JOURNAL OF WORLD ECONOMY: TRANSFORMATIONS & TRANSITIONS
ISSN 2792-385]
JOWETT 2022, [(03)12

ARTICLE '.) Check for updates

INTERDISCIPLINARY APPROACH TO THE STUDY OF
STATE SOCIO-ECONOMIC SYSTEMS

PRYIATELCHUK, Olena*

Doctor of Economic Sciences, professor of the Department of International Business, Institute of International Relations,
Taras Shevchenko National University of Kyiv, Ukraine. *Correspondence to (pryyatelchuk@gmail.com )

PUBLISHED: 07/01/2022 Accepted: 05/01/2022 Submitted: 28/12/2021

COPYRIGHT NOTICE:

© 2022 by author. Licensee ERUDITUS. This article is an open access article distributed under the terms and conditions of
= the Creative Commons Attribution (CC BY) license (https:/creativecommons.org/licenses/by/4.0/ ).

CITE THIS PAPER:
Pryiatelchuk, Olena (2022). "Interdisciplinary Approach to the Study of State Socio-Economic Systems" Journal of World
Economy: Transformations & Transitions (JOWETT) 1(03):12. DOI: https://doi.org/10.52459/jowett13120122

ABSTRACT

The success of implementing a state economic policy operating under the conditions of a particular
economic model depends on the diversity of aspects. The social one is the most important among
them. The social aspect of the economic system and politics is oriented first and foremost to human
resources, which is the base of the social-economic system. In this article the interdisciplinary
approach has been identified as a priority in the field of study of the essence and development of
new types of socio-economic systems, considering the whole complex of factors of their environment
of formation. The existence of a close interconnection of economic and social aspects has been
determined: the influence of non-economic, including social, determinants on the development and
functioning of innovative models of the state structure; ensuring social development through
existing economic shifts. It's concluded that an interdisciplinary approach in analyzing the concept

of sustainable development and finding ways of its implementation is a necessity.
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INTRODUCTION

The usage of an interdisciplinary approach to the research and formation of state economic systems has
become an actual trend of state planning and administration. Traditionally, the determining factors for building
a particular type of economic system were the political course and the available logistical preconditions for the
country's development. However, aspects of ethics, morality, psychology, and culture have become a
prerequisite for the formation of the state economic system. Thus, traditionally the political and economic

aspects of the construction of the state system have expanded due to sociology, psychology, and cultural studies.

However, the socialization of the state economic system is not an innovative phenomenon. Social
coloring of economic systems is a common characteristic of all — even the most pragmatic economic systems.

Let's define the essence, varieties of economic systems, and the level of their socialization.

In essence, the economic system is quite multifactorial and is constantly functioning and changing,
being influenced by factors such as the existing system of economic decision-making in the country; ownership
structure; mechanisms for providing information and coordination; methods of setting goals, and motivating

people to productive work, etc.

The system-forming elements of the economic system include, first, socio-economic relations
(correlation between production factors and labor results). Elements such as ownership, organization of labor,
use of labor, the main types of economic systems, in fact, are different for each social-economic system. Thus,
the most accepted approach is the separation of traditional, market, administrative (command), transitional and

mixed economic systems (Pelkmans, 2012).

HYPOTHESIS

The traditional economic system is characterized by closeness from the outside world, dominance in
the structure of the economy of the agricultural industry, natural exchange, barter operations, slow technological
development; individual and simple cooperation in the field of labor organization, clan; limited personality
development and almost impossible migration from the bottom of the social pyramid. Traditions passed down
from generation to generation determine both the structure of production and the supply of goods and services

and the main range of potential consumers.

In a market economy, private ownership usually prevails, free-market pricing laws are based on supply
and demand. The regulatory role of the state is limited by the law-making system, that is, the principle of

"invisible hand of the market", described by A. Smith, is implemented, according to which the state performs

Pryiatelchuk, Olena (2022). "Interdisciplinary Approach to the Study of State Socio-Economic Systems"
Journal of World Economy: Transformations & Transitions (JOWETT) 1(03):12. DOI: Page 2 of 17
https://doi.org/10.52459/jowett13120122



https://doi.org/10.52459/jowett13120122
https://doi.org/10.52459/jowett13120122
https://core.ac.uk/download/pdf/132578413.pdf

JOURNAL OF WORLD ECONOMY: TRANSFORMATIONS & TRANSITIONS
ISSN 2792385
JOWETT 2022, 10312

the functions of monitoring and control and, if necessary, eliminates certain distortions arising in the process of
economic and social relations. Such participation of the state is necessary under the condition of impossibility
of full market self-regulation and cyclicality of economic development, which implies the permanent onset of
crisis phenomena. In a modern market economys, the state is forced to play an active regulatory role and to ensure

a high level of social protection for all members of society.

One of the main advantages of a market economic system is the efficient allocation of resources,
directed primarily to the production of goods and services for which there is a high demand ("invisible hand of
the market"); freedom of choice and activity of entrepreneurs; promoting the quality of goods and services;
flexibility and high adaptability to changing environments; stimulating scientific and technological progress.

However, this system has also some disadvantages (Reinert, 1999). These include unequal distribution of

income; instability of development, which often results in inflation, unemployment, social tension; insufficient
funding for research, education, and health; imperfect competition; active merger and acquisition processes

leading to partial market monopolization; uneconomical use of natural resources, etc.

The administrative (command) economic system is characterized by the centralization of management
based on policy-driven planning and demand forecasting; high concentration of production and monopoly;
exclusively state ownership; the presence of a cumbersome administrative and bureaucratic apparatus.
Economic decisions are made mainly by government officials. Manufacturers are deprived of both their freedom
of choice and interest in improving production efficiency. The positive features of a command economy include
the economy of resources due to planning, the possibility of concentrating them on certain areas of economic
activity; rapid response to unforeseen threats, including economic threats; ensuring economic and social
stability. However, all the advantages are offset by such disadvantages as the impossibility of rapid development
and implementation of scientific and technological progress; lack of freedom of production and consumption;
low level of satisfaction of consumer demand; the emergence of the "black market" due to chronic shortage of

consumer goods.

The transitional economic system is an intermediate (unstable, alternative, pre-crisis) state of economy
without a pronounced form of ownership, which involves the use of wage labor, the existence of various types

and forms of labor and production organization.

DISCUSSION

Currently, the most common is the mixed form of the economic system. Its research is not possible due
to the multifaceted nature of the elements and methods and principles of their interaction without the use of a

multidisciplinary approach. Any modern economy has elements of both the market (in particular, the consumer
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sector) and the planned (mainly in strategic sectors) economy, as well as the remnants of the traditional system
(the production of authentic folk attributes of clothing, traditional food, etc.). A mixed economy is based on
mixed forms of ownership, the interaction of free competition, the principle of state non-interference in the

economy with simultaneous socialization of economic life (Esping—Andersen, 1990).

Even in the absence of standard schemes and the need to develop identical models with national features
in mind, this system has several advantages. In particular, the positive features of a mixed economy are the
creation of conditions for economic growth and stability; social guarantees; protecting and promoting free
competition; combating monopolies; ensuring political stability; stimulation of technological and organizational

innovations; support for education, culture, and science (Pryiatelchuk, 2019).

In a mixed economic system, the disadvantages of a market economy are offset by state regulation the
direct involvement of the state in the provision of social goods. In general, the main functions of the state in the

mixed economic system include:

e redistribution of income through the tax system and centralized funds;

e support for public sector enterprises;

e financing of education, culture, science, public order;

e impact on the redistribution of resources between sectors of the economy to prevent

unemployment and production downturns.

In general, a mixed economy is a combination of elements of a market economy and a planned economy
with a compulsory consideration of the social component. However, in different conditions, different methods
of socialization of state regulation and business are possible, as well as a system of coordination of these

relationships in the triad state-business society (individual).

A mixed economy involves the participation in economic control of both the state and individuals
(business and society). In this system, there is freedom of economic activity and state interference in social
security. Although a mixed economic system has a relatively short lifespan, it has been embraced by several
developing countries, such as India, and industrialized countries, including the United States, the United

Kingdom, as a system that provides rapid economic development.

The mixed economy is characterized by such features as the coexistence of the private and public
sectors; personal freedom; existence and protection of private property institute; economic planning carried out
by the state in order to fully promote the economic development of the country; state control over market pricing;

antitrust regulation; avoidance of economic inequality; profitable activity and social security. The mixed
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economic system combines the incentives for entrepreneurial activity to obtain the profits inherent in capitalism,

with the inclusive system of social insurance characteristic of socialism.

There are several types of mixed economy:

The mixed-economy capitalist model assumes private ownership of an overwhelming number of factors

of production (REO, 2019). The state does not interfere excessively in the economy, the main responsibility of

the government lies in ensuring rapid economic growth, conducting antitrust measures to maintain a free-market

environment.

The state retains ownership of the means of production under a socialist mixed system. Market
mechanisms, such as market conditions, are used to make major economic decisions. However, government
intervention remains to ensure sustainable economic growth, such as generating demand through the creation of
a public procurement system. The socialist mixed system is implemented through a liberal or centralized model.
In the context of a liberal socialist mixed economy, rapid economic growth rates remain continuous due to the
timely intervention of the state in self-regulating market processes. In a centralized socialist mixed economy,

major decisions are made by the government in accordance with the needs of the economy.

The main feature of a mixed economy is its socialization. One of the most common varieties of mixed
economy is currently a socially-oriented market economy, a public welfare economy, a social economy, and

more.

A socio-oriented market economy (socio-market economy) is an economic system organized based on
market self-regulation. Under this system, both the state and the private business (the manufacturer of goods
and the entity providing services) carry out their activities considering the needs and preferences of the consumer
(an individual of society). This should be expressed as in the production and marketing activities, in which the
manufacturer offers the product in accordance with the structure of demand, the general needs of society and
considering such general needs as the environmental friendliness of production, utility, and harmlessness of
manufactured products, the formation of a proper culture of consumption, which would ensure the development

of society at a high-quality level (NCGM, 2019). At the same time, the manufacturer must adhere to the rules

of business ethics, be a law-abiding taxpayer (since it is from the size of revenues to the budget that the structure
of social payments is formed, and therefore the overall level of welfare of the society as a whole is established),
to implement the concept of corporate social responsibility in the process of its activity, which would guarantee
the implementation of social projects within the organization (compliance with labor laws, creation of proper
working conditions, implementation of valeological and health projects, staff development, additional
insurance, etc.), and the regions of operation (sponsorship and social projects, projects for the development of

regions involved in providing quality reproduction of labor resources of the state in general). The state, in turn,
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actively coordinating and playing a key role in the implementation of social projects within the general socio-
economic policy of the state, should develop a sense of mutual responsibility of all market participants and

coordinate unfair trends in competition, trade, and income sharing.

The concept of a social market economy is based on previously developed theories and is an element of

pre-existing concepts, trends, and schools.

The basis for the emergence of the modern concept of the socio-market economy can be considered
theories of liberalism, neoliberalism, ordoliberalism, and the concept of the German social market economy.
However, in the opposite view of A. Miiller-Armack, although the social market economy is closely related to
the theory of neoliberalism, “its roots are in dynamic theory in philosophical anthropology that arose from other
views on the state and the development of the concept of lifestyle, which has been largely denied by

neoliberalism» (Janiszewska, 2015).

Based on the principles of A. Smith and D. Ricardo's teachings on the freedom of choice of producer
and consumer as the key to the successful functioning of the market system, the theory of liberalism plays a

leading role in the individual activity, driven by personal interest (Kolev, et al., 2014). Ensuring the greatest

freedom of economic activity of the subjects must be combined with a clear limitation of the degree of state
intervention in the economy. The theoretical postulates proclaimed supporters of liberalism can be represented

by the following provisions:

o the market system is considered to be the most efficient economic system since it is able to create
the best conditions for economic development and growth, under which the state provides only
conditions for competition;

o the market system is capable of self-regulation, thereby ensuring the presence of natural order,
which, in turn, shapes and maintains an optimal balance of personal and public interests;

e the freedom of activity impedes the formation of monopolies and the deepening of state

interference.

Some theses inherent in the adherents of liberalism were reflected not only in the classics but also in
Christian, especially Catholic doctrine. In particular, in the writings of A. Augustinus and T. Aquinas, the market
is perceived as a mechanism of coordination, however, which perfectly functions only in the presence of
appropriate institutional and social policies. Thus, the concept of the social market economy was primarily

formed based on classical and Christian economic trends.

The next stage (beginning of the twentieth century) of the formation and development of the concept of

the social market economy were the approaches of representatives of social institutionalism, in particular, T.
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Veblen and W. Mitchell, who proved the imperfection of the market monopolized economy at that time. There
was a need for a broader approach to solving economic problems, given the strong influence on the economy of
social institutions and processes, in particular the state, law, trade unions, ethics, morality, religion, etc.
According to the authors, these institutions were to provide the much-needed social control over the imperfect
monopoly market. It was the economists-institutionalists who pointed out that legal, social, and moral factors
influence the economy with material factors, which has a significant impact on the economic growth rate and
the overall welfare of the country. Such a broad approach to economics has been a significant achievement of

methodology and theory of economics.

Neoliberal economic and social projects, in turn, deny totalitarian social systems, allow for the presence
of elements of state regulation in the economy, and emphasize the need to protect competition from monopoly
power (primarily by establishing a system of public control overpower). Although the representatives of separate
directions choose the different ways of overcoming the existing problems, (Chicago School - F. Knight, M.
Friedman, London - L. Mises, Freibuz — W. Euken, L. Erhard), they are focused, first of all on a combination

of individual and social freedom with the need to support socially vulnerable groups.

Advocating liberalism, while promoting the value of personal freedom, society viewed the social market
economy as a program aimed at shaping the political, economic order and those areas in which freedom is a

basic condition for efficiency.

The Ordoliberals proceeded from the assumption that only an economic order based on the freedom and
responsibility of each individual can effectively provide society with limited goods and steadily increase the
level of general well-being. The protection of competition is one of the main tasks of the state since it is the
policy of perfect competition that is a condition for fairness for all. The principle of universal competition will
resist the attempts of individuals and the state to monopolize the market. The developed system of a competitive
market will allow all members of society, regardless of their social status, to maintain an adequate standard of
living. That is, the level of well-being should be achieved by all members of society equally (the minimum level

in all qualitative and quantitative indicators).

W. Euken argued that each particular system was based on a combination of human needs, natural
conditions of labor, inventory, technical knowledge, legal and social order. The state should take an active direct
part in the formation of the proper level of this order and its support until the established order acquires the
natural, established, unchanged features. According to the scientist, the basic principles of such a free market
economy system should be the inviolability of private property; stability of cash flows and national currency;
open markets; freedom of agreements and contracts; responsibility of each individual for their economic

decisions; sustainability of economic policy (Kolev, et al., 2014).
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A major contribution of the Ordoliberal School was the study of the relationship between the economic,
political, state, and legal order. Thus, the horde of liberalism has attempted to create a coherent picture of an

economic system that functions in the unbroken unity of economic and non-economic institutions.

Such works have largely contributed to the formation of the very concept of social market economy,
the separation of theoretical approaches to its study as an independent scientific direction, one of the first
representative of which was A. Miiller-Armack, who justified the term "social market economy", which "was a
socio-market order, which purposefully organized a free market economy in the presence of a regulatory system
we give the competition a stronger guarantee of social progress precisely because social progress through a free
system through the conscious development of free-market measures and the redistribution of revenues through
the state budget, when competition development forms the economic base for social events, can be organized

more effectively» (Janiszewska, 2015).

The idea of a social market economy, which suggested a combination of market economy and social

justice, found its practical implementation in the German doctrine of the social market economy.

In particular, the argument for a new path of the social market economy for post-war Germany was: a
sharp criticism of the centralized management of totalitarian economic systems combined with a simultaneous
critique of the free market; isolation of free-market mechanism as a special management tool; the need to take
into account the social component in the economy and the need for "socially motivated intervention" in it;
isolation of separate (price, structural, housing, social, monetary) spheres where the market alone is not capable

of delivering the results needed by society.

At that time, the German economic policy strategy for the creation of a new economy envisaged, first
of all, the revival of market pricing, increased profits, and investment activity of enterprises; at the same time -
state control over the prices for essential food products, as well as oil, gasoline, transport, mineral fertilizers

(Merkel, 2019).

In contrast to the ordoliberal concept of a socially-oriented market economy, the Scandinavian model
of the social economy has been formed and is now developing. If the ordoliberal market model relies on the
idea of free competition, the voluntary nature of wage-setting, and other key socio-economic parameters, the
Scandinavian social-democratic model, in turn, gives the state governed by the public control system the main

functions in the socio-economic sphere (NCGM, 2019).

However, under the current conditions, both models are practically identical due to the implementation
of social partnership concepts and solidarity in practical terms. The socialization of the functioning of a market

economic system is realized through a coherent system of tripartism - the state, society, and business. An
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important task of the state remains to ensure a balance between market efficiency and social justice, protection
of legal rules governing economic activity, and at the same time ensuring the existence of a perfectly competitive
environment. However, the level of activity of the state and its involvement in the social sphere in individual

countries may differ, forming the characteristics of individual market economic systems.

Existing economic systems with elements of state regulation are steadily reducing the economic
freedom of a particular individual and disrupting the market mechanism of pricing. Only in the conditions of
the system of social market economy, it is possible to guarantee economic freedom concerning the state,
entrepreneurs, and workers. Only a social market economy based on social justice can guarantee the realization

of the best opportunities for comprehensive economic growth.

It is important to note that in this case social justice does not mean an equal distribution of income, but

a fair (according to the results of the activity and contribution of an individual) distribution.

The key conditions for creating a social market economy include:

e creating of central administrative and legal bodies that carry out economic and financial
policies under their own responsibility;

e carrying out tax reform by reducing the tax burden to a level that would stimulate personal
economic interest in expanding production;

o reforming the financial system by drastically reducing costs and maintaining budgetary
equilibrium in order to prevent debt;

¢ conducting antitrust policies to prevent possible abuse of power in the economy;

o replacement of imperfect regulated economy by a social market economic system.

The social market economy is the defining basis of economic and social policy, the essence of which,
"instead of defining a policy that retains economic control, inhibiting free initiative in society can be defined as
a social solution that combines all goals in the working, realistic harmony. That is, a socially-oriented market
economy is an economic social system that provides high efficiency of a market economy and guarantees

citizens on this basis the maximum of social justice, security, and socio-economic progress (Kuznetsova, 2015).

The basis of the social market economy is the freedom and responsibility of each individual (Laville

2010). The market economy, promoted by the struggle for objective results of the competition, eliminates any
possibility of the state abusing its economic power as an instrument of political power. In such circumstances,
the task of public policy is to combine freedom, order, a harmony of individualism and collectivism to achieve

the common welfare. The main purpose is to provide every member of society with the minimum necessary and
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to create the conditions under which anyone can provide himself or herself with the desired maximum under the

desire and exertion of his or her own efforts.

After the establishment of a system of social market economy, the solution of social problems stays no
longer in the prerogative of the state. The social security system becomes independent. In addition, citizens must

independently control the administration of the bodies of this system.

The benefits of the social market economy model are sufficiently substantiated by the Hungarian
economist A. Yasay. In his view, the socio-oriented market economy “borrows to some extent from capitalism
the desire to make a profit in private property, but at the same time seeks to use the profit to achieve noble goals
such as solidarity, social justice, and equality. This guarantees the efficient production of a social product in a

free market” (Pryyatelchuk, 2018).

However, like any other system, a socially-oriented market economy, under certain conditions of
practical functioning, can lead to several disadvantages. Protectionism of inefficient industries for the purpose
of implementing social programs, active protection against foreign competitors of domestic producers, etc.,
ultimately leads to the destruction of the harmonious system of the national economy, increasing production
costs, reducing the number of jobs, and eliminating incentives to create new ones, reducing the actual size of

employee benefits and the like.

To avoid the formation of a high-cost economy that is incapable of developing, as the burden of
implementing social projects is an undue burden, it is necessary to develop priority, most effective, highly

profitable sectors of the economy, thereby avoiding the need for such social projects.

In this perspective, it is important to consider the initial principles: (1) social justice means not equal
share for everyone but separate for each person, and (2) a successfully functioning socially-oriented economic
system is not one where there are many social support projects for citizens. It is one in which there is no need
for such programs since all the conditions are created for the possibility of everyone to raise the minimum level

of well-being given to them (SPI, 2018).

The best social order does not exist where, through redistribution of the social product, the widest
possible social support is provided, but where such support is required by the minimum number of citizens. The
primary functions of the state include creating favorable conditions for the development and multiplication of

human capital (HMR&C. 2019). In the future, the degree of personal success will depend only on the level of

development of the abilities and efforts spent to realize them.
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An integral part of any economic system is the social one, expressed in the development and
implementation of socio-economic policies of the state. Thus, formally, any economic system is social.

However, it is necessary to distinguish between categories of social market economy and social economy.

The social market economy is a developed economic system, widespread among industrialized
countries since the mid-twentieth century. To such a system is the high level of the social and economic well-
being of the citizens, as well as the existence of a perfect system of socio-economic institutions that direct the
functioning of all elements of the system in order to achieve the goals of social justice, protection, a high
standard and quality of life. For example, Western European countries, promoting the idea of social statehood,
implement socio-economic policies not only at national but also supranational levels within the framework of a

single European Union (EU) concept.

At the same time, according to the method of realization of the concept of socially oriented market
economy and achieved effects, there is a certain difference between individual modifications of existing similar
economic systems, which can significantly complicate understanding of the concept of the actual social

cconomy.

An economy with a high standard of living and significant social expenditures (for example, the USA,
Canada) is an example of a liberal society that has achieved a high level of material well-being that would allow
significant allocations to the poor, financing the health care system, education, and other social sectors.
However, there is a lack of a mechanism of reconciliation of interests between individual disparate social groups

existing within the given economic system.

Instead, other economic systems (such as Switzerland, Austria, Belgium) are focusing their socio-
economic and legal mechanisms on concerted action to achieve social coherence and a high standard of living

for most of the population, although they are in the lead in absolute terms of income and quality of life.

Accordingly, the status of a purely "social economy" can be assigned to the third group of countries,
which successfully combine their own socially oriented market system to support the social sphere, to achieve

a general level of well-being and high absolute indicators of sustainable development.

The social economy cannot be exceptionally free, liberal. In essence, the market, business is bypassing
the implementation of social projects. In this case, it is extremely important for the functioning of the social
market system to play the role of the state, which can either assume the maintenance of the functioning of the
social sphere or create the conditions under which business will be forced or interested to participate in it. An

ideal situation may be to create a high-income country, which, with the perfect income and expenditure
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component of the tax system, will allow the government to channel significant funds for social development

while encouraging private business initiatives to engage in such programs and projects.

The expansion of the functions of the state in modern society while preserving market freedoms,
institutions and mechanisms is conditioned by the further complication of the socio-economic process. Such
fundamental problems of modern society as strengthening the social sphere cannot be solved solely through
market mechanisms. The social sphere itself is one of the most important drivers of economic growth. Yes, the
level of education, qualifications of the workforce, and the state of research directly affect the pace and
quantitative indicators of economic growth. A significant impact on the quality of the workforce, on economic
development as a whole, is exerted by the health care system, social security, and the environment. Alone, the
market is not capable of creating a strong social sphere, although some market mechanisms, including

competition, have a significant social orientation (Poirier, 2016).

The economic theory considers the possibility of manifestation of social effects in conditions of perfect
competition. The social effect is «the totality of social results obtained from realization of investments in the
real sector of the economy, which are projected on quality of the social environmenty»; «consequences of certain

socio-cultural changes, mass events» (Schumpeter, 1984); a tool for creating "favorable conditions for the

comprehensive development of the individual, the use by citizens of their creative forces and abilities, which
find expression in the reduction of hard physical labor, an increase of free time, increase of material and cultural
standard of living of the people, in health care, etc."; competitive product or service; the result that "society
receives in the process of producing a product or service, performing a certain type of work, and in the process
of consuming relevant social, material and spiritual values” (Stjerne, 2005). Important in this concept is the
condition that the social effect must be stable, progressive, contain both the result of activity and the source, a
means for further development, to act as a permanent and lasting element in the chain of continuous reproduction

of social life.

The key indicators of social effect are: increasing the employment rate of the population; raising the
level of housing supply; improving the environment; increasing accessibility and quality of services to the
population in the fields of transport, health care, education, physical culture, and sports, culture, housing and

communal services (SPI, 2018). Thus, activities aimed at achieving social impact can at the same time contribute

to solving several important social problems.

However, the results from the social effect can be both positive and negative. On the one hand, the
activity of market actors leads to job creation, improvement of living standards of the population, maintenance
of ecological balance due to modernization of production and carrying out of environmental measures, an

increase of educational and cultural level, reduction of social tension, etc. However, at the same time, we can
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observe job cuts (due to the same modernization of production), rising unemployment, lowing living standards,
worsening environmental situation, the emergence of social tensions and social conflicts (for example, due to

increased density of buildings, increased migration flows, etc.).

To overcome such negative features of the social orientation of the free functioning of the market, it is
very important to clearly define the role, functional responsibilities, sphere of responsibility of the state, and

mechanisms of its social control.

A special factor in the objective increase of the role of the state is the characteristic of modern society
"institutional rigidity" - the presence of social and economic mechanisms that allow correlation of fundamental
market variables in one direction and prevent changes in the opposite direction. For example, the absolute level
of prices and wages usually increases, and when business conditions decline - lowering prices and wages, it is
difficult to dismiss some employees due to regulatory factors. Although this indicates a partial loss of flexibility
in the modern economy, it is only under such conditions that social standards can be respected and the general
well-being of the population can be increased. This aspect is one of the important directions of the regulative

state policy in the conditions of existence of the social market economy (Ehrenfreund, 2015). It should be borne

in mind that economic efficiency is ensured solely by the market, though, in certain circumstances, with the

participation and assistance of a state-controlled society.

This principle is universal in the current market conditions. There are, however, certain national
peculiarities in which the functions of the market and the state in the existing separate national socio-economic
system are differently distributed. It is in the model of social market economy that the optimal combination of
the state and the market has been found in the form of active state intervention in the economy, especially in the

social one, with absolute respect for the fundamental principles of a market economy.

Maintaining a competitive environment, protecting competition through the creation by the state of a
perfect system of legislative acts, and mechanisms for monitoring their implementation are fundamental
principles in the concept of a social market economy. Alone, a market system can easily lose its competitive

character if it is not supported by exogenous non-market power.

In this case, the fundamental link is between competition and social well-being. Competition ensures
the most efficient functioning of the market mechanism and thereby maximizes social wealth. Competition
establishes a correlation between the income and expenditure of factors of production, between wages and labor
costs, thus supporting social justice. Competition limits price increases and ensures that goods and services are

accessible to most of the population.
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CONCLUSIONS

A socially-oriented market economy is a highly efficient economy with advanced entrepreneurship and
market infrastructure, effective state regulation of income sharing that could interest businesses to expand and
improve production, and workers to high levels of productivity. A socially oriented economy guarantees a high
level of well-being for working members of a conscious society; adequate level of social security for poorly
protected sections of the population - pensioners, unemployed, disabled, families with young children; effective

protection of the life, health, rights, and freedoms of the general population.

The fundamentally social-oriented economy is based on the principles of constitutional guarantees of
personal rights and freedoms of citizens, freedom, and responsibility of entreprencurship, free choice of
profession and place of work, equality of all forms of ownership, guarantees of its integrity and use in the
interests of the individual and society, ensuring the interconnection of well-being and the results of their
activities, social protection of the disabled and other socially disadvantaged sections of the population, social
partnership based on three-parties system (government, employers, workers). In addition, any effective social
economy considers and is characterized by national specific features that reflect the history of the country, the
traditions of the people, the national mentality, the system of education and attitude to solidarity,
collectivism/individualism, national peculiarities of business culture, etc. The highest value and purpose of
development of society and the state is the person, his rights, freedoms, and guarantees of their realization

(Miller, 2010). To ensure them, the state creates conditions for a sustainable and dynamic development of

production, raising the standard and quality of life of the population based on the development of new systems

of economy and technological way of production, formation of society considering cross-cultural characteristics.

In addition to creating economic and technical and technological conditions, the active participation of
the state is the key to the effective functioning and sustainable development of the social economy. The role of
the state must balance at the point of the plateau between the overarching dominant role of the state and its
complete elimination from the process of economic progress. At the same time, social well-being cannot be
achieved solely by employing market-based mechanisms, passive to efficient resource allocation, social and
environmental problems, development security, etc. Seeking and achieving synergies, as well as the active
participation of all participants in the socio-economic system, is a prerequisite for the effective socialization of

economic Processes.

In the conditions of exhaustion of certain resources, weakening due to the crisis phenomena of material
positions and mechanisms of influence of the state regulatory system, ensuring a stable pace of development of

both economic processes and their socialization is possible only in case of comprehensive involvement of all
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possible participants of this process. In this regard, the model of solidarity social economy as a kind of mixed

market economic system is the first and actual in the modern world.

The social component of this model is realized through the focus on human resources. The presence of
a market mechanism allows the participants of this system to receive income both from their direct operating
activities and as a result both of projects implemented and of socialization aimed at quality reproduction of labor
resources, growth of their quantity (due to the inclusivity of the labor market) and quality (due to urgent needs
to ensure needs economics to education, medicine, etc.). The solidarity of the market economic system allows
maximizing the above-described effects of the social economy through the interaction of all participants in the
process, the synergy of social and market. In this model, the person acts not only as a resource and object of
public policy but also as an active participant in economic development. A self-sufficient skilled highly
competitive workforce does not need social protection but is itself able to become a driver of sustainable

development.

An interdisciplinary approach to the study and formation of the economic system is an urgent
requirement today. At present, the success of implementing a state economic policy operating under the
conditions of a particular economic model depends on the diversity of aspects considered, one of the most
important among which is social. The social aspect of the economic system and politics is oriented first and
foremost to human resources. Its effective use is provided under the combination of economic, social,
psychological, and cultural aspects of government. Thus, an interdisciplinary approach is key in exploring socio-

economic state systems and building, on their basis, a perfect model of state management.
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