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STATE MANAGEMENT OF IMPORT DEPENDENCY AND STATE’S ECONOMIC SECURITY ENSURING: NEW APPROACHES TO EVALUATING AND STRATEGIZING

Abstract: The need to improve public administration of import dependency was characterized (on the example of Ukraine) and the signs of its influence and interconnection with ensuring the state’s economic security are characterized. The methodological sequence of import dependency evaluation is substantiated. Using Hotelling’s method of transformation (the method of principal components), the multiplicative form is presented and the integral index of import dependency of the country’s economy is calculated. Harrington’s interval scale is used to summarize the results of the integral evaluation of import dependency. The results of the evaluation have confirmed the high level of import dependency of the Ukrainian economy and clear tendencies for its strengthening, which is critically threatening to the country’s economic security. Using the tool of multivariate dynamic regression modeling, a statistically significant correlation between the level of import dependency and the country’s economic security is established. The economic and mathematical descriptive model of state management of the state’s economic security is formed, which is embedded in a methodical approach to strategizing the state policy of import substitution. The purpose of the state management of import substitution, the parameters of ensuring the country’s economic security agreed with it, the strategic priorities of the state policy of import substitution and the indicators of their implementation are determined.	Comment by useR: This is the introduction sentences. You should put forward strictly what is the method you used in your study concisely.	Comment by useR: This is the introduction sentences. You should put forward strictly what are the result of your study concisely.

Keywords: import dependency; state policy of import substitution; methodology of evaluation and strategizing; state’s economic security




International Journal for Quality Research x(x) x–x
ISSN 1800-6450 

[image: zaglavlje 1]
[image: zaglavlje 2]



 	Corresponding author: Ruslan Lupak
	Email: economist_555@ukr.net

R. Lupak, T. Vasyltsiv, M. Kunytska-Iliash

1. Introduction

In order to ensure the economy’s development and achieve the necessary level of the state’s economic security there must be prerequisites that allow these tasks to be fulfilled. Obviously, this is the proper efficiency of the use of natural resources, the formation of a healthy competitive environment, the high investment attractiveness and innovation of production, the improvement of citizens’ social security, and the development of a national economic complex with a rational relationship between all the areas of social reproduction: production, distribution and consumption.
Non-progressive economies are objectively incapable of ensuring competitiveness, maintaining stability and sustainability, as it is difficult to achieve optimal ratios in the areas of production and consumption of goods (services) as the technological development of the world economy is rapid. In such circumstances, their external dependency on basic groups of goods (services), technological developments, energy resources, etc., becomes apparent. Herewith, this tendency is accelerated when structural changes and institutional reforms in the economy are low-functioning, non-systemic and have no comprehensive impact.
The saturation of the market with imported products testifies to the curtailment of the investment and consumer demand for products of domestic manufacturing, narrowing of the country’s industrial potential and technological development, other negative tendencies that occur in states unable to independently cover the demand of the population and enterprises in the domestic market. 
Thus, the signs of import dependency become apparent when in the country there are low-efficient processes of import substitution with goods of domestic production of the same quality and price characteristics, with a slow growth of domestic industrial production, and an increase in negative foreign trade balance.
When in the domestic market, business entities are unable to compete with importers, import substitution is one of the important factors and tools for regulating economic development. It should be taken into consideration that an effective state policy of import substitution can not only restore production competitiveness, but also generate powerful potential for future prospects of the economic development, enhance its export potential and strengthen the state’s economic security.

2. Literature review

Written works on economics do not have one approach to define the generalizing level of the state import dependency and its economic security because the phenomena and tendencies which determine it vary, and their significance on the branch or spatial and territorial scale is different. Therefore a various number of indicators are used. According to the results of their calculations, conclusions about the level of the state import dependency and its influence on the state economic security can be made.
Vlasiuk, Ilyash, Olszewski, Osinska & Voloshyn (2016), Liu & Rosell (2013) maintain that the investigation of the domestic market and the dependence of its development on import should be conducted using situational analysis. It should be noted that import dependency is a dynamic phenomenon and its assessment should use a number of variants. Thus its results can help build a model of conceptual steps to solve such problem within the country and on other hierarchical management levels. 
Semiv & Semiv (2017), Kolomiyets & Popadynets (2016) share this point of view and consider that using the method of scenario analysis and processing enables us to detect facts of maintaining unjustified high level of the economy openness according to import, which in future makes it possible to rationally determine the priorities of the development of the domestic market and stimulating import replacement.
Advocates of exact calculations while assessing domestic and regional tendencies in the development of market relations and the degree of imported commodities (services) penetration, namely Günçavd & Ülengin (2017), Felbermayr, Jungc & Larchc (2015), suggest using the method of mathematical modeling. They stress that the results of such method can be the basis for investigating the state and tendencies of import dependency according to any approach.
It goes without saying that solving the problem of import dependency is a lengthy process. That is why it is relevant to use methods which enable us to formulate objective conclusions about the state of the domestic market, the prospects of its secure development, etc. It is essential to set the limit values of indicators, which make it possible to do certain assessment. It is about using the method of optimization. Ramanarayanan (2020), Ilyash, Dzhadan & Ostasz (2018), Cook & Watson (2011) claim that the choice and the number of indicators to assess import dependency are often unsystematic, and it hinders obtaining reliable results. 
Panukhnyk, Popadynets & Fedotova (2019), Kasahara & Lapham (2013), Roy & Saggi (2012) prove that using situational modeling explains complicated, non-linear dependencies and the solution of the dimension problem. Such characteristics are typical of the state and tendencies of import dependency and, therefore need analytical research and exact prognosis.
A number of scientists support using the multidimensional statistical analysis to assess import dependency. They believe it has no subjective characteristics and can precisely determine the tendencies of import dependency increase. Havlovska, Pokotylova, Korpan, Rudnichenko & Sokyrnyk (2019), Simeon, Masudul & Manitra (2017) stress normative approval of the procedures for statistical analysis software, which eradicates different and inaccurate treatment of separate aspects of import dependency. 
It is known that using only available statistical quantitative information is not enough to assess import dependency. That is why we need to employ the procedure of synthesis of plurality of its characteristics (criteria). Therefore we prove the relevance of the import dependency integral coefficient calculation, which is done on the basis of separate indicators characterizing the volume of domestic production, export, import, domestic consumption and foreign economic activity using modern approaches to economic mathematical modeling of the state economic security. Thus it is possible to give a complex characteristic of the import dependency problem as well as determine a number of strategic steps of the state import replacement policy.
Nowadays there is a negative influence of import dependency on providing and maintaining parameters of the state economic security. Reaching its critical value, it can lead to complete ousting of whole branch sectors of the national economy from the market, which is an important argument for forming and realizing state policy of import replacement.
Shevchuk, Synchak, Zaverbnyj & Baranetska (2019), Rodrigues (2010) claim that the state economic security is a multi-factor category which characterizes the ability of the national economy for advanced reproduction aimed at satisfying the needs of its own population on a given level and resisting destabilizing action of the factors which threaten its stable balanced development; providing solvency of the national economy within the world economy system. 
Blaum, Lelarge & Peters (2019), Dana (2013) view state economic security as a system of economic relations, which is based on the mechanism of sequencing economic interests of business entities. This enables them to settle economic conflicts with the least loss and provide independence, stability, development, adaptability and inertia of the national economy in its interaction with domestic and foreign environment. 
Vlasyuk (2016) regards state economic security as the ability of the national economy to provide free, independent development and maintain the stability of the civil society and its institutions, adequate defense potential under any unfavorable conditions and scenarios; the ability of the state to protect national economic interests from foreign and domestic threats. 
Varnaliy, Onishchenko & Masliy (2016) underline that state economic security must be provided first and foremost with the development of the economy itself, but not only with market mechanisms of self-regulation. 
The experience of economically developed countries proves that the dependence on import commodities can be temporary. The state, with the help of effective import replacement policy, can succeed in producing the commodities necessary for the market and become an exporter country. That is why within the research of import dependency and its influence on the state economic security we need to concentrate attention on the general factors which caused such state of the national economy and research the domestic market tendencies according to them. It adds to the practical value of using integral methodologies based on the representation of separate situations.
3. Methodological approach

In the economic literature there is a wide arsenal of methodological approaches to the study of complex economic phenomena, including import dependency, using various indicators, the calculation results of which form conclusions about the level and structural characteristics of import dependency.
However, there is a detachment of methodological approaches to evaluating import dependency on, firstly, relationships and the extent of its impact on the parameters of the state’s economic security and, secondly, the formation of an effective process of strategizing the state policy of import substitution and strengthening the country’s economic security. Therefore, a more qualitative methodical sequence looks like as in Figure 1.
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General characteristic of the state and trends of import dependency
Comparison of export and import volumes, representation of the import penetration extent and the dynamics of the domestic market saturation with products (services) of imports, determination of the level of domestic consumption of imports
Integral evaluation of import dependency
Formation of a set of evaluation indexes, calculation of absolute values of the system of indicators and their normalization, determination of weighted coefficients of each indicator (construction of a correlation matrix, separation of principal components and calculation of factor loadings, identification of principal components) and calculation of an integral index
Analysis of the impact of import dependency on the country’s economic security
Establishing the availability of a statistically significant correlation between the indexes of import dependency and the state’s economic security, regression analysis of the influence of import dependency parameters on the state and dynamics of the integral index of the country’s economic security
Strategic design of the state policy of import substitution
Determination of the strategic goal of the state policy of import substitution in accordance with which the parameters of strategizing of ensuring the state’s economic security and according to each one strategic objectives of the policy and indicators of assessing their solution are chosen



















Figure 1. Methodical sequence of the evaluation of import dependency, its impact on the state’s economic security and strategizing the import substitution state management
(Source: own processing)


Mostly, while evaluating import dependency the following coefficients are used: import and export coverage, import quota, the GDP lead over import, and others, the values and characteristics of which serve as the basis for the analysis and formation of an information and analytical base in the field of the state policy of import substitution (Blaum, Lelarge, & Peters, 2019; Simeon, Masudul, & Manitra, 2017; Ramanarayanan, 2017).
For the purpose of the integral estimation of the economy’s import dependency, it is offered to use the methodology, which consists in: the application of the multiplicative form of an integral index, which characterizes the studied dependencies by non-linear relations, which are more inherent in economic processes and phenomena along with simpler linear ones; the possibility of simultaneous normalization and integral evaluation of indicators and their thresholds values; the formalized substantiation of weighted coefficients.
According to this methodological approach, the integral index of import dependency (IID) is calculated as follows:



 						(1)

where zi is the normalized values of і-indicators; ai is the weighted coefficients of і-indicators; n is the number of indicators.

The procedure of the normalization of indicators of the economy’s import dependency can be carried out in two ways, in particular according to formula (2) the normalization is caused by the indicators’ divergence (stimulants, de-stimulants).



 								(2)

where xi is the actual values of і-indicators; xmax, xmin are maximum and minimum of the actual indicators’ values; S is a set of values of the indicators that are stimulants; D is a set of values of the indicators that are de-stimulants.

According to another method, the normalized values of the indicators of the economy’s import dependency are calculated as follows:



 			(3)









where ,  are t-threshold h-upper and l-lower value of the indicator (it is recommended not to cross); ,  are o-optimal max-maximum and min-minimum value of the indicator; , are v-limit h-upper and l-lower value of the indicator;  is the coefficient of the standardization of regression dependencies ().

An important element of the analysis methodology is the justification of indicators’ weighted coefficients and their groups. Expert evaluations are often used to determine weighted coefficients, in particular, the method of paired comparisons, which are largely subjective as they are based on experts’ partial intuitive assumption on the development of the phenomena under study without their specific formalization. Therefore, it is advisable to determine the significance (weight) of the indicators of the economy’s import dependency using Hotelling’s method of transformation (the method of orthogonal projection or principal components), which eliminates excessive subjectivism.
In the orthogonal model of principal components, the relationship between primary features and components is described by the following relationship:
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,									(4)

where yi is the standardized values of i-component with single dispersions (total dispersion is equal to the number of features m); ci is the contribution of i-component to the total dispersion of the set of indicators; Kі is the value of i-component, which is defined as follows:


,									(5)

where di is factor loadings; ni is input data.
In turn, the weighted coefficients of the indicators (ai) are determined by the formula:


,									(6)


The application of the method of principal components also requires centering (formula (7)) or normalization (formula (8)) of the offered set of indicators, since the magnitudes of their dispersions depend significantly on the scale of measuring the economy’s import dependency:


,								(7)



where  is the projection of centered i-indicator in their total G-set;  is the actual values of i-indicators.

,							(8)

where Rі is the normalized value of i-indicator.

In particular, using these methodological provisions, the weighted coefficients of the indicators of the integral index of Ukraine’s import dependency are calculated (Table 1).


Table 1. Weighted coefficients of the indicators of the integral index of the import dependency of Ukraine’s economy (Source: own research results)
	Indicators
	Significance (weight) coefficient

	Share of imports in domestic consumption
	0.202

	Import quota
	0.114

	Coefficient of the GDP lead over imports
	0.095

	Share of goods manufactured in the territory of Ukraine in the structure of retail trade turnover of enterprises
	0.206

	Share of the sale of goods of Ukrainian production in the structure of wholesale turnover of wholesale trade enterprises
	0.179

	Coefficient of export coverage of the import of goods and services
	0.123

	Growth rate of the import of goods and services in national currency (by chain approach)
	0.081




In order to interpret the results of integral evaluation of the economy’s import dependency, it is advisable to use Harrington’s scale, which consists of five interval estimates of the value of an integral indicator (Table 2).


Table 2. Harrington’s interval scale to interpret the values of the integral index of import dependency (Source: own research results)
	Integral levels of import dependency
	Intervals of numerical values of the integral index of import dependency
	Characteristics of import dependency

	Very high
	0.80-1.00
	Systematic penetration of significant volumes of imports into all aspects of the domestic market, critical increase in the competitiveness and demand for imported products (services)

	High
	0.63-0.80
	

	Moderate
	0.37-0.63
	Increasing the import volume and insufficiently considered national policy of supporting domestic production

	Low
	0.20-0.37
	Changes in structural characteristics of domestic consumption, production, distribution and circulation of goods in favor of imports

	Very low
	0.00-0.20
	




4. Conducting research and results

4.1.  Characteristic of the status and trends of Ukraine’s import dependency

For Ukraine’s economy, the strengthening of import dependency is a modern, clearly marked trend that emerged immediately after proclaiming independence and establishing market relations. The negative point is that the situation is worsening every year, especially in those industries where there are all the prerequisites for the growth in domestic production similar to imports (Havlovska, Pokotylova, Korpan, Rudnichenko, & Sokyrnyk, 2019; Vasyltsiv, Lupak, & Osadchuk, 2017; Varnaliy, Onishchenko, & Masliy, 2016).
In Ukraine, there is the situation when flows of imported goods without any obstacles and counteractions enter the domestic market. Moreover, the increase in import dependency is exacerbated by the aggravation of the military-political situation inside the country, the reduction of foreign direct investment, the shadowing of the business environment, and the deformation of population consumer needs. It is worth mentioning the high energy intensity of production processes, the depreciated state of fixed assets, the deterioration of innovation and technological potential, the inefficient use of budget funds that are directed to support the economy’s sectors (Semiv, & Semiv, 2017; Kolomiyets, & Popadynets, 2016; Vlasiuk, 2016).
In 2005–2018, the share of Ukrainian goods sales decreased from 70.5% to 53.2% (by 17.3), the average annual growth rate of imports was 17.8% and exceeded the growth rate of Ukrainian goods sale, the share of imports in domestic consumption exceeded 50.0%, the share of imports in the GDP in some periods reached 60.0%, the exports covered the imports on average by no more than 90.0% annually, and the lead of imports over exports was more than 3.0% (State Statistics Service of Ukraine, 2020) (Table 3).


Table 3. Absolute values of the indicators of Ukraine’s import dependency in 2005, 2008-2018 (Source: own research results)
	Indicators
	Years
	Absolute deviations, ±

	
	2005	Comment by useR: Why you do not show the data of 2006 and 2007? There is no explanation obaout it.
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2018 / 2005
	2018 / 2017

	Share of imports in domestic consumption, %
	58.1
	57.9
	54.1
	58.9
	65.7
	60.6
	55.2
	57.5
	62.8
	61.4
	62.3
	62.9
	4.8
	0.6

	Import quota, %
	50.6
	54.9
	48.1
	53.7
	60.6
	57.2
	52.9
	52.1
	54.5
	56.2
	57.1
	57.7
	7.1
	0.6

	Coefficient of the GDP lead over imports
	1.10
	0.92
	1.14
	0.90
	0.89
	1.06
	1.08
	1.02
	0.96
	0.97
	0.95
	0.96
	-0.15
	0.01

	Share of goods manufactured in the territory of Ukraine in the structure of retail trade turnover of enterprises, %
	70.5
	63.1
	67.4
	64.3
	61.9
	58.9
	57.2
	57.8
	58.1
	55.8
	52.3
	53.2
	-17.3
	0.9

	Share of the sale of goods of Ukrainian production in the structure of wholesale trade turnover of enterprises, %
	71.8
	65.6
	66.8
	66.5
	63.9
	58.9
	54.3
	48.5
	46.9
	44.6
	43.7
	42.0
	-29.8
	-1.7

	Coefficient of export coverage of the import of goods and services
	1.03
	0.86
	0.97
	0.95
	0.93
	0.90
	0.90
	1.06
	1.09
	1.01
	0.87
	0.83
	-0.20
	-0.04

	Growth rate of the import of goods and services in national currency (by chain approach), %
	115.8
	142.9
	84.3
	132.4
	135.8
	105.7
	96.6
	102.6
	131.1
	123.7
	115.1
	122.1
	6.3
	7.0



At the present stage of the development of the Ukrainian economy, there is the situation where the influence of factors stimulating an increase in the imports of goods has strengthened (in particular, the domestic market capacity has expanded (in 2018 compared to the corresponding period of the previous year, the retail and wholesale turnover of the enterprises increased by 5.6% and 3.3% respectively), real incomes of the population have increased (by 12.5%), production and trade and distribution infrastructures are developing, the chances of goods to enter the internal system of goods and services turnover are improving, while the economic and administrative system of its counteraction including the tools of formation and use of the domestic production capacity, the implementation of the national strategy to ensure production technological competitiveness, the adaption of international practices combating the shadow economy is not formed yet.
Despite the positive economic trends, Ukrainian producers are still unable to win the competition and to fully meet population consumer needs, although they have sufficient production potential. This is confirmed by a faster growth of the domestic market capacity compared to the volume of the economic activity of Ukrainian producers, which leads to a further increase in the share of goods manufactured outside Ukraine in the structure of retail turnover (up to more than 50.0%). Therefore, there are reasons to affirm the prerequisites for maintaining the tendency to increase the negative surplus of foreign trade balance and stable formation of an import-dependent consumer model of the economy (Panukhnyk, Popadynets, & Fedotova, 2019; Shevchuk, Synchak, Zaverbnyj, & Baranetska, 2019).

4.2. Discussing the elasticity of Ukraine’s import dependency and economic security relations: empirical characteristics

The problem of import dependency of the Ukrainian economy has become one of the factors of weakening of its economic security, the parameters of which at the present stage of the country’s socio-economic development are not high and continue to worsen.
During 2010-2018 there was an unsatisfactory level of the integral index of the state’s economic security (Figure 2). Herewith, the coefficient of determination between the indexes of import dependency and the state’s economic security was 0.7645, which indicates that there was a close connection between them. 
The lower values of import substitution parameters with the higher value of economic security indicators and vice versa are clearly observed. Obviously, the prerequisites for such a state of affairs were caused by the ill-considered openness policy, which was implemented at the post-transformational stage of the development of the state’s national economy, the reduction in the competitiveness of domestic producers and their products, the population business activity, as well as the institutional support for basic economic activity entities.
The value of the integral index of Ukraine’s economic security is influenced by a significant number of qualitative and quantitative factors, the impact of which is estimated using statistical methods. Herewith, the tools of multifactor dynamic regression modeling, in particular, dynamic balance cross-sectional regression for the regions of Ukraine during 2010-2018, were used to identify the factors of influence on the level of the state’s economic security (dependent variable), which allows forming a large-scale general sample (3,024 observations). The indexes of import dependency of Ukraine’s regions were selected as independent variables. 	Comment by useR: Cross section or time series?
The results of determining the regression dependency of economic security and import dependency are statistically significant, as evidenced by the relevant indicators (correlation coefficient is 0.8962; the adjusted coefficient of determination is 0.7989; Fisher F-test F (5.144) is 10.775; p < 0.0000; the indicator of the statistical error level is 10.220).


* integral index of the state’s economic security is calculated according to the offered methodological scheme for the integral evaluation of import dependency;Indicators of the integral index of the economic security *
 share of the available population income in GRP (0.145) **;  share of local budget deficit (surplus) in GRP (0.138);  labor productivity of the employed population (0.168);  level of the economy’s openness (0.119);  capital investment per capita (0.172);  share of the innovative products sold in the total industrial output (0.166);  calorie content of the population daily diet (per capita) (0.092)
R2 = 0,7645

** coefficients of the significance (weight) of the indicators of the integral index of the state’s economic security

Figure 2. Graphical interpretation of the integral indexes of import dependency and Ukraine’s economic security in 2010-2018 (Source: own processing)


It is established that the factors that have a positive impact on the economic security strengthening are the coefficient of the GDP lead over imports (regression coefficient is 0.3602), the share of goods manufactured in the territory of Ukraine in the structure of retail trade turnover of enterprises (0.3509) and the share of the sale of goods of Ukrainian production in the structure of wholesale trade turnover of enterprises (0.1277) (Table 4).
The inverse proportional relationship is attributed to the factors such as the share of imports in domestic consumption (-0.2201), the import quota (-0.195) and the growth rate of an increase in the imports of goods (-0.1406). This is due to the fact that the aggressive expansion of imports caused the deformation of the Ukrainian manufacturing sector and export potential. In some years, the imports exceeded half of the country’s GDP. It is obvious that a further increase in the imports share in domestic consumption will only increase threats to Ukraine’s economic security. 
The results of analyzing the relationship between economic security and the coefficient of export coverage of imports are of applied significance. In particular, with an increase in the export coverage ratio of imports of 1.0%, the level of economic security decreases by 0.18%. This situation can be explained by the fact that maintaining a high export orientation of Ukrainian producers in the conditions of insufficient realization of potential in the domestic market frees up a significant niche for import expansion. At the same time, national producers manufacture a significant amount of output for exports with low added value, so the value of the export coverage ratio of imports in physical volumes remains at a very high level. Herewith, in the domestic market, consumer demand generates needs for high added value goods that are satisfied by importers.

Table 4. Information on the results of the regression analysis of the impact of import dependency indicators on Ukraine’s economic security in 2010-2018 (Source: own research results)
	Factors
	Characteristics of the analysis results

	
	Beta
	Std. Err.
	B
	Std.Err.
	t(144)
	p-level

	Free member
	-
	-
	84.3571
	9.2916
	9.0789
	0.0000

	Share of imports in domestic consumption, %
	-0.2201
	0.0870
	0.0892
	0.0337
	2.6441
	0.0091

	Import quota, %
	-0.1954
	0.0747
	0.0791
	0.0280
	2.0531
	0.0055

	Coefficient of the GDP lead over imports, %
	0.3602
	0.0955
	-0.1461
	0.1017
	-2.7821
	0.0003

	Share of goods manufactured in the territory of Ukraine in the structure of retail trade turnover of enterprises, %
	0.3509
	0.0904
	-0.6047
	0.1603
	-3.7723
	0.0002

	Share of the sale of goods of Ukrainian production in the structure of wholesale trade turnover of enterprises, %
	0.1207
	0.1004
	-0.0762
	0.0616
	-1.2368
	0.0021

	Coefficient of export coverage of the import of goods and services, %
	-0.1807
	0.1007
	0.0241
	0.0135
	1.7837
	0.0766

	Growth rate of the import of goods and services in national currency (by chain approach), %
	-0.1406
	0.0836
	0.0519
	0.0298
	1.7429
	0.0834




4.3. Strategic guidelines for the import substitution state management and ensuring the country’s economic security

A close link between the problems of Ukraine’s import dependency and economic security leads to the conclusion about the benefits and need for coordinated government policymaking in these two areas. The systemic impact of the import substitution policy on strengthening the state’s economic security is ensured by the coordination of the strategic priorities of import substitution with the basic parameters of economic security according to the descriptive model:


SDIM = ↑ K + Ѳ SM + ↑ IRM + ⋃ CRE + ⇔ LDM,				(9)

where SDIM is the country’s economic security; K is the volumes of economic activity and capital; SM is the main structural characteristics of the economy’s functioning; IRM is a measure of penetration of innovations and innovative development of the stages of public reproduction of the economy (production, distribution, exchange, consumption); СRE is the quality of the formed competitive and regulatory environment; LDM is the level of differentiation of the development of economic sectors, their infrastructure and resources.


It is undoubted that the main efforts of public authorities in ensuring the state’s economic security should be directed to the successful implementation of the import substitution policy through the relevant state strategic programming documents. At the same time, the goal of the state import substitution policy in Ukraine is to determine the reduction of the economy’s dependency on imports due to competitiveness strengthening and an increase in the demand for goods (works, services) of Ukrainian production, production capacity building and realization of the country’s investment and innovation potential (Figure 3).

4.4. Tendencies of institutional changes and structural reforms in the context of the implementation of the import substitution public administration

Achieving the strategic goal and objectives of the import substitution state policy in Ukraine implies the realization of agreed institutional and structural measures, taking into account regional and sectoral special features.



Parameters for ensuring the country’s economic security 
Strategic priorities of the import substitution state policy:
Indicators of the implementation of strategic priorities
Strategic goal of the import substitution state management policy:
Decrease of the economy’s dependency on import due to competitiveness strengthening and an increase in the demand for goods (products, services) of domestic production, production capacity building and realization of innovative potential
 volumes of retail and wholesale turnover of goods (products, services) of domestic production per unit of population and resources;
 number of trade objects with specialization on the sale of goods of domestic production;
 volumes of tangible and intangible assets of domestic enterprises;
 share of investments in the value of fixed assets of domestic entities in the economy’s real sector 








Expansion of the domestic market capacity due to the consumption of domestic and high-quality competitive goods (products, services). Formation of investment support for technical and technological modernization of domestic production


Expanded reproduction of the volumes of economic activity and capital in economy’s basic sectors







Formation of optimal structural relationships in the segments of production and sales of goods (products, services) in the domestic market
Rational relations of key structural characteristics of the economy’s functioning
 share of the sales of consumer goods produced in Ukraine;
 share of sold innovative products of domestic production;
 share of the sales of goods that are regional (local) brands or trademarks;
 share of the sales of products by domestic small business entities






Ensuring high innovation activity in the economy’s real sector
Innovative development of the stages of social reproduction (production, distribution, exchange, consumption)
number and share of domestic enterprises implementing innovations;
 share of the sales of high-added-value domestic innovative and technological products;
 share of domestic goods in the product range of retail chains;
 share of the cost of innovation in the cost price of domestic products;
 share of high-quality and safe goods of domestic production in the total volume of commodity consumption










Formation of a quality business environment in the domestic market
Compliance with basic conditions of the competitive and regulatory environment
 qualitative characteristics of labor and cost capacity of licensing, permitting and approval procedures for the opening of production;
 number and volumes of activities of integrated and cluster structures;
 availability and volumes of investment at investment sites






Implementation of the potential of import substitution in strengthening the spatial and structural competitiveness of territories and segments of the economy
Balancing the domestic market segments, their infrastructure and resource guarantee
Differentiation in the domestic market development by regions, in urban and rural settlements in relation to:
volumes of domestic goods consumption (products, services) per capita;
 number of trade objects per capita;
 volume of retail area per capita;
 characteristics of consumer goods markets (quantity, specialization, retail outlets (area))








Figure 3. Characteristics of the strategy of the implementation of import substitution management policy and ensuring the country’s economic security (Source: own processing)

In the direction of institutional changes, it is necessary to improve the regulatory and methodological basis, introduce spatial and territorial strategic planning and programming, improve institutional and organizational principles for the implementation of the import substitution regional policy; in the sectoral aspect, a state policy should concern the improvement of the institutional support and promotion of the development of infrastructure networks for the development of enterprises of high-tech industries, the promotion of institutional and organizational development of vertically-functional integration of enterprises in the fields of production and trade, the guarantee of cross-sectoral and inter-sectoral cooperation, the development of the system of institutions for promoting and popularization of the products of economy’s basic industries.
Structural reforms should focus on increasing the number and expansion of the market share of retail outlets for the sale of locally produced goods, streamlining of the spatial and specific structure, and improving the system of resource guarantee of import substitution production, ensuring the goods movement of import flows only through legal and organized trade outlets, increasing the share of high- added-value-innovative and technological products, the improvement of inter-functional coordination parameters and the interaction between producers of import substituting goods and business entities of the intermediary infrastructure. 
In the process of institutional and structural reforms in the planning and implementation of the import substitution state policy, it is important to take into account external factors and tendencies, which are caused by the modern reorientation and change of the strategic vector of foreign economic relations (to European integration). In the short and medium term, this necessitates both the need to be prepared for the competition by Ukrainian enterprises with more competitive external entities in the more open domestic market and the expansion of the competition “field” to the European space.

5. Conclusion

There are a sufficient number of methodological approaches to assessing the economy’s import dependency. Mainly, the coefficients of export coverage of imports, the import quota, the GDP lead over imports and others are used. Their analysis is the informational and analytical basis of the formation of the import substitution state policy. However, the available methodological approaches are inconsistent with the evaluation of the relations and extent of the impact of import dependency on the country’s economic security parameters, and it is not a sufficient information and analytical basis to form an effective process of strategizing the import substitution state policy and strengthening the country’s economic security.
The results of the integrated evaluation of the import dependency of the Ukrainian economy indicate its critically high level. At the same time, there is a significant impact of import dependency on the state’s economic security (the coefficient of determination between the integral indexes was 0.7645). This is because in the economy of Ukraine economic tools to counteract the expansion of imports are not introduced, but, instead, the influence of factors that stimulate a further increase in import dependency increases. The high import dependency is caused by insufficient state regulation in this area.
In view of this, the strategic priorities of the import substitution state policy concern: the expansion of the domestic market capacity by consuming competitive Ukrainian goods, and the formation of investment support for technical and technological modernization of the Ukrainian production; the formation of optimal structural relationships in the segments of production and marketing of goods; ensuring high innovation activity in the economy’s real sector; forming a quality business environment; the realization of the potential of import substitution in strengthening the spatial and structural competitiveness of territories and segments of the economy.
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