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Within a few years, Ukraine has achieved what other countries had been doing
for centuries. The nature of enterprise management has fundamentally changed,
however the ideology of corporate management is changing very slowly. In fact, the
joint-stock companies do not fulfill their major role — raising the capital.

During the years of independence, foreign direct investments in Ukraine
amounted to less than 4 billion US dollars. The situation with portfolio foreign
investments is even worse. For the third year in a row, there is a negative balance
between their investment into the economy of Ukraine and making the profit thereof.
Moreover, all this takes place in the conditions of one of the highest growth rates of
industrial and agricultural production and low inflation in Europe.

Corporate management is the basis for business leaders to make decisions for
achieving their goal as a tactical movement carried out at the operational
management level, for deploying and implementing management policies and
strategic direction for activities of the state-owned joint-stock companies. Efficient
practices and regulation of corporate management accelerate the development of
local stock markets and provide a reliable protection of shareholders [1].

Corporate management policy prioritizes over meeting the needs and interests of
the related parties. Experience shows that the satisfaction of others must precede the
satisfaction of the related parties. Improving the quality of corporate management in
Ukraine is possible using the best practices, in particular: growing opportunities,
concentration of ownership and the demand for foreign investments.

There are three types of corporate management in state-owned joint-stock
companies. The first type is the creation of a legal framework for the operation of the
economy. It includes the development of economic orientated laws, as all enterprises
operate in this regulatory and economic field. The central government bodies having
the right to make decisions and statutory basis take all the actions. The second type is
the direct management of state-owned enterprises. It is used when the state is the sole
owner of a joint-stock company and controls its activities through the management of
the enterprise. The third type is the management of a certain state share of the
statutory fund of the companies. It affects the corporate activities in compliance with
the availability of the government’s corporate securities. Only the executive
authorities implement all actions in case of the latter two types. There must be a list
of entities subject to the direct government control, in particular: 1) shares owned by
the state in the property of companies; 2) property available for use by the local
government; 3) property of state enterprises and organizations possessed by those for
business use or operation control.
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It is the efficient corporate management that can reduce corruption [2]. A better
protection of shareholders' rights in reducing transaction costs for the management of
foreign companies, which in turn will accelerate the inflow of foreign direct
investments [3].

Companies with enhanced corporate management are more attractive to foreign
investors because they provide better protection of shareholders' rights and are more
transparent [4].

Joint-stock companies are the main form of economy in Ukraine; those are
limited to shares with the main shareholder, an individual or legal entity. The
problem of corporate management in Ukraine can be expressed in a few words. First
of all, there is lack of trust in the joint-stock form of ownership, impossibility to
attract funds from domestic and foreign investors to develop financial and economic
activities of joint stock companies, which leads to failures in their activities, conflicts
of interest of all participants in corporate relations, as well as makes the whole
economic situation worse. Indeed, corporate management in practice helps the
company be able to raise the capital, and investors are confident in the protection of
their rights and in the efficient use of the capital they provide.

Over 70% of investors declare their readiness to pay more for shares of the
companies with a good corporate management compared to those with the
management at a low level.

Only by improving corporate management, Ukrainian companies may expect the
current price of their shares to increase by 30-50%.

A smart system of corporate management allows not only using the
opportunities of existing shareholders and the resources they provide the best way,
but also attracting new investors. Given an equal production, financial and other basic
indicators, the companies with a good reputation in the field of corporate
management are much more expensive. This is facilitated, in particular, by
investment and consulting companies being advisers and agents of portfolio
investors. They consider the company's own code of corporate management as a
factor increasing its attractiveness. At the same time, investors, especially portfolio
investors, pay more attention to reducing their risks. In this sense, they are concerned
about the transparency of companies, the quality of information disclosed by them,
the methods of work of boards of directors not less than directly about financial
indicators.

Misuse of corporate power by the owners harms both domestic and foreign
investors. It is the low quality of corporate management at many enterprises in the
country that has a negative impact on the inflow of foreign direct investments,
restrains their inflow, which is so important for a consistent economic growth.

Thus, a reliable and stable activity involves an effective interaction of a wide
range of businessmen with own interests. To successfully implement the best
practices, it is necessary to make changes in the organizational aspect of corporate
management, in particular: the expectations and needs of related parties must be
exceeded; it is worth increasing the value of the related parties; the process of
continuous innovation should be stimulated. The key task of the management is to
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implement these changes so that the organization can implement the combined
advantage and the long-term existence of the firm other than business activity, as well
as the related parties’ values as the main corporate goals.
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