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OPTIMIZATION OF TAX POLICY FOR SMALL BUSINESS
The share of small and mediwsized businesses in Russia's GDP is small
about 2122%, while in the US the figure is 50%, in China it is more than 60%.
According to a survey conducted in1&) the question of what businesses expect
from the state 79% of businessmen said that the tax cuts [3]. However, in the
Russian Tax Code there is not even the concept of "small and medium
businesses".
Despite the shortcomings in the existing tax systedate, we have done a
lot of work on its formation. Reduced tax rates, the possibility of the application of
special tax regimes for small and medisined enterprises, in 2007 the Law "The
development of small and medium enterprises in the Russian Hedénats
adoptedi all these create conditions for the development of business in Russia

[2].

Before analyzing the tax system for small and meesirad businesses and
highlighting the main directions of reforming, we will define what is meant by it.

It is possible to consider the tax system of any country in three perspectives:

- As a set of taxes, duties and other charges payable in the different
budget levels (federal, regional and local) and eltrdgetary funds.

- As a set of laws, decrees, regulating talations.

- The system of state institutions, implementing a tax policy of the
state.

Describing the Russian tax system, we will define it as a system of taxes
and duties, other aspects will be relegated to second place.

Alongside with the general tax riege provided for by the legislation of the
Russian Federation on taxes and fees, there are different from the general tax
system tax regimes, the use of which exempts taxpayers from the payment of a
number of federal, state or local taxes and fees. The foe@ special tax regime
for small business is, on the one hand, the support and development of small
businesses; on the other hand there is social justice, that is, the redistribution of
income between large and small businesses, compensation ta-tmefa®ned of
increased risk management, restrictions on access to financial resources.

At the present stage to increase the activity of entrepreneurial activity of
citizens and small businesses Tax Code defines five types of special tax regimes,
providing some of the benefits of taxpayers compared with others. These include:

- tax system for agricultural producers (unified agricultural tax);

- simplified taxation system;

- uniform tax on imputed income
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- patent system of taxation.

The simplified tax system for organizations involves replacing the income
tax of organizations (20%), property tax (2.2%) andTVA 8%, 10% and 0%),
and for the private entreprendéurincome tax persons (basic rate of 13%) and the
tax on personal property (0.1%, 0.3%, 0.5%), payment of the single tax: 6% (if
taxable income is selected) or 15% (if the object of taxation are theueve
minus expenses).

The tax rate in the second case may be different in some subjects, for
example, in the Rostov region, it is 10%.

In accordance with iter of Art. 346.12 of the Tax Code, banks, insurance
companies, pawnshops, organizations with draacand representative offices,
companies with an average workforce of more than 100 people, and others cannot
use the simplified tax system. In addition, an organization or an individual
entrepreneur loses the right to use the simplified tax systeng ifetults of the
tax period, the gross income exceeds 60 million rubles. Accordingly the conditions
of application of the simplified tax system cannot be met by big business and the
volume of potential gross reveniiemedium businesses. In addition, speta
regimes according to the legislation of the Russian Federation, may not always
apply, even small businesses with substantial revenue to 400 million rubles per
year, only micro with an annual income of up to 60 million rubles.

Such restrictions exisin other special tax regimes. For payers of the
uniform tax on imputed income (UTII) can be organizations and individual
entrepreneurs engaged in certain activities, such as the provision of domestic and
veterinary services, services for the repair andaroiey of vehicles, the
transportation of passengers (with no more than 20 vehicles), retail trade in the
area ofno more than 150 sq. m., the provision of catering services, with no more
than the same area thfe room, and others. In the exercise afhsactivities UTII
application is mandatory. There are no restrictions on income and there is no need
in them under these conditions. The object of taxation is an imputed income, i.e.,
potential possibilities of the gross income of the taxpayer, calcutaiede basis
of basic profitability, the number of physical indicators and ratios. This tax
treatment is widely used by small businesses, particularly individual
entrepreneurs.

Accordingly, some small businesses and meesizad enterprises use
common taxsystem provided for the payment of all taxes and duties under the
law.

A prerequisite for the development of small and medsimed businesses in
Russia, in our opinion, is to reduce the tax burden for entrepreneurs. The main
directions of reform that rede the tax burden are the following.

Firstly, we consider it possible in the Tax Code to define the concepts of
"small business" and "mediumzed business". In addition, to link at the
legislative level the status of the business and the ability to dpplyaxation
system.

Secondly, to increase the maximum volume of its annual revenue in the
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simplified tax system to 400 million rubles, this will apply this treatment to all
small businesses.

At last, to reduce the tax burden of medisiped businesses) bur view, it
makes sense to use the experience of other developed countries, where there are
no special tax regimes, but for SMEs provided for reduced rates of major taxes
(mainly income tax and VAT ) [4].

At the heart of special tax regimes for certaategories of taxpayers are
principles of simplification of taxation, reducing the number of taxes imposed by
the applicable tax laws, and the replacement of most of the tax payments to the
uniform tax in one form or another.

Excessive tax burden impedemergies, innovation, and the formation of
cluster initiatives and, as a consequence, leads to a reduction in the revenue part of
the budgets of all levels and the possible growth of the shadow economy, since
most small businesses do not keep the offfonancial statements [5].

The optimal structure of payments corresponding to the mandatory
condition must be established: the totality seized from taxpayers in tax payments
must not be below a certain minimum level that allows to implement fully the
social functions of the state; at the same time it should not be too heavy a tax
burden for taxpayers and undermine their interests. Modernization of taxation of
small businesses seen, on the one hand, as a response to reported cases of illegal
(criminal) avoidace of small businesses from taxes and fees in full, and on the
otheri as a condition for the formation and development of entrepreneurship in
the modern Russia.

Literature:
1. Tax Code of the Russian Federation (Ed. By 04.06.2015). Parts one and two:
the text as amended. and add. on 05.01.2015; Me: Eksmo, 2015i 784 p.
2 Feder al Law of -FZ ¢d. 8y712.28013) "The d2weldpment
of small and mediursized businesses in the Russian Federation”.
3. Small and Medium Business in Russia: the development of systemic problems
and their solutions [electronic resource] URL
http://www.mspbank.ru/files/2013/03/15/ macroprezentacija.pdf (date of treatment
02.05.2015).
4. Alagaeva K.Y. Review and reform of the system of taxation of small and
mediumsi zed businesses in Russi a39. New t ec
5. Buleshova N.Y.Problems of formation of small business in Russia. Actual
probl ems of science: the abbot &2hd I T
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Abstract: This article focuses on the financial system, as it is very urgent,
because the sod financial system is a core in the development and successful
functioning of a market economy and a prerequisite for the growth and stability of
the economy as a whole. The financial system is the basis for mobilizing and
distributing savings societiesd facilitate its daily operations, which is why you
need to create a sound financial system.

In recent years, the question of creating a sound financial system and
financial policy of the state is dedicated to a significant number of publications.
Howe\er, the unity of the theoretical aspects of this problem has not been reached.
The article provides an analysis of the term "system" lists summary measure for
evaluating the performance of the financial system of the country and its regions,
offers activites to improve the functioning of the financial system

Keywords: finance, financial system, financial resources, financial market,
distribution, redistribution, gross domestic product, evaluation of the effectiveness
of the financial system, financial flav

In modern conditions the newly increased interest in-kmgwvn theoretical
concepts finance, financial resources, financial system, financial mechanism. The
most controversial of these is the concept of “financial system". Discussion on the
problemsof the financial system covers all aspects: the content of the concept, the
criteria for the division into spheres and links, content, number of areas, the
composition of units, and so on.

Returning to the analysis of the structure of the financial syataino the
concept of the financial system in the Russian science is due to dissatisfaction with
the content of the concept of research, staff areas and units of financial relations,
criteria for their selection. Equally important is the consideratiorhahges in the
financial system in the very structural elements that occur objectively with the
development of society. [1]

The scientific literature is considered a set of definitions of the term
"system"”. The most capacious and precise definition belamgsur opinion,
Academician PK Anokhin: "The system can only be called a complex selectively
involved components whose interactions and relationships takes on the character
vzaimosodeystviya components focused on getting useful results.” It seems that in
modern conditions is especially important that the definition of the latter
provision. The system should consist not only of a plurality of interacting
elements, these elements must be interdependent and vzaimosodeystviya, with
vzaimosodeystviya should la@med at achieving a specific, particular result. [2]
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In modern economic literature, the term "system" is used very often, but not
always we mean by them above a certain concept. In practice also often do not
apply a systematic approach to making cergaministrative decisions related to
the functioning of economic systems, in particular, of the financial system. When
making decisions involving changes in one of the units (elements) of the system,
are not analyzed and forecasted the processes that ccay as a result of
implementation of these decisions in practice in other parts of the system.
Meanwhile, any decision aimed at improving the effectiveness of the operation of
a singlelevel system can lead to negative consequences in other parts. Mpreove
these negative effects could offset positive result for the whole system or even
lead to negative results. Changes in one element of the system have a particularly
strong influence on other elements, if the way communication system. If a
system is nderstood, according to PK Anokhin, "selectively involved complex
components in which the interaction and the relationship takes on the character
vzaimosodeystviya components for a focused useful result" that the management
of any system requires an intatgd approach that takes into account the nature of
the impact of changes in one link or element of the system on its other parts or
elements.

The financial system, as well as any other system, is the integrity, consisting
of several units (units). The echtional and scientific financial literature are
different definitions of the financial system. Basically, the financial system is
considered from two perspectives: as a set of specific areas and units of financial
relations and as a set of financial ihgions in the country. The financial system
Is a set of interrelated, interdependent and vzaimosodeystviya links and elements
grouped by areas of financial relations, through which the formation, distribution
and use of funds of funds, cash income anehgavto achieve financial policy and
financial support of the material interests of all participants in social reproduction .

The practical significance of the financial system is that through the
financial allocation must be provided to achieve the nwltenterests of all
participants in social reproduction. State economic entities and the population in
the distribution of GDP and national income should receive the share of income
that would provide them an adequate level of social and economic devalopme
and life. Currently, imbalances are evident in the financial allocation and the task
of science is to achieve financial optimal proportions of distribution is possible
only with an efficient financial system.

Unfortunately, Russia's financial systemwsak and can not provide the
growth of financial resources. In a joint project of the Association of Regional
Banks "Russia" and the rating agency "Expert RA" with the support of the Public
Chamber of the Russian Federation "On the Concept of Russiaisifihsystem:
power, openness, sovereignty" was conducted the analysis of the Russian financial
system. The main weaknesses of the financial system were attributed its
dependence on foreign markets, the disparity of economies of scale, false financial
goak, misallocation of financial resources, lack of laagn financial resources.
Indeed, the total assets of the financial sector account for just over 60% of GDP,
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which is insufficient for effective service economy, even by the standards of
developing coutnies. In most developed countries this figure exceeds 300% of
GDP. More than 90% of the assets of financial institutions make up the assets of
the banking sector, but this sector in terms of development lags behind the
developed countries. Still underdéyged longterm loans, mortgages, insurance
and other financial services.

The development of the financial system can not be united without
simultaneous development of all of its units. To evaluate the efficiency of the
financial system is not developedteria, there is no assessment methodology.
The criterion must match the essence of the problem, the solution of which is
estimated the system, and the problem of the financial system are not marked in
any document, and it links the individual tasks amenfidated in various ways by
different authors, and very vague.

Generalising indicators for evaluating the performance of the financial
system may be the level of financial resources per capita. On the volume of
financial resources is influenced by manytéas. The total volume of financial
resources is made up of the resources of all parts of the financial system. Since the
efficiency of the economy as a whole is determined by the effective demand of
consumers, the volume of financial resources per caplitaeflect the efficiency
of not only the financial system but also the semionomic development of
society as a whole. For a more complete analysis of the need to form a set of
indicators for monitoring the effectiveness of the financial system. These
indicators can be:

1) The ratio of financial efficiency calculated as the ratio of financial
resources per capita;

2) The financial independeneshows the ratio of own and borrowed funds;

3) The equity ratio calculated as the ratio of borrowed furidgheir total
amount;

4) the deficit ratio- the ratio of deficit to the amount of financial resources
or spending to GDP;

5) The ratio of growth rates of revenues and expenses on the balance sheet
of financial resources in the event of deficit or susplu

6) the rate of growth (reduction) of the state (municipal) d¢bé ratio of
debt subject of the federation at the end of the period to the debt at the beginning
of the period.

These factors should be analyzed over time, they are intended to assess th
state of the financial system. For the coefficients of the second to sixth must be
installed economically justified standards, and you can navigate to the statistics
data on the average in Russia or group financially prosperous regions (to assess
the financial system of the RF subjects).

To improve the efficiency of the financial system are necessary:

- Development of methods for determining the types and magnitude of
financial flows and their classification;

- Development of the balance of financial flew
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- Development of methods of analysis of financial flows.

To determine the types and magnitude of financial flows, you can use the
data of the Treasury and credit institutions, as it was in those bodies carried out
financial operations and the fixationonement of financial flows.

In drawing up the balance of financial flows necessary to consider the
inflow and outflow of financial resources in the region for different types of
classification of financial flows. The most important and essential for mareage
purposes is the classification by economic sectors and purpose.

To date, evaluate the effectiveness of management of financial flows
territory is problematic because there is no specific goals management and
evaluation system performance indicatorsagnosing quality management of
financial flows territory can as follows.

First, you must identify and classify cash flows territory, and then to assess
their condition. To do this, carry out spot checks on the reliability of the
accounting data on the staof financial flows to assess their balance (inflow
outflow) and liquidity (the coincidence in time of sources and liabilities), reveal
the influence of the factors determining the status and trends in financial flows in
general and their componentsstablish a system of indicators for monitoring
financial flows.

Secondly, it should assess the solvency of the subject of federation. To do
this, create a credit history subject, collect and organize data on the debt of the
Federation, to identify indicats of pressures on the regional and municipal
budgets to service and repay debt, to justify the maximum amount and terms of
additional borrowing, to identify and evaluate the factors influencing the the
creditworthiness of the Federation.

Thirdly, it is necessary to assess the dynamics of the investment potential of
the region.

Fourthly, it is necessary to evaluate the quality of the management of
financial flows and financial policies pursued. To do this, develop a system of
evaluation indicators and cetia for the formal evaluation of the financial policy
pursued by sutbederal authorities.

Scientific development issues for evaluating the performance of the
financial system of the country and its regions will allow to take decisions aimed
at improving he financial condition of the region and the growth of its economy.

Bibliography:
1. TY Kiselyov The multidimensional approach to understanding the financial
system // Proceedings of higher educational institutions. Series: economics,
finance and managenten™ 1 2010- p. 5054
2. Fedulova SF The adequacy of the financial system to the needs of the economy
and assessment of the effectiveness of its functioning // Bulletin of Udmurt
University.-~  12010- p. 5054
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DEVELOPMENT OF BANK SYSTEM LENDING IN RUSSIA

Lending in Russia is one of the major problemsm&ll businesses. Small
businesses do not have assets sufficient to provide loans received, as they often
rent the premises used by them in production and trade. Assets consist mainly of
stocks and they havenot | iquidity, whi

Nowadays the branch structure of small business lending is very similar to
the sectored distribution of enterprises. The leading sector is trade and public
cateringi 50%. Firms engaged in the construction make about 13%,i 1iR%he
industry. The sharef@gricultural enterprises is negligible and accounts are about
2% [2]. The share of loans provided to the industrial production remains low. If
we take these figures throughout the banking system, the percentage would be
even lower. New businesses usuaannot act as subjects of credit, since one of
the conditions for the grant of loansactivities for at least 6 months (and in some
cases higher). This is the main reason why it is difficult to get a loan to start a
business. This procedure is not cotesis with the concept of loaerm socie
economic development, involving the reduction of administrative barriers to
starting and developing innovative businesses [3].

In general we can say that in the last decade, the situation with the
development of snllabusiness is changing for the better. However, lack of
funding remains a problem that small businesses face throughout the life cycle of
the companyi at the stages of creation, formation and development. Especially
sharply it is felt with the developmenf small business: many companies have
schemes to diversify production, increase production capacity, but do not have the
funds to implement these plans.

Basically, banks provide loans to companies with term activities for at least
6 months. Only few bd&s on the Russian market offer food lending startups.
Among the banks that lend startups using special products, the majority is ready to
fund only the opening of a business franchise or business plan ready partner, but
almost no one is willing to considghe "author" of the business projects.
Financing franchise maximizes protect the bank from possible risks, including
fraud on the part of borrowers and to facilitate work on the consideration of
applications under the "loan pipeline” of the bank.

Thus, tle main way to get the bank funding to establish their own small
business, unfortunately, is a loan for an individual, and then, when the period of
business activity exceeds six monthsa loan to SMEs. But even here the
company can have problems: the mosinmon requirement of the bank is the
presence of its own funds in the amount of38846 of the required amount of
credit. Another option is referred to previously obtain unsecured loans. However,
there are some drawbacks, such as short terms and higtsintees.
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Banks need to develop a uniform methodology for determining small
business, profitability analysis, and assessment of its solvency. To rate a small
business only on the basis of documents provided by the borrower is impossible,
as there is ofterittle information in the financial statements. The technology,
based on the analysis of the visiting client, and built on administrative data, is the
most effective in small business lending. In assessing the credit worthiness of
small businesses at |#a80% of the information the lender receives from data
management accounting or by the customer. Using the method ofcbeassng
credit a specialist can make a reliable picture of the business. The basis of the
method is setting the system which takagaus issues in relation to one object or
area information.

Lending to small business is a complex mechanism of the relationship
between banks and small businesses. To address the problems of credit businesses
need a comprehensive and systematic apprdagbport should come from both
the small business and the state. The main task of the banks in terms of lending is
improving business confidence to its banking products. To overcome the obstacles
of small business loans, one must do the following steps:

1. The development of standards for lending to small businesses.
Commercial banks should be guided by a single system of solvency assessment,
costbenefit analysis of small business.

2. The gradual improvement of credit conditions. To improve the efficiency
and increase the volume of credit issued, it is necessary to simplify the procedure
for obtaining the loan, improve service, and increase the length of the loan and
then a reduction in interest rates. Currently, employers are more interested in
speed, condrt and easy lending. In the perspective rates should be declined due to
competition and increasing the amount of the credit market.

3. Devel opment of the ¢startupe pro
future will be closely linked to the developmait'Start” projects and the gradual
filling this niche credit banks.

4. The development of credit bureaus. One of the main problems faced by
lenders in Russia is the lack of information on the borrower's credit history. In the
West, any bank can ask foalhan hour and get to know borrower's credit history,
in Russia the activities of credit bureaus is not functioning fully.

5. Increase confidence between banks and businesses. This can be achieved
only through close cooperation. Banks should conducteaetilvertising their loan
products to explain their advantages and, thus, increase the financial literacy of
small businesses [4].

6. Support from the state. The development of legislation in terms of
concrete measures and mechanisms to support small $aisine necessary, the
development of federal programs to stimulate lending to small businesses are
required.

Among the measures that governments could take to reduce the cost of
lending SMEs must include the following tools:

- early adoption of the law on maritization of loans to small and
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mediumsized businesses and further simplification of the refinancing of banks,
loans to SMEs;

- further development of mechanism to guarantee loans to SMEs
through the unification of the activities of the guarantee fumigeasing the
aggregate limit of guarantees loans to SMEs;

- increase in the money supply in certain segments of the money
market, in which the possibility of commercial banks the most limited, for
example, funding of longerm debt [5].

Of course, there cabe no consensus on the issue of formation of priority of
financial support mechanisms for lending to small and medized businesses,
as there are still a lot of unresolved contradictions. However, in the banking
system there is a positive trend ofdamgy of small and mediursized businesses.

In our view, it will be impossible to change the situation with ensuring access to
credit for small and mediusized businesses without active involvement of the
state in this process, using both direct and imtliieastruments of financial
regulation.

Literature:
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ANALYSIS OF BANK SECURITIES PORTFOLIOS
Abstract: I t 0s natur al to think of b a
deposits and use them to make loans to businesses dimdiuals. But in fact,
| oans make wup only 45 percent of t he
rest? A large part is accounted by securities, such as Treasury and foreign
government bonds, mortgafpacked securities (MBS), municipal and corporate
bonds, and equities. In this work, | take a tour of bank securities portfolios, and
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also discuss reasons why securities represent such a significant part of banking
firm balance sheets.

Keywords: FINANCE, BANKING, RESEARCH, Securities, AFS, HTM,
TRADING, RISK, INVESTMENTS.

First, here are some definitions. From an accounting point of view, banks
and other corporations classify securities they own into one of three categories:

Trading: Securities that are bought and held principally for the purpose of
selling in the near term.

Held to maturity (HTM): Debt securities that the firm has the positive
intent and ability to hold until maturity.

Available for sale (AFS): A catchall for debt and equity securities not
captured by either of the above definitionsesé are securities that the bank may
retain for long periods but that may also be sold.

The chart below shows a breakdown of bank debt and equity securities
portfolios into these three categories. The size of each portfolio is scaled by the
total assetsfahe commercial banking system.

= Held to matunty
Available for sale

= Trading: securties assets
® Trading labdity for short securities positions

Percent of total assets

30

20

10

1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

As the chart shows, the prominence
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a recent phenomendnit has been a feature of the U.S. banking system for at least
the last two decades. Also evident is an increase inahebequity securities held

for trading purposes in the period after the repeal of the Glessyall Act in

1999. This upward trend has partially reversed since the financial crisis: trading
securities declined from 9.1% of total assets in the seconcequii2007 to 7.2%
today. Bef ore going further, whylabklhg st e
firms choose to own securities in addition to or instead of loans.

1. Banks may face ambalance between their access to deposit finance or
other lowcaost funding and their profitable lending opportunities. This could be
the result of geographic factors, shocks to credit demand or to deposits, or other
factors. In such cases, fundingh banks may choose to invest in securities that
reflect lending by dter banks or by nonbank lenders (e.g., mortgsyked
securities issued by another lender), or direct debt issuance by nonfinancial firms
(e.g., corporate bonds).

2. Relatedly, a bank concerned abbquidity risk may be attracted to
securities becaus# their liquidity; that is, they can be sold more easily and with
lower price impact than loans, for which the secondary market is less active.
Liquidity concerns may also be driven by regulafiogoing forward, the liquidity
coverage ratio developed agtpaf the Basel Ill Capital Accord requires banks to
hold enough higlguality liquid assets to meet their liquidity needs under a thirty
day liquidity stress scenario.

3. From arisk managementpoint of view, holding securities may help the
bank diversifyor mitigate its risk exposures. Conversely, adjusting securities
holdings can provide a straightforward way for banks to ramp up their level of risk
in an effort to increase expected returns. For example, recent research argues that
banks respond to expsionary monetary policy by lengthening the maturity of
their securities portfolios, in an effort to boost yields.

4. Holding securities portfolios may help the banking firm perfotimer
financial services For example, brokedealers maintain an invengorof
securities to allow them to act as market makers, matching buyers and sellers in
financial markets and providing liquidity to those markets.

5. In some cases, holding securities instead of loans may be partially or
mainly motivated byregulatory arbitrage 7 helping the firm reduce its capital
requirements or provide other types of regulatory relief, perhaps without
substantially reducing the overall risk to the firm.

Bank holdings naturally reflect the relative size of different securities
markets. Br example, bank ownership of nragency MBS (mortgage bonds
issued by private financial institutions rather than the GSES) increased
significantly between 2000 and 2007, alongside the rapid growth in the overall
nonagency market, particularly in subprimeNonagency residential
securitization has been low since the financial crisis; correspondingly, bank
holdings have shrunk, as the loans underlying old-agency MBS have
defaulted or paid down.

Finally, a notable recent market trend is the shift in baorkfolios toward
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HTM securities, which although still small, have more than doubled in size as a
percentage of banking system assets over the past several years. What explains
this trend? A key difference between HTM and AFS is the accounting treatment o
gains and losses. As noted in a number of media reports (see one article here),
gains and losses in the value of HTM securities that result from movements in
mar ket prices (e.g., I nt er est rates) é
AFS securies, however, such shifts in value, while not affecting accounting
income, do affect the measurement of regulatory capital adequacy for large banks
under the Basel lll framework (forapal | ed RnNadvanced appr oa
Correspondingly, increasing thattion of securities classified as HTM has
the capacity to reduce the volatility of regulatory capital ratios but will limit

banksdé6 ability to sell those securitie
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BANK STABILITY ISSUES
Abstract: One of the major roles of banks and other financial intermediaries
Is to channel funds from savings into valuablgguts. In doing so, banks engage
i n Aliquidity and maturi ty ttarna iliguildor ma't
projects while funding themselves with shtatm, liquid liabilities. By
performing this important role, banks expose themselves to theofrisuns: If
depositors or other shemrm creditors worry about their claims, they may
withdraw funds en masse and cause the bank to fail.
Keywords: FINANCE, BANKING, RESEARCH, STABILITY.

The recent financial crisis once again highlighted the ftggdssociated
with financial intermediaries performing the roles of maturity and liquidity
transformation. This post draws upon our pap&t abi | i ty of Fundi
Analyticaltdriamewstr kdte the determinan
ahlity to survive stress events.

" CCdsBdC O d3(MRUF " - www.iupr.ru



We use a simple framework, where the bank has the following balance
sheet:

Assets Liabilities
Cash Equity
Risky assets Long-term debt

Short-term debt

On the asset side of the balance sheet, the bank has castkgdsets, for
exampl e, | oans to compani es. -oredollamai n
Is always worth one dollar. The risky assets are different in two important ways:
First, their value is uncertain (some borrowers may default on tegis); second,
the risky assets are longterm investments. If the bank has to raise money quickly,
it has to sell its loans. Potential buyers, such as other banks, may not know the
companies as well and therefore may not be willing to pay face value floathe
Hence, asset sales entail liquidation costs. On the liability side, the financial
intermediary has equity that acts as a buffer against losses, longterm debt that has
the same maturity as the risky assets, and-¢@ort debt that can be rolled owvar
redeemed earlier.

When some shott er m credi tors donodt rol |l 0\
i ntermediary pays them wusing cash fir
starts to liquidate some of the risky assets, which is costly. In our frametierk
intermediary can fail for two main reasons:

1 Low asset returns: Fundamental insolvency due to erosion of equity by
| ow asset returns that dondét cover the

T Loss of funding: Costly Iliquidatio
equty.

The diagram below illustrates our framework. On thaxis, we have the
return from the risky assets. On thaxs, we have the loss of shiéerm funding,
for example, the proportion of shdarter m cr edi t ors who dol
claims.

"CCds RS O d3(IR0LE & BT - www.iupr.ru



Bank Solvency Regions

Asset T
retum
High retumn, always solvent
quity = 0
1 red ine
|
1
]
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Loss of funding !
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“solvent but illiquid” |
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term funding
The diagram has four main regions for different combinations of asset

return and loss of funding. At one extreme, when the asset return is very high (the
area above the dashed line), the bank can stay solvent, even if it loskesrall

term funding and needs to liquidate some of the risky assets at a cost. At the other
extreme, when the asset return is very low (the blue area), even if altesinort
creditors rol |l over their debt, t he
Af umaelmt al |l y i nsolvent. o

Interesting cases arise for intermediate values of the asset return, where the
i ntermediarydos ability to s-teranffundngit vent
loses. For an intermediate asset return, if few creditors refuse to solltlosir
cl ai ms, the bank doesnodt have to sell
however, for the same asset return, too many creditors refuse to roll over their
claims, the bank suffers significant liquidation costs and becomes insolvent. In the
diagram, the red line represents the solvency threshold. Below and to the right of
the red line, due to low asset returns or significant loss of-s#ont funding, the
bank has negative equity and becomes insolvent (the shaded triangle). Banks in
thissitmt i on are also referred to as Mndsol
stayed solvent in principle, but due to the illiquidity of their assets the loss of
shortterm funding forces them into insolvency.

The diagram provides a simple yet powerful framaek for analyzing the
inherent fragility of financial intermediaries and for uncovering the different
causes of a financi al i ntermedi aryodos f
framework to analyze how various policy and balance sheet changest thfe
financial fragility of financial intermediaries.
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WHICH IMPACT DO BANK SHOCKS HAVE
ON INVESTMENT POLICY?

Abstract: | have thought D the fates of specific banks as perhaps
symptomatic of problems in the financial market but not as caesatminantof
fluctuations in aggregate investment and other real economic activity. However,
the high level of bank concentration in much of thEQD (Organisation for
Economic Ceoperation and Development) means that large amounts of lending
are channeled through a small number of institutions that are no longer small even
in comparison to the largest economies. Consequently, problems in a few larg
institutions could potentially have a large impact on aggregate lending and on real
output. My study is the first to provide a causal link between bank shocks and
firm-level investment rates. The results indicate that 40 percent of aggregate
lending andinvestment volatility over the past two decades can be tied to the
idiosyncratic successes and failures of financial institutions.

Keywords:  FINANCE, BANKING, RESEARCH, SHOCKS,
INVESTMENTS, POLICY.

The notion that financial institutions are large refatito the size of
economies is not something that plays a prominent role in traditional economic
theory. Macroeconomic textbooks tend to treat economies as composed of
representative firms that are infinitesimal in size compared to any given market.
As a esult, positive and negative idiosyncratic shocks to financial institutions
cancel out due to the law of large numbers.

However, this representation stands in stark contrast with the reality of
concentration in financial markets. A striking regularity matt a few banks
account for a substanti al share of an
Japan in the chart bel ow, whi ch gr aph:e
companies. In 2015, the three largest institutionMitsubishi UFJ Financial
Group, Mizuho Financial Group, and Sumitomo Mitsui Financial Gréup
accounted for 54 percent of total lending. The chart also shows the level of
concentration increased dramatically, beginning in 2005 This increase in
concentration arose from changes imulations that allowed the creation of
holding companies, enabling a spate of financial institution mergers.

Bank Concentration
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While one might think that a highly concentrated financial sector is an
oddity of Japanese finance, this high level of comregiion is, in fact, the norm in
many industrialized countries.

The skewed size distribution of financial institutions raises the question of
whether idiosyncratic poor performance of one or more large institutions might
cause a credit contraction and @ridown investment. This link would not be
present if banks were small because the law of large humbers would mean that
poor performance of a few institutions would not change aggregate lending very
much.

However, if markets are dominated by a few finanmatitutions, cuts in
lending due to some change in financial conditions in just a small number of banks
have the potential to substantially affect aggregate lending. Moreover, if firms find
it hard to find goodsubstitutes for loans like issuing equitydebt, then it is
possible for their investment rates to fall as well.

Estimating the Aggregate Impacts of Idiosyncratic Lending Behavior

The research enables us to understand the role played by granular shocks by
developing a new methodology to isolateawis happening in banks relative to
what is happening with their borrowers. | do this using a matchedfivamklata
set from Nikkei NEEDS Financial QUEST for the period 1995 to 2015, which
reports shortand longterm loans by financial institution fodldirms listed on
any stock exchange.

Because | observe the lending of multiple institutions to the same firm, | am
able to separate what part of lending is due to changes in a particular borrower and
what part is unique to each bank. For example, ifthanoks lent to the same set of
borrowers and one bank expanded lending to each borrower while another
contracted it, we could be fairly certain that the first bank experienced a positive
idiosyncratic lending shock relative to the second one. Similarlyn i§ given
industry, one firm increases borrowing more from a given bank than another firm,
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it is likely that the first firm experienced a positive credit shock. While the
econometrics is more involved and takes into account the fact that not every bank
lends to every firm, these examples provide the basic intuition for how | separately
il denti fy each bankds shocks.

Importantly, 1 can document that credit shocks of individual financial
institutions are large and not possible to predict based on the penfreraftheir
borrowers or the macroeconomy. For instance, it is very hard to forecast which
institutions will do well in a crisis and which will do poorly. Thus, one cannot
simply understand what is happening in a financial crisis by staring at macro
aggregates. Moreover, estimated bank crediipply shocks make sense. | show
they are strongly correlated with capital injections, -bislsed capital ratios, and
marketto-book values. This result establishes that my econometric methodology
picks up the factar| think are important in generating bank shocks.

My estimation of the bank shocks enables us to establish a direct
relationship between bank loanapply changes and the investment rates of firms.
This link is the critical one between financial sector #relreal sector because a
major reason why firms borrow is to invest. Since | am able to estimate separate
firm creditdemand and loarsupply shocks, | am able to show that bank shocks
have a | arge i mpact on fir mombanka.WMg st me
result implies that listed companies that use lending to finance more than 14
percent of their assets cannot easily substitute away from the lending of a financial
institution facing credit constraints.

A key part of the analysis is that | aable to capture the impact of these
shocks across financial institutions to provide a decomposition of aggregate
lending in Japan. In particular, | am able to decompose aggregate lending into four
components: common macro shocks, industry shocks, firnit-@echand shocks,
and bank loarsupply shocks.

My results suggest that loaupply shocks play an extremely important role
in understanding movements in aggregate lending and investment. While,macro
industry, and firmcredit shocks explain 39 percent wériation in aggregate
lending and 24 percent of the variation in aggregate investment, controlling for
idiosyncratic bank shocks enables us to explain 79 percent of lending and 64
percent of investment, respectively. In other words, 40 percent of atgrega
lending and investment is due to the idiosyncratic ups and downs of large financial
institutions.

Conclusion

My implication of the study is that policymakers without detailed
information on the major financial institutions are likely to have a diffitote
understanding the causes of lending and investment fluctuations. A large portion
of Japanb6s aggregate economic fluctuat
problems. While many researchers have focused on the implications of banks
beingi ftoo bHail, o I show that even if
shocks can have substantial impacts on aggregate investment. For example,
reductions in bank capital at large financial institutions can cause investment
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declines by firms that wouldkle to borrow, while recapitalization of the right
institutions can stimulate investment. In sum, this study shows that what happens
to large financial institutions is important for understanding aggregate investment
behavior.
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TELEVISION AND CHILDREN IN CONTEMPORARY SOCIETY 1
NEGATIVE AND POSITIVE INFLUENCES
Abstract: This paper discusses the influence of television on children, as an
electronic masmedia that has a significant impact on modern society. Television
can inform, educate, entertain, but also negatively influence the child. The manner
in which television influences the child development is directly dependent on the
broadcast television ctent, more accurately, on those who create that content.
Keywords: television, children, influences, child rights, politics,
contemporary society

Introduction

Television is a traditional mass medium of communication, which, despite
the enormous power ofew media, dominates the media sphere. Children around
the world grow up with television programs. Television, as an important driver of
socialization, becomes a friend, a nanny and a tedcakin one. The electronic
medium can inform, educate, entamabut also negatively influence the child,
which depends on the broadcast television content, more precisely, on television
workers who create that content. Journalists, editors, screenwriters, producers,
with their creativity, knowledge, respect of theysions of legal documents in
the field of media, professional codes, ethical and responsible actions can
contribute to creating a healthy media environment, from which the entire
community will benefit. The topic of this paper is the potential influesicthe
broadcast television content on the behavior of children who watch it. Certain
television programs can be useful for the child, while some others can be
extremely destructive to children's health. Children prefer spending their time in
front of theTV set to doing anything else, and this is why television is the central
medium in their lives. Due to this fact, the concern about what children watch on
TV is justified. Children around the world watch the same popular television
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programs (cartoons of rAerican and Japanese productions, Disney and
Hollywood movies, telenovelas, British Teletubbies), sing tunes from MTV, watch
the matches of Spanish and English soccer clubs and drink beverages that are
advertised all over the world. This means that they iln the same global culture,
and precisely because of this, the issue of television and children is an issue of a
global character. [10]

Negative and positive influences of television on children

Television is a medium that is, at the same time, thesa® use, the most
accessible and the most attractive for the child. The explanation for this is simple:
television is the medium to which the child will pay attention first, because, unlike
the press, it is easily accessible and, above all, visibbeiipies the central place
in a room, usually in the living room, where families spend most of their time); it
Is attractive to youngsters, because, unlike radio and the press, it is a three
dimensional medium that is rich in vibrant colors, tunes, tendigies; it is easy to
use and understand, thus the children of younger ages who cannot read can use it
to be informed which is not the case with the press and the Internet.

However, the element that has the most influence on the use of television is
family. Television is an important factor in children's lives thanks to its central
place in the daily routine of a family. The child follows the family model of
watching television, which is primarily determined by the parents or family
members with whom thehdd lives. The child adopts different habits when
watching television from his/her parents, brothers and sisters. If the parents watch
daily a certain telenovela, an author show, or the matches of the national team, the
child will most likely watch themas well. The parents monitor and limit the
length of watching TV, but also mediate between children and the television
content through a conversation, explanation, evaluation, emotion induction. The
habits of children while watching TV are not necessadtily result of their own
choice, but rather complex family habits [4]. Watching TV with children is a
preferred activity. Doing so, the parents can help their children understand
television and its content. UNICEF research shows that children watch wtevisi
more in the families in which both parents work, but also that the introduction of
cable television strengthened the trend of watching TV individually. Also, in the
families that have more than one television set, especially when a TV set is in the
children's room, watching TV individually is frequent. As children get older, their
need to be independent is greater, and then experimenting with harmful television
material starts [6].

The largest number of children watches television in the early afterimoon,
the evening and in the weekend morning. These are time intervals when children
are not in school and when they are free from school activities, although most
televisions (of a collage type) broadcast children's shows on purpose during these
time intenals. As children are growing and maturing, their tastes, and their
relationship with television, is significantly changing. A particular program is not
appealing to both younger children and teenagers. In order for a certain television
program to attracthdldren, its content and form are equally important. In recent
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decades, making of television content that is specifically designed for babies has
become popular. One of the most popular projects of the 20th century dedicated to
babies and young children siaertainly Teletubbies, created in 1997. Teletubbies,
which were a product of BBC productions, were broadcast in more than 60
countries. In the 21st century, the fame of Teletubbies was taken over by the
British cartoon series Peppa Pig. Preschool chldBe 6 years old) are interested

iIn more complex stories. They usually watch certain cartoon series; for example:
Tom and Jerry, Teenage Mutant Ninja Turtles, cartoon series of the Japanese
production (Pok®mon and Di gi mo rLatin Di s
America, Turkey, India. It is not rare that children of this age cannot read, so often
when the show is not dubbed in their native language, they ask someone older to
read the subtitles to them. It is generally the case when a show is extremely
attractive to them, or when all the family members are often focused on a specific
show, so the child is being led by them. In elementary school, most children
frequently watch shows for adults. In those years, children already start to pay
more attention tohe content rather than the form. Once they start going to school,
they have a wish to be included in the society as soon as possible and be closer to
adults. In high school, children experiment with a wide range of television shows,
where extremely aggrass and pornographic ones prevdihis is a period when

they also frequently watch the television content of the informative type, most
frequently the news, and with the help of the information broadcast on television,
they prepare themselves to becomktipally active citizens of their society.

Thus, it can be concluded that the interest in television begins at birth and
increases during the preschool period and the first years of elementary school.
Children watch television the most in the early gramfedementary school, which
Is understandable, because before that, they have not been able to fully understand
the mass medium such as television. Then they completely master the language
and learn many values, so television serves as a perfect complemtre
acquisition of knowledge and experience. From puberty, the level of television
watching declines, due to alternative activities, such as foreign language courses,
sports, going out [6].

It is characteristic that boys outgrow calmer television eaist sooner than
girls. They start to be attracted to adult movies, action, aggressive scenes, sports,
shows in which male heroes dominate (Teenage Mutant Ninja Turtles, Power
Rangers). The male characters in these shows are portrayed as active, strong,
powerful, ambitious, competitive, fearless, which occupies and holds the attention
of boys. Girls rather choose to watch the shows in which interpersonal
relationships, friendships, love and tolerance are predominant. They love watching
featurelength cartoas, where the female characters are portrayed as beautiful,
attractive, emotional and sexy (Sleeping Beauty, Beauty and the Beast, The Little
Mermaid). TV experts prefer making and buying the shows designed for boys to
those for girls. They believe thatrlgi would rather watch the shows designed for
boys, than vice versa; e.g. girls often watch series like Teenage Mutant Ninja
Turtles and Power Rangers [3].
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If the mass media indeed influence the behavior, then children are the most
vulnerable to them. Aceding to the American Academy of Pediatrics (AAP),
children are heavily influenced by the media, via which they learn through
observation, impersonation and adoption of behavioral patterns. Researchers, such
as Himmelweit, believe that the influence oftatsion on children depends on the
number of shows, time dedicated to watching them, and the content of shows
who, in this way, takes into account only objective factors. On the other hand,
researchers such &hrammjtake the opposite viewschrammbelieves that the
influence of television on the child depends on the child's individual
characteristics (age, maturity, interests, abilitiésYaking into account only
subjective factors. Both viewpoints are correct, but incomplete and exclusive,
because th influences of television on children depend on both objective and
subjective factors [5, 5].

The influence of television may be shtgtm or longterm, strong or less
strong, direct or indirect, positive and negative. Skemnh are those influences
tha are manifested when the child is watching a show or immediately after the
child finishes watching it (e.g. under the influence of violent scenes, a child picks
a fight with another child), and long term are those that children accumulate
during their matring, and they behave like that later in life (e.g. a child grows to
be an aggressive individual). Powerful are also those influences, when television
adds additional and affirmative information to already acquired knowledge (a
child watches violence onVTand experiences violence in his/her family); less
powerful influences arise when TV information is opposite to the information that
the child has previously received (e.g. a child who grows up in a normal
environment); direct influences are when thectimipersonates an act seen on TV
(e.g. a magician performs a trick with a glass and a sponge, and a child does the
same), and indirect influences are when, under the influence of broadcast scenes,
the child changes some of his/her habits (after seeingaslirasses on TV, the girl
changes her diet); positive influences are when the child adopts prosocial
behavior, and negative influences are when the child behaves contrary to the
community value systemChildren are becoming increasingly emotionally
depadent on television, one could say, asocial, because often, due to television
material, their socializing with other children and studying suffer. Since the
influence of television content exists, it is essential that television workers make
an effort to nake it as prosocial as possible. Socialization is one of the most
important processes in a person's life, and it implies preparation of the individual
for life in a social community. Television, as the most influential medium of mass
communication, is onef the main drivers of child socialization. If we add the fact
that children memorize visual information better than audio information, we
realize that its power, as a driver, is enormous. As a model for identification,
impersonation and idealization, ahién take what they see on TV (e.g. younger
children see the actor and the character he portrays in the movie as one and the
same person). They choose the characters with whom they have some similarities:
gender, ethnicity, hair color; but also the chagectwho are portrayed as brave,
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smart, ambitious, goedatured, resilient and beautiful [6].

Certainly the most useful possibilities of television, when it comes to
children, are the possibilities of teaching and encouraging creativity. Also,
television irforms children, provides them entertainment, allows them to escape
from constraints, helps them solve problems, and emotionally relaxes them.
Watching high quality TV programs is very useful to children who do not have an
opportunity to attend a foreign nguage course, take a class in playing an
instrument, or to actively, i.e. professionally, play sports in their spare time. While
sitting in front of the TV screen, the child receives a large amount of information,
based on which, he/she finds out how ¢arh, play sports, have fun, dress for
school, talk to people. Commercial television has gotten in the way of television as
a teacher. However, all over the world, there are positive examples of television
contents from which children can learn. Most aégl contents are referred to as
educational contents.

The first educational television programs emerged during the 1960s. They
were characterized by the existence of an announcer, who, with the help of simple
learning tools (blackboard, chalk, still imayepoke directly to the camera to the
target audience, students. At that time, television, as an inexpensive, democratic
and interesting medium, was ideal for transferring knowledge and skills.
Nowadays, commercial programs are dominant compared to emhadati
Combining education and entertainment, edutainment is obtained, which is also
interesting and instructive. Broadcasting educational programs that seek to
contribute to, among other things, the preservation of multiculturalism and local
specificities,is in a serious struggle for survival in the world of globalization and
commercialization of television. The potential of educational television is great,
but its future remains uncertain [6].

Cartoon series often show violence, and some even includeesmaiy
bloody scenes. The problem with the cartoon series is the prohibition of
censorship, because they are not subject to regulation like the rest of the TV
program, and broadcasters have complete freedom during their broadcasting.
Cartoon series mainly lgce violence in funny situations, and the scenes of
fighting, explosions and suffering are the basis for the structure of a serial concept.
The children's program should eliminate violence and brutality. An hour of a
cartoon contains three times as moi@ence than a feature film for adults of the
same length [2, 8B0]. Programs containing violence give children many ideas for
certain violent acts. Children | ove t
are evaluated as negative. In the childremé content, violence is neither
criticizes, nor examined. Rather, bad guys often receive positive reinforcement
(reward, praise), as opposed to punishment. In this way, a legitimization of such
behaviors as normal and socially acceptable is made. Telgvasaa widespread,
watched, and an interesting medium of mass communication, is an ideal tool for
promoti on. The commerci al televisiond
Advertising, movie and television industries see children as a very significant
audience and focus on the youth market. Children are turned into one of the most
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important consumer groups.
Conclusion

The analysis of the studied problem indicates that there is an essential
difference between the programs broadcast by national telesisamd the
programs broadcast by commercial televisions. The fact that not even a single
Serbian commercial television with nat
IS worrisome, because it is clear that they do not invest enough in the youngest
viewas. On the other hand, the Public Service mostly broadcasts1se even
multiple reruns, of shows that are even up to 30 yearskidefarag ZootekaNa
slovo na slovp Specialized children’'s programs on Serbian TV stations are an
endangeredpecies.The race for rating and profit is abolishing the quality
program for children, which is expensive for the television production, and
unattractive for its sponsarOverall television offer in Serbia is poor, because the
chil drends pr ogup afmmartooss amd @snated serreadl fereign
productions. While their parents grew up with Minja Subdfaizicki tobogai,
Rasa Popov and Ljubivoje Rsumoviseir bez dnaFazoni i forg and Branko
Milicevic Kockica, today's children grow up with eastern monsters and robots. A
quick way of life and globalization have changed many traditional family
relationships, including the relationship between children amdngs. Due to the
great economic crisis, and the aim to provide the basic material life conditions,
children are, more than ever, left to themselves, which leaves plenty of space for
unlimited use of the mass media. If the child has decided to spendvéitoking
television, it is necessary to provide him/her with an adequatequiglty
television offer. The television program that meets the requirements of the
children, on the one hand, and the criteria of their parents, teachers, educators,
social wokers, on the other hand, is both the fun and educational program. The
program described in this way is edutainment. It is desirable that such a program is
broadcast in various television formgenres (series, movies, shows), because in
order to adopt pisocial behavior, via television, both the form and content are
important. While children are sitting in front of the TV set, they should be
informed, educated and amused. Information and education, only in combination
with the entertainment function of é&&v i s i o n, can occupy tF
When children have a wide range of quality TV program, which is specially
designedor them, they will have a smaller need to watch the program for adults.
In this way, the number of views of violent and sexa@@nes, which may harm
the health of minors, would be quite reduced. However, contemporary television
intended for children must not sacrifice the ethical standards for the sake of
popularity and commercial interest. An obligation of actors in the puphers,
including television, is to spiritually and materially invest in children, because in
this way, they invest in the future of society.
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ANALYSIS OF INFORMATION TECHNOLOGY IN THE
REGISTRY OFFICES
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Abstract: This article discusses the problems of introduction of electronic
document management and information technology in the civil registry offices.
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Dependent Variable: X
Method: Least Squares
Date: 071515 Time: 03:23
Sample:17

Included observations: 7

Wariable Coefficient Std. Error t-Statistic Prob.

Y -0.356320 0412345  -0.864131 0.4270

C 7488214 24 401649 3068728 0.0278
R-squared 0.129939 Mean dependentwvar 53.90000
Adjusted R-sgquared -0.044074 3.0 dependent var G.270832
S.E. ofregression G6.407531 Akaike info criterian G.787731
Sum squared resid 205.2823 Schwarz criterion G.772327
Log likelihood -21.75723 Hannan-Quinn criter. 6.596770
F-statistic 0746722 Durbin-Watson stat 0.502517
Prob(F-statistic) 0427018
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BOdzj dz € dJ W d tcd3r ftcjHftedwisdWw 5 ¢ to O dzd
Mted HMise dzO B EZYJ 0z fjtemMcdOodzO o OB Mitsdzs
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