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RISK-ORIENTED APPROACH IN THE SYSTEM
OF CORPORATE GOVERNANCE
AS A MANIFESTATION OF THE ARCHETYPE
OF STATE SUPERVISION

Abstract. The article deals with defining the role of state regulation in the
corporate sphere by considering the system of risks and summarizing the nega-
tive effects caused by abuse, manipulation, unfair and illegal actions in the mar-
ket. It is determined that corporate governance is one of the key elements and a
prerequisite for the successful operation of a joint-stock company. It is noted that
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good governance helps to strengthen trust in the company, increase its competi-
tiveness, efficiency and growth, and thus helps to attract foreign investment and
is the basis for innovative development of the state. Besides, the article examines
the archetypes of state supervision in the corporate governance system by identi-
fying and investigating the system of links between national mentality and state
regulation and supervision. As a result, it is determined that the government and
society in the context of introducing innovations change the forms and methods
of action, the development of interaction and communication processes becomes
a priority in relations between the government and society. Besides, the system
and monitoring of risks in the corporate sphere are considered and the empha-
sis is placed on an approach based on risk assessment. The article also considers
the system of investor protection, which complemented by prudential supervi-
sion that is an integral part of the general system of supervision by state bo-
dies in the financial market. It is examined that improving interaction between
public authorities, corporations and the population remains necessary in solving
the problem of forming a competitive economic environment and increasing the
investment attractiveness of Ukraine. Thus, the article proves the need for state
supervision in the field of corporate relations and considers ways to improve state
regulation of this area of relations by introducing a risk-based approach to the
corporate governance system.

Keywords: corporative management; proper management; archetypes of state
supervision; state regulation and supervision; risk-oriented approach; investor
protection; financial market; professional participants; financial monitoring; pru-
dential supervision.

PU3UK-OPIEHTOBHUII IIJIXI/T B CUCTEMI KOPIIOPATUBHOI'O
YIIPABJIIHHA AK BUAB APXETHUIIY AEP;KABHOI'O HAIJIAAY

Amnotanis. BusnaueHo posib /1ep;KaBHOTO PeryJiOBaHHS Yy KOPIOPATUBHIN
cdepi 3a 01IOMOTOI0 POIVISILY CUCTEMU PU3UKIB Ta y3araJbHEHHIO HETaTUHOTO
edexTy, CIPUYNHEHOTO 3J0BKUBAHHIMU, MAHIITYJISIisIMU, HeT0OPOCOBICHUME
Ta HE3aKOHHUMHU JisIMU Ha PUHKY. BuaHaueHo, 1110 KOpIIOpaTUBHE YIIPaBJiHHS
€ OJITHUM 3 KJIIOYOBUX €JIEMEHTIB i IepeyMOBOIO YCIIIIHOI AiIJIbHOCTI aKIioHep-
HOTO TOBApMCTBA. 3a3HA4yeHO, M0 HaJlesKHe YIIPaBJiHHS JlOIlOMara€ 3MilHUTH
JIOBipY /10 KOMTaHii, MiBUMIMTH i1 KOHKYPEHTOCIIPOMOKHICTh, €(DEeKTUBHICTb
Ta 3POCTAHHS, & OT/KE, CIPHSIE 3aTyYeHHIO0 IHO3EMHUX iHBECTHIIIN Ta € Ga3ucoM,
sKuit 3abe3redye iIHHOBAIIITHUN PO3BUTOK JiepyKaBu. PO3TJISTHYTO apXeTUIi Jep-
JKaBHOTO HAIJISIly B CUCTEMi KOPIIOPATUBHOIO YIIPABJIiHHS IIJISIXOM BUSIBJICHHS
Ta JIOCJI/KEeHHSI CUCTeMM 3B’SI3KiB MisK HAI[ilOHQJbHOIO MEHTAJbHICTIO Ta Jiep-
JKaBHUM PeryJIloBaHHSIM Ta Harysi/loM. B pe3ysbrari 4oro BusHaueHo, 1o BJaja
i CycIiJibcTBO B yMOBAX 3alIPOBA/IPKEHHST iHHOBAI M 3MiHIOIOTh (hDOPMU Ta METO-
M i, piopuTeTHE 3HAYEeHHS Y BiZIHOCUHAX BJIAJAU i CyCIiJbcTBA HabyBa€e po3-
BUTOK TIPOIIECIB B3a€EMO/Iii Ta KOMYHiKalliit. KpiM TOTO, pO3rjisiHyTa cucTeMa Ta
MOHITOPUHT PU3HUKIB y KOPIOpaTHBHIiil cdepi Ta 3pobJIeHO aKIeHT Ha IIiXO/Ii,
[0 TPYHTYETHCA HA OLiHII pU3UKiB. PO3IJISAHYTO cucTEeMy 3aXUCTy iHBECTOPIB,
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sKa JIONMOBHIOETHCST TIPYAEHITINHUM HATJIS/IOM, 10 € CKJIa/I0BOI0 3aTajibHOI CHUC-
TEMU HArJISIy JIepsKaBHUMU opraHamu Ha hiHaHcoBoMy puHKY. /locaimkeno, 1o
BZIOCKOHAJIEHHS B3a€EMO/Ii1 MiK OpraHaMu JIepKaBHOI BJaJv, KOPIIOPAIi€0 Ta
HACeJIEHHSIM 3aJIMIIAEThCSA HEOOXiHUM Yy BUpilieHHi mpobieMu (hopMyBaHHSI
KOHKYPEHTOCITPOMOKHOTO €KOHOMIiYHOTO cepe/loBUIla Ta TMiJBUIIEHHS iHBecC-
TuIiiiHOi puBabauBocTi YKpainu. TakuM unHOM Z0BeIeHO HeOOXiAHiCTh Jep-
JKaBHOTO HArJsiy y cepi KOproparuBHUX BiJ[HOCUH Ta PO3TJSTHYTO TIJISIXH BJIO-
CKOHAJIEHHSI JIEP’KaBHOTO PETryJIOBAHHS JIAHOIO chepolo BiTHOCHH 32 I0ITIOMOTOTO
BIIPOBA/)KEHHSI PU3UK-OPIEHTOBAHOTO TMiAXOHy Y CHUCTEMY KOPIOPATUBHOTO
yIIpaBJiHHS.

Kmo4yoBi cioBa: kopriopaTuBHe yIIpaBJIiHHS; HaJlesKHe YITPaBJIiHHI; apXeTH-
U JIeP>KaBHOTO HArJAAY; lepsKaBHe PeryJIioBaHHS Ta HarJsil; PU3UKO-OPiEHTO-
BaHWU Mi/IXi/; 3aXUCT iHBecTOPiB; (hiHaHCOBUI PUHOK; mpodecilini yyacHUKY;
(binaHCOBUIT MOHITOPUHT; IPYIEHITIHHUI HATJISL.

PHCKO-OPUEHTHPOBAHHBII IIOJAX0/I B CUCTEME
KOPIIOPATUBHOTIO YIIPABJIEHUA KAK ITPOABJIEHUE
APXETHUIIA TOCYIJAPCTBEHHOI'O HAZI30OPA

Annotanus. OrnpeiesieHa poJib roCy/1apCTBEHHOTO PEryJIupOBaHUs B KOPIIO-
paTUBHOII chepe MOCPEACTBOM PACCMOTPEHHSI CUCTEMbBI PUCKOB 1 0000IIEHIIO
HeraTUBHOTO 3(hdeKTa, BHIZBAHHOTO 3JI0YMOTPEOIEHUSME, MAHUYJISIHSIMUA,
HeZI00POCOBECTHBIMY U HE3aKOHHBIMU JIEHCTBUSIMU Ha phiHKe. OIpeesieHo, 4to
KOPIIOpaTUBHOE yIIpaBJieHue SIBJISETCS OJIHUM U3 KJIIOYEBBIX 9JIEMEHTOB U TIPe/l-
MOCBLIKO YCIENTHOM AeATENbHOCTH aKIMOHepHoro obiectBa. OTMeEYeHo, 4To
HaJ/lIexallee yrpasjeHue oMoraeT YKpeluTh JoBepre K KOMIIaHUH, TIOBBICUTD
ee KOHKYPEHTOCTTOCOOHOCTD, 3(h(DEKTUBHOCTD U POCT, a, CIIEA0BATENHHO, CIIOCO0-
CTBYET NPUBJIEYEHUIO WHOCTPAHHBIX WHBECTUINIT U siBisieTcst Gazucom, obec-
HeYynBaloIUM MHHOBAIIMOHHOE Pa3BUTHe TocyaapcTBa. Kpome Toro, B crarbe
pPaccMOTPEHbl apXeTUIIbl FOCYITapPCTBEHHOTO Ha/l30pa B CUCTeMe KOPIIOPaTUBHO-
O yIIpaBJieHUs IIyTeM BbISIBJIEHUS U MCCJIE0BAHNS CUCTEMBI CBSI3el MexX/ly Ha-
[IMOHATBHON MEHTAJbHOCTDIO 1 FOCY/ITaPCTBEHHBIM PeryJIMPOBaHUEM U HAZI30POM.
B pesyJsibraTe 4ero onpesiesieHo, 4To BIACTh ¥ 00TIECTBO B YCJIOBUSIX BHEIAPEHUST
MHHOBAIMI MEHSIOT (hOPMbI U METO/IbI BO3/IeICTBUS, TIPUOPUTETHOE 3HAUEHUE
B OTHOIIEHUSIX BJIACTH 1 00IecTBa MpuoOpeTaeT pa3BUTHE TPOIECCOB B3aUMO-
neiicTBus 1 KoMMyHUKaiuii. Kpome Toro, paccMoTpeHa cucreMa U MOHUTOPUHT
PHUCKOB B KOPIIOPaTUBHOI cdepe U c/iesiaH akIleHT Ha 110/1X0/ie, OCHOBAHHOT'O Ha
olleHKe puckoB. Takske B cTaTbe pacCMOTPeHA CUCTeMa 3all[UThl UHBECTOPOB, KO-
TOpas JAONOJHSAETCS IPYACHIIMATbHBIM HA/I30POM, KOTOPBIH SIBJISIETCSI COCTaBHOM
YacThIO OOIIEN CHCTEMBI HA/[30Pa TOCYAAPCTBEHHBIME OpraHaMu Ha (PUHAHCOBOM
poitke. McceenoBano, 4To coBepilieHCTBOBaHME B3aUMO/ICHCTBUS MeXK/Ly OpraHa-
MM TOCYIAPCTBEHHOW BJIACTH, KOPIIOPAIIUEHl U HACETEHIEM OCTaeTCsl He0OXO/I-
MbIM B perieHnu 1mpobieMbl (hOPMUPOBAHUST KOHKYPEHTOCIIOCOOHOIN 9KOHOMU-
YecKOi cpe/bl U MOBbIIIEHNUST UHBECTUIMOHHON TTPUBJIEKATEIbHOCTA Y KPauHBbI.
Taxum 06pa3oMm, B cTaThe JI0Ka3aHa HeOOXOIUMOCTD FOCYIAPCTBEHHOTO HA/I30Pa
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B cq)epe KOPIIOpaTUBHbIX OTHOIIIEHUN " pacCMOTPEHDI IIyTU COBEPIIEHCTBOBA-
HHS TOCYLapCTBEHHOI'O PETYJIMPOBAHNWA HaHHOﬁ UbeprOTHOHHﬂﬂHﬁ IOCpeACT-
BOM BHE€/IpE€EHUA PUCKO-OPUEHTUPOBAHHOI'O 110/IX0/1a B CUCTEMY KOPIIOPATUBHOTI'O

ylpaBJIEHHI.

KmoueBbie cioBa: KOpropaTuBHOE yIpaBJieHUe; HaJiesKallee YIpaBJIeHue;
apXeTHIIbl TOCY/ITAPCTBEHHOTO HA/[30Pa; TOCY/IAPCTBEHHOE PETYJTMPOBAHNE U HAJI-
30p; PUCKO-OPUEHTUPOBAHHBIN TO/IXO/I; 3alIUTAa WHBECTOPOB; (PMHAHCOBBIN PbI-
HOK; TPodecCuOHaIbHbIE YYACTHUKY; (DMTHAHCOBBI MOHUTOPWHT; TIPY/IEHITU A b-

HBII Ha30p.

Problem statement. One of the
main factors influencing the successful
operation of the company is the pos-
sibility of its access to investment re-
sources. At the same time, a company
cannot rely on investor confidence
and external financing if it does not
take measures to implement effective
corporate governance, namely, proper
protection of investors’ rights, reliable
management and control mechanisms,
openness and transparency in its ac-
tivities. The formation of such a model
means creating conditions for internal
corporate conflicts and violations of
the rights of small shareholders.

Today there are the following 4 big-
gest problems of corporate governance
in Ukraine:

 There is no culture of corporate
governance in the stock market;

* There are no corporate govern-
ance standards for professional partici-
pants;

* The stock market does not fulfil
the basic principle of the Organization
for Economic Cooperation and Deve-
lopment: ‘Promote the effective deve-
lopment of corporate governance’; and

* The assessment of the quality of
corporate governance as part of state
supervision over the activities of is-

suers and professional market partici-
pants has not been implemented.

These problems require the im-
provement of legal regulation in this
area. Regulatory change, which con-
siders international experience in over-
coming and preventing crises, various
types of risk management, which has
a risk-oriented approach to corporate
governance, is a prerequisite for creat-
ing effective capital markets and regu-
lated markets in Ukraine with a reli-
able security system for investors.

In Ukraine, a significant part of
enterprises has chosen a joint-stock
organizational and legal form, so the
introduction of the best corporate gov-
ernance standards in them is of great
importance for the country’s invest-
ment attractiveness and sets appropri-
ate tasks for the state.

Analysis of recent publications on
the issues and identification of previ-
ously unsettled parts of the general
problem. Theoretical issues of corpo-
rate governance are examined in the
works of D. Baiura, T. S. Kozakova,
H. A. Mishenina, S. A. Rumiantseva
and L. Ye. Dovgan. Peculiarities of
state supervision in the corporate
sphere are examined by K. I. Rovynska,
M. V. Plotnikova, O. 1. Babchynska,
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A. 1. Kalusenko. The problems of
corporate governance are devoted
to the works of S. V. Korobka and
O. M. Polinkevych. T. Greenberg and
E. Kulikova consider the risks of cor-
porate governance. However, the topic
of state regulation of corporate rela-
tions is currently relevant, as discus-
sions are still ongoing on this issue. In
this regard, there is a need to study the
existing risks in the corporate sector
and prove the feasibility of state super-
vision in this area of relations to pro-
tect investors.

Purpose of the article. Define the
concept of ‘corporate governance’, ex-
amine the proper system of corporate
governance, find out the importance
of corporate governance for the state,
define the concept of the archetype,
explore the archetypes of state supervi-
sion in corporate governance, consider
the essence of a risk-based approach,
identify the set of risks and their nega-
tive effect in the case of abuse, manipu-
lation, unfair and illegal actions in the
market, determine the role of public
administration in the field of corporate
relations and note the need for state su-
pervision over this area of relations.

Presentation of the main research
material. One of the most important
elements of the external environment
of corporate governance is government
regulation of the corporate sector. Ac-
cordingly, state regulation is charac-
terized by the state’s interest in the sta-
bility and effective functioning of state
institutions that control the activities
of the corporate sector. The state has a
significant number of regulatory func-
tions in this area, which is implement-
ed at the local, regional, national and
international levels. Creating a holistic
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organizational and legal framework for
the functioning of the economy, the
state regulates various aspects of cor-
porate enterprises, including the im-
plementation of strategies for them.

The role of the state in the processes
of creating, regulating and optimizing
the activities of the corporate sector of
the economy is manifested in the fact
that on the one hand, the state acts as
a kind of regulator of its activities, ap-
plying various forms and methods of
regulatory influence, and on the other
hand, it acts as a subject of corporate
relations as a powerful shareholder and
investor.

The relations between the state and
the corporate governance system are
reciprocal and multilateral. Thus, from
the point of view of S. Rumiantsev, the
state has a significant impact on the
level of development of the corporate
governance system, and the existing
system of corporate relations in the
country, in turn, affects the economy
and, accordingly, the state as a whole
[1,p. 9]

The essence of state regulation in
the field of corporate governance is
the approval of legislative and regula-
tory acts, the establishment of rules
and standards and control over their
implementation, the system of protec-
tion of the rights of investors (share-
holders), the development and control
over compliance with legislative norms
in the implementation of activities by
issuers and professional market partici-
pants, control over the publication of
reliable public information by issuers
and control over the activities of par-
ticipants in the securities market.

Today, many countries see corpo-
rate governance as an integral part of




market reforms, a condition for private
business development, a means of in-
creasing competitiveness in interna-
tional markets and improving econom-
ic performance in general, and Ukraine
as one of the ways out of the financial
crisis [2, p. 239]. This K. 1. Rovynska’s
statement most accurately conveys the
main purpose of state regulation of this
area of government.

O. 1. Babchynska emphasizes that
understanding the nature and features
of the transformation of the corporate
relations system in Ukraine in the gen-
eral context of global transformation is
necessary to develop an effective corpo-
rate policy and development strategy
of joint-stock companies and corporate
structures, which are the main compo-
nent of Ukraine’s production potential
and development of directions of the
state strategy for the development of
the corporate sector of the country as
awhole [3, p. 217].

Considering corporate governance
as a complex system of economic rela-
tions, which includes many external
and internal elements. D. Baiura de-
fines corporate governance as a system
of purposeful formation of the process
of a joint-stock company (corporation)
and influence between shareholders
and stakeholders’ [4, p. 62].

S. Masiutyn defines corporate gov-
ernance as a modern, progressive type
of management activity within the eco-
nomic system, which is characterized
by the presence of corporate strategy,
corporate style of work of managers at
all levels, corporate culture, financial
and information openness, a system for
protecting the rights of shareholders
and owners of other securities of the is-
suing company [4, p. 38].

In turn, both H. A. Mishenina and
Yu. T. Matvieieva argue that corpo-
rate governance is a system of rela-
tions between the company’s bodies
and its owners (shareholders) regard-
ing the management of the company’s
activities [5, p. 9]. At the same time,
T. S. Kozakova argues that corporate
governance should be considered not
as a simple set of legal, organizational
norms and rules within which a certain
corporation functions, but as a system
of socio-economic relations, based on
which relations are built both between
all participants in a particular struc-
ture, and between such participants
and external agents, and subjects of in-
stitutional regulation [6, p. 57].

Foreign researchers R. Monks and
N. Minow understand corporate gov-
ernance as the relationship between
different participants (shareholders,
managers, board members, employees,
customers, suppliers, creditors and
other stakeholders) in determining the
development and activities of the cor-
poration [7, p. 18].

S. A. Rumiantsev gives corporate
governance the following definition:
‘Corporate governance is a system
of elected and appointed bodies that
manage the activities of open joint-
stock companies, which reflects the
balance of interests of owners and aims
to maintain a maximum profit from all
activities of the company under appli-
cable law’ [8, p. 73].

L. Ye. Dovhan considers corporate
governance in a broad and narrow
sense. Corporate governance in the
narrow sense of the word is a system of
relations between shareholders (own-
ers) and managers of the company,
aimed at protecting the interests of
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shareholders and reducing opportu-
nities for opportunistic management
behaviour. Corporate governance in a
broader sense is a balance of interests
of all stakeholders of the company, in-
terested in acquiring control and rights
to part of the company’s cash flows [9,
p. 134].

Thus, according to the World Bank,
corporate governance is a system of
elected and appointed bodies that man-
age the activities of open joint-stock
companies, which reflects the balance
of interests of managers and aims to en-
sure the maximum possible profit from
all activities of open joint-stock com-
panies within current legislation. [10].
And the International Finance Corpo-
ration (IFC) believes that corporate
governance is a system of interaction
between the company’s governing
bodies, shareholders and stakehold-
ers, which reflects the balance of their
interests and aims to maximize profits
from the company under applicable law
and international standards [ 11, p. 13].

Therefore, consolidating the above
defining the concept of corporate gov-
ernance, we can conclude that corpo-
rate governance is a set of relationships
between all recognized stakeholders
that based on certain principles (codes)
and legislation and aims to ensure a
balance and consider the interests of all
participants in corporate relations and
the effective operation of the company.

Thus, according to the Principles
of Corporate Governance, the impor-
tance of corporate governance for the
state is due to its impact on the so-
cial and economic development of the
country through:

* Promoting the development of
investment processes, ensuring confi-
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dence and increasing investor confi-
dence;

* Improving the efficiency of capital
use and activities of companies; and

* Considering the interests of a
wide range of stakeholders, which en-
sures the implementation of activities
by societies for the benefit of society
and the growth of national wealth [12].

The Corporate Governance Code
stipulates that good corporate govern-
ance is not limited to the relationship
between investors and managers, but
also considers legitimate interests and
active cooperation with stakeholders
who have a legitimate interest in the
company’s activities (employees, con-
sumers, creditors, state, and public,
etc.) [13]. This is because the compa-
ny cannot exist independently of the
society in which it operates, and the
ultimate success of its activities de-
pends on the contribution of all stake-
holders.

The presence of an effective corpo-
rate governance system, following the
principles of corporate governance,
increases the cost of capital, compa-
nies are encouraged to use resources
more efficiently, which creates the ba-
sis for growth [12]. Also, according to
O. M. Polinkevych, successful corpo-
rate governance helps to improve li-
quidity, solvency, financial stability
and profitability of enterprises, their
innovation capacity, and attracting
foreign investment. It is the basis that
provides innovative development of
the state [14, p. 197]. At the same time,
S. V. Korobka argues that the improve-
ment of corporate governance helps to
increase the efficiency of organizations
and expand their access to external
sources of funding, which is one of the




conditions for sustainable economic
growth [15, p. 82].

Thus, a proper system of corporate
governance allows investors to be con-
fident that the company’s management
uses their investments wisely for finan-
cial and economic activities and thus
increases the value of the share of in-
vestors in the company’s share capital.
At the same time, the state can identify
the ‘integrity’ and law-abiding nature
of a participant in the economic sector
by the criterion ‘level of good corpo-
rate governance’.

Since good governance requires re-
sponsibility for achieving the ultimate
goal of the company, which is to create
long-term shareholder value, it helps
to increase the value of the company
by increasing its competitiveness, ef-
ficiency and growth, strengthens trust
in the company and increases share
value. in the interests of sharehold-
ers, employees and other stakeholders.
In our opinion, as one of the external
‘stakeholders’ can be considered a state
whose economy directly depends on
the achievement of the ultimate goal of
the economic sector.

Thus, let’s try to consider the arche-
types of state supervision in the system
of corporate governance.

The archetype, according to
K. Jung, is the key to understanding
the socio-cultural values and char-
acteristics of people, is a genetically
inherited structure of accumulated
human experience, which determines
a certain type of perception, experi-
ence, behaviour and understanding. In
K. Jung’s philosophy, archetypes act
as structural elements of the collective
unconscious, which underlie all men-
tal processes and are an innate stereo-

type of human behaviour. Thus, in an
archetypal situation, a person acts fol-
lowing the internal typical scheme, i.e.
the archetype has a strong influence on
human emotions, has stability, a suf-
ficient number of its elements that do
not belong to other known archetypes,
as well as traits that connect it with life
as a process or elements of such [16].

S. Krymskyi notes that the subject
field of historical action on an ever-
increasing scale is the comparison of
all times, through the comparison of
which the constant is removed, what
does not fall under the power of fluid-
ity [17, p. 70]. The emergence of such
invariant forms as archetypes empha-
sizes the desire of man to find constant,
reliable and absolute constants of ex-
istence. In this sense, E. A. Afonin’s
opinion deserves attention that the
historical fate of each people depends
on its ability to preserve, develop and
restore its social body and on its ability
to adapt to changes [18, p. 255]. The
preservation of the archetypes of the
national mentality is facilitated by the
support of society itself for the sustain-
ability of its archetypes of culture and
economy.

Thus, the archetype can be defined
as an innate ability to behave, devel-
oped in the process of human history,
or as a class of mental phenomena, i.e.
universal ways of organizing individual
human experience. Manifesting in hu-
man consciousness through a symbol,
the archetype can revive the deep lay-
ers of ideas about the world.

Archetypal structural elements of
consciousness are a concentrated ex-
pression of various parameters of hu-
man social life over millennia. Based on
archetypes in the process of historical
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development, the principles of domi-
nation and conquest were formed. In
the conditions of introduction of in-
novations, the influence of archetypes
of national mentality on the formation
of mechanisms of state regulation and
supervision is essential.

Thus, the Spanish philosopher
H. Ortega y Gasset believed that power
means the domination of thoughts and
views, while interpreting it as the abil-
ity of agents of power through domi-
nation to implement or impose certain
political decisions [19, p. 777]. Accord-
ing to L. M. Herasina, the nature of
power is the secret of real, unstylized
self-confidence, which can create a
special aura, immersed in which some
resolute control (rule), and others self-
lessly obey, carrying out any orders, i.e.
the ability to exercise their will, to ex-
ert a decisive influence on the activities
and behaviour of people [20, p. 4].

From the above, it follows that dom-
ination and submission are rooted in
human nature, in the archetypal struc-
tural elements of human consciousness.
In this regard, the archetypes of state
supervision are the eternal desire of
those in power, and later — the state,
to exercise control and supervision to
obtain the maximum possible financial
benefit.

However, the peculiarity of public
power in the context of globalization
is that the conditions of society are no
longer dictated and the government
does not act as an enforcement ma-
chinery, but, on the contrary, cooper-
ates more closely with civil society, de-
legating part of its powers to its institu-
tions. As E. Afonin notes in his works,
‘modern postmodern society, in con-
trast to the traditional one, is aimed at
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transforming the interaction of society
and the state, which, in turn, is ensured
by creating new forms of human influ-
ence on public administration process-
es and, accordingly, their participation
in the socio-political life of society’ 21,
p. 5]

That is why in the modern world
there is still a tool of supervision, but
its component is changing in the direc-
tion of risk assessment, as a historically
recognized feature of entrepreneurship
since the days of the merchants, whose
field of activity was trading.

Today, the risk remains an inevita-
ble companion of corporate activity,
because any company seeking to obtain
the maximum possible profit in certain
circumstances, in its activities is ex-
posed to risks. Thus, the result of the
accepted risk may be:

* The risk of loss, i.e. complete or
partial loss of what already exists (cap-
ital, income, customers, etc.);

* The risk of lost opportunities (or
the risk of insufficient optimization of
business decisions): failure to obtain
what the company could have under
another management decision.

And, therefore, the risk is the oc-
currence of a certain event that may
adversely affect the achievement of
certain goals or strategy implementa-
tion. Risk is characterized by possible
threats that lead to losses and nega-
tive consequences, the probability of
which is a quantitative measure of risk.
Corporate governance risk factors are
events or actions that act as sources of
risk that may cause deviation from the
satisfactory condition of the object of
risk.

Thus, O. Kulikova, based on re-
search by the Institute of Corporate




Law and Management and the In-
vestment Bank Brunswick Warburg,
Rutherford and Costello, refers to the
risks of corporate governance as fol-
lows:

¢ The risk of openness and transpar-
ency of companies’ activities;

* The risk of violation of the share-
holder’s right to participate in the
management of the company;

* The risk of the company not ma-
king a profit;

¢ The risk of reducing the value of
net assets per share;

* The risk of ‘water down’ of the
shareholder’s share in the authorized
capital of the company;

e The risk of corporate conflicts;

* The risk of bankruptcy [22, p. 4].

World practice, according to
T. Greenberg, shows that the use of risk
assessment techniques is a difficult,
costly task and involves, among other
things, obtaining reliable and up-to-
date information, financial institutions
and supervisors have sufficient re-
sources, competencies and experience
to evaluate this information, as well
as sufficient opportunities to minimize
the identified risks [23, p. 55].

Risk monitoring is an effective or-
ganization of information management
systems, compliance with the require-
ments of international standards on
the procedure for organizing internal
audit and the procedure for conduct-
ing an external audit, and the organi-
zation of independent audits. To solve
the problem of risk management it is
necessary to develop sufficiently effec-
tive and transparent systems of control
over financial stability, which would be
based on research on the study of risk
areas of companies, effective methods

of analysis, control, assessment and
monitoring of risks and adequate man-
agement systems.

A risk-based approach allows coun-
tries to take a more flexible set of meas-
ures within the FATF requirements to
focus their resources more effectively
and implement preventive actions
that are appropriate to the nature of
the risks. It follows from the text of
the first FATF recommendation that
the risk-oriented approach should be
applied primarily at the national level
(‘national risk assessment’), as well as
directly by financial institutions and
certain non-financial institutions and
professions, i.e. subjects of primary fi-
nancial monitoring [24].

That is, the risk-oriented approach
is a method of organizing and exercis-
ing state control (supervision), which
allows to identify and eliminate weak-
nesses in time, to take preventive meas-
ures and, thus, to avoid negative con-
sequences of the realization of risk and
includes the following four stages:

* Identification of risk factors based
on the analysis of a wide range of infor-
mation;

* Risk assessment with the issu-
ance of a professional (motivated)
judgment, i.e. a detailed conclusion of
the responsible person of the supervi-
sory body on all factors that determine
the risk inherent in the financial insti-
tution, and the possibility of reducing
it;

» Allocation of surveillance re-
sources based on risk assessment and
including determination of the direc-
tion, depth, duration and frequency of
inspections and remote monitoring, as
well as the need for suitably qualified
personnel;
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* Monitoring and reviewing assess-
ments to ensure the consistency of su-
pervision of the current situation.

The risk-based approach requires an
unbiased approach to identifying risks,
applying risk management measures,
and finding the best option between
maximizing profit right now and long-
term sustainable development and pro-
tecting shareholders' rights.

Countries, competent authorities
and obligated entities should iden-
tify, assess and understand the risks
to which they are exposed and take
measures appropriate to those risks to
reduce them effectively. At the same
time, supervisors must distinguish be-
tween the magnitude of risks and the
quality of their management. When
carrying out risk-oriented supervision,
the main object of control by the su-
pervisory body is the risk management
system.

Thus, consider a risk-oriented mod-
el of corporate governance with the
participation of the state as one of the
external stakeholders.

Trust is a key factor in the survival
and successful functioning of any finan-
cial market in the world. Trust among
market participants is the foundation
on which the market is built. The fi-
nancial market operates as long as most
participants are convinced that market
events soon will proceed approximate-
ly as they predict, and as long as securi-
ties prices reflect real demand and sup-
ply for the security.

Otherwise, a crisis begins, which,
with extremely negative developments,
ends with the collapse of the market.
Of course, every market failure has its
real causes, which can be attributed
to the sphere of economic logic, but a
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big role in the development and accel-
eration of the market crisis is played
by panic, primarily caused by the loss
of confidence of market participants.
Sometimes even a small blow to the
market in one part of the world due to
the domino effect causes a serious crisis
on the other side of the world.

A fuse of the above situations at the
state level is the National Commission
on Securities and Stock Market, here-
inafter referred to as the “NCSSM”,
which following its tasks, provides
methodological support for the imple-
mentation and development of corpo-
rate governance principles, conducts
inspections of issuers on corporate gov-
ernance and summarizes the practice of
corporate governance legislation. And
therefore, the NCSSM, through its
regulatory and supervisory functions,
creates the conditions for the forma-
tion of powerful domestic investors
and ensure the protection of investors’
rights [25].

The state system of investor protec-
tion is based on the following three pil-
lars:

* Timely, complete and correct re-
porting and publication, i.e. presenta-
tion of information on issuers of securi-
ties and the securities themselves;

* Qualification, knowledge and
ethical integrity of professional market
participants;

* Prevention of market abuse and
manipulation.

There is a lot of competition all over
the world for investment funds. There-
fore, the arrival of investors in domes-
tic enterprises depends on the estab-
lishment of a system of disclosure of
information about their financial and
economic activities. Any decision to




invest in securities under normal con-
ditions should be based on reliable in-
formation. Investor protection in this
segment is achieved through the intro-
duction of a single information system
and constant insistence on the applica-
tion of this system.

Regulations on Disclosure of Infor-
mation by Issuers of Securities estab-
lishes one of the principles of corporate
governance: disclosure of information,
according to which the company must
timely and available means to disclose
complete and accurate information
on all relevant issues relating to the
company, to enable users’ information
(shareholders, creditors, potential in-
vestors, etc.) and take a balanced deci-
sion [26].

According to Art. 40 of the Law of
Ukraine ‘On Securities and the Stock
Market’, the purpose of information
disclosure is to help creditors assess
risk, ensure the responsibility of the
company’s management to sharehold-
ers and other persons, and ensure the
functioning of capital markets [27,
Art. 40].

Information disclosure is extremely
important for the evaluation of the cor-
poration’s activities by shareholders,
potential investors and other stake-
holders because information disclo-
sure about corporations helps to raise
capital and maintain trust in the cor-
poration. Insufficient, and sometimes
contradictory, information about cor-
porations obtained from various media
sources, on the other hand, can hinder
the formation of objective opinion and
the maintenance of business relations.

Information disclosure on the inte-
gration of risk-oriented management
into key enterprise processes and de-

cision-making, as well as information
on individual risk management in the
company’s annual reports or on its
website, is a positive feature for part-
ners, inspection bodies, investors and
clients, which makes it possible to in-
crease the investment attractiveness of
the enterprise.

In connection with the above, infor-
mation on the results of financial and
economic activities of the issuer must
be regularly disclosed in the stock mar-
ket, including by submitting it to the
NCSSM. Besides, in all financial mar-
kets, issuers of securities are required
to compile and publish securities pro-
spectuses when issuing or listing secu-
rities on the stock exchange (as well as
mandatory elements of these prospec-
tuses) and are required to publish peri-
odic business reports and report on all
events that have a significant impact
on the activities of the issuer.

One of the key tasks of corporate
governance is the supervision and abil-
ity of the state to control the actions
of management staff, carried out to en-
sure the effectiveness of the company
and protect the interests of its owners,
including the regulation of internal
and external risks. Such supervision
and control are provided at the level
of state regulation through bodies of
general and special competence, which
create norms and rules of corporate
control, and responsibility of corpora-
tions.

In particular, the NCSSM in this ar-
ea in this area has the authority to su-
pervise the activities of primary finan-
cial monitoring entities by conducting
scheduled and unscheduled inspec-
tions, including on-site ones, to regu-
late and monitor taking into account
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the policies, procedures and systems of
control, risk assessment to determine
the compliance of measures carried out
by primary financial monitoring enti-
ties and reduce risks during the activi-
ties of such entities and require primary
financial monitoring entities to comply
with the requirements of legislation,
regulating relations in the field of pre-
venting and combating the legalization
(laundering) of the proceeds of crime
or the financing of terrorism, and in
case of detection of violations of legal
requirements, take measures provided
for by the law [25].

Besides, the investor protection
system is supplemented by prudential
supervision, i.e. risk-based supervision.
Regulations on prudential standards of
professional activity in the stock mar-
ket and requirements for the risk man-
agement system fixes that prudential
supervision is an integral part of the
general system of supervision by gov-
ernment agencies in the financial mar-
ket and is based on regular assessment
of the overall financial condition of
the financial institution, the results of
the system and the quality of its man-
agement, compliance with mandatory
standards and other indicators and re-
quirements limiting risks of financial
assets [28].

Both M. V. Plotnikova and
A. 1. Kalusenko note that prudential
supervision in the stock market pro-
vides transparency and control over
the activities of professional market
participants, and is also an effective
tool for protecting the interests of in-
vestors, the purpose of which is to pro-
tect investors and ensure the stability
of the stock market, which is one of the
conditions for ensuring the stability
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of the financial market of Ukraine as a
whole [29, p. 232].

The NCSSM sets prudential stand-
ards and supervises professional stock
market participants within the activi-
ties carried out by such a participant
based on an issued license. Professional
participants submit to the NCSSM in-
formation on the results of the calcula-
tion of prudential standards and the da-
ta based on which they are calculated.

Corporate governance in the ac-
tivities of professional stock market
participants, which considers the re-
quirements of prudential standards,
requires the introduction of interna-
tional standards. Creating a new cor-
porate governance system involves re-
structuring the corporate governance
infrastructure in the capital markets
for professional participants, name-
ly: increasing the role and functions,
changing approaches to the structure
of supervisory boards, implementing a
proportionate approach, new require-
ments for internal audit and control,
compliance and risk management, and
increasing the role of stakeholders.

To this end, to implement the
Comprehensive Program for the De-
velopment of the Financial Sector of
Ukraine’s Economy until 2020, The
Concept of Corporate Governance
in Professional Capital Markets of
Ukraine was approved, which consid-
ers corporate governance as an integral
part of the risk management system of
a professional capital market partici-
pant and which should implement in-
ternational best practices in the capital
markets.

The implementation of this Con-
cept in the future should lead to the
creation of an effective system of risk-




oriented management model in profes-
sional participants in capital markets
and provides the followings:

* Increasing the efficiency of profes-
sional participants in capital markets;

* Increasing the reliability and at-
tracting new customers (including for-
eign and national investors);

* Increasing the value of the busi-
ness and its investment attractiveness
and competitiveness;

¢ Management and prevention of
corporate conflicts;

* Creating an optimal management
structure that is stress-resistant and
ensures long-term continuous business
operations;

* Ensuring the balance of interests
of controllers, management and stake-
holders;

* Ensuring the protection of the
rights of consumers of financial ser-
vices; and

* Risk management and cost reduc-
tion of realized risks [30].

Also, the NCSSM has approved
Corporate Governance Standards for
Professional Stock Market Partici-
pants, which are based on the above
Concept and aim to ensure the sound
and sustainable operation of profes-
sional capital market participants. Ac-
cording to these Standards, the corpo-
rate governance system should become
an integral part of the professional
participant’s risk management system
and help determine the risk propensity
and acceptable level of risk, maintain
adequate internal rules and procedures
to prevent and manage risks, and take
adequate measures, aimed at minimiz-
ing these risks [31].

At the same time, the Strategy for
the Development of the Financial Sec-

tor of Ukraine until 2025 to further
improve the legislation regulating cor-
porate governance issues of companies
provides for the introduction of the
possibility of using a single-level model
of the management system, regulat-
ing the procedures for holding general
meetings through electronic means,
anticipating the implementation of
procedures in the event of a significant
reduction in the company’s capital,
bringing the conditions, procedures
and consequences of mergers, acquisi-
tions, divisions and separation of joint-
stock companies under the regulations
of the European Union [32].
Conclusions and prospects for fur-
ther researches. Corporate govern-
ance is a set of relationships between
all recognized stakeholders that based
on certain principles (codes) and leg-
islation and aims to ensure a balance
and consider the interests of all partici-
pants in corporate relations and the ef-
fective operation of the company.
Analyzing the possibility of chang-
ing the archetypal structural elements
of consciousness in the process of his-
torical development, determining their
role in the growth of consciousness and
evolution of mankind and examining
their impact on power-social relations
in the modern global stage of civiliza-
tion, we can conclude that archetypes
are absolute values throughout the his-
tory of mankind, but only acquire in-
variant semantic colour, new semantic
layers, or, conversely, the awakening of
enduring values, and the invariant con-
tent of the experience of the nation.
Consequently, the conducted re-
search confirms the influence of ar-
chetypes of national mentality on the
formation of mechanisms for state re-
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gulation of corporate activities, where
risk remains the inevitable companion
of which. Risk monitoring is an effec-
tive organization of information ma-
nagement systems, compliance with
the requirements of international
standards on the procedure for organ-
izing internal audit and the procedure
for conducting an external audit, and
the organization of independent audits.

Besides, a risk-based approach re-
quires an unbiased approach to identi-
fying and assessing risks, applying risk
management measures and finding the
best option between maximizing prof-
its now and long-term sustainable de-
velopment and protecting sharehold-
ers’ rights. To solve the problem of risk
management it is necessary to develop
sufficiently effective and transparent
systems of control over financial stabil-
ity, which would be based on research
on the study of risk areas of companies,
effective methods of analysis, control,
assessment and monitoring of risks and
adequate management systems. In this
regard, the risk-based corporate gov-
ernance model is relevant and should
be developed and implemented by the
state as the main regulator and stake-
holder.

These challenges are evidenced by
global trends in corporate governance,
which indicate the need for significant
changes in basic approaches, namely, it
is proposed:

* To abandon the construction of
corporate governance infrastructure-
focused exclusively on the issuer sec-
tor;

* To join the European practice and
allow the creation of two types of gov-
erning bodies in Ukraine: one-tier and
two-tier with the right to choose a cer-
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tain model of building a corporate gov-
ernance model in the statute of a pro-
fessional participant in capital markets;

» Transition to a risk-based cor-
porate governance model that aims to
identify, monitor, control, and manage
risks;

¢ Introduction of a proportional ap-
proach, which considers the size of the
company, its social importance, type of
business model and other indicators by
granting the right to choose a complete
or simplified model of corporate go-
vernance;

* Establishment of special require-
ments for systemically significant pro-
fessional participants in the capital
market; and

* Changing approaches to the co-
ordination and qualification require-
ments of managers of professional capi-
tal market participants.

Thus, the search for ways to in-
crease the investment attractiveness
of the country’s economy requires the
state to change the mechanisms and in-
struments of regulation, as a result of
which the risk-based approach to the
formation of the corporate governance
system becomes a key and priority task
of the state on the way to world stand-
ards of market relations.
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