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STRATEGIES FOR REGULATION
OF SOCIO-ECONOMIC RELATIONS
IN CONSTRUCTION

Abstract. The article clarifies that a concept is the basis of the methodological
fundament of government regulation of socio-economic relations in any field. In
order to distinguish between modern concepts, the peculiarities of socio-economic
relations in the field of construction and the disadvantages of state regulation of
this sphere are determined first of all. Taking into consideration the considered
aspects, it was discovered that in recent years, the new concepts of state regulation
of social and economic relations in construction have become widespread: the neo-
institutional concept; “FutureStep” concept; the concept of “Activating State”; the
concept of Policy Networks; Micro Strategy concept; concept of “Management by
Objectives”; Change concept; the concept of a Public-Private Partnership. Each
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of the above mentioned strategies provides for a flexible mechanism for govern-
ment regulation of socio-economic relations with the consistent improvement of
its interaction with various spheres of state activity. It is proved that applying the
concepts and strategies given in the article contributes to the impact on the speed
of economic processes, the efficiency of decisions in the aspect of government re-
gulation of the construction industry. In particular, the article considers strate-
gies, combining different approaches and tools that allow more effective coordina-
tion of processes and management entities, more focus on the aspect of sustainable
development, allows to solve urgent problems effectively, stimulate a significant
increase in labor productivity in the industry, to carry out effective management
in conditions of unpredictable factors, and for instance, the concept or strategy
of a public-private partnership creates an opportunity to focus on planning and
ensuring the implementation of large-scale construction projects.

Keywords: concept, concept of regulation, socio-economic relations, con-
struction, construction industry, government regulation.

CTPATETTI PETY.JIIOBAHHSI COITIAJTbHO-EKOHOMIYHUX
BIZIHOCHH ¥ BYIIBHUIITBI

AHorarisi. 3’s1COBaHO, M0 OCHOBOIO METOOJIOTIYHOTO 0a3UCy AEP5KABHOTO
peryJIroBaHHs COIiaJbHO-eKOHOMIYHUX BiZIHOCUH Y OyAb-SAKiil ranysi € KOHIel-
mis. [lyg BUOKpeMJIeHHS Ccy4acHMX KOHIIENINi Ta cTpaTeriii Hacammepes] BU-
3HAYEHO 0COOJMBOCTI COIIANbHO-EKOHOMIYHUX BiIHOCUH Yy cdepi OyaiBHUIITBA
Ta HEJIOJIKU JIepKAaBHOTO PeryJiioBaHHs aHoi cdepu. 3 OrJsgay Ha PO3TJASHYTI
ACTIEKTH, BUSIBJIEHO, 1[0 OCTAHHIMU POKAMU 3HAYHOTO MOIIMPEHHST HaOyBaIOTh
HOBITHI KOHIIEMIIii Ta CTpaTeril IepKaBHOTO PETyJII0BaHHS COIiaJIbHO-eKOHOMIY-
HUX BiJHOCUH Yy OYiBHUIITBI, a caMe: HEOIHCTUTYIIIIHA KOHIIETIIlisl; KOHIIETIIIist
“FutureStep”; konIeniis “aKTUBI3YIOUOl Jep:KaBU’; KOHIIEMIliS MOJITUUHUX
MepeK; MiKpocTpaTerivHa KOHIIEMIisl; KOHIIeIlid “yIpaBJIiHHS 3a pe3yJbrara-
Mu”; KOHIIETIIlisi 3MiH; KOHIIEMNIlisi ab0 CTpaTerisi 1epKaBHO-ITPUBATHOTO MApPT-
HepctBa. KokHa 3 HaBelleHUX CTpaTeriii mepeabavae 3abe3rmedeHHsi THYIKOTrO
MeXaHi3MYy JIep;KaBHOTO PeryJIlOBaHHS COIiaJbHO-eKOHOMIYHMX Bi/IHOCUH 3 I10-
CJHIIJIOBHUM YJIOCKOHAJIEHHSIM HOTO B3a€EMOjIil 3 pisHUMU chepaMu Jep:KaBHOI
pistibHOCT. OGrPyHTOBAHO, 110 3aCTOCYBAHHS HABEIEHUX KOHIIEIIIiN Ta cTpa-
TeTiil CIIPUSE MOCUJIEHHIO BILTUBY Ha IBUJIKICTh €KOHOMIYHUX MPOIIECiB, 1/[BU-
EeHHTO ePeKTUBHOCTI PillleHb B aCHEKTi AepPKaBHOTO PeryJIioBaHHs Oy 1iBeJbHOI
ramysi. 3oKkpema, pPO3TJISIHYTI CTpaTerii, TOEIHYIOUN Pi3HI MiAXOAW Ta THCTPY-
MEHTH, JIAI0Th MOKJIHUBICTb e(heKTUBHO KOOPAMHYBATH TIPOIECH Ta CyO'€KTH
yrpassiaHs, Oijbiie OKyCcyBaTHCh Ha acleKTi CTIHKOTO PO3BUTKY, J03BOJISIE
e(eKTUBHO BUPINIYBAaTH HaraJbHi CYCIiJIbHI IIPOOIEMH, CTUMYJIIOBATH iCTOTHE
MiIBUNIIEHHS TPOYKTUBHOCTI TIpalli B Tasy3i, 3/iliCHIOBAaTA e(heKTUBHE yIpaB-
JIHHSI B yMOBax HelepedadyBaHX YNHHUKIB (HAITPUKJIaJ, KOHIIEMIIis1 00 cTpa-
Terisl 1Iep>KaBHO-TIPUBATHOTO TIAaPTHEPCTBA CTBOPIOE MOXKJINBICTh 30CE€PEIUTHUCD
Ha TIAaHyBaHHI Ta 3a6e31edeHHi BUKOHAHHST BEJIMKOMACIITAOHUX Oy BETbHITX
MPOEKTIB).
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KmouoBi cioBa: ctpaTeris, KOHIEMIis PETYTIOBaHHS, COIiaIbHO-eKOHOMIYHi
BijiHOCHHU, OY/IIBHUIITBO, Oy/IiBeJIbHA TaTy3b, JIePsKaBHE PETYJTIOBAHHS.

CTPATETUN PEI'YJIMPOBAHUA COIIMAJIBHO-
3KOHOMUYECKUX OTHOIIEHUII B CTPOUTEJIbCTBE

AHHOTaIMsA. YCTaHOBJIEHO, YTO OCHOBOW METOJOJIOTHYECKOTO Oasmca rocy-
JAPCTBEHHOTO PETYJMPOBAHUS COIMAIBbHO-9KOHOMUYECKIX OTHOIIEHUI B JIIO-
6oii OTpacu SIBJISIETCST KOHIEMTHsL. [[J1s1 BbIIeJIeHUsT COBPEMEHHBIX KOHIIETIIIUH 1
CTpaTeruii mpes/ie BCEro OmpeesieHbl 0COOEHHOCTH COIUATbHO-9KOHOMUYECKIX
OTHOIIEHNH B cepe CTPOUTENbCTBA U HEAOCTATKHU TOCYNAPCTBEHHOTO PETyJIu-
pOBaHuA JIaHHOI cepbl. YUUThIBasi pACCMOTPEHHBIE ACTIEKTHI, BBISIBIEHO, YTO B
TOCJIE/THIE TOJIBI ITMPOKOE PACIIPOCTPAHEHIE TIPUOOPETAIOT HOBEUIIINEe KOHIETI-
UM U CTPATETny TOCYJAaPCTBEHHOTO PETYJUPOBAHUS COIUATBHO-9KOHOMMYE-
CKUX OTHONIEHUI B CTPOUTEIbCTBE: HEOMHCTUTYIIMOHHAS KOHIIETIIINS; KOHIIEeT-
nusg “FutureStep”; xonIenus “aKTUBU3UPYIONIETO TOCYAApCTBA”; KOHIIETITHUS
MOJIUTUYECKUX CeTeil; MUKPOCTpaTernyeckast KOHIETIHs; KOHIEes “yIpas-
JIEHWSI TI0 pe3yJibTataM’; KOHIENINsl M3MEHEHUI; KOHIIEMIUS WU CTPATeTus
roCy/IapCTBEHHO-4YaCTHOTO MapTHepcTBa. Kaknas M3 NMPUBEIEHHBIX CTpPATerwii
npeaycMaTpuBaet obecriedeHre THOKOTO MeXaHU3Ma rOCY/IapCTBEHHOTO PeryJin-
POBaHUS COIMAIBHO-9KOHOMUYECKIX OTHOIIEHUI C TI0CJIe/I0BATETbHBIM COBEP-
IIEHCTBOBAHUEM €T0 B3aUMOJIEHCTBUS C Pa3IMYHBIMU chepaMy rocyapCTBeH-
HOIl sesitesbHOCTH. OBOCHOBAHO, YTO MPUMEHEHNE MPUBEAECHHBIX KOHIETIUIT
W CTpaTerwii crocoOCTBYET YCUJIEHUIO BJIUSIHUSI Ha CKOPOCTbh 9KOHOMUYECKHIX
IIPOIECCOB, CIIOCOOCTBYET TMOBBINIEHUIO 3(h(HEKTUBHOCTH PEIIEHUN B acriek-
Te TOCYZIAPCTBEHHOTO PEryJUPOBAaHUS CTPOUTEJNbHON oTpacau. B uyacTHOCTH,
paccMOTpeHHbIe KOHIIENIUN W CTPATEernH, COUeTasl Pa3jnyHble MOIXO/bl U WNH-
CTPYMEHTBI, TIO3BOJISTIOT OoJiee ahheKTHBHO OCYIIECTBIISTH KOOPANHAIIUIO TIPO-
1[eCCOB U CYyOBEKTOB YIIpaBJieHusi, B GoJIbIeil cTerenn (hoKycHpoBaThCs Ha ac-
MeKTe YCTOMYMBOTO pa3BuTsi, 3((HEKTUBHO pelaTh HACYIIHbIE OOIECTBEHHbIE
po06JIeMbI, CTUMYJIUPOBATh CYIIECTBEHHOE TOBBINIEHUE TPOU3BOAUTETHHOCTH
TPYyZIa B OTPACJIU, OCYTIECTBAATH 3((PEKTUBHOE YIIPABIEHUE B YCJIOBUIX HETIpe/I-
cKazyeMbIX (hakTopoB (HampuMmep, KOHIIENIINUs U CTPATETUs TOCYAapCTBEHHO-
YaCTHOTO MAPTHEPCTBA Ia€T BO3MOKHOCTb COCPE/IOTOUYNTHCS Ha TIITAHUPOBAHUY 1
obecTieyeHn BBITIOJHEHUST KPYITHOMACIITAOHBIX CTPOUTETBHBIX TIPOEKTOB).

KmoueBbie cioBa: cTparerns, KOHIENIHNS PeryJupoBaHus, COIUATBHO-9KO-
HOMUYECKHe OTHONIEHUS, CTPOUTENbCTBO, CTPOUTEIBHAS OTPACJb, TOCYIapCT-
BEHHOE pPeTyJINPOBAHMUE.

Problem statement. Significant finance) which took place at the turn

changes in the environment (inten-
sification of information flows, the
development of telecommunications,
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of the 20t—21* centuries changed the
role of space and time in the manage-
ment and activities of industrial and




economic enterprises; and contributed
to the development and formation of
new concepts and management models,
which are reflected in the public ma-
nagement of the construction indus-
try. In practice, there took place the
establishment of a new economic for-
mation, flexible and mobile, which is
controlled by economic flows capable
to change the spheres of activity and
consumption of wealth. In other words,
it shows a change in the modern socio-
democratic paradigm of governance to
one that is more responsive to the de-
mands of the information society, based
on pluralism, new needs and values, me-
thods, etc. Consequently, there was a
need to define new concepts and strate-
gies of socio-economic relations in the
field of construction.

Analysis of recent research and
publications. Leading scientists and
researchers, such as 1. Brailovskyi,
O. Vinnyk, O. Haman-Holutvynova,
A. Dehtiarev, O. Zalunina, K. Listra-
tov, I. Malkovska, V. Melko, K. Pavliuk,
L. Shulhina, L. Shutenko, etc., were en-
gaged in researches in this sphere. At
this stage, special attention is required
to the issue of modern concepts of regu-
lation of socio-economic relations.

Formulation of the objectives of
the article. The objective of this article
is to analyze modern strategies and con-
cepts of regulation of socio-economic
relations in construction and their con-
trolling influence.

Presentation of the basic mate-
rial. A concept is the basis of the me-
thodological foundation of government
regulation of socio-economic relations
in any industry. The scientific concept
as a theoretical imperative shall both
reflect ways of understanding the pro-

cesses and phenomena occurring and
explore ways to solve the identified
problems, offer directions of economic
growth and development. Any scien-
tific concept reflects the most impor-
tant provisions that harmonize and
link theoretical knowledge with practi-
cal experience. The principles and ap-
proaches of a certain scientific concept
can be implemented as a certain stra-
tegy of government regulation of socio-
economic relations.

Analysts note that construction is
a priority sector of economic develop-
ment, but in the crisis it is necessary
to pay special attention to the study of
factors affecting the construction sec-
tor of the country [1]. At the same time,
one of the decisive factors influencing
the construction industry is the effi-
ciency of government regulation. The
efficiency of the construction industry
depends on the mechanisms of govern-
ment regulation. Government regula-
tion of construction should be consi-
dered as a set of measures of state bod-
ies of legislative, executive and control
nature aimed at stabilization and adap-
tation of the current economic system
to the changing conditions of develop-
ment of the country (region) [2].

The main stakeholders of socio-
economic relations in construction can
perform various functions and, depend-
ing on this, receive the appropriate
name, namely [3, p. 536]:

1) investor is an investment entity in
the field of capital construction which
decides on investing of internal, bor-
rowed or obtained funds (investments)
in the investment projects belonging to
the fixed assets;

2) client is an investment entity in
the field of capital construction, pro-
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cures from the contractor design and
survey, construction and related works.
The role of the client can be performed
by the investor himself or his autho-
rized person, including consulting
and/or engineering organization spe-
cializing in construction;

3) contractor is an organization or
an individual entrepreneur, who on a
contractual basis undertakes to per-
form design and survey, construction
and related work at the order of the cli-
ent for a fee.

Features of socio-economic rela-
tions in the field of construction are
determined by the products of con-
struction — commissioned production
facilities, non-production facilities and
infrastructure, including the necessary
equipment for their operation. Features
of technical and economic character are
as follows [4]:

* heterogeneity and originality of
the products, which differ in the nature
of production and functional purpose,
which requires individual approaches
to each facility under construction,
taking into account its purpose and use,
construction site, client’s requirements;

* real estate of construction projects
(as arule, location of a construction site
coincides with a place of usage), which
requires mobility of means of produc-
tion, since in the process of construc-
tion all means of production and labor
are to be moved on the site, depending
on the stages of the technological cycle,
and this significantly increases the pro-
duction costs associated with trans-
portation, installation, dismantling of
equipment, construction machines and
mechanisms, transport of labor, etc;

e the impact of climatic conditions
on the production process which re-

210

quires for each case specific design and
layout solutions, changes in wages of
builders depending on the conditions of
work, season, temperature, etc.;

« influence of the time factor, which
is manifested in a fairly long produc-
tion cycle which, in its turn, determines
the long return period of capital in-
vestments and the presence of work in
progress;

* a high level of one-time costs re-
quired to start the production cycle and
the withdrawal of funds from circula-
tion for a considerable period, which
means their actual freezing up to a cer-
tain time;

* specific commodity relations be-
tween the manufacturer and the con-
sumer of construction products aris-
ing before the start of the production
process and which are implemented
through a system of contractual rela-
tions.

At the same time, the functioning
of the state is associated with transac-
tion costs. And they are the more the
larger number of transactions are made
by the state as a guarantor of the con-
tract terms. The more active role of the
state is in the specifying and protecting
property rights, the more complex the
internal structure of the administration
is and the more information circulating
in it is distorted. Therefore, the state
“failures” should be taken into account
along with the “failures” of the market,
which today can be attributed to [2]:

* the discrepancy between revenues
and expenses — it is much more difficult
to turn the state into a bankrupt even if
it fails to fulfill its obligations;

* the lack of clear criteria to effi-
ciency of government actions: govern-
ment agencies substitute them with




self-developed standards, and then the
government actions are evaluated by
these self-established criteria (increase
in revenue, expansion of state control
etc.);

* the high probability of achieving
results that are different from the set
tasks: the growth of information, moni-
toring and controlling costs that ac-
company the development of the state
creates the prerequisites for the devia-
tion of the implemented tasks from the
set ones;

« unbalanced distribution of enter-
prise resources, therefore, one has to
choose between two imperfect alter-
natives: the distribution of property
rights is based on market exchange,
which operates without expenses, with
private performance guarantees and
the transfer of control over the ex-
change of powers to the state, which
acts in the interests of the parties to the
contract.

Taking into account the consi-
dered aspects, it should be noted that
in recent years the new concepts and
strategies of government regulation of
socio-economic relations in construc-
tion have become widespread, namely:

* Neo-Institutional concept;

* FutureStep concept;

 Activating State concept;

* Policy Networks concept;

* Micro Strategy concept;

* Management by Objectives con-
cept;

 Change concept;

 Public-Private Partnership con-
cept or strategy.

Each of the above mentioned strate-
gies provides for a flexible mechanism
of government regulation of socio-eco-
nomic relations with the consistent im-

provement of its interaction with vari-
ous spheres of government activity.

Speaking about the essence of the
new institutional theory and its practi-
cal value in the field of public admin-
istration research, it focuses on the
“analysis of transaction costs”, forming
an original theoretical basis for solving
the issue of the effectiveness of vari-
ous institutional forms and interaction
coordination between different ma-
nagement entities. According to repre-
sentatives of this theory, taking into ac-
count transaction costs, it is possible to
achieve the greatest efficiency of public
management [5].

The FutureStep concept is a new
strategic management process helping
companies, especially adaptive large
multinational corporations, make com-
pany characteristics, such as flexibility
and responsiveness, an integral part of
every aspect of their operations. This
approach to strategic management is a
modular tool. Its parts can be used both
independently and within the frame-
work of the complete program as a
guide to strategic decision making. The
main focus is on what the organization
can do today to increase its ability for
adequate operation and sustainable de-
velopment of socio-economic relations
in the future [6].

Within the Activating State con-
cept, the tasks of state administration
bodies are determined in the course of
public discussion, and society and the
state develop cooperation and allocate
responsibilities. The state initiates the
processes of social problems settlement
and acts as an intermediary; limits lia-
bility of citizens within this framework.
Thus, initiation, activation and stimu-
lation are the most important functions
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of the state. The Activating State mo-
del provides for formation and study of
the state in four dimensions [7]:

* the state as a production and ser-
vices guarantor;

* the state as a service provider to
society, if it is dictated, for example, by
security issues or if the state can do it at
a lower cost than other actors;

« the state as an institution that cre-
ates a framework of social activity and
creates conditions for citizens to solve
problems;

* the state as an institution super-
vising socio-economic activities.

The main element of the follow-
ing concept is the concept of “Policy
Network” [8]. In general terms, the
network is understood as a system of
government and non-government ac-
tors in a certain sphere of policy that
interact on the basis of resource depen-
dence in order to reach agreement on a
certain issue, using formal and informal
norms [9]. It should be noted that in
accordance with this concept, socio-
economic relations are no longer con-
trolled exclusively by state authorities,
the instruments are scattered, and the
material resources that are the object of
these relations are distributed among
the various participants in these rela-
tions. The function to coordinate par-
ticipants of socio-economic relations
no longer belongs to the central mana-
gement, but is formed by purposeful
interactions between individual market
participants.

Another concept was “Micro Strate-
gy as an alternative to long-term strate-
gic planning in uncertain times”, which
was developed by D. Logan and H.
Fischer-Wright. Having studied data
on the activities of about 24,000 people
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in almost 10 years, the authors con-
cluded that the most successful were
those leaders who used micro strategies
(short-term strategies) in their work,
moving from one short-term objective
to another. Micro strategies are formed
into a certain system of more or less im-
portant plans. Instead of pre-planning
all future steps, it is better to break
them down into micro strategies. This
will allow the organization to learn
and adjust its actions in the process of
achieving the global goal [10].

The concept of Management by Ob-
jectives (MBO), which today is expe-
riencing its “revival”, was developed in
the mid-1960° by an American scientist
P. Drucker, one of the most famous spe-
cialists in the field of management and
marketing. He believed that this con-
cept is a method of improving the ef-
ficiency of the organization, according
to which the activities of any employee
is evaluated not by the process, but by
the result, if the result is understood as
the achievement of the objective, the
task. The practice of using the MBO
has showed that P. Drucker was right:
the main benefits from the implementa-
tion of this system in the organization is
to increase productivity through clear
guidelines for each employee and in-
crease motivation of the staff through
its participation in setting its own ob-
jectives [5].

The Change concept is based on
the fact that an effective formal stra-
tegy must contain the main chains, the
most essential elements of restrictive
policies, and the sequence of basic ac-
tions. Effective strategies are developed
around several key concepts and direc-
tions of development of socio-economic
relations. The strategy deals not only




with unpredictable factors but also
with unknown ones. In a complex orga-
nization, there should be a hierarchy of
interrelated and supportive strategies
between the various actors in the rela-
tionship [11].

The Public-Private Partnership
concept or strategy mainly refers to the
coordination of objectives and ensuring
a balance of interests of the state and
business in the framework of socio-eco-
nomic projects aimed at achieving com-
mon benefits. In this interpretation,
PPP includes all forms of cooperation
between the state and the private sec-
tor not only in the economy, but also in
other spheres of public life — politics,
culture, science [12].

Depending on the interpretation of
the essence of the partnership, its basic
features include the following [13]:

* the parties of public-private part-
nership are the state and business, as
well as society;

* interaction between the parties is
fixed on a formal, legal basis;

* interaction between the parties is
equal;

* a public-private partnership is
clearly publicly and socially oriented,;

* in the course of interaction based
on a public-private partnership the re-
sources and contributions of the parties
are consolidated, combined;

* financial risks and costs, as well
as the results obtained, are distributed
among the parties in predetermined
proportions.

At the same time I. Brailovskyi,
studying a public-private partnership,
determines that the potential benefits
of using such form of economic inter-
action as a public-private partnership
may consist of the fact that this format

of business-government relations can
provide [14]:

« greater efficiency, as well as time
savings in the implementation of pro_
jects and works, through the using by
partnership members their strengths;

* diversity of approaches to the
design and further implementation of
projects through the use of different
methods and increasing the number of
options;

* higher quality of economic and
management decisions in the imple-
mentation of joint projects, which is
ensured by the qualification of business
representatives and the most complete
consideration of social needs and social
significance, which is provided by the
representatives of governing bodies;

* integration of business entities
into public life due to their direct in-
volvement in the implementation of so-
cially significant projects;

* quality improvement of goods and
services by establishing higher level of
state control;

* reduction of social tension and
negative attitude to business on the
part of the population by recognizing
its contribution to solving social prob-
lems.

Application this form of interaction
between the state and the private sec-
tor becomes common mainly in those
construction projects where there is a
need and a number of opportunities to
solve large-scale problems of the socio-
economic sphere.

Conclusions and prospects for
further research. Eight concepts and
strategies of regulation of socio-eco-
nomic relations in construction were
defined. Summarizing the abovemen-
tioned, it can be assumed that the con-
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sidered concepts and strategies in the
consideration of the modern model of
government regulation of socio-eco-
nomic relations in the construction in-
dustry enables development of a theo-
retical model of the object under study,
allows to form a systematic approach to
research in the field of construction, as
well as to choose an effective method
for solving these issues. An important
measure in solving socio-economic
problems in the construction industry
is the use of regulatory frameworks that
can affect the speed of economic pro-
cesses, improve the efficiency of deci-
sions in the aspect of state regulation, as
well as change the possible gap between
the existing differences. The complex
issue of more efficient application of the
concepts of government regulation of
socio-economic relations in construc-
tion requires further research.
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