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TERMS OF INSTITUTIONAL TRANSFORMATION TRANSACTION COSTS
IN BUSINESS TELECOMMUNICATION SERVICES MARKET
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This article analyzes the interdependence of
market mechanisms on the effectiveness of
the institutional environment, which leads to
the necessity of taking into account the trans-
action costs in the development of forms of
entrepreneurship on the telecommunications
market. Reveals the basic directions of form-
ing a homogeneous institutional environment
that influences the form of integration transac-
tions with minimizing barriers in the provision
of telecommunications services. The analysis
of the transaction costs of public sector entities
telecommunications market.
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Y cmammi aHasni3ytombCsl B3aEMO3a/1eXHICMb
PUHKOBUX MeXaHi3mig 8i0 echekmusHocmi iH-
CMumyyioHa/IbHo20 cepedosuwa, Wo Mpu-
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3800uUmb A0 HeO6XIOHOCMI ypaxyBaHHsI mpaH-
cakyiliHux sBumpam 8 yMmosax po3gumky ¢hopm
opeaaHizayjii mionpueMHUYbKOI Oisi/IbHOCMI Ha
PUHKY mesieKoMyHikayiliHux nocsye. Po3kpu-
mo 6a3sucHi HanpsiMu ¢hopMyBaHHST 0OHOpIO-
HO20 IHCMUMYyyioHa/IbHO20 cepedosuwa, Wo
BI1/1UBAE Ha hOPMU IHMeapayiliHuX mpaHcak-
uid i3 miHimi3ayjero bap'epis y npoyeci HadaH-
HS1 menekoMyHikayitiHux rocsye. posedeHo

aHasniz mpaHcakyiliHux sumpam depxasHo20
cekmopy cy6’ekmis puHKy mesekoMyHikayid-
HUX rocnye.

KntouoBi cnosa: iHcmumyyioHanisayis, iHme-
epayisi, mpaHcakyitiHi sumpamu, orepamop
menekomyHikayili, PUHOK MmesieKoMyHikayid-
HUX nocnye.

B cmambe aHaau3upyromcs 83aumMo3asucu-
MOCMb PbIHOYHbIX MEXaHU3M08 om 3aghghek-
MUBHOCMU  UHCMUMYYUOH&/IbHOU  Cpedbl,
umo npusooum K Heobxodumocmu ydema
MPaHCaKYUOHHbIX U30EpXeK B YC/I08USX
passumusi  ¢hopM OpaaHu3zayuu npeonpu-
HuMamesibCKol 0esimesibHOCMU Ha pbiHKe
MeneKOMMYHUKaAYUOHHbIX  ycnye. Packpbi-
mo 6asucHble Hanpas/ieHusi (hopMUpPOBaHUsI
00HOPOOHOU UHCMUMYUUOHa/IbHOU Cpedsbl,
sausrowuli Ha hopMbl  UHMeE2PaYUOHHbIX
mpaHcakyuli ¢ MuHumu3sayuell 6apbepos 8
npoyecce npedocmasneHusi mesieKoOMMyHU-
KayUOHHbIX ycry2. [1posedeH aHasiu3 mpaHc-
aKYUOHHBIX U30epxeKk 20cy0apcmseHHO20
cekmopa cy6beKkmos pbiHKa MeaeKoMMyHU-
KaYUOHHBIX yCye.

KnioueBble cnoBa: uHCMUMyyUoOHaau3ayusl,
UHMeapayusi, MpaHCaKyUOHHbIe U30epKKU,
ornepamop mesiekoMMyHUKayul, pbIHOK me-
JIEKOMMYHUKaUUOHHBIX yC/y2.

Introduction. The institutional basis of economic
relations characterized by market actors transaction
between entities at different levels of management
on the basis of agreements or formal regulations and
informal institutions. Transaction costs arising as a
result of economic interaction of domestic telecom-
munications operators grow through the incomplete
formation of the institutional foundations of a market
economy, which reduces the economic attractiveness
of telecom innovation projects.

In addition, the development of the domestic tele-
communications market is hampered by the low level
of adequate institutional mechanisms regulators of
transition, including a mechanism to institutionalize
relationships that arise during the evolution of forms
of interaction.

Therefore, the problem of transaction costs in the
activities of telecommunication operators is of special
interest from the standpoint of theoretical research
and development practices to reduce.

Analysis of recent research and publications.
Analysis of management of telecommunication
operators paid attention to such domestic and for-
eign researchers, as L.E. Varakin, L. Mises, V.L. Ino-
zemtsev, Kotler, V.G. Rostants, O.B. Morhulets,
N.V. Makarova, A.S. Redkin, V.M. Granaturov, includ-
ing the theoretical framework of diversifying busi-
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ness in conditions of postindustrial economic system
reflected in the works of R. Ansoff, T. Kono, J. Keynes,
A. Marshall, G. Mynttsberha, M. Porter, P. Hall.

The issue of the formation transactions and trans-
action costs devoted to the work of scholars such as:
X. Demsets, R.Kouz, D. North, Errou K., W. Meklynh,
C. Menard, John. Mylhrom, John. Roberts, O. Wil-
liamson, T . Ehhertson. Relevant valuation and trans-
action cost analysis of trends revealed in the works
of J. Wallis, N. Wong, R. Valley, Karl Menrad [16] and
others.

Setting objectives. However, the problem of
regulating transaction costs in business telecommu-
nications operators in the contemporary economy
requires theoretical and methodological analysis of
transaction costs with substantiated ways of increas-
ing the efficiency of institutions transaction that
resulted in the goal of the study.

The purpose of the article is to study the theoreti-
cal and methodological analysis of transaction costs
and their regulation in the business of telecommuni-
cation operators.

The main material research. The impact of trans-
action costs on the efficiency of business activity is
accompanied by increased interdependence of busi-
ness and market needs analysis of their joint action.
The role of transaction costs in the operation of tele-
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communication operators as an institutional indicator
is characterized as agents of opportunism common
interactions in the system and the shortcomings of
institutional regulation in the transaction sector [2]:
banking, telecommunications and others.

Increased attention to the impact of transaction
costs on the efficiency of business activities, primar-
ily due to the infrastructure markets as a complex
system of economic relations between the entities
sold under certain economic and legal order, which
is formed and played their direct participation and
based on their economic interests. This is due to their
importance in the social-economic (income markets
of transport and communication accounted for over
14% of GDP) and political development. In this con-
nection special relevance acquires the balance of
economic policy to ensure national economic inter-
ests. Management of transaction costs in markets
telecommunications services involves analyzing not
only the threshold selected indicators, but also a
comprehensive assessment of economic processes.
During the years 2010-2014 there was an annual
decrease of almost all indicators of the results of
functioning of infrastructure services (Table. 1).

In the rating of Ukraine as infrastructure, includ-
ing telecommunications, for the years 2014-2015,
which is part of the Global Competitiveness Index
(76th position among 144 countries), the country was
on the 68th place (144's) and 130 th ranking on the
quality of institutions [17]. Under these conditions,
there is an urgent transformation of transaction costs
in business. Complexity analysis of transaction costs
accompanied by increased integration processes on
the market, including telecommunications services,
due to the existence of a system of interests that are
expressed by business entrepreneurs, state — gov-
ernment authorities and the public — through the
institutions of civil society. The regulatory impact on
the integration of the least performed institutions of
civil society and business through the establishment
of appropriate voluntary social organizations and
associations of economic interaction [5]. The direct
participation of state bodies in the business environ-
ment associated with the ability to compensate for
the limited efficiency of market mechanisms, during
their formation, the formation of institutions resulting
from the consolidation of good practice and the next
Legislative their design. The importance of the state
as regulator of economic relations with acts of its pur-
pose to preserve the unity of the legal environment,
institutional and business structures, as well as a
regulator of the integration process — providing com-

petitive advantage for strengthening of the national
economy and its subjects.

Effective mechanisms to support economic activ-
ity and balancing market space is a system of law
that governs property relations and of interaction, but
in the case of regulatory measures ambiguity leads
to the manifestation of symptoms monopolizing the
industry on the one hand, and on the other — the
desire of government agencies to ownership the right
to sell power and influence in the business sector that
collectively constrain the transformation of the institu-
tional system security economy.

In general, integration — the process of combin-
ing disparate elements together. The economy of
integration — a process of mutual adaptation, expan-
sion of economic and industrial cooperation, a form
of internationalization of economic activity, etc. [8],
and is manifested in the creation of favorable con-
ditions for its implementation, expansion and deep-
ening industrial and technological relations, sharing
of resources association Capital and others. [10].
At any level (micro, macro) elements of the integra-
tion process are relative to the development of self-
movement and come in contact and interaction that at
some point in time under the influence of factors and
conditions generating internal and external contradic-
tions between them, bearing in not only destructive
but creative force that reflects this contradiction [1].

Increased intensity and frequency of transactions
enterprise integration enhances relations, but in terms
of improved environmental uncertainty and specificity
of resources needs to change the institutional struc-
ture. The study P. Klein [15], institutional structure
serves as a basis for building economic relations part-
ners, but in case consolidation formal way (domestic
convention) whether efficiency compliance verifica-
tion procedures, and support regulatory prescriptions
such forms of cooperation and contracts fall without
having sustainable institutional arrangements. Basic
directions forming a homogeneous institutional envi-
ronment that influences the form of integration trans-
actions are the distinct actions of public authorities to:

- Strengthening of private property (contract law,
antitrust law) to reduce opportunistic behavior as
manifestations of undertakings and public authorities
and local government;

- Improvement contract relations in the direction
of forming integrated structures with the interaction of
science and production;

- Use of alternative measures to increase capital
investments and the development of new forms of
collective investment;

Table 1
Dynamics of the provision of transport services and communications
Industry 2010 2011 2012 2013 2014
Post and telecommunications (min.) 47417 50281 52271 52492 52434

Source: [14]
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- Development and improvement of self-regulation
business.

Analysis of the effectiveness of telecommunica-
tions operators showed that transaction costs arising
from the interaction between contract and market play-
ers, resulting organizational and economic, technical
and institutional (formal and informal) conditions of its
operation [12, p. 20]. Informality contracts due to their
incomplete because of the inability to identify possible
opportunistic situations or circumstances and costly
to control fulfilment of obligations by another party.
According to the transaction costs typing O. William-
son [11], the main element serves the conclusion of a
contractual agreement. Furthermore, in terms of inef-
ficient institutional structure of the telecommunications
sector performance increases transaction costs, which
are the result not only of the relationship between the
market players themselves but also interaction with
government agencies. So select the transaction costs
of business as the economy, and related entities (pri-
vate) and state (public) [8, 9, 12].

According to research D. North "model state"
based on the institution of property rights, transaction
costs, etc. take the form of institutional Agreement
[6]. Because the market entities, entering into rela-
tionship with the government, based on certain for-
mal and informal terms of the agreement, the trans-
action costs shall consider them within the public
sector within the typology, namely the cost of search,
monitoring costs, transaction costs, expenses per-
formance of the contract, the cost of protection from
exposure to third parties.

The increase in transaction costs has been grow-
ing uncertainty and asymmetric information needs
in the mechanisms regulating transaction costs, tak-
ing into account national specifics of certain types of
business activities. Comprehensive evaluation meth-
ods of transaction costs of enterprises does not exist,
because of the complexity of calculation of implicit
component, expressed in the form of excessive
spending growth, a high degree of opportunism and
others. According to the classification of transaction
costs by D. North and T. Ehhertssonom [13, p. 97]
and R. Kapelyushnikov [4 p. 67], the calculation of
conduct in their structure of telecommunications
operators.

Analysis transaction costs for telecommunications
operators showed a significant amount of their total
operating costs in 74% and 56% for JSC "Kyivstar"
and JSC "Ukrtelecom"”, respectively, in 2013, related
to the interaction of business and state inefficiency
that characterizes the institutional structure and avail-
ability of administrative constraints, on the one hand,
increases the marginal cost operators, on the other —
increase the competitiveness of the industry diffi-
cult, including because of institutional barriers and
increase economic agents additional costs asso-
ciated with mandatory contributions — the cost of
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access to the market (state registration, licensing
and control of the quality of telecommunication ser-
vices) and illegal payments (expenses lobbying ,
costs deviations from regulations and fines from ille-
gal conflict resolution).

One method of regulation transaction costs is
the creation of effective legal protection through the
institution of property relations in the prevalence of
informal economic activity. It is therefore necessary
institutional structuring of space specification func-
tions relevant institutions that regulate transaction
costs, for example, the institute of public-private part-
nership [3, 5]. Implementation processes of economic
modernization most industry markets requires effec-
tive institutional mechanism to regulate the transac-
tions businesses and developed institutional environ-
ment that will promote the formation and competitive
advantage, because largely reduces transaction
costs and increase the efficiency of economic activity.
In turn, ordered the formation of circuits contract rela-
tions, institutional forms of economic ties and rela-
tions will improve the quality of management in the
operator activity.

Conclusions and prospects for further
research. The effectiveness of the current economic
agents determined not so much chosen long-term
market strategy, and everything is more appropriate
mechanism as interactions with other market partici-
pants and institutional adjustment arising under the
brand integration between asset relationships and
organizational forms of business enterprise struc-
tures [7]. One of the factors of transaction costs acted
striving to adapt to the dynamic market environment,
telecom operators to minimize opportunism, but the
uncertainty of the institutional environment, in which
decisions about resource use.

Basic directions forming a homogeneous institu-
tional environment that influences the form of inte-
gration transactions are the distinct actions of state
bodies on: mechanisms for the protection of private
property for decrease of opportunistic behavior as
entities and authorities; contract improving relations
in the direction of forming integrated structures with
the interaction of science and production; the use
of alternative measures for the development of new
forms of collective investment to boost economic
security [16].

Thus, there is an allocation of institutional mecha-
nism as a special sphere of interaction and resolution
of conflicts arising in the effective implementation of
the goals and objectives of integrated facilities, cre-
ating conditions of stability and consolidation of the
complex relationship between the firm [7]. In modern
conditions in the domestic market to enhance the
functioning integrated structures can be achieved by
government regulation, the main areas which should
be: forming joint organizations and expand industrial
cooperation intersectoral cooperation within busi-
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nesses, forming stable patterns of transactions based
on contractual interdependence, which largely con-
tribute to the modernization of the institutional envi-
ronment.
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