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TARGET FUNCTION OF UKRAINE'S ECONOMY
AS A SYSTEM IN A CHANGING VUCA - WORLD

The analysis of approaches to the definition of the target function of the Ukrainian economy
as a system in the changing VUCA — world has been carried out. The main target function
is defined as ensuring, at least, the survival of society in interaction with the external
environment, realized by ensuring the reproduction of material goods, labor resources and
production relations. It is proved that the economic system, by definition, is an open system
whose type is determined depending on the quantity and quality of incoming and outgoing
flows. The system of “closed type” is limited to incoming and outgoing flows formed by
the environment and the processes of production, distribution, exchange, and consumption
of material goods. The system of “open type” assumes the presence of a greater number of
flows “input — output”, formed in the process of integration of Ukraine into the world
economic space.
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1. INTRODUCTION

The target function, by definition, is a mathematical expression of the goal of optimal
control of a complex system, formalized in the form of a control quality functional. The
target function together with the constraints imposed on the values characterizing the state
of the system form a mathematical model of the control problem to be solved. Optimal in
the process of control the solution of the problem delivers the extremum of the target
function — minimizes or maximizes (depending on the meaning of the problem) the
expression of the target function. The solution is provided by appropriate selection of
values of controlled variables, which in a real system are specific physical quantities
characterizing production and economic processes. The search for an optimal solution is
usually very difficult. The presence of constraints makes it impossible to find the extremum
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of the target function using the classical method with the use of derivatives. The choice of
a particular method is determined by the type of the target function and constraints.

2. LITERATURE REVIEW

For many years now, organizations have been using change management to tackle
necessary changes: This means changing processes, structures and cultures or even
fundamentally transforming the entire company. The Gabler Business Dictionary defines
change management as: “Ongoing adaptation of corporate strategies and structures to
changing conditions”.

However, given the fast pace of today’s world, the demand for change management has
increased dramatically. Conditions for people, companies and the economy are changing
ever faster: technical innovations are coming onto the market at ever shorter intervals, the
complexity of the world is becoming greater and more confusing, and globalization is
increasing networking and intercultural cooperation.

Added to this are the demographic changes that are transforming the labor market,
economic crises, and rapidly changing competition. There is always new territory to
explore; the world is changing rapidly.

We cannot foresee today what changes we will face tomorrow. This unpredictability
that characterizes our time has a name: VUCA.

The relevance of specifying the target function of the economy of Ukraine as a system
in the changing VUCA — world is determined by the multi-criteriality of assessing the
effectiveness of economic processes and the diversity of interests of their participants,
which come into conflict at the stages of crisis development of society.

Identification of fundamental goals of functioning of economic systems allows to form
an objective basis for their management, the dominance of which over subjective factors
determines the long-term and sustainable ability to fulfill the functions inherent in them
from nature.

Ukrainian and foreign scientists, among which should be noted (Ambrose Gavin, 2022;
(Efimenko, 2022; Dolgalova, Yeshchenko, Fasolko, Mykhalchenko, Udovychenko, 2020;
Zhalilo, 2019; Zabolotskyi, 2024).

3. METHODOLOGY

Goal setting — determination of mutually agreed characteristics of desired and
potentially realizable for a specified period results of economic system functioning. Goal
setting for economic systems of different levels of organization is based on the general
objectives of the economy as a functional sphere of life activity of society.

Goal setting arises wherever there is a problem, i.e., a discrepancy between the desired
and the actual. Thus, the dialectic of objective and subjective is the basis of goal-setting
activity of an individual, collectives and society. This feature of goal setting of social
systems, consisting in the possibility for each of its elements to have its own set of goals
of different orientation, determines the multiplicity of approaches to the formulation of the
target function in various spheres of society, including the economy.

When managing economic systems of different levels of organization, the definition of
the target function is a priority task, as it allows not only to assess the effectiveness of this
process, but also to coordinate the actions of its participants in a single direction, which is
especially important for systems, the element of which is a person.
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Theoretical and empirical methods: analysis, synthesis, generalization, comparison.

Purpose of the article: Given the variety of approaches to the definition of the target
function of the Ukrainian economy as a system in the changing VUCA — world, the purpose
of this publication is to analyze them and identify the approach that best reflects the essence
of the managed object.

4. RESULTS

Effective management requires the fulfillment of objective conditions, such as the
presence of the management goal and the presence of the criterion of management
effectiveness (Hays, 2021).

The management goal is understood as a set of values of quantitative or qualitative
characteristics that determine the required state of the control object (CO). If the goal is
unknown, control has no sense, and the change of states turns into aimless wandering.

The goal is represented by the point to which the system should be transferred from the
existing state, or by the trajectory of the control object transfer to the required state in the
form of, for example, additive convolution:

Fmax =)a,y, (1)

i=1

restricted
Dby <, ®)
i=1

where:
y; — i-th characteristic of the system,;
a; — importance (weight) of the i-th characteristic;
b; — resource consumption to maintain the i-th characteristic in the required state;
¢ — total amount of resources.

Presence of the criterion of management efficiency. The generalizing criterion of
management effectiveness is the degree of achieving the goal of system functioning. In
addition to the degree of goal achievement, the quality of management can be assessed by
private criteria: the degree of compliance of control actions with the required states of
(CO), the quality of decisions, the accuracy of management (Ambrose Gavin, 2022).

One of the most common approaches to the formulation of the goal of functioning of
the Ukrainian economy as a system in the changing VUCA — world, is the orientation to
human existence and satisfaction of human needs: primary and secondary, individual,
collective.

Thus, within the framework of political economy it is stated that from the point of view
of production as such, man is not only its subject, but also its goal. The social product,
having passed through distribution and exchange, completes its way in consumption.
Without consumption, any production is meaningless. And this means that the satisfaction
of human needs, human development is the natural destination of social production.

In this case, we are talking about social production in general, without regard to its
socio-economic form. In addition to the ultimate purpose of social production, as such,
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there is its direct purpose, inherent in each, historically determined mode of production. It
arises from the property relations prevailing in this or that social system (Werker, 2020).

According to the study by O. Dolgaleva, there is an objective and subjective aspect of
goal setting in the economic system. Based on the multivariable of the realization of the
main goal of society, the multivariable of the criterion of its effectiveness is possible.
Nevertheless, the value system in the form of value orientation of the management system
(state macroeconomic regulation) is the main generator of assessments of the significance
of the realization of one or another goal, i.e., it is a criterion one.

The global target function of social production and the criterion of efficiency of its
management system is the quality of life. The specificity of the criterion of efficiency of
social production and macroeconomic regulation mechanism for the given conditions of
the country is its compliance with this target function, i.e., such a system of state regulation
of the economy, which provides the fastest realization of the target function, can be
considered effective (Dolgaleva, 2018).

Y. A. Zhalilo gives an economic interpretation of the basic goal of any organization —
the subject of strategy. This goal is to ensure the continuity and integrity of the existence
of the organization as a system. In the economic system, this existence is ensured through
the continuous functioning of the organization in the system of production relations that
ensure its continuous reproduction (Zhalilo, 2019).

Karl Marx returns political economy to the analysis of reproduction not only in
monetary, but also in the natural equivalent. In his complex socio-economic analysis of
social production, it is presented both as a prerequisite for the existence of mankind and as
a system-forming factor of the conditions of its existence, changing depending on specific
historical conditions. In “Capital” reproduction is considered as a single process:
reproduction of material goods, the reproduction of labor power, reproduction of
production relations.

However, the assumption of the target function of the economy exclusively as
reproduction without reservations and limitations is currently actively debated. Thus, until
the middle of the 20th century, natural resources, which constitute the means of human life,
were abstractly assumed to be limited (the factor of rarity), but in principle inexhaustible.
At present, the “simple reproduction” (and, even more so, depletion) of natural goods
comes into conflict with the increasing needs of the continuing population growth.

Nevertheless, expanded reproduction is still presented in economic theories and
economic models as a “norm”, as a synonym of progress. This situation has led to the fact
that the inviolability of the paradigm of economic growth, especially realized on an
extensive basis, is questioned (Dolgalova, Yeshchenko, Fasolko, Mykhalchenko,
Udovychenko, 2020).

Within the framework of the political-economic aspect of the analysis of the criterion
of efficiency of state regulation of the economy as a system in the changing VUCA — world,
two stages are distinguished: the problem statement (definition of the target function) and
the mechanism of its realization. Consequently, the criterion of efficiency combines two
components of the socio-economic genotype — the goal and the means of its achievement.
In the target situation of managerial decision-making two main components are
distinguished — social needs and the system of values of society. It is they that fix the
directions along which the desired state of society and economy is determined
(Khetagurova, Khetagurova, Dzukaeva, 2018).

As for the second component of the criterion of efficiency of state macroeconomic
regulation — the definition of ways and means of goal realization, it reflects the mechanism
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of decision-making in accordance with the resource base and socio-economic norms of
economic management. Both components of the criterion of efficiency of state regulation
of the economy are integrated in the concept of “socio-economic efficiency of social
production”. Thus, in a certain sense, the criterion of macroeconomic regulation efficiency
is manifested in the criterion of efficiency of social production.

Regarding the issue of unambiguity or multiplicity of criteria for the effectiveness of
a phenomenon, according to T. I. Efimenko, we should proceed from its essence as the
main distinguishing feature of this phenomenon, reflecting its essence. Since the essence
of concrete things and phenomena (as opposed to the forms of their manifestation) is
unambiguous, so the criterion (as a measure of evaluation of the phenomenon) should also
be unambiguously defined (Efimenko, 2022). This does not mean that the criterion of this
or that phenomenon is static and eternal. It changes historically along with the development
of the phenomenon.

Therefore, it can be specific, just as the goals of society and the mechanism of their
realization are specific in different historical conditions. (Besides, it can be reflected by
a system of various quantitative indicators characterizing the phenomenon). Nevertheless,
about the universal goals of socio-economic development and the means of their
realization, an unambiguous criterion of effectiveness is quite acceptable (Sarris, 2019).

Speaking about the essence of the phenomenon and a single criterion of effectiveness,
it is necessary to refer to the philosophical approach, within the framework of which the
main purpose of living systems, as well as systems, of which a human being is an element,
is existence. Existence — (Latin exsistentia/existentia from exsisto/existo — appearing,
appearing, appearing, arising, originating, appearing, existing) — is an aspect of any being,
as opposed to its other aspect - essence. Unlike the term “being”, the term “existence”, as
a rule, expresses only an aspect of being, while the term “being” is also used in the sense
of “everything existing”, “the world as a whole” (Eden, 2020).

For economic systems, existence is ensured by reproduction, which, depending on the
conditions of internal and external environment, can be simple, expanded and, at certain
intervals of time, narrowed. It is important to note that in the late XX century, some
researchers (Kelly, 2022) began to use the term (English contracted reproduction),
regressive, contracted reproduction — in fact, underproduction - to denote the collapse,
degrading trend in the development of the object. And, despite the criticism of this term
from the point of view of linguistics, the reproduction of the system, characterized by
a decrease in quantitative and/or qualitative indicators of its development, can be defined
as a management goal at some stages of its development (Figure 1).

It is important to clarify that, despite the existence of a common goal of functioning of
the economy as a system regardless of its model (predominantly closed or open), there is
a difference in goal setting for these types of models. In the framework of the systemic
approach, the goal of the economy of the “closed type” is, at least, the simple reproduction
of the economic system itself and the human being as its element.

This goal is achieved by organizing the interaction between society and its
environment. For the “open-type” model, the goal of ensuring at least simple reproduction
requires taking into account not only natural-resource flows “input-output”, but also
several other flows that ensure the interaction of the national economy with the global
economic system (Figure 2).
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5. DISCUSSION

Thus, given the presence of constantly operating flows “input — output”, the economy,
by definition, cannot be a closed system from the point of view of systems theory. At the
same time, the national economy as a system can be limited by the interaction of society
exclusively with the environment, in which case it is called “closed”.

An economic system, by definition, is an open system, the type of which is determined
depending on the quantity and quality of incoming and outgoing flows: a “closed-type”
system is limited to incoming and outgoing flows formed by the environment and the
processes of production, distribution, exchange and consumption of material goods; an
“open-type” system assumes the presence of a greater number of flows “input — output”
formed in the process of its integration into the world economic space.

6. CONCLUSIONS

Thus, the authors concluded that various conceptual variants of institutional theory,
despite their internal heterogeneity and contradictions, are effective tools not only for
analyzing the role of the state, but also for developing the target function of economic
policy.

The key to the successful realization of the target function of the economic policy of
the state is the optimal combination of personal, collective, and public interests according
to the criterion of socio-economic efficiency. Experience shows that this can be achieved
only through the consolidation of efforts of state and non-state institutions, market, and
state instruments of regulation of socio-economic processes using the positives of
international economic institutions.

As a direction for further research in the framework of the considered topic, we can
highlight the problem of interaction of various social and economic institutions in the issues
of coordination of interests realized in specific spheres of activity, for example, in the
communal sphere, in the sphere of wage labor or in the sphere of consumption.

As the main target function of the Ukrainian economy as a system in the changing
VUCA - world, it is possible to define ensuring, at least, the survival of society in
interaction with the external environment, realized through the reproduction of material
goods, labor resources and production relations.
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