194,2
Providing other services 1742 | 2062 | 2601 2738 | 336l 3634 | 208,6

Source: Statistical Yearbook. (2016). Labor of Ukraine in 2015. Kyiv: State Statistics Service, 135-145. (in Ukr.).

Data of Office for National Statistics show
that for the years 2010-2015 the average
monthly wage of a regular employee in Ukraine
has increased more than twofold in such sectors
as agriculture; wholesale and retail trade; repair
of motor vehicles and motorcycles; information
and telecommunications; professional, scien-
tific and technical activities.

The smallest growth of wage is marked in
sectors: activities in administrative and support
services; public administration and defense;
compulsory social insurance; education; health
care and social assistance.

Keeping traditional approaches to staff as
"cheap resource", insufficient development of
corporate strategies for innovation activities,
including employee development hinders not
only social but also economic progress of en-
terprises [3].

At determining ways of reforming the sys-
tem of labour compensation it is necessary to
consider negative aspects of this situation first
of all. Current systems of labour compensation
have a number of drawbacks. The main draw-
back is that a wage is poorly connected with the
end results of work, and often is not connected
with them at all, the results of work are collec-
tive while labour compensation — individual. To
overcome this drawback, it is necessary to ei-
ther individualize results or collectivize system
of labour compensation. The first way is ex-
cluded as it is technically impossible to separate
results from their collective character.

Regarding system of labour compensation
the following drawbacks can be distinguished:
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v' wage increase is not connected with the
increase in efficiency;

v’ current system is
collaboration;

v' system of labour compensation is not
flexible enough [4, p. 433-436].

Current systems are not focused on collabo-
ration, imply a certain separation of employees
and first and foremost, managed and managers.

In contrast to Ukraine, the major goals in
terms of motivation for the management policy
of companies in Germany are: strengthening
the sense of community of the employees,
training workers in the spirit of partnership; es-
tablishing direct informal contacts, encouraging
improving individual skills of employees, initi-
ative, creative principles, correspondence be-
tween the objectives of employees to company
goals.

Labour compensation as one of the im-
portant elements of production expresses the
main and immediate interest of employees, em-
ployers and the state. Search of a mutually ben-
eficial mechanism of implementing and pre-
serving the interests of all three parties is one of
the basic conditions for economic development
and is the subject of function of management of
labour and compensation, reconciliation of
nominal wage and actual.

Actual wage largely depends on the level of
prices for goods and services and inflation.
Thus, according to official data of National Sta-
tistics Committee, rate of inflation in Ukraine
mm 2015 amounted to 143.3%, in 2016 —
112.4%.

not focused on
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Table 3

Rates of growth of nominal and actual wage in Ukraine

Years Rate of Nominal wage Actual age
inflation, % UAN % before the previous year % before the previous year
2010 109,1 2 249,62 117,6 110,2
2011 104,6 2 647,50 117,7 108,7
2012 99,8 3 040,73 114,9 114,4
2013 100,5 3282,13 107,9 108,2
2014 124,9 3 480,19 106,0 93,5
2015 143,3 4 194,57 120,5 79,8

Source: Statistical Yearbook. (2016). Labor of Ukraine in 2015. Kyiv: State Statistics Service, 135-145. (in Ukr.).

Note. Represented index of nominal and ac-
tual wage for the year 2010 is calculated on the
basis of comparable population. Data for the
year 2015 are presented without the part of An-
ti-Terrorist Operation Zone.

Represented data indicate that although
nominal wage is growing in Ukraine, growth
rate of actual wage in the years 2010-2012 is
much lower, and in the years 2014-2015 a sig-
nificant decline in the level of actual wage is
noticed, caused primarily by growth of the rate
of inflation. Thus, we can say that since 2014
purchasing power of the population has been
reducing.

Low wages, delayed payment have negative
impact on the attitude of employees to their di-
rect duties and are one of the reasons of forced
secondary employment. Therefore, goals and
ways of reforming wage system are providing
every labour person with the conditions to
maintain living standards by their work; ensur-
ing implementation of reproductive, regulating
and stimulating functions of wages [5].

Currently, it is necessary to consider the fea-
sibility of a social package at the enterprises,
that will enable managers to quickly balance
the needs of the individual employee with the
strategic goals of the enterprise. It is necessary
to introduce a comprehensive assessment of the
motivation of employees, which will help to
evaluate a motivational part of the enterprise, to
determine the significance of motivational lev-
els of employees to enhance productivity and to
improve the competitive position of enterprises
[6, p. 87].

The issues of organization of labour com-
pensation occupy one of leading positions in
social and economic policy of the country. In a
market economy the practical implementation
of measures to improve labour compensation
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should be based on respect of a number of prin-
ciples which must be based on the law of the
reimbursement of reproducing the labor power
and on the law of value.

The main role in matters of increasing in-
come of enterprises is related to the role of la-
bour body. To increase income of enterprises, it
1s necessary to create a corresponding working
group responsible for carrying out the neces-
sary measures. Expediency of forming a cen-
tralized fund of encouraging the enterprise, cre-
ating the system of incentives for workers arise
[7, p. 87].

In economic system which is based on vari-
ous forms of ownership, the mechanism of la-
bour compensation is based on the following
components: state regulation of labour compen-
sation; contractual regulation; market setting
wage rate; mechanism of determining individu-
al wage in the enterprise.

Law of Ukraine "On amendments to some
legislative acts of Ukraine" of 6™ December,
2016 No. 1774-VIII (Law number 1774) set out
a new version of the definition of "minimum
wage". Thus, the minimum wage is the statuto-
ry minimum wage for a fulfilled by an employ-
ee monthly (hourly) working standard. The
minimum wage is set at the same time in
monthly and hourly amounts [8].

Until now, the minimum wage was defined
as wage for simple unqualified labour, below
which no payment could be effected. From 1%
January 2017 definition of the minimum wage
does not have reference to unqualified labour.
Thus, the value of qualified labour compensa-
tion is decreasing, which can be made equiva-
lent to unqualified labour. Labour compensa-
tion rate of an employee is determined at the
discretion of the manager of the enterprise, but
not less than the minimum. From 1% January,
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2017 the minimum monthly wage is 3200
UAN. (Law on State Budget 2017 of 21 De-
cember, 2016 number 1801-VIII) [9].

For comparison, in the US for the past 10
years the dominant system wage system for
employee is the system based on a qualification
level of an employee. The prominent idea of
this system is that the salaries and wages of
employees increase depending on personal
skills, the number of tasks, the quality of their
performance. In addition, companies use the
system of increasing salaries for engineers for
the growth of professional skills. It is used by
American corporations for employees of tech-
nological innovation, design and research de-
partments that affect the level of technology,
innovation, scientific and technological devel-
opment and competitiveness enterprises. Along
with fixed salary, there is also an award on the
principles of partial participation of workers in
the profits of the company based on their own
individual skills and work experience.

Teron I.V. notes in his writings that today
Ukraine is characterized by low employment
effectiveness; imperfection and erosion of ex-
isting institutions, their discord with objectives
and requirements of modernization of socio-
labour relations; imbalances between demand
and supply of labour power; deformation of
standards of labour behaviour, social and pro-
fessional orientation of much of the population
who less see legitimate productive labour as a
source of welfare [10].

Today, when the difficult economic situation
makes it difficult to ensure high labour com-
pensation in enterprises, particular importance
should be given to non-material incentives.

Given all the drawbacks of labour compen-
sation it is necessary to define ways of over-
coming the wage crisis. Renewing wage as ac-
tually effective economic category of market
economy, renewing its basic functions are nec-
essary [11].

Development of ways of increasing wage
based on the implementation of motivational
and incentive mechanisms of the formation and
distribution should be based on the maximum

involvement to increasing efficiency of existing
human resources of the enterprise, which will
help to save financial resources used to pay to
third-party companies; application of more
flexible forms of labour compensation which
objectively reflect the effort of the employee;
establishing the most appropriate system of la-
bour compensation for each category of the
staff; choosing efficient forms of financial in-
centives of employees by the criteria as well as
by their achievement of relevant indicators of
financial and economic activity; substantiation
of formation and distribution of compensation
share of labour compensation fund based on
incentive value increase of a base wage; maxi-
mum approach of a wage to the quality of man-
ufactured products at all stages of the produc-
tion process; raising the level of "transparency"
of the process of encouraging employees for
saving of available resources of the enterprise
on the basis of improving the collective-
contractual regulation [12].

Conclusions. Based on the abovementioned
we can conclude that to solve the problem of
actual wage increase the following issues are of
great importance: changing the type of eco-
nomic system; the maximum possible reduction
of shadow economy; development of market
relations and creation of a healthy competitive
environment; optimization of the cost structure
of production; easing the tax burden; growth of
labour efficiency and capital. Further refor-
mation of labour compensation should be or-
ganically combined with the overall process of
market transformation, especially in tax, mone-
tary, financial systems, social protection sector,
with further stabilization of the national curren-
cy, realization of administrative reform.

Thus, growth of actual wage in the current
conditions of economic transformation requires
a complex approach to solve this complex prob-
lem — simultaneous reforming of forms and sys-
tems of labour compensation, investment and
innovation, fiscal, monetary systems, pricing,
incomes policy and employment of the popula-
tion.
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HoesuHu AMK

Hacinns ykpaiHchbKoOi cesieKIlii Ma€ BUIITH HA HOBi pUHKH

YV 4epBHI TOTOYHOTO POKY MpoitioB Mixuapoauuii Jlens mons «CydacHi COPTH 3€PHOBHUX KYJIBTYp MH-
JEMOHCTPALIHHNUX MOJIIB 03UMHUX Ta SIPUX 3€PHOBUX KYJIBTYP.

3axin OyB mpoBeeHuit Ha 0a3i MupoHiBcbKkoro iHCTUTYTY TmeHuni iM. B.M. Pemecna HAAH 3a yuacri
3acTynHuKa MiHiCTpa arpapHoi MOJITHKY Ta NPo0BoibcTBA YKpainu Osnenu KoBankoBoi, 3acTynHuKa rojo-
By KomiTeTy 3 muTaHp arpapHoi MOJITHKU Ta 3eMelbHUX BigHOcHH BepxoBnoi Paam Ykpainm Onexcanyupa
Bakymenka, [Ipesunenra HAAH fpocnasa ['ag3ana, HapogHUX IemyTaTiB, IHO3EMHUX JeJeTallii, mpeacTaB-
HUKIB OpraHiB BUKOHABYOI BJIa/I PI3HOTO PiBHS, HAYKOBIIIB Ta TPOMaJICHKOCTI.

«Taxi mogii, six Jens [Tons B MupoHiBchkoMy iHCTHTYTI 3 MoHaR 100-pidHOIO iCTOPi€r0, TOBOIUTH BaXK-
JIMBICTH TICHOTO CIIBPOOITHUIITBA HAYKOBIIIB 3 PEATBHUM CEKTOPOM €KOHOMiKH. HOBI COPTH MOPOKY MOTIOB-
HIOIOTH JlepkaBHUH PeecTp COPTIB POCIHH, MPUAATHUX IO MOMHPEeHHS B Ykpainu. Ceprudikamis HaCIHHA
3riziHo 3 BUMoramu €C 3Ha4HO PO3IIUPUTH PUHKH 30yTy HACIHHSI YKpaTHCHKOI cesleKii», — 3a3Haqmia Onena
KoBasboBa 3a pe3ysibraTaMu OIIISIAY JIEMOHCTPAIiHHUX MOJIIB.

3actynHuk MiHicTpa BUCIOBMIJIA CIIOJIBAHHS, 1110 YKPAiHChKI COPTH MIIEHUI KOPHUCTYBATUMYTHCSI BUCO-
KHMM TIONWTOM Ha 30BHIIIHIX PUHKax 3a YMOBM BHKOHAaHHS MIKHApPOJHUX BUMOT 10 cepThdikamii HaciHHS.
«IIponec ceprudikarii moBHOO Miporo Bianosigae BuMoram €C, mpo mo cBiguaTh 3BITH €BPONEHCHKOTO
ayJMTy, IO MPpOoXoJuB B YKpaiHi y uepBHi 2015 poky. Ouikyerbest odiniiine miarsepokenns [lapnamenty
€C 1010 BU3HAHHSA €KBIBaJICHTHOCTI CHCTEMH CepTH]iKarlii HaciHH», — moBigomma Onena KoBamsoBa.

ITixg wac MixkxaapoaHoro J{HA TONS YYACHUKH TaKOX MAJX 3MOTY O3HAHOMHUTHCS 3 BUCTABKOIO CLIBIOCII-
TEXHIKH, eKCITO3UINISIMA BITUM3HIHUX 1 3apyOiKHUX KOMITaHil (HaciHHS, 3aCO0M 3aXUCTy POCIHH, MiHIOOpH-
Ba, CTUMYJISITOPH POCTY TOIIIO).

Jl06ioK060:

Muponiecokuii incmumym nwenuyi imeni B.M. Pemecna Hayionanonoi akademii agpaprux nayk Yxpainu
— YV uucni nposioHUX HAYKOBO-OOCHIOHUX CENeKYIUHUX YCMAHO8 Kpainu 3 6azamoio nonao 100-piunoro
icmopiero.

Hayxosuii npodykm incmumymy — ye copmu 3epHO8UX KYabmyp: 03umoi i Apoi m’axoi nwenuyi, apoi
meepooi nueHuYi, 03umMo2o i Apo2o sumeHro, o3umozo mpumuxaie. Ha 2017 pik 0o Peecmpy eéneceno 83 mu-
poHiscvki copmu. [lepawcagrne copmogunpodysants Yxpainu npoxooams we 39 copmie 3eprosux. Mupomisce-
KI nueHuyi, Aumeni ma mpumuxaie ycniuno sunpobosyromoca 6 Yeopwuni ma Monooai.

IIvec-crvorcoa Minaepononimuxu Ykpainu
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