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GREEN ECONOMY: PRINCIPLES, STRUCTURE AND IMPLEMENTATION TOOLS

Key words:
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state, environment, efficiency,
development, principles

Cherep O.G., Mertachian K.O.
Zaporizhzhya National University

Ukraine, 69000, Zaporozhie, Zhukovsky str., 66

It has been established that mankind has long been familiar with natural disasters,
which, according to scientists, may have arisen due to, among other things, human
impact on the environment. It is proved that since the industrial revolution in the
world, mankind has rarely thought about the damage caused to nature and the
consequences in the future. It has been established that there has been a noticeable
recent trend towards environmental protection. Trends reflecting the dynamics
of changing attitudes towards nature have been investigated: people all over
the world are coming together to try to rectify an unfavourable environmental
situation and prevent the environment from deteriorating even further. We note
that large companies are switching to non-hazardous products to reduce their
carbon footprint, production methods are changing, and additional equipment is
being installed to clean up systems. The essence of the concept “green economy”
is investigated and author’s definition is given. The article reveals the content
and essence of the concept of “green” economy. The reasons for transition to
green technologies are considered. On an example of experience of overseas
states (France, Denmark, South Korea, Poland, Japan, etc.) The analysis of
world experience of transition to “green” economy is carried out. At the same
time the preconditions for the transition to green economy in Ukraine (to start
“green” construction, the development of “green” transport, the introduction of
eco-labelling, the development of organic agriculture, etc.) are considered. It is
proved that in all developed countries there is the sorting of waste, measures are
taken to clean forests and water bodies. The system of green economy principles
proposed by international organisations and initiatives is summarised. It is noted
that in Ukraine, in contrast to European countries, measures aimed at protecting
the environment, restoration of natural balance and programs for the transition to
green economy have appeared relatively recently. Let us summarise the structure
of the global Green Economy Index.

3EJIEHA EKOHOMIKA: IPUHIUIINA, CTPYKTYPA TA IHCTPYMEHT PEAJII3AIIL

Yepen O.I., Meprapusin K.O.
3anopizbKuti HAYiOHAILHUL YHigepcumem

Yrpaina, 69000, m. 3anopisicorcs, eyn. Kykoscvroeo, 66

Kurouosi ciioBa:

€KOJIOT'is, IPHPO/Ia, 3eIeHa
EKOHOMIKa, pEeCypcH, CKOHOMIKa,
JIIOJIMHA, JIepKaBa, HABKOJIUIITHE
cepenoBuiiie, eheKTUBHICTB,
PO3BUTOK, HTPUHIUIIN

BcranoBneHo, 110 3/1aBHa JIIOICTBY 3HAHOMI MPUPOJHI KaTakIi3MH, sIKi, 3a CII0-
BaMH BYCHUX, MOV BUHUKHYTH, B TOMY YHCIIi Yepe3 BIUIUB JIOIMHH HA HABKO-
JUIIHE cepenoBuine. JJoBeeHo, mo 3 4aciB MPOMHCIOBOI PEBOIIIOLT Y CBITI JTFOI-
CTBO PiZIKO 3aMHCITIOBATIOCS TIPO T€, SKOi IIKOAX 3aB/IA€ MIPHUPOI 1 sIKi HACITIKH 11e
MOKE MaTH y MaiOyTHboMy. BH3Ha4deHo, 1110 OCTaHHIM YacoM CIOCTEPIraeThCs
MOMITHA TEHCHI[IS 3aXUCTy MOBKLLIA. JIOCHIPKEHO TEHAEHIIIT, sIKi BigoOpaxa-
I0Th AMHAMIKY 3MIHH MIXO/IB 10 IPUPOAM: JFOAN 110 BCbOMY CBITY 00’ €THYIOTHCS
IUIsL TOrO, MO0 CpoOyBaTH BUIPABUTH HECHPHUATIMBY CKOJOTIYHY OOCTAHOBKY
1 HE IOIYCTHUTH I OiBIIOr0 MOTIPIIEHHS eKONIOTii. 3a3HAa4MMO, 10 BEIHYe3HI
MATPHEMCTBA MTEPEXOAATHh Ha OC3MEUHIIT MPOAYKTH, 00 3HU3UTH BUKUIN ra3iB
B armocdepy, 3MIHIOIOThCS CIIOCOOM BUPOOHHIITBA, BCTAHOBIIOETHCS JI0JJATKOBE
oOaiHaHHs JUIsl OYMIICHHS cucTeM. JI0Cii/DKeHO Ta Ha/laHO aBTOPCHKE BH3HA-
YEHHS CYyTHOCTI ITOHATTS «3€JIeHa eKOHOMIKa». Y CTaTTi PO3KPUTO 3MICT Ta CyT-
HiCTb KOHIICMILIT «3€JIeHa» EKOHOMiKa. PO3MISIHYTO IPHYMHH IEPEXOAY 10 3EICHUX
TexHoJorii. Ha mpukmani nocBiny po3BuHeHuX Kpain (Opantis, Janis, [liBnenna



Financial Strategies of Innovative Economic Development. Ne 4 (52), 2021

ISSN Print 2414-0287
ISSN Online 2707-8426

Kopes, [Mompma, SmoHis Ta iHMKX.) TMPOBEACHO aHANi3 CBITOBOTO OCBiIy
MOYATKy «3€JICHOT» eKOHOMIIl. [Topsi i3 UM PO3MIAHYTO MEePeIyMOBH IIEPEXOIY
JIO «3EJICHOT» EKOHOMIKH B YKpaiHi (3amovaTKyBaTu «3ejieHe» OymiBHHUIITBO, PO3-
BUTOK «3CJICHOTO» TPAHCIIOPTY, BIPOBATUTH CKOMAPKyBaHHS, PO3BHBATH Opra-
HIYHE CIIbChKE TOCIONAPCTBO TOIIO). JJOBEICHO, 1110 Y BCIiX PO3BHHEHUX KpaiHaX
ICHY€ COPTYBaHHSI CMITTS, IIPOBOMISATHCS 3aXOMIHU IOJ0 OYHIICHHS JIICIB Ta BOIO-
WmHuI. Y3araJbHEHO CHCTEMY IPHHIIKIIIB 3eJIeHOT €eKOHOMIKH, 110 3aIIPOIOHOBAHO
MDKHapOAHUMH OpTaHi3allisMHU Ta iHiNiaTnBamMu. BigmiueHo, mo B YkpaiHi, Ha
BiIMiHY BiJI KpaiH €Bporu, 3aX0/i1, CIPSIMOBAHI Ha 3aXUCT HABKOJIUITHHOTO CEpe-
JIOBHIIA, BITHOBJICHHSI TPUPOIHOTO OaIaHCy Ta MPOrPaMH 3 TIEPEXOLy Ha «3EJICHY
CKOHOMIKY» 3’ SIBUJIUCS BITHOCHO HEIABHO. Y3araJbHEMO CTPYKTYPY [I00AIbHOTO
IHCKCY «3EJICHOI CKOHOMIKI.

The purpose of the study

Study foreign experience in the practice of development
and implementation of green economy elements in the
developed countries of the world.

Problem statement

At the current stage of development of the world
economy one of the effective directions is the «green
economy», which emerges as a tool to combat
environmental and resource development problems of
the countries of the world in response to the financial and
economic crisis in 2008. The UN Environmental Program
(UNEP) in the same year announced the transition to the
so-called «green economy», which should contribute to the
recovery of the world economy, increase employment, fight
against poverty, while accelerating the fight against climate
change and degradation of the natural environment.

Today, the process of developing scientific, theoretical
and methodological principles of green economy is taking
place in the world. So, the concept of «green economy» is
now one of the most pressing issues in the developed world.
The problem is solved at the level of creation of documents,
implementation of relevant projects, holding summits, forums,
implementation of publications of world famous scientists.

Relevance

The development of a green economy is still very slow
and uneven, despite the public demand for rapid growth,
and individual areas of green growth, even if supported
by public policy measures, are poorly connected and not
developed in a systematic way.

Analysis of recent research and publications

Analysis of the scientific literature shows that the term
«green economy» was first used by a group of scientists

D. Pearce [1], A. Markandia [2], E. Barbier [3] in the report
of the UK Government «The concept of green economy»
(1989). Officially, the policy of «green economy» was
adopted by the OECD in 2009 as a strategic direction of
development («Green Growth Strategy of the OECDy).
According to the UNEP definition, a green economy is
an economy focused on improving human well-being
and social equity by substantially reducing risks from
environmental change and environmental resource scarcity.

Results

The green economy is a form of new economy,
a transition to which many countries have proclaimed in
one form or another. The United Nations (UN) describes
a green economy as one that promotes the well-being
of the population and reduces risks to the environment.
The common characteristics of a green economy are the
efficient and rational use of natural resources, the reduction
of greenhouse gas emissions and the introduction of new,
green technologies.

The concept of a green economy is now being actively
discussed at the level of international organisations, national
governments and among academics. Thus, approaches to
the interpretation of the green economy and the definition
of'its basic characteristics have been the subject of research
in many UN documents, in particular the Environmental
Programme (UNEP) and the UN Department of Economic
and Social Affairs (UNDESA).

We propose to consider the concept of «green
economy» as an economy based on the rational use of
natural resources through the introduction of alternative
energy sources in order to reduce energy, technology and
material intensity. The analysis of advantages in application
of green economy for the state and economic entities is
given in table 1.

Table 1 — Analysis of the benefits to government and businesses of applying a green economy

For the state

For business entities

— reducing the economy’s dependence on external supplies
of raw materials and price fluctuations;
— introduction of energy- and resource-saving technologies;
— access to new markets through clean technologies;
- Attracting foreign direct investment;
— improving the environmental situation and conservation of
natural resources;
— building a positive «green» image

— Reducing the unit cost of resource consumption;
— modernisation of production;
— generating additional income based on the use of available
resources (through waste recycling);

— improved quality and competitiveness of products;

— Opportunity to benefit from government incentives;
— diversification of asset structure and reduction of strategic

risks associated with traditional production.

Source: Developed by the authors based on [4]
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Green growth means stimulating economic growth and
development, while ensuring the conservation of natural
assets and their uninterrupted provision of the resources
and ecosystem services on which the well-being of all
depends [4]. To this end, it must catalyse investment and
innovation that will underpin sustainable growth and
generate new economic opportunities.

Motives for companies to adopt an active environmental
policy [5]:

1. Changing or limiting natural systems, reducing the
availability and increasing the cost of critical raw materials,
forcing companies to focus on resource efficiency and
recovery of raw materials from waste.

2. Stakeholder demands and expectations related to the
implementation of sustainability-related actions.

The transition to a pro-active environmental policy is
one in which the enterprise begins to see environmental
imperatives as an opportunity and an additional opportunity
for business development through product change,
technology change, staff competence improvement, etc. The
enterprise’s management process as a whole is organised so
that market, commercial, social and environmental objectives
can be reconciled. It is on such a proactive basis that today’s
business leaders build environmental management.

An active environmental policy of the enterprise (the
«start of the pipe» solution) involves:

— pollution avoidance or prevention (considers
pollution at source; zero-waste production);

— permanent improvement rather than temporary
effects;

— has many positive effects (no need for waste sorting
and recycling);

— regulatory compliance;

— saves money, time, space and other resources.

The ten key sectors of the green economy include
agriculture, housing, energy, fisheries, forestry, industry,
tourism, transport, waste management and recycling, and
water management. Each of these sectors has its own
objectives and certain goals, for example [6]:

1. Improving the energy efficiency of housing —
‘greening’ by retrofitting housing, creating zero-emission
buildings; zero-energy and energy-efficient buildings. This
can reduce energy consumption by almost 80 % compared
to conventional building design, creating millions of jobs.

2. Sustainable transport — greening involves switching
to low-carbon fuels; investing in energy-efficient modes
of transport; and planning green urban infrastructure
for transport. This can achieve a 50% reduction in fuel
consumption by the global car fleet by 2050, avoiding CO,
emissions of 2 gt annually and creating 3.8 million new
jobs worldwide.

3. Sustainable energy — shifting to new alternative
energy technologies would create more than 20 million
additional jobs: 2.1 million in wind power, 6.3 million
in solar photovoltaics, and 12 million in agriculture and
biofuel industries.

4. Sustainable agriculture — investing in sustainable
agriculture, including organic land use. By 2050, UNEP
predicts that one hectare of land should feed 6.1 to 6.4
people, compared to 4.5 people in 2005.
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5. Environmental infrastructure — includes investments
in healthy ecosystems: watersheds, river systems, wetlands,
soils, forests, oceans and coral reefs that provide important
economic services. Such investments would create large
numbers of additional jobs (between 10 and 40 percent of
investments) and significantly reduce the use of natural
resources.

6. Waste management and recycling — provides for the
safe and clean shipment, removal, storage and disposal
of waste, while respecting three rules: waste reduction,
recycling and reuse. The sector is expected to grow rapidly
in the face of rising commodity prices.

Overall, UNEP estimates that the annual financing needs
to meet the goals and green the global economy range from
$1.05 trillion to $2.59 trillion. This represents less than 1/10th
of the world’s annual investment (global gross fixed capital
formation, which was 22 % of global GDP in 2009) [7].

The global scale of production and employment in
the green economy. The scale of the green sector of the
global economy is still relatively small, which is why the
term «green economy» is often used in specialist literature
alongside the term «green sprouts» of the economy. Indeed,
the value of products and services produced in this sector is
estimated at about 2 trillion dollars, or 2.7 % of world GDP,
profits — 530 billion dollars, employment — within 10 million
people [8]. But the contribution of the «green» sector in the
development of the economic complex of individual states,
concentrating most of the capacities and investments in this
area, is markedly higher: in the USA the «green» economy
provides products and services for more than 600 billion
dollars (4.2 % of GDP). (4.2 % of GDP), employment in it is
estimated at 3 million people; in Japan — 3.4 % of GDP and
approximately 1.5 million people; in the EU as a whole —
2.5% of total GDP and over 3.4 million people. However,
199 is higher in individual countries: in Germany — about
4.8 % plus global leadership in the export of environmental
goods and services (in particular, more than 12 % of global
trade in climate protection equipment); in the UK, the world
leader in the share of the «green» sector in GDP — $240bn
(11.8% of GDP). (11 8.8% of GDP), the share in exports
was 5 %, in total employment — 3 % [9].

In Germany, GDP growth was 1.6% in 2014. At the
same time, total energy expenditure fell by 4.7%. Among
these, electricity costs fell by 3.7% and CO2 emissions
from energy production by 5%. For the European Union,
from 1990 to 2014, GDP grew by 46 % and the reduction in
CO2 emissions by 23 %. This is due to increased efficiency,
especially in industry, as well as the rapid growth and
expansion of renewable energy sources [9].

The Green Economy Index is an index that assesses and
compares individual countries on the state of development
of the green economy. Essentially, the index is the integral
sum of two components — performance measurement and
expert judgement (Figure 1).

The Global Green Economy Index (GGEI) [10], which
measures the environmental performance of 80 countries
and provides expert assessments of the greening of the
economy.

An important and effective tool of green economy is
a system of principles (tab. 2).
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[ GGEI ]

[ Performance Index ]

[ Expert assessments ]

Fig. 1 — Structure of the Global Green Economy Index
Source: Developed by the authors based on [10]

Table 2 — System of green economy principles proposed by various international organisations and initiatives

Name of organisation The principles of a green economy

. Ensures sustainable development.

. Ensuring equality — the principle of equity.

. Creates prosperity and well-being for all — The Principle of Dignity.

. Improves the natural world — The integrity of the earth, planetary boundaries and the Precautionary Principle.
. Inclusive and participatory decision-making — Inclusion Principle.

. Accountability — Stewardship Principle.

. Builds economic, social and environmental sustainability — Principle of sustainability.

. Ensures sustainable consumption and production — Principle of efficiency.

. Investing in the future — Intergenerational principle.

. Equitable distribution of wealth.

. economic justice governed by the principle of universal but differentiated responsibilities.

. Equity for all generations.

. Preventive approach.

. Right to development.

. Internalisation of externalities.

. International co-operation.

. International responsibility.

. Information, participation, reporting.

10. Sustainable consumption and production.

11. Strategic, coordinated and integrated planning for sustainable development, green economy and poverty
reduction.

12. Transition.

13. Rethinking well-being.

14. Gender equality.

15. Protecting biodiversity and preventing pollution of any component of the natural environment.

UNEP

Stakeholder
Forum, Bioregional
Initiatives and Earth

Charter Initiatives

OO0 I ANNHKWNFR|I[OWI NI W —

1. Potential driver of sustainable development, stimulating economic growth, necessary to eradicate poverty.
Can provide an integrated approach to sustainable development when adapted to different countries,
localities and areas according to their needs and situations and complemented by social protection to ensure

inclusiveness and sustainability.

The High-Level
Panel on Global
Sustainability — UN
Secretary General

2. Adopts a long-term view, providing a sustainable model of growth that can withstand external shocks.

3. Measures progress beyond GDP alone.

4. Promotes employment, strengthens green business and provides green jobs.

5. Highlights technology and innovation, cooperation and institutions.

6. Sends clear signals by including social and environmental costs in the pricing mechanism. Ensures that
finance is used to lay the foundations for higher sustainable development with sufficient financial returns.

7. Facilitates the transition from low-carbon and renewable towards energy efficiency.

8. Addresses resource scarcity and improves the condition of environment and natural assets, including
ecosystems and biodiversity, by improving and enhancing the natural commons and resource management.
9. Can facilitate stakeholder involvement, participation and cooperation.

Source: Developed by the authors based on [11]

The principles are useful for building a vision, creating
a framework and awakening the interest of all stakeholders,
but concrete mechanisms and tools are needed to move
from theory to practice and implement the principles in
question [8].

Conclusions

A green economy is an integral part of sustainable
development and implies a balanced coexistence of the
environment, social and economic systems.

Regarding the implementation of a green economy, it is
advisable for Ukraine:
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1) to use the experience of developed European
countries, which have already achieved significant
success in the application of the principles of ecological
economy;

2) combine environmental and economic components
at all levels: local, regional and national;

3) switch to energy-saving technologies;

4) stimulate implementation of innovations;

5) implement new technologies of waste management
and recycling;

6) expand use of alternative energy sources;

7) implement eco-labelling, develop organic farming;
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8) start «green» construction, development of «green»
transport: trolley buses, trams, bicycles, electric cars,
«greeny electricity tariffs.

The prospect of further research is to study the
international experience of greening the economy and the
possibilities of its practical application in Ukraine.

A green economy creates new jobs, generates higher
GDP growth, reduces risks such as the effects of climate
change and increasing water scarcity, and stimulates
economic progress.

Theimplementationofthe greeneconomymodelinvolves
creating conditions for business development based on new
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environmental standards and technologies, state support
for socially and environmentally responsible businesses,
increasing the role of the state and intergovernmental
bodies in economic and environmental regulation, creating
conditions for developing environmental culture of the
population and popularizing educational environmental
initiatives and resource-saving programs

Thus, the Green Economy is based on alternative
energy and fuel sources, cleaner production technology,
clean technologies in agriculture, green construction, as
well as programmes for cleaning air, water and soil from
pollution, recycling and disposal of waste, etc.
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The article is devoted to research the problem of application of neural network
modeling to improve the quality of forecasting sales of the enterprise. The use of
the artificial neural network model — one of the means of artificial intelligence —
to predict the sales of the enterprise due, on the one hand, unsatisfactory results
of traditional quantitative forecasting methods, and, on the other hand, the
implementation of the Concept of Artificial Intelligence in Ukraine. In order to
analyze the results of the use of neural network modeling to forecast sales of
the enterprise, it is developed the method of analysis based on comparative
analysis of the quality of forecast models of four classes (groups): I — regression,
II — autoregressive, 111 — nonlinear trend (considered in different periods ) and IV —
neural network. Neural network models were considered in three types: 1) neural
network input-output (net), 2) neural network based on the NAR model (nonlinear
autoregression), 3) neural networks of NARX type — nonlinear autoregression
with external (exogenous) input. Approbation of the methodology was carried
out on the data of the company “Sportmaster” — a company that trades throughout
Ukraine. The criterion for assessing the quality of the model is the average absolute
percentage error (MAPE). Approbation of the method of analysis of the results of
the use of neural network modeling to forecast sales of the enterprise revealed that
the best models for forecasting and analysis were neural networks NAR and NARX
(group V), and slightly worse, by evaluation, was autoregressive model (group II),
built on a long period 276 values. Thus, it was found that the use of neural network
models allow to obtain a more accurate forecast of sales for the trading company,
which confirms the feasibility of their use. It is proposed to improve the model of
sales policy of the enterprise through the use of neural network modeling to forecast
sales, which creates conditions for improving the efficiency and competitiveness
of the enterprise. The results of the study can be used as a basis for improving the
existing information systems of enterprise management.

3ACTOCYBAHHS HEUPOMEPEKEBOT'O MOJIEJIFOBAHHSI
JIJISI TPOTHO3YBAHHSA OBCAT'IB PEAJIIBALIL NIJIIPUEMCTBA

IBanoB C.M., Makcumko H.K.
3anopizbKuti HAYioOHAIbHUL YHi8epcumem

69600, Yrpaina, m. 3anopixcocs, eyn. Kyrkoscvkoeo, 66

Koarouosi ciioBa:

M IIPUEMCTBO, O0CSITH peais3aiii,
HEHWpOMeEpEKEBE MOJEIIOBAHHS,
MIPOTHO3YBaHHS
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CrarTsi NpUCBSYCHA JIOCHIDKEHHIO IPOOJIEMH 3aCTOCYBAaHHS HEHPOMEPEKEBOTO
MOJICITIOBaHHSI JUIsl ITJABUINCHHS SIKOCTI TIPOTHO3YBaHHS OOCATIB peaizarii
MIPOAYKIIi IiIPUEMCTBA. 3aCTOCYBAaHHS MOJENI IITY4YHOI HEHpOHHOI Mepexi —
OITHOTO 13 3ac00iB IITYYHOTO IHTEIEKTY — JJIS IPOTHO3YBAHHS OOCSTIB peaii3aii
MATPHEMCTBA 3yYMOBJICHI, 3 OTHOTO OOKY, HE3aJOBUILHIMHU pe3yJabTaTaMu
3aCTOCYBaHHS TPAAWIIMHNX KUTBKICHUX METOMIB MPOTHO3YBaHHS, 4, 3 IHIIOTO
00Ky, 3aBIaHHAMH peamizarii B chepi ekoHoMikn KoHIenii po3BUTKY IITYYHOTO
iHTeNeKkTy B YKpaiHi. 3 METOI0 aHasli3y pe3yJibTariB 3aCTOCYBaHHS HEHPOMEPEIKEBOTO
MOJISITIOBaHHS /I MIPOTHO3YBaHHS OOCSTIB peanizaliii mpoayKiuil mianpueMcTsa
3aIPOIIOHOBAHO METOIMKY aHaJi3y, sika 0a3y€eThCs Ha MOPIBHSUTLHOMY aHai31 SIKOCTI
MPOTHO3HUX MOJieliel YOTHPhoX KiaciB (rpymn): I — perpeciiini, 11 — aBroperpeciiiHi,
Il — HeniHilHI TpeHJOBI (SIKi PO3ISLAAINCS HA PI3HUX TEPioAax PETPOCIEKIii)
ta IV — Heiipomepexesi. HelipomeperkeBi Mozeni po3ISLAaInCS TPhOX BHIB:
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1) Helipomeperka BBEICHHSA—BUBENCHHS (net), 2) HelpoMepeka Ha OCHOBI Mozeli
NAR (menminiifHa aBToperpecisi), 3) Heilipomepexa Bumy NARX — HeminiliHa
aBTOperpecis 3 30BHIMTHIM(EK30TeHHIM) BXOZIOM. ATIpo0allisi METOUKH MPOBEICHA
Ha nanux nianpuemcrta TOB «Sportmaster» — minpueMcTBa, sike 3aliMaeThCst
TOpriBieto 1o Bciid Ykpaini. Kpurepiem OIHKH SIKOCTI MOJE 0OpaHO CepeiHto
abcomotHy BifcotkoBy moxuOky (MAPE). Amnpo0ariss MeToquky —aHamizy
pE3yNbTaTiB 3aCTOCYBaHHS HEHPOMEPEIKEBOIO MOIEITIOBAHHS JUIsl MPOTHO3YBAaHHS
00csiriB peastizanii NpoAayKIii MiNMPUEMCTBA BHSBWIA, 10 KPAIIUMU MOJIEISAMU
JUISL IPOTHO3YBAHHS Ta aHaiizy BusiBmuMcs Heiipomepeski NAR ta NARX (rpyna
IV), Ta 3 memo ripioro omiHKoI0 aBToperpeciitna Mozeins (rpymna II), modynosana
3a JIOBI'MM TIIepiofioM perpocrexiii (276 3Ha4yeHb). TakuM YMHOM, BHSBICHO, IO
BHUKOPHCTAHHSI HEHPOMEPEKEBUX MOJCICH Ja€ 3MOTy OTPHMAard OUTbII TOYHUH
TIPOTHO3 OOCSATIB peai3amii s TOPTOBENHFHOTO IiIIPHEMCTBA, IO MiATBEPIKYE
JIOIUTEHICTB iX BUKOPHCTAHHS. 3aIIPONIOHOBAHO Y10 CKOHAICHHS MO ()OPMYyBaHHS
30yTOBOI MOJITHKY TIANPHEMCTBA 32 PaXyHOK BHKOPHCTAHHS HEHPOMEPEKEBOTO
MOJICITIOBaHHSI JUIsi [TPOTHO3YyBaHHSI OOCSITIB TPOJNAXIB, sSIKA& CTBOPIOE YMOBH
JUT TABUIICHHS €()EKTHMBHOCTI Ta KOHKYPEHTOCIIPOMOXKHOCTI MiJPHEMCTBA.
Pesynbrary HoCiiKeHHST MOXKYTh OyTH TOKJIAJCHHMMH B OCHOBY YIOCKOHAJICHHS

ICHYIOUMX Ha ChOTO/HI iH(QOpMaiHUX CUCTEM YIPaBIiHHS MiATIPUEMCTBAMH.

Statement of the problem

Forecasting is an integral part of every modern business.
In market conditions, the results of forecasting are necessary
to determine the direction of further development of the
enterprise, understanding the state of the environment in
which it operates, planning effective use of resources,
prevention of possible negative factors and more. One of
the central indicators in planning at the enterprise is the
projected volume of sales of products (works, services). This
indicator serves as a basis for planning the leading business
processes in the enterprise and affects the efficiency and
competitiveness of the enterprise.

Particular important is the problem of ensuring the highest
possible quality of forecasts. The solution to this problem is
to justify and choose a relevant forecasting method.

Today there is a well-developed arsenal of qualitative
and quantitative forecasting methods. Quantitative methods
are based, as a rule, on traditional approaches and models
(statistical, extrapolation, network and others). However,
the existence of such a wide variety of methods suggests that
the results of their application are not always acceptable,
and in the field of economics lead to unacceptable losses.

According to the Concept of Development of Artificial
Intelligence in Ukraine adopted in [1], one of the priority
areas of its implementation is the introduction of artificial
intelligence technologies in the economy. In particular,
one of the tasks of the Concept is to motivate business
entities to introduce artificial intelligence technologies to
increase their own efficiency. In the light of these tasks, the
urgent problem is the use of one of the means of artificial
intelligence — the model of artificial neural network to
predict the volume of sales of the enterprise.

Analysis of latest research and publications

In [2] the issue of estimating the logistical risks of
enterprises on the basis of sales forecasting is investigated.
This paper proposes the concept of logistical risk of
forecasting demand and developed a method for estimating
the logistical risk of forecasting demand by two estimates:

the accuracy of the trend model for forecasting and the
accuracy of the forecast taking into account seasonality.

The work [3] is devoted to the quantitative assessment of
the activities of agricultural enterprises in the Volyn region
in terms of sales of products (goods, works, services).

In papers [4-6] the modern directions of improvement
of the system of financial planning and forecasting of the
enterprises of Ukraine were investigated. Along with the
analysis of the criteria for assessing the financial condition
and results of the enterprise, the methods of forecasting
and planning the turnover of the enterprise are considered.
Article [6], in particular, is devoted to a comparative
analysis of existing methods of forecasting economic
indicators for a commercial enterprise. However, real
results of the assessment of the quality of forecasts by the
above methods were not provided.

In [7] (Sakun A. Zh., Pantiuk I.P.) theoretical
and methodological aspects of the system approach
are considered, which provides consideration of the
enterprise as a complex of subsystems (production, sales,
warehousing, transport and other activities). The results of
this work are important for determining the place of the
indicator of sales of the enterprise to ensure the effective
functioning of the enterprise.

Along with the already widespread methods [8], new
methods are actively involved in the arsenal of forecasting.

Thus, in [9] the author explored the possibilities of
creating and applying artificial intelligence systems,
methods of neural network theories and fuzzy logic in
economics, and in [10] — studied the use of neural networks
in the analysis of macroeconomic indicators.

Effective methods of working with Big Data and their
application for forecasting are investigated in [11; 12].
However, insufficient attention has been paid to the problem
of using neural networks to forecast the company’s sales.

Goals formulation

The purpose of the article is to analyze the results of the
use of neural network modeling to improve the quality of
forecasting sales of the enterprise.
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Presentation of the main research material

The continuity of the production process, the turnover
of working capital, the results of financial and economic
activities, the profitability of the enterprise depend on how
the sales system is organized.

According to the current legislation, the company sells
its products and other tangible assets on the basis of direct
agreements (contracts) established by the state, through
commodity exchanges, through the network of its trading
companies. The growth rate of sales, improving its quality
directly affect the cost, profit and profitability of the industry.

Thus, based on forecasting sales, the company has
the opportunity to regulate and balance its activities. The
number of products produced and sold (productivity,
organization of services) are the main indicators that
represent the activities of the organization, and the forecast
of these indicators is important for assessing their activities
both at the planning stage and at the implementation stage.

The rapid development of the use of information
technology in business management has led to the need
to find new forecasting methods, the use of which gives
a competitive advantage in the industry.

The use of neural networks allows you to take into account
the factors on the basis of which you can build short-term
forecasts. Using a neural network architecture (perceptron
with one hidden layer) and a database (retail turnover and
other data from the external and internal environment), it is
possible to obtain an effective forecasting system [6].

To substantiate the use of neural networks in forecasting
the volume of sales of the enterprise, we will conduct
a comparative analysis of the results of the application of
different forecasting methods to the relevant time series
(Fig. 1).

Lets conduct research on the application of the proposed
methodology on the information base of the company
«Sportmaster» —a company that trades throughout Ukraine
in sporting goods through the online platform [13] and oft-
line outlets.

The dynamics of sales volumes of Sportmaster LLC for
the period from January 1, 2021 to October 25, 2021 is
presented in Fig. 2
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To use the technique presented in Fig. 1, we construct
four groups of predictive models (I-1V).

1 group of models — regression models.

We select the following variables as input data for
model construction:

Y, — sales volume (revenue per day) on day ¢,

X/, —sales volume per day (#—1), (value of revenue
for the day last year),
X} — number of visitors per day #—1 (value of the

-1
numbgr ())f visitors per day),

X (3,71) — number of visitors per day (¢#—1) in the
previous year (value of the number of visitors per day in
the previous year),

X 671 — conversion (the ratio of revenue to the number
of visitors per day (¢ —1)).

Construct a regression model in the form (1).

Yt = Bo +131X(1,71) + BzX(zH) + B}XSH) +B4X(t,1) P (1)

where B, ,..., B, —regression coefficients.
After excluding insignificant variables, the regression
model has the form (2):

Y, =106274,6727 +0,56837602% X', +
120,3680408% X7
where X'

., — the value of the indicator «Sales volume for
the past period»; X, — value of the indicator «Number of
visitors for the previous period».

According to Fisher’s criterion, the model turned out to
be significant Fp=33,26545978 and F =1,217523008.

To compare the results of forecasting using regression
models, we build a regression model based on the last
30 values. When building a regression model for the last
30 values, the variables X | «Sales volume (last year)»,
X!, - «Visitorsy, X 4y — «Conversion»were not
significant. According to Fisher’s criterion, this model was
also significant (F,=55,49025734 and F/ = 1,868709158)
and has the form (3):

Y =-59860,11726+382,4861479* X,

3)
where X, — the value of the data «Visitors (last year) for

the past period».

. (@

Construction  of  forecast

Data on sales of
the enterprise

models

v

models;

(I)-regression models;
(IT)-autoregressive

(I1I)-nonlinear models.

(IV) Predictive
models based on
neural networks.

Improving the method
of managing sales of

v

the enterprise.

Analysis of the use of neural
networks in forecasting based on
comparative analysis.

Fig. 1 — Schematic model of research of application of neural networks
in forecasting of volumes of realization of the enterprise
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Fig. 2 — Dynamics of sales volumes (thousand UAH) of Sportmaster LLC in 2021

To check the quality of the models, we use the average
absolute percentage error (MAPE):

A
;X

T+t
100 Al @

MAPE = —
T =T+l 'x[

According to the MAPE values, the second regression
model (3) was better than the first (2) (34.4 % <39.7%).

11 group of models — autoregressive models.

Let’s build a linear autoregressive model in the form
of (5) and check its quality to predict the volume of sales:

Y, = Bo +ﬁlYt—l +Bzthz +B3Yr73 +
+ B4Y274 + BSK*S + [36)/:76 + B7Y;77
where Y, —sales volume (value of revenue per day) per day .
Note that the use of the previous 7 values in the

construction of linear autoregression is justified by the
presence in the dynamics of sales of the enterprise cyclical

)

period t=7
As a result of the obtained autoregressive model in the
form of (6):
Y=159913,93726 +0,424782064*Y,  —
—0,128803009*Y, , +—-0,108383078*Y .+  (6)
+0,150485653*Y, (+0,378672112*Y, ,
When constructing the model the var1ables _, and

Y, , turned out to be insignificant. After excludlng them
from the model, the model turned out to be significant
with estimates F = 4539891697 and F_ = 1.220899795
according to Fisher’s criterion.

Let’s build the second autoregressive model on
30 values and check the quality of the constructed forecast
on the MAPE value.

Table 1 — The results of building nonlinear trend models for

The result is an autoregressive model in the form of (7):

Y, =125852,526+0,736685*Y,_, —

—-0,462959*Y, , —0,401845*Y_ +
+0,350310*Y,

When constructing autoregression based on 30 values,
three variables were not significant: Y ,, Y, , and
Y,_,. In general, the model turned out to be significant
according to Fisher’s criterion Fp = 6,375638401 and
F =191918774.

The linear autoregression model, which was based on
276 observations, provides a better prediction. This can be
seen in the value of MAPE, for the first model 22.8 % and
for the second 26.2 %.

Group III of forecast models — nonlinear trend models.

Let’s check the possibility of using nonlinear trend
models to forecast sales. In the table 1 presents the results
of modeling — built three trend models (in which x=Y,_,)
with estimates of their quality.

Group IV — neural network models

To predict the volume of sales of the enterprise by
means of neural network modeling, we use Matlab software
for the design and training of neural networks Neural Time
Series (ntstool) [8].

This tool allows you to solve three types of nonlinear
time series. We will build these models to forecast sales
volumes.

Let’s build a neural network of input-output (nef). Two
networks are involved in this network: the input series
x(¢) and the output series y(f). We predict the value of y(¢)
from the previous values of x(¢), but without knowing the
previous values of y(¢):

X (t —-d )) .

y(t):f(x(t—l),...,

@

®)

forecasting sales with estimates of their quality

Model R? Model error (MAPE)
Y =10392 x In(x) + 259898 0.0088 50%
Y =216229 x x 0¥ 0.0035 41,6 %
Y =-2.0871 x x> + 329.18 x x + 220755 0.0542 23,5%
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At the input of the model we use data on the following
variables: sales last year (X, value of revenue per day last
year), number of visitors (X, value of number of visitors
per day), number of visitors last year (X, value of visitors
per day last year), conversion (X,, the ratio of revenue to
the number of visitors per day). The total amount of data at
the input will be equal to 283, 15 observations will be left
to analyze the quality of the forecast model.

The source array will be the value of sales for the next
period of time. In total, the number of observations will be
283, as well as the input data. Input and output data will be
specified by columns.

Maltab uses three algorithms to study the neural
network: Levenberg — Marquardt, Bayesian ordering, and
scalable conjugate gradient. We will use the Levenberg-
Marquardt algorithm because it has a number of advantages,
including good work with large data sets and fast operation
of the algorithm.

Let’s build a neural network based on the NAR model
(nonlinear autoregression). The calculation of the value of
sales in the model is based on formula (9):

y()=/(y(-1)....p(1=d)). )

That is, in this neural network, the input of the learning
network will be equal to the output. In our case, at the
entrance we will give 283 values of the company’s sales
for 2021.

Construct a neural network of the form NARX —
nonlinear autoregression with external (exogenous)
input. This model combines the two previous models, ie
has the ability to set the input parameters of the impact on
sales volumes, as well as the forecast to use past values
of sales:

y(t) = f(x(t—l),...,x(t—d),y(t—l),...,y(t—d)). (10)

On the input models we will use the parameters of
sales volume for the last year (X, the value of revenue for
the last year), the number of visitors (X,, the value of the
number of visitors per day), the number of visitors last year
(X;, the value of the number of visitors per day last year),
conversion (X, the ratio of revenue to visitors per day).
At the output for network training we give the value of
sales, the total number of observations 283.

Let’s move on to the general simulation results.
Let’s analyze the quality of the developed models by
comparing the values of MAPE error, which are presented
in table 2.

Table 2 — Comparison of models quality
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Thus, the best models for prediction and analysis are
NAR and NARX neural networks, as well as autoregression
of 276 values.

That is, neural networks provide an opportunity to obtain
a more accurate forecast of sales for the company, which
justifies their use to improve the quality of sales activities.

The use of neural networks will allow you to more
effectively plan the results of sales activities by increasing
the accuracy of forecasts. The improved model of sales
activity of the enterprise is presented in fig. 3.

Conclusions

The results of the use of neural network modeling to
improve the quality of forecasting sales of the enterprise
are analyzed in the paper. For this purpose, a method of
analysis is proposed, which is based on a comparative
analysis of the quality of predictive models of four
classes: I — regression, II — autoregressive, III — nonlinear
trend and IV — neural network. Neural network models,
in turn, were considered in three types: 1) neural network
input-output (net), 2) neural network based on the NAR
model (nonlinear autoregression), 3) neural networks
of NARX type — nonlinear autoregression with external
(exogenous) input.

The research was conducted on the basis of the
information base of Sportmaster LLC, an enterprise
engaged in trade throughout Ukraine.

The quality of the forecast for each of the models is
assessed.

In the process of researching results of predictive
models, it was found that the best models for prediction
and analysis were neural networks NAR and NARX, as
well as autoregressive model for 276 values.

That is, the use of neural network models allow to
obtain a more accurate forecast of sales for the trading
company, which justifies their use to improve the quality
of management (including sales) activities.

An improved model of sales policy of the enterprise
with the use of sales forecasting based on the use of neural
network modeling, which creates conditions to improve
the accuracy of marketing forecasts, increase the efficiency
and competitiveness of the enterprise.

Prospects for further research are in the expanding the
information base of the study. The results of this paper can
be used as a basis for improving the existing ERP-systems —
integrated information systems for enterprise management.

Model The value of the MAPE Ability to forecast for more than 1 period
Regression (n =282) 39,7% —
Regression (n = 30) 34,4% —
Autoregression (n = 276) 22,8% +
Autoregression (n = 30) 26,2% +
Trend model (logarithmic) 50% +
Trend model (step) 41,6% +
Trend model (polynomial) 23,5% +
Neural network (net) 23,3% -
Neural network (NAR) 16,6% +
Neural network (NARX) 17.4% -
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Fig. 3 — Improved model of formation of sales policy of the enterprise
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The article is devoted to the definition of the main characteristics of the project
approach to the economic security of the organization, which is a purposeful
method of forming a future economic system. The key determinants of economic
security of the organization are highlighted, taking into account the levels of its
provision: macro-, meso- and micro-levels. The composition of key determinants in
the system of economic security of the organization is also determined. The article
proposes to consider improving the level of economic security of the organization
as a project, that is, to consider this category from the standpoint of the project
approach.. The advantage of the project approach is the independence of employees
and departments in making managerial decisions, concentration at work, a clear
division of responsibility, minimal control and administration. It is noted that the
project approach provides for the possibility of solving any problem with a sufficient
amount of time and money. The content of the project will be the economic security
of the organization, the target component of the project is to achieve a certain level
of economic security of the organization, the limitations of the project are time and
resources. Based on this, the main features of the project are highlighted. The main
stages of work on the project are: determining the deviation of the actual indicator
from the target, identifying threats to the economic security of the organization;
calculation of scenario options for the ratio of time and financial resources; solving
the problem of optimizing the distribution of time and financial resources of the
organization; drawing up a plan of events (Gantt graphics); allocation of threats
to economic security in accordance with the main determinants. A comparative
description of the project approach with traditional approaches to organization
management is given. It is noted that for different types of projects, depending on
the goals and restrictions, it is advisable to develop an individual risk management
system and a set of measures. A comparison of the main components of the economic
security of the organization and the procedures of the project approach is given.

CYTHICTbH TA 3MICT IPOEKTHOI'O NIJIXOAY
1O EKOHOMIYHOI BE3NEKH OPTAHI3AIIII

Kucinsosa LIO.
3anopizbkuti HayioHaIbHUL YHigepcumem

Yxpaina, 69600, m. 3anopidicorcs, yn. Kykoscvrozo, 66

Korouosi ciioBa:
MIPOCKTHHI Mi/IX1/1, CKOHOMIYHA
Oe3rmeka, TeTepMiHaHTH

20

CrarTst IpHUCBSYEHAa BU3HAUYCHHIO OCHOBHHX XapaKTEPUCTHUK MPOEKTHOTrO ITiIXoJa
JI0 EKOHOMIYHOT OC3MeKN OpraHizallii, KUl sBJsie COOOKO IICCIPSIMOBAHHUI METOJT
(hopMyBaHHST MaiOyTHHOT €KOHOMIYHOT CHCTEMU. BHIINICHO KITFOYOBI ICTepMiHAHTH
SKOHOMIYHOI Oe3eKr opraHi3allii i3 BpaxyBaHHIM piBHEH ii 3a0e3MedeHHs: MaKkpo-,
Me30- U MikpopiBHi. Takok BH3HAYEHO CKJIaj KIIFOYOBHX JCTCPMHHAHTIB B CHC-
TeMi eKOHOMIUHIi Oe3neKn opraHi3aiii. ¥ CTaTTi 3alporOHOBAHO PO3IIANATH TIi/I-
BUINICHHS PiBHSA €KOHOMIYHOi O€3meKkW opraHizaiii, sSIK MPOEKT, TOOTO po3mIsiaaTu
JTaHy KaTeropiro 3 MO3MIii MpoeKTHOro mimxona. [lepeBaroro mpoekTHOTO miaxoaa
BHU3HAYEHO CAMOCTIHHICTH CHIBPOOITHUKIB Ta MiAPO3ALIIB Y MPHUHHATTI YIIpaBIiH-
CBKHX PIIlICHb, KOHIICHTPAIIi}0 Ha POOOTI, YITKUI PO3ITOILT BiIOBIIAIBHOCTI, MiHi-
MaJIbHUH KOHTPOJIb Ta aJIMIHICTPYBaHHsI. 3a3Ha4€HO, 10 MPOSKTHUH MiaXi nepe-
0auae MOXJIMBICTb pilIeHHs Oy/Ib-sIKOT TIPOOJIEMH TTPU JIOCTATHIM KUIBKOCTI Yacy Ta
KOILTIB. 3MICTOM TpoeKTa Oy/ie eKOHOMIYHa Oe3reka opraHizariii, IiJIb0Ba CKJIa10Ba
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MpOeKTa — JOCSATHEHHS IEBHOTO PIBHS €KOHOMIYHOI O€3MeKH opraHizarii, oome-
JKESHHSIMHU TIPOEKTa € Jac Ta pecypcd. Ha OoCHOBI I[hOTO BHUIIUICHO OCHOBHI O3HAKH
npoekta. OCHOBHUMH eTartaMi poOOTH HAJI MPOEKTOM BU3HAYEHO: BU3HAYCHHS Bifl-
XWIEHHS (DaKTHIHOTO TMOKAa3HMKA BiJ IITLOBOTO, BHSIBJICHHS 3arpo3 €KOHOMIYHOI
Oe3IeKy OpraHizallil; po3paxyHOK CIICHAPHUX BapiaHTIB CITIBBIAHOIICHHS YaCOBHX
Ta (hHIHAHCOBHX PECYPCIB; PIIICHHS 3a/1a4i ONTUMI3aLlii PO3MO/Iiy YacoBUX Ta (hiHAH-
COBHX PECypCiB OpraHizaliii; ckiajaHHs ruiana 3axonis (rpadika ['anra); BuaiIeHHs
3arpo3 CKOHOMIYHOI OE3MeKH Yy BIAMOBIAHOCTI 13 OCHOBHHUMH JETCPMiHAHTAMHU.
HaBeneHo MOpIBHMJIBHY XapakTEPUCTHKY IMPOEKTHOIO IMiIXOna i3 TpajuLiitHUMU
MIIX0IaMH YIIPABIIIHHS OpraHU3alli€ro. 3a3Ha4eHO, 10 JJIs PI3HUX THITIB MPOCKTIB
B 3aJIXKHOCTI B[ ITiJIel Ta OOMEXeHb JIOIIJIBHO PO3POOUTH 1HAUBIyaIbHY CHCTEMY
PH3UK-MEHE/DKMEHTA Ta KOMITIEKC 3aX0/(iB. HaBeieHO MOpPIBHSHHS OCHOBHHX CKJIa-

JTIOBUX €KOHOMIYHOI O€3MeKH OpraHi3arlii Ta Mporemayp MpOSKTHOTO ITiaXO0/a.

Problem statement

The project approach to the economic security of the
organization is a purposeful method of forming the future
economic system. The economic security of an organization
is a complex characteristic that takes into account the
totality of financial, social, production, investment,
innovation, resource, industrial, environmental and other
potentials [1]. In the process of forming a plan to ensure
the economic security of the organization, it is necessary to
identify its key determinants and determine the appropriate
indicators, which will assess the need for resources, time
and opportunities to increase the level of economic security.

Analysis of recent researches and publications

The project approach to enterprise management is
the subject of research by many domestic and foreign
scientists. However, the application of the project approach
to managing the economic security of the enterprise
is almost not proved. Although some scientists, in
particular Sultigova M.B., Rossoshanska O.V., Prodius O.,
Baranskaya A.N. consider this approach very promising,
this issue, in particular, the conclusion of the essence of the
project approach remains insufficiently worked out in the
domestic literature.

Formulating of objectives

The purpose of the article is to study the essence of
the «project approach to the economic security of the
organization» concept, its peculiarities definition.

Presentation of the main research material

It is advisable to single out the key determinants of the
economic security of the organization, taking into account
the levels of its provision. To do this, we will distinguish
macro-, meso- and micro-levels. The composition of the
key determinants in the economic security system of the
organization is given in tab. 1.

The advantages of this approach include the
independence of employees and departments in making
managerial decisions, concentration on work, a large
distribution of responsibility, minimal control and
administration [2].

At the same time, it is not without drawbacks, such
as inefficient use of resources, due to tight end dates and
«safe» assessments of tasks, including time reserves, the
preservation of the risks of delaying the completion of tasks.
So the hard finish dates of tasks, typical of any repetitive
processes, require appropriate reserves of time, which leads
to insufficiently efficient use of resources. At the same time,
the risks of task delays remain [2]. These factors show the
internal reserves of growth for the organization.

To date, in practical activities, there are trends in the
transition from traditional theoretical approaches to the
management of the organization (situational, structural
and functional [3]) to relatively new (process and project)
approaches. The need for the evolution of existing
approaches is due to the shortcomings identified as a result
of the analysis of the processes of financial and economic
activities of organizations, based on the study of the tools

Table 1 — Key determinants of economic security of the organization

Level of economic security

Key determinants

Macro level

Micro level Financial
Industry
Meso-level Production territorial
Informational
Political

Socio-economic

Resource (personnel, raw materials)

Sales

Social

Investment technology

Industrial-ecological

Managerial institutional
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of each approach and the methodology for studying the
category «economic security of the organization» (tab. 2).

The process approach is a natural evolution of the
functional approach. Each business process is a logical
series of interdependent actions, using the resources of the
organization, aimed at obtaining in the foreseeable future the
final result necessary for the organization and satisfying the
interests of customers. In this case, the process is considered
as a mode of operation, reflecting the change in the states
of the system. Taking into account the fact that functions
and processes cannot exist in isolation from each other,
modern enterprises have to combine functional and process
approaches. To do this, it is necessary to simultaneously
design the organizational structure (functional areas) and
the order of interactions within this structure (processes) [4].
Analysis of the influence of the external environment on the
efficiency of production using the process approach showed
the impossibility of obtaining a long-term competitive
advantage due to the possibility of applying similar
procedures by competitors. Therefore, only business models
(processes) and complementary assets that are difficult to
replicate by competitors give a competitive advantage [1].

In the conditions of an innovative economy, the
effectiveness of the process approach in comparison
with others has strengthened its position in operational
management, but as a tool for implementing strategy and
strategic changes in the organization, business structures
prefer project management. Economic security is an
important element of the strategic management system
of the organization. In our opinion, it is advisable to
consider increasing the level of economic security of the
organization as a project, that is, to interpret this category
from the standpoint of the project approach [3]. The project
approach assumes the possibility of solving any technical
problem with a sufficient amount of time and money. One
or more resources are often scarce in practice, necessitating
the development of tools for this approach. The essence of
project management is expressed by the implementation of
the project with the maximum possible efficiency with time
constraints, financial and material resources, as well as high
requirements for the quality of the final results of the project.

The content of the project will be the economic security
of the organization, the target component of the project is
the achievement of a certain level of economic security
of the organization, in the role of classical constraints —
time and resources. Based on the above, let highlight the
main features of the project «Economic security of the
organizationy:

1. The goal of the project is to achieve a certain level of
economic security of the organization.

2. The need to comply with the financial and time
constraints of the project under the influence of external
and internal threats.
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3. The uniqueness of each project is determined by
its target component (overcoming the crisis, increasing
individual indicators, achieving the optimal level).

4. Purposeful transfer of the system from the existing
state to some desired state [4].

Nowadays the project approach is now actively
developing on the basis of such sciences as management,
marketing, personnel management and others, and is
being introduced in organizations of various industries.
Reasonable use of project management tools is aimed at
creating an integrated methodology for implementing
this approach in the activities of the organization. The
project approach as a purposeful method of forming future
systems is a kind of continuation of the process approach,
but it has a number of significant differences. The basis for
the construction of the project structure is not the concept
of functions or processes, but the project as the main
production, innovative and competing business unit [4].

The main difference between a business process and
a project is its repetition or reproduction over time. The
project involves the creation of a unique product, through
the implementation of complex activities and the provision
of continuous integrating and coordinating influence with
strict restrictions on time, costs and quality of work [4].
Obviously, management needs to clearly understand
the results of the business. The business case for the
need to implement a project management system for an
organization requires its initial comparative assessment
with traditional methods. The results of the comparative
assessment are presented in tab. 3.

The introduction of professional methods of project
management into the organization’s activities increases
production efficiency, and allows achieving target results
with minimal costs. According to some estimates [4],
the effectiveness of the implementation of the project
management system is confirmed by an increase in the
value of the business by up to 20 % due to the improvement
of the quality of planning and the most efficient use of
resources. At the same time, the implementation of the
project approach is associated with certain difficulties and
problems of an organizational and technical nature. The first
problem is the interpretation of the category of «project».

A misunderstanding of the essence of the project
structure can lead to complete organizational and
managerial chaos. To date, depending on the conditions
of operation, industry affiliation, market conditions and
other factors in different organizations, different initiatives
are understood as a project. As an independent field of
knowledge, project management has existed for quite
a long time, but the interpretation of the category «project»
under the influence of trends occurring in the development
of the theory and practice of project management continues
to be clarified.

Table 2 — Disadvantages of traditional approaches to the management of the organization

Approach The basis for building an organizational structure Disadvantages

Situation Adaptation to the environment Inconsistency between departments
Structural Hierarchical basis Bureaucracy, inefficient methods, low motivation
Functional Principle of functional areas Lack of interest in the final product
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Table 3 — Comparison of traditional methods and project management

Parameter

Traditional approaches

Project approach

Management methods

Bureaucratic administrative-command

Modern market relations

Methods of work and expense planning

Obsolete, inefficient use of material
and human resources

Detailed planning, optimization
of all costs and resources,

Motivation for the final result

Reasoned

Timing of work

Delayed deadlines for work

In the shortest possible time

Approach to the organization

and selection of specialists Departmental Competitive basis
Interest in high quality of work Focus on high quality
The ratio of time costs and quality of work Excessive involvement .of employees, Minimum necessary time expenditure
loss of quality for high quality

Work costs

Do not correspond to their real volume

For the amount of work performed

Despite the existing differences in the definition of
the essence of the project, there are common features that
allow us to identify it as an activity aimed at achieving
a specific result in the foreseeable future with fixed
deadlines and budget. It should be remembered that each
project is inherently unique. Therefore, for different types
of projects, depending on the goals and limitations, it is
advisable to develop an individual risk management system
with the appropriate depth and evaluation intervals, as well
as a set of measures. Planning project activities, in contrast
to the current one, is a more complex and responsible
procedure, since the risks inherent in projects due to its
uniqueness are much higher. There are industries for which
the project structure is the only acceptable one. Initially,
project management was the prerogative of engineering
and construction organizations. The development of
the theoretical basis of project management and the
generalization of practical experience made it possible to
apply this approach in each organization that needs specific
systemic changes. The achievement of the set goals and
effective results is ensured by the rational use of all
resources in the process of developing its activities.

Thus, the management of the organization, when
deciding on the transition to project management, should
correlate its business idea with the main features of the
project. The transition to the project «rails» for the sake of
the transition itself will not allow you to get the expected
benefits, but it will not save you from the complexities and
costs of implementing and implementing this approach.
«The second problem is the readiness to switch to the
project system. The International Institute of Project
Management has developed a special methodology for
determining the readiness of an organization to implement
project management [5]. The introduction of project
management in an organization with a linear management
structure is accompanied by a transformation into a matrix
structure. In this case, each employee simultaneously
reports to the heads of the structural unit and the project,
which requires a clear prioritization of tasks, rational
allocation of resources, detailed time planning and
consistency of managers at various levels. «In practice, the
following key stages of the transition to the project system
are distinguished:

1. Creation of a wunified procedure for project
management, described in the relevant regulations.

2. Reorganization of the company.

3. Clear functional separation of employees and
departments within the projects.

4. Coordination of projects.

5. Development and implementation of an information
system as a tool for scheduling and control of project work.

Thus, in order to move to full-fledged project
management, the organization must reach a certain level
of maturity. The third obstacle on the way to the project
system is the cost of setting up project management. The
cost of implementing a project management system is
determined by the size of the organization and the cost of
the project management information subsystem responsible
for project planning, budgeting, database of implemented
projects, etc. There are the following main strategies for
optimizing the cost of implementing project management:

1. Development of internal methods with the
participation of competent employees involved in projects,
and the involvement of specialists from a consulting firm.
This method of transition to project management takes
more time, but is cheaper.

2. The use of start-up consulting in key departments
of the organization in order to move the setting of project
management «from the dead point».

This method is relatively fast, but requires large financial
investments. Obviously, the costs of implementing project
management should not exceed the expected benefits
from its use. The next organizational problem in the
transition to project management is the issue of combining
process and project activities. The introduction of project
management involves reorganization and changes in the
organizational structure.

The responsibility of a manager who applies
a functional or process approach is to solve specific
problems, form business processes and control personnel.
With the implementation of the project approach, the
control of process stages and their boundaries moves from
functional managers to project managers. Thus, in order
to ensure the sustainability and increase the efficiency of
the organization’s activities, it is necessary to define formal
rules for the coexistence of process and project activities.

The next issue is the control of project costs. To solve
it successfully, it will be necessary to review the applied
planning methods and the level of control. It is advisable
to plan the costs of the project in proportion to the cost
of working time for the implementation of the project and
coordinate with the management. Project costs should
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be controlled on the basis of their compliance with the
planned level on the basis of the distribution of personnel
time and salary costs according to the relevant drivers [4].

At the same time, the control of project costs must
comply with the principles of expediency and economy,
otherwise bureaucratic administrative and command
methods of control can lead to irreversible consequences for
the «project teamy, violating the corresponding necessary
level of trust. As a result, for a full-scale transition to project
management, any organization will need not only to invest
certain funds, but also to overcome some problems in its
implementation within a certain time.

Despite the above difficulties and problems in the
transitionto projectmanagement,every yearyoucanobserve
an increasing number of new business projects. However,
with all the advantages that this method of management
can give if it is properly applied, its implementation alone
does not guarantee success. Successful completion of any
project is possible with a comprehensive accounting of two
components of project management:

1. The technical side of project management includes
planning and cost assessment, project management and
control, risk and quality management, as well as the
preparation of project documentation and evaluation
of results.

2. The managerial competence of project management
is determined by the unity of the project team, the level of
communication, the motivation system and the focus on
the result.

It is the ability to form a team charged with obtaining the
necessary «product» as a result of the project, in conditions
of limited material and time resources, to instill in it the
psychology of success, is often a key factor in leveling some
inevitably arising technical inaccuracies due to the uniqueness
of the project. Thus, project management methods can be
applied to the operational activities of the organization,
including ensuring economic security. The application of
the project approach to the category of «economic security
of the organization» is aimed at achieving a certain level
of economic security, that is, a specific transition from one
(current) state to another (target, optimal) by eliminating
the factor of inefficient spending of time on tasks and
reducing the risks that arise when tasks are not completed
on time. «One of the key aspects that ensure the continuous
uninterrupted functioning of all internal processes is its
economic security. The financial and economic activities
of the organization are exposed to a significant number
of hazards, challenges and threats caused by external and
internal factors. The factors affecting the main components
of the organization’s activities are heterogeneous and require
constant monitoring, analysis and control.

Accounting, monitoring and analysis of these factors is
a very laborious process that requires significant time and
certain financial costs, which necessitates the allocation of
a full-fledged system responsible for ensuring the economic
security of the organization.

At the same time, it is impossible to ensure full
monitoring and accounting of these factors in the absence
of an appropriate system for ensuring the economic security
of the organization. The system itself needs appropriate
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theoretical, methodological and legal support. Theoretical
aspects of economic security, such as threats, criteria,
indicators and indicators in practice do not receive real
application due to the lack of specific management decisions
aimed at both «targeted» troubleshooting in the system
(tactical measures) and promising strategic measures [4].
A project is understood as an enterprise that is largely
characterized by the uniqueness of the conditions in their
totality. From these positions, «Economic security-project»
can be defined as an economic system exposed to the
influence of disparate negative internal and external factors,
requiring the adoption of certain management decisions to
achieve a certain level of economic security [5].

Given the complexity and versatility of the concept,
essence and structure of economic security, it is necessary
to take into account a significant number of both economic
and regulatory and legal features of the activities of
a particular organization. In this regard, a project is a set of
documents containing a fundamental or final decision that
gives a complete picture of the object and subsequent data
for the development of documentation. Thus, economic
security as a project is defined as a set of management
decisions of an organizational and economic nature that
regulate the process of the organization’s activities under
the influence of various kinds of threats in the appropriate
regulatory and legal form [4].

Thus, the economic security of the organization is a set
of measures aimed at ensuring the economic interests of
the organization, by increasing the indicators of threats
in conditions of limited financial and time resources [4].
To date, the combination of two approaches — project and
process — seems to be very effective. At the same time,
the introduction and application of this methodology
requires the development of an appropriate corporate
standard for the unification of management procedures and
uniform measures for the application of process or project
approaches, depending on the activities carried out.

When introducing a project management system in an
organization with a linear management structure, there
is often a transition to matrix management, when each
employee simultaneously reports to the managers of
the structural unit and the project, which causes certain
problems due to the lack of clear priorities in solving
the tasks facing the staff [3]. Ensuring a harmonious
combination of process and project activities in the
organization involves the following stages:

1. Development of the structure of operational activities
of the organization. At this stage, the project managers
conduct a formal description of the organizational and
functional structure of business processes, the allocation
of all functions of the organization, the appointment of
performers. Partial restructuring of business processes
allows you to replace redundant and duplicate functions
with missing ones.

2. Creation of mechanisms for the implementation of
processes in the project form: (construction of alternative
options for the implementation of processes; adaptation of
the company’s management system and transition to the
implementation of projects; (formation of regulations for
the interaction of process owners with project managers.
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3. Creation of mechanisms for
implementation.

The processes required for project execution are
grouped and described in the form of procedures [51]. Each
procedure is assigned a manager who controls its effective
implementation and further development, which ensures
equality between projects and processes. A key factor in
the success of project management is the availability of
a well-defined pre-defined plan, minimization of risks and
deviations from the plan, effective change management.
The result of the project can be not only products, but
also the solution of certain internal tasks to improve the
quality of products and the efficiency of labor organization,
optimization of financial flows [4].

In view of the above, economic security can be
considered as the content of the project. Today, project
management is an integral part of the organization’s
management system.

The modern theory of project management has
received a very high-quality scientific justification and
wide practical application. Currently, the main project
management procedures are formed in accordance with the
traditional methodology and methodologies such as IPMA,

unified project
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PMI, PRINCE2. Next, we will adapt the main stages of
work on the project to the PRINCE2 methodology. To
do this, we will compare the main components of the
economic security of the organization and the procedures
of the project approach. The results obtained are presented
in tab. 4 [4].

The final stage will be the formation of a plan reflecting
the key determinants and indicators of the organization’s
economic security system, in order to determine the
available resources, time and opportunities to improve the
level of economic security of the organization.

Conclusions

The proposed methodology makes it possible
to adapt the process of ensuring economic security,
taking into account all its components according to the
traditional methodology (threat identification, assessment,
counteraction, monitoring) to the project approach
(achieving the goal in conditions of limited resources),
which allows using all the advantages of the latter for
organizing this activity. The indicator system allows you
to monitor threats and apply countermeasures based on the
applied organizational structure.

Table 4 — Correlation of the main components of the economic security
of the organization and the procedures of the project approach

No components
of the EB system

Procedures consistent
with the project approach

Contents of the project “Economic security of the
organization”

1 Determining the level

of Economic Security Start a project

Determining the deviation of the actual level
of economic security of the organization from the target

2 Threats of Economic Security

Identification of Economic Security threats

3 Criteria, indicators, indicators
of Economic Security,
threshold values of indicators

Project Planning

Calculation of scenario options for the ratio:
a) high budget, short-term period;
b) average budget, medium term;
c) low budget, long-term period.

4 Measures to counter threats Project management

Preparation of an action plan — Gantt schedule
for three periods (short-term, medium-term, long-term)

Stage Control.
5 Countermeasure mechanism

Stage boundary control.
Production management.

Solving the problem of optimization
of financial and time resources on the basis
of the critical chain method

6 Monitoring Project Completion.

Identify your organization’s Economic Security
threats according to key determinants
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The article provides a systematic study of the concept of business consolidation
in relation to the activities of machine-building enterprises in Ukraine. This
combination of efforts is aimed at the subjects of economic relations both to
strengthen existing competitive advantages and to gain new ones to increase the
competitiveness of integrated business. This mutually beneficial interaction is
beneficial to the enterprises of the machine-building industry in the conditions
of aggravation of the crisis phenomena, new challenges of economy. The
existing methods of solving problems of the industrial branch are generalized
and the efficiency of the new methods and approaches of integration of machine-
building enterprises in Ukraine by consolidation of business is substantiated. In
particular, it is proposed to strengthen the consolidation of investment as a tool
for developing the competitive strategy of domestic machine-building enterprises.
The most acceptable opportunities for business consolidation by Ukrainian
machine-building enterprises and priority areas of development of this industry
have been identified. The possible risks of such a variant of mutual assistance
between machine-building enterprises have also been thoroughly studied, given
the current trends in economic development at the regional and international
levels. In general, the consolidation of business with proper support provides the
participating companies with the economic effects of synergies, which makes
it possible to ensure sustainable business development on the basis of social
responsibility.

MOKJIUBOCTI KOHCOJIIAIIL BI3HECY MAIIAHOBYIIBHUX MIJAIIPUEMCTB

JInnenko A.B., Joopoxsoct JI.C.

3anopizvkuii HayionanbHUll YHigepcumem

Yxpaina, 69600, m. 3anopisicorcs, eyn. Kykoscvrozo, 66

Kurouosi ciioBa:

€KOHOMIYHa e()eKTUBHICTb,
IHHOBAIII1, IHTETpallis, KarmiTaJ,
KOHKYPEHTOCIIPOMOXKHICTB,
KOHCOJILAAIis, MAIIMHOOY/Ty BaHHS,
CTparerivHuil PO3BUTOK

VY crarTi 3mificHEHe CHCTEMHE IOCTIDKCHHS TOHSATTA KOHCOMimarii Oi3Hecy
OO0 MiSUTPHOCTI MAIIMHOOYAIBHUX MiampueMcTB Yikpainun. Take 00’emHaHHS
3yCHJIb CIPSMOBYETHCSI Cy0’ €KTaMH EKOHOMIYHHX BIJIHOCHH SK Ha ITOCHIICHHS
ICHYIOYMX KOHKYPEHTHHX MepeBar, Tak 1 Ha 3100yTTS HOBHUX IUISl IiJABHIICHHS
KOHKYPEHTOCIIPOMOXKHOCTI IHTerpoBaHoro Oi3Hecy. Ll B3aeMoBuUrinHA B3aEMOIIs
BUTI/IHA ITIJIPHEMCTBAM MAITMHOOY/I1BHOT I'ajly3i B yMOBax 3aroCTPeHHs KPU30BUX
SIBUII], HOBUX BHUKJIMKIB CKOHOMIKH. Y3arajgbHCHI iCHYHOYI MCTONU BUPINICHHS
npoOsieM TPOMMCIIOBOI raiy3i W oOrpyHTOBaHa €(EeKTHBHICTH HOBHX METOIB
Ta MiIXOMIB IHTErpalii MiIIPUEMCTB MAIIHHOOYIYyBaHHS B YKpaiHi MUIIXOM
KoHcomizanii Oi3Hecy. 30Kpema, 3alpoNOHOBAHO MOCHJIUTH KOHCOJIJAIIo
KaIliTalliB sSIK IHCTPYMEHTY PO3BUTKY KOHKYPEHTHOI CTparerii BITYH3HIHUX
M ITPUEMCTB MAITHHOOYTyBaHHSA. Bu3HaueHI HAMOLTBIT MPUAHATHI MOXIIUBOCTI
KOHcoNamii Oi3Hecy YKpailHCBKMMH MAIIWHOOYOIBHUMHM IiAIPHEMCTBAMH Ta
MIPIOPHUTETHI HAMIPSIMU PO3BUTKY Ii€l ramy3i. Takox Oymu rpyHTOBHO JOCTiKEHI
MOXIIMBI PH3UKH TAaKOTO BapiaHTy B3a€EMOAOIOMOTH MK MAaIIMHOOYHIBHUMU
MIAMPUEMCTBAMHM 3 OISy Ha Cy4yacHi TEHJCHII PO3BUTKY EKOHOMIKM Ha
perioHabHOMY 1 MIKHApOAHOMY pIBHAX. Y LIOMYy KOHcojinauis Oi3Hecy 3a
HAJIGKHOTO CYyNPOBOAY 3a0e3reuye MiANpHEMCTBAM-YYaCHUKAM CKOHOMIYHI
e(eKTn CUHEeprii, 110 JIa€ MOXKIIMBICTh 3a0€31euyBaTH CTaIui PO3BUTOK Oi3HECY
Ha 3aca/iaX COIIaJbHOI BiAMOBITAIILHOCTI.
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Statement of the problem

The most important problem of any enterprise or
organization that focuses on success and sustainable operation
is their survival and ensuring continuous development. An
effective solution to this problem is to create and implement
competitive advantages that can be largely achieved through
an effective enterprise development strategy, in particular in
the field of mechanical engineering.

In recent years, structural changes have taken place
in the machine-building industry of Ukraine and the
conditions of enterprise activity have changed dramatically.
Significant decline in production in the industry, indicate,
on the one hand, the mismatch or low level of compliance
of enterprises with the needs of society, and on the
other hand, with the problems of effective use of their
potential in accelerated transformations and changes in
the environment. Russia’s aggression has led to significant
changes in exports and imports of engineering products
stimulated the development of new approaches to
management and innovation in production processes.

Mechanical engineering provides 2,4% of the gross
value added of Ukraine, the volume of sold industrial
products is 6,2 % (2020), and the number of employees —
16,7 %. This indicates that labor productivity in mechanical
engineering is more than 2,5 times lower than in the
industry of Ukraine as a whole [6].

Another problem is that today large machine-building
enterprises need to be modernized, which requires significant
investment resources. Without proper modernization, there
will be job and income cuts. Significant investment potential
can be released through capital consolidation.

The engineering industry needs to be transformed, and
in the context of the benefits of business consolidation, of
course with antitrust restrictions, the merger of engineering
companies can significantly enhance their potential.

Analysis of recent studies and publications

Capital consolidation processes, including the activities
of multinational companies, strategic alliances, mergers
and acquisitions, have been studied by many scholars. For
example, researchers at PricewaterhouseCoopers studied
the possible conflict of interest between the participants in
the consolidation and ways to reconcile them to achieve
understanding and business development [1].

The results of Kravets K. research on new
methodological approaches to assessing the effects of
business consolidation are of practical value [3].

Scientists Petrovych Y. substantiated the directions
of adaptation of machine-building enterprises to modern
changes, in particular by consolidating them [5].

The strategic problems of business consolidation have
been thoroughly studied by Yurii E. & Lutsyk I., who
emphasized the need to take into account the factors of
uncertainty in the activities of modern machine-building
enterprises [7].

Objectives of the article

The purpose of this article is to substantiate the
possibilities of consolidating the business of machine-
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building enterprises of Ukraine taking into account potential
risks, implementation of capital consolidation tools in the
competitive strategy of machine-building enterprises.

The main material of the research

Business consolidation is an important tool for
transformation in the business sector of Ukraine. Business
consolidation is the combination of two or more industrial
enterprises, independent companies and functional business
structures. As a result of such a full or partial merger,
overall market potential tends to increase, costs are reduced
and efficiency is achieved through scale, which contributes
to the establishment of new sustainable relationships with
other market participants. The source of growth for business
consolidation is the integration of assets into a single system
with stable and effective relationships.

Mechanicalengineeringisoneofthehigh-techindustries.
It has a key role in ensuring scientific and technological
progress and innovative economic development. Its
products, namely the means of production, various types of
inventory and household durables, creating a technological
component of modernization, determine both the scientific
and technical level of industrial production and the
efficiency of the economy as a whole.

In a market economy, the problem of forming a strategy
for the development and modeling of economic processes of
machine-building enterprises is relevant. Innovative renewal
of the technical and technological base of machine-building
enterprises and a variety of corporate governance models
makes us think about how effective they can be in socio-
economic realities, so the formation of strategy for machine-
building enterprises is appropriate in today’s instability.

Combining several business units into new companies
is the most radical option for the engineering industry.
A consolidated business can get cheaper financing if the
newly created company is stable, profitable and has more
assets that can be used as collateral. In addition, business
consolidation will help concentrate the market economy,
expand the product range, increase geographical coverage
and increase the customer base.

In order for Ukraine to become a competitive state in
the engineering industry, it is necessary to take into account
global trends and actively implement best practices in
their fields. The priority direction of development of the
machine-building industry is its transformation into an
organized, sustainable, profitable part of our country’s
economy. Organized at the level of the district, region,
territory or any other principle, consolidation should
become a «helper» in this process [2].

The destruction of production facilities and transport
infrastructure, the severance of interregional industrial
ties due to the military conflict in eastern Ukraine, the
annexation of Crimea, and the further military expansion
of the Russian Federation have led to declining production
and declining industrial demand. Mechanical engineering
proved to be more vulnerable to the influence of these
factors than the industry as a whole. With the general decline
in industrial production for the period 2019-2021, the
production of mechanical engineering products decreased
by 27,3 %. Also in recent years, the COVID-19 pandemic,
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which has created unforeseen conditions for production, is
of great importance for reducing performance in the field
of mechanical engineering.

Increasingly, the amalgamation of enterprises contributes
to their successful development, thanks to this consolidation
of enterprises increase their market value, increase the
efficiency of their economic activities. However, it should
also be noted that a high level of consolidation of production
does not guarantee high economic efficiency of production
processes, while excessive concentration can lead to loss of
control of the company.

In addition, if the integrated enterprise has a large size,
irrational structure of fixed assets, suboptimal range of
products, the level of consolidation can not be an indicator
of production efficiency. In each specific industry there
are the most optimal sizes of enterprises, objectively
determined by the mechanism of achieving economic
effect of scale. Under such conditions, companies are
looking for effective development strategies aimed not
only at implementing their social functions, but also to
increase the degree of their independence and economic
independence [3].

In a broad sense, the strategy of capital consolidation is
an economic strategy of the enterprise, aimed at achieving
competitive advantage through the consolidation of capital
in its various forms. In the narrow sense, the strategy of
capital consolidation is interpreted based on a specific goal
and the chosen form of consolidation. Such strategies include
vertical and horizontal integration, diversification, mergers
and acquisitions, concentration, and strategic alliances.

The main motives that motivate capital to consolidate are:

— maximizing the company’s profit and strengthening
competitive advantages in the market;

— technical and technological advantages;

— economies of scale;

— higher stability and stability of the enterprise in
times of crisis;

— advantages in the field of circulation;

— cost reduction;

— increasing the competitiveness of the enterprise in
market conditions [5].

Machine-building companies apply a strategy of
capital consolidation not only within the country, but also
between companies from different countries. The machine-
building industry is one of the most knowledge-intensive,
so the high level of capital consolidation allows the
company to develop and implement the latest technologies
in production. However, economically unreasonable
application of the strategy of capital consolidation can lead
to a negative economic effect [1].

The economic strategy of the enterprise is a long-
term action plan aimed at achieving the goals with the
help of certain tools. The company determines the basic
development strategy based on the main components
of the portfolio of enterprise strategies, such as analysis
and assessment of competitive potential of the enterprise,
technologies it owns, macro environment in which it
operates, existing government regulation and competitors,
suppliers and consumers. The basic development strategy
can be growth, stabilization or reduction of the enterprise.
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Based on the chosen basic development strategy, the
company chooses among certain strategic alternatives for
development [7].

Considerable attention needs to be paid to creating
a favorable business climate in cities, supporting small
and medium-sized enterprises, developing an appropriate
ecosystem, establishing effective cooperation between
business and government, and reducing corruption. It is
in this context that business associations, which can unite
small machine-building enterprises, play an important role.

The location of machine-building enterprises in
Ukraine is highly concentrated —almost 60 % of the income
of machine-building in Ukraine is generated in 6 main
regions: Zaporizhzhia region (16,9%), Kyiv (12,3%),
Kharkiv region (11,3 %), Poltava region (6,3 %), Donetsk
region (6,1 %) and Dnipropetrovsk region (6,0 %). This is
clearly shown in the diagram in Figure 1.

The regional structure of mechanical engineering of
Ukraine in 2019-2021 has undergone significant changes.
In particular, due to the Russian aggression, the positions
of Donetsk region (from 14,0% to 6,1%), Luhansk region
(from 5,3% to 1,0%), Crimea (by 1,8%) weakened. There
was also a significant reduction in positions in Poltava and
Dnipropetrovsk regions by 4,5 % and 1,9 %, respectively. On
the other hand, most other regions increased their importance
in the sale of machine-building products, of which the
largest was Kyiv (by 7,3 %), Zaporizhzhia region (by 2,9 %),
Kharkiv region (by 2,2 %) and Kyiv region at 2,2 %) [4].

On the positive side, the level of organization of
business representatives in Ukraine has significantly
increased in recent years: today machine-building
enterprises are united by regional, professional, functional,
organizational and legal characteristics, type of activity
or focus on a particular business segment [6]. This case
is mostly about the large cities and industrialized regions.

Conclusions

Ukrainian engineering lags far behind developed
countries and neighbors in the implementation of such
technologies, and is only in its infancy. The most important
way to ensure the effectiveness of the development of
machine-building enterprises is the formation of adequate
tools for strategic management.

Thestrategy of consolidation of capital inthe engineering
industry, aimed at achieving competitive advantage by
manufacturers, strengthening their competitiveness in the
global market and, ultimately, higher profits. Therefore, in
order to increase the level of competitiveness of machine-
building enterprises, it is necessary to stimulate and
support processes aimed at consolidating capital, which
can be manifested in various forms.

The potential for consolidating the business of
machine-building enterprises is able to help raise the level
of the national economy by achieving balanced interaction
between the subjects of economic relations.

As a result of the merger, enterprises acquire the ability
to produce innovative products that can replace imported
goods and help increase the effective development of the
country, even in the current difficult conditions of the
corona crisis and Russian aggression.
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It is substantiated that the development of the agricultural complex and
investment support is one of the most promising tasks for Ukraine. A study of
the specifics of the work of the State Tax Service was conducted and the mission,
tasks, structure, possible problems, as well as the need to reform the structure
were identified. Attention is also focused on the process of tax management of
agricultural enterprises, the system of existing taxation is revealed, namely for
the status of payers of the 4-th group of farmers, the budget revenues in the form
of a single tax are analyzed. Important aspects of the tax collection procedure are
considered. The article considers the efficiency of agribusiness in recent years.
Statistical data on the dynamics of the share of agro-industrial complex in the
structure of domestic GDP in actual prices, the amount of direct investment in
agriculture and the dynamics of the share of agro-industry in the total dimension
of direct investment are studied. International ratings for the production and
export of agricultural products are analyzed. Statistics on changes in the amount
of financing of the agro-industrial complex within the framework of state support
programs, as well as foreign investors are summarized. Particular attention is paid
to a detailed acquaintance with taxation and modern existing funding programs for
the industry. The differences of last year’s program of support of agriculture from
the program of state support of APK-2021 in the context of growth of the sums
directed on various directions are investigated. The main goal of the “Strategy to
promote private investment in agriculture for the period up to 2023 is highlighted.
Formed positive aspects and shortcomings of agricultural taxation. The ways of
overcoming them in order to improve the management of corporate taxation and
improve the investment climate in our country are identified.
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OOrpyHTOBaHO, IO PO3BUTOK CUIBCHKOIOCIIOAPCHKOIO KOMILIEKCY Ta HOro
IHBECTHIII}{HA MTIATPUMKA € OJTHUM 3 HalIEePCIEeKTUBHIIIKNX 3aBaHb [yl YKpaiHu.
[TpoBeneHo nocmimpkenHst cneuudikun podoru opraniB JAIIC Ta BH3HaYeHO
MiCil0, 3aBaHHS, CTPYKTYpY, MOXJIMBI NpoOJeMH, a TakoK HEOOXiIHICTh
pedopMyBaHHSI CTPYKTYpH. Takok aklEHTOBAHO yBary Ha Ipoleci 3/iHCHEHHs
YIPaBIIiHHS ONOAATKyBAHHSIM CUIBCHKOTOCHONAPCHKUX IiIIPHEMCTB, PO3KPUTO
CHCTEMY ICHYIOUOTO OIOJaTKyBaHHs, TOOTO CTaTyC IUIATHUKIB 4-1 Tpynu arpapiis,
[IPOAHATI30BaHO HAJXOKCHHS [0 OIDKETYy Yy BHIVIAAI €IMHOTO IOJATKY.
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pokiB. JloCHmimKeHO CTAaTHCTHYHI MaHi IIOMO AWHAMIKH YacTKH, Ky 3aiMae
AIIK y crpykrypi BiTumsHsHoro BBII y Qaxtnyamx miHax, CyMH OpSIMHUX
IHBECTHIIN y CUIBCHKE TOCIIONAPCTBO Ta TUHAMIKH YaCTKH arpOIpPOMHUCIOBOCTI
y CYKyIHOMY BuMIpi mNpsMuX iHBecTHIii. [IpoaHamizoBaHo MiKHApOIHI
PEUTHHIH 111010 BUPOOHMIITBA Ta €KCIOPTY CUIHLCHKOTOCIOAAPCHKOI IPOIYKIIii.
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Y3aranpHEHO CTaTHCTHYHI JaHi monao 3MiHu cyM ¢inancyBanus AIIK y pamkax
JIEpKABHHUX TIPOTpaM IATPUMKH, a TaKOoX 1HO3eMHHX iHBecTopiB. OcolOmmBy
yBary MpUAUICHO JIeTAIFHOMY O3HAHOMIICHHIO 3 OIIOJAaTKYBaHHSAM Ta Cy4YaCHHMH
IIOYNMH TIporpaMamu ¢iHaHcyBaHHS Tamy3i. ChopMOBaHO MO3UTHBHI aCHIEKTH
Ta HEeJIOJIKHU OIIOJATKyBaHHS CIIbCHKOIO FOCIIOAAPCTBA. BHOKpeMiIeHO muIsixu ix
HOJIOJIAHHS 331 YIOCKOHAJICHHS YIIPABIIiHHSA OIOJAaTKYBaHHSAM IIANIPUEMCTB Ta
MOKpPAIIeHHsI IHBECTUIIIMHOTO KIIIMaTy B HaIllli KpaiHi.

Statement of the problem

Prospects for Ukraine’s development depend on the
gradual development and holding of leadership positions.
Given the military operations in the East and the signing
of the Association Agreement with the EU, the number
of investment projects from the post-Soviet countries
and Russia has decreased significantly (although new
opportunities have emerged from the West). Accordingly,
farmers are adapting to today’s conditions, adjusting their
work effectively, as evidenced by the positive dynamics of
the agro-industrial complex of Ukraine. However, some
instability in the industry emphasizes the need to improve
the tax system, the implementation of tax management, the
importance of implementing support programs.

Analysis of recent studies and publications

A significant contribution to the study of the
development of the agro-industrial complex of Ukraine
was made by such scientists as Matsybora T., who said
about the importance of agricultural reform through state
funding and constant monitoring of the current state of
agro-industrial complex [1, p. 49]. Journalists-analysts and
economists such as Matveychuk L. [2], Doroshenko A. [3],
Sofienko N. [4; 5] and others are currently engaged in the
analysis of agricultural taxation in Ukraine.

Objectives of the article

The purpose is to study the specifics of the work of
the State Tax Service; features of tax management of
agricultural enterprises; existing taxation systems; state
of domestic agro-industrial complex; analysis of state
and foreign programs to support farmers; identification
of advantages, disadvantages, areas of improvement of
corporate tax management.

The main material of the research

The role of the agricultural complex in the economy of
Ukraine should not be underestimated, because looking at
the experience of our country in overcoming powerful crises
on political and economic grounds, it should be noted that
the resources of the agricultural sector restrain the decline
of the economy. Therefore, the development of agricultural
enterprises and investment support of the industry both
by the state and by foreign partners in times of constant
lockdown is one of the strategic goals for Ukraine.

First of all, the attractiveness for investment in
agribusiness depends entirely on the real state of
development of the sector and the coherence of the state
apparatus, including the State Tax Service. The State Tax
Service of Ukraine (STS) is considered the central executive
body, whose activities are directed and coordinated by the

Cabinet of Ministers of Ukraine through the Minister of
Finance and which implements state tax policy, state policy
on administration of a single contribution to compulsory
state social insurance [6].

The main mission of the State Tax Service is compliance
with a transparent, modern and technological tax service,
which provides quality and convenient services to taxpayers,
effectively administers taxes, fees and charges and shows
intolerance to corruption. Regarding the priority strategic
goals of activity until 2022, they are as follows: creation of
a single legal entity and effective management of activities;
effective administration of taxes, fees, payments; image
building as a European-style service with a high level of
trust; counteracting tax evasion through the introduction of
international standards and the improvement of analytical
tools; formation of a qualified and motivated team [6].

Acting Chairman of the State Tax Service is
Oleynikov E.V., headed by 3 deputies: Ruban N.I,
Titarchuk M.I., Kalenichenko N.G. Considering the structure
of the State Tax Service, it should be understood that currently
the staff consists of 31 territorial subdivisions of the oblast
and regional administrations, as well as 21 departments.

Since the departments have been reorganized, the main
emphasis (in order to increase tax collection) should be
placed on the qualitative growth of the staff of the State
Tax Service. Also, such a large number of specialized
departments leads to a number of such problems:
duplication of the same functions by different bodies of the
State Tax Service; underdeveloped specialization of tax
authorities, as one employee has to perform a significant
number of tax procedures in the field of activity of his
department; maintaining a large percentage of management
and service staff in relation to specialists in territorial tax
inspections with a small number of employees; lack of
clearly organized units responsible for informing taxpayers
about changes in current legislation of Ukraine [6].

Reforming the structure of the tax service provides
that in the future reduction and more coordinated work on
the channels of communication of territorial bodies and
departments of the State Tax Service, will reduce the cost
of maintaining the staff, which will help direct the saved
funds to temporary tax exemptions, such as support of
agricultural enterprises [2; 7].

The procedure of collecting taxes on agro-industrial
business ensures the filling of the state budget. However,
it is important to maintain a balance between tax rates and
the ability of agricultural producers to pay them on the one
hand, and the subsequent ability of the same producers to
borrow funds from government projects for their further
development of their business and industry.

The amount of taxes depends on the chosen system, ie
the general or simplified system of taxation. In the general
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system of taxation of sole proprietors, taxes are calculated
on profits (18 % PIT, 1,5 % military tax, 22 % SSC). Farms-
legal entities pay 18% income tax, land tax (the amount
depends on its amount), taxes on wages of employees.
Self-employed persons and legal entities are registered
as VAT payers (20%). However, farms can also choose
a simplified system and pay a fixed amount of a single tax,
which will depend on the area of their agricultural land,
rather than on profits [3].

Given that the main part of budget revenues comes
from agriculture, it is important to consider the features
of agricultural taxation, which are payers of the single
tax of the 4th group. The object of taxation is the area
of agricultural land (arable land, hayfields, pastures and
perennials) and / or lands of the water fund (inland bodies
of water, lakes, ponds, reservoirs), which is owned by the
agricultural producer or provided to him for use, including
on lease terms [8].

To annually confirm the status of the payer of the 4th
group, farmers submit a declaration no later than February
20 of the current year. In case of non-submission of the
declaration, a fine of UAH 340 is applied. For the same
actions committed repeatedly, a fine of 1020 UAH is
applied. The amount of tax is calculated independently as
of January 1 and submitted to the relevant controlling body
of the State Tax Service at the location of the land plot.
The single tax is levied quarterly at the rates of: I quarter —
10%; I quarter — 10%; III quarter — 50%; IV quarter —
30%. But tax rates depending on the type of land and their
location are differentiated by category and range from
0,19% to 6,33 %. In addition, the payers of the single tax
of the 4th group keep a simplified accounting of income
and expenses [6].

For farmers of the studied group is also possible
exemption from land tax for the period of application of the
simplified system, income tax, personal income tax, VAT
on transactions for the supply of goods, services, works,
the place of supply of which is located in the customs
territory of Ukraine (except VAT, paid to persons who have
chosen the rate of the single tax), property tax in part of the
land tax, rent for special use of water [8].

As the payers of the single tax of the 4th group were
exempted from paying VAT until01.01.2017, atthe beginning
of 2017 after the entry into force of the amendments to the
Tax Code, farmers are deprived of a special regime for VAT.
The loss of the right to a VAT refund from the budget has led
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to the fact that the purchase of fixed assets costs agricultural
organizations 20 % more [9; 10].

If the income is higher than defined for the simplified
system of the 4th group, such taxpayers are obliged to pay
in the current year a tax of 25 % of the annual amount of tax
for each quarter and from the next tax (reporting) quarter
to apply the single tax rate, defined for single tax payers
of the 3rd group, or to refuse application of the simplified
system of the taxation [6].

To understand the real situation in Ukraine on the
receipt of a single tax in the budget, it is advisable to
analyze statistical data on Ukraine. Thus, inflows of funds
according to the Consolidated Budget of Ukraine amounted
t0 32000,4 million UAH for January-September 2021, which
compared to January-September 2020 is a 21,1 % increase, or
an increase of 5574,8 million UAH for the current year. Since
the reports of local authorities are used to summarize the data,
the example of Zaporizhia region shows that revenues for the
period February-August 2021 increased compared to 2020
in each month (Fig. 1). In the last covered period (August)
the growth by 35,6 % for the year was demonstrated [11; 12].

It is worth noting that according to the State Statistics
Service, 22% of all officially and informally employed
people are employed in agriculture and the rural population
is 31% (14 million people) of the total population of
Ukraine [13].

The share of agriculture in Ukraine’s GDP is quite
significant. Thus, in the overall structure, this industry took
about 9,27% in 2020 compared to 2019, when the agro-
industrial complex occupied 8,97%. This demonstrates
the positive results of the development of the agricultural
complex, although compared to 2018 (the share of
agriculture was 10,14 %) there is a slight decrease in the
share by 0,88 %. According to the latest updated statistics,
the rural, forest and fishing industries accounted for about
2.8% of GDP in the first quarter of 2021, when last year
it was 2.81 for the same period. Such changes are caused
mainly by climatic conditions (Fig. 2).

Ukraine occupies a leading position among countries
engaged in foreign trade operations for the export of
agricultural products. Thus, the share of agricultural
exports in the total dimension of Ukraine’s exports
amounted to 45,1 % at the end of 2020 and 35,2 % only for
the period January-July 2021. In total for the investigated
period of the current year products on 12493 million
dollars USA were exported, which showed a 7% increase
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Fig. I — Receipt of the single tax in the budget of Ukraine in the Zaporizhzhia region, thousand UAH

Source: compiled by the authors on the basis [12]
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Fig. 2 — Dynamics of the share of agriculture in the structure of GDP in actual prices, UAH million

Source: compiled by the authors on the basis [13]

over the corresponding period in 2020. However, it should
be noted that the import of foreign agricultural products
amounted to about 19 % growth, which calls into question
the leadership in foreign trade of these types of goods
around the world. The largest partners in the export of
cereals, oils, oilseeds were the following countries: China
(19,4%), India (7,8%), the Netherlands (7,3 %), Egypt
(5,7%), Iceland 4,3 %), Turkey (3,5 %) [14].

According to the results of last year, Ukraine has 1st
place in the international arena in the export of sunflower
oil, 2nd place — barley, 4th place — corn, as well as
leadership in the export of wheat, butter, oilseeds, cakes,
7th place in the export of poultry meat [15].

The analytical agency Index Mundi predicted that
Ukraine will be the world leader in the growth rate of
poultry meat production in 2020, and indeed this figure
increased by almost 9 % that year [14].

Ukrainian villages do not have sufficient own resources
to become more financially secure, and do not yet have
the opportunity to use borrowed funds, as it is difficult to
calculate the profitability of this industry, which depends
on many factors and this indicates the importance of
investment support.

The constant fluctuations in the inflow of direct
investment, which is especially noticeable for the agro-
industry, have become one of the main reasons for the
need for state intervention in the financing of small and
medium-sized businesses. The analysis shows a gradual
increase in investment in agriculture, but at the same

time there is a decrease in 2019 by 126,7 million dollars.
However, the situation is improving at the end of 2019,
which is an indicator of increasing direct investment. It
should be noted that a similar situation is observed in the
dynamics of the share of investment in agriculture in total
direct investment. At the beginning of 2020, the share was
approximately 1,51 % (Fig. 3).

According to the data, the agro-industrial complex of
our country is developing unstable. Therefore, in 2019,
farmers used UAH 4,34 billion. state support. In total,
it was used by 1667 businesses and 230925 individuals,
about 10000 farmers and 2 agricultural cooperatives [15].

The Ministry of Economic Development, Trade and
Agriculture of Ukraine has implemented a program to
support AIC2020, so in accordance with the «Procedure
for using funds provided in the state budget for financial
support of measures in the agro-industrial complex by
reducing loans», approved by the Cabinet of Ministers
of Ukraine from April 29, 2015 Ne 300 (as amended), it
was stipulated that the land reform should implement the
simplification of access of small and medium enterprises
(up to 500 hectares) to bank loans. UAH 4,24 billion was
allocated from the budget for the project, of which UAH
4 billion was allocated to various areas, including funds
for the development of animal husbandry, horticulture,
farming, viticulture, and hop growing [16].

Domestic investment projects are also planned for
2021. In the amount of financial resources compared to
2020, there is a clear increase in most areas (Table 1).

2.00%
1.00% 1.56% 1.37% I.51%
0,50%
0.00% - - - >
2016 2017 2018 2019 as of December 31

Fig. 3 — Dynamics of the share of agriculture in the amount of direct investment in Ukraine

Source: compiled by the authors on the basis [13]
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Table 1 — State support programs of the agro-industrial complex of Ukraine in 2020-2021, UAH million

State support programs of the agro-industrial complex of Ukraine 2020 2021
Partial compensation of the cost of agricultural machinery of domestic production 1482,2 1000
Cheaper loans at the expense of investment funds 1053,5 1200

Support for horticulture, viticulture, hop growing 290 450

Support for farm development 102,8 200

State support of animal husbandry and processing of agricultural products 1039,1 1150

Source: compiled by the authors on the basis [17]

The program «Affordable loans 5-7-9 % is currently
effective. The greatest interest in preferential lending
to crop production and the discoverer was a farmer
A. Vecheruk from Vinnytsia, engaged in the cultivation of
cereals, legumes, oilseeds [15].

According to the latest information provided by the
agro-industrial development departments of regional
state administrations, as of July 1, 2019, 444 investment
projects worth over UAH 40,6 billion have been prepared
and implemented in all regions of Ukraine [14].

According to the Department of Information and Public
Relations of the Secretariat of the CMU, Ukraine raised its
investment rating in Doing Business 2020 (index of ease of
doing business in the world) by 7 positions at once. The budget
for 2021 included the possibility of attracting UAH 1 billion
176 million of foreign investments in the agro-industrial
complex. For Ukraine, the EU in 2020 allocated a package
of support for small and medium-sized businesses, where
25 million euro’s are allocated to small farms [15].

For example, in February 2021, a memorandum was
signed with the world’s largest international investment
fund, the United Arab Emirates’s Mubadala Investment
Company, which has assets of more than 850 billion dollars
on the project to encourage investment in agriculture
and promote the development of trade in agro-industrial
products. The UAE plans to increase the trade turnover of
agro-industrial products with Ukraine 10 times and bring
this figure to 2 billion dollars per year [18].

In September 2021, the Verkhovna Rada ratified the
Protocol between the Governments of Ukraine and the
United Arab Emirates amending the agreement between
the two countries on the avoidance of double taxation and
the prevention of fiscal evasion with respect to taxes on
income and capital, including on agricultural enterprises.
The main provisions provide for an increase in the tax
rate of interest in the country that is the source of income
from 3% to 5%, as well as an increase in the tax rate of
«technical» royalties from 0% to 5% in the country that is
the source of income [6; 11].

New technologies in the agro-industrial sector are of
interest to foreign and domestic investors. One of the best
programs that helped put agriculture on a new level of
development in Ukraine were such projects as «DrT-Techy,
«Smart Apiary i-bee» [15].

Also, the Government has developed a «Strategy to
promote private investment in agriculture until 2023y,
the main purpose of which is to increase exports of agro-
industrial products, food security and environmentally
balanced growth of Ukraine’s agro-industrial complex [19].

As this strategy considers the complex procedure of
receiving state aid funds as well as the imperfection of the
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tax system as issues, for the development of the economy
it is worth paying attention to the implementation of tax
management. It is important to implement reforms in the
management of taxation and tax regulation of the agro-
industrial complex, in order to achieve such a goal as the
stability of tax revenues from farmers to the budget.

It is important to implement reforms in the management
of taxation and tax regulation of the agro-industrial
complex, in order to achieve such a goal as the stability of
tax revenues from farmers to the budget.

However, the effectiveness of agricultural tax
management is hampered by the crisis caused by
the Covid-19 pandemic. Therefore, to overcome the
consequences caused by many events, including the
coronavirus pandemic, the Government has adopted
a number of bills with a package of tax benefits for
businesses. In particular, the changes affected farmers in
the following areas: increasing the income limit for single
tax payers; tenants are temporarily exempt from land
fees and real estate tax; the business is exempt from the
application of certain penalties; introduced a moratorium
on certain types of inspections [6].

The biggest change in the taxation of farmers was
the changes made on March 1, 2021. According to the
Law of Ukraine of December 17, 2020 Ne 1115-IX «On
Amendments to the Tax Code of Ukraine on the value
added tax rate on transactions for the supply of certain types
of agricultural products», transactions on the supply and
import of certain types of agricultural products are subject
to VAT 14 percent (was reduced from 20 %) on transactions
for the supply of customs products in the customs territory
of Ukraine and the import of agricultural products into the
customs territory of Ukraine. Such exemption for imports
of such goods continues. All agricultural products are
exported at the usual export rate — 0% [6].

Thus, taking into account the experience of our state in
agricultural taxation, we can identify the following positive
features of taxation of agricultural enterprises: tax incentives
to attract investment in the economy of the industry;
environmental taxation is closely linked to this area; special
procedure for making tax payments; special procedure of
land taxation as an important resource of production; use of
a single tax for the 4th group; possibility to choose between
a simplified and a general taxation system.

However, the disadvantages of the taxation system
of agricultural enterprises are: imperfection of the
regulatory framework; gradual abolition of tax benefits
for the agro-industrial complex, which helps to strengthen
the competitive position of more powerful businesses
and their absorption of small farms that are unable to
withstand the tax burden; ignoring the specifics of food
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production in agriculture; greater focus on big business,
neglect of small businesses; lack of a clear short-term
strategy for agricultural development in combination
with long-term goals of the State Tax Service; loss of
the possibility of VAT refund from the budget; lack of
modern tools for tax management and tax regulation;
non-introduction of foreign experience in taxation of
agricultural enterprises [9].

Taking into account the conducted research, the
following directions of improvement of agrarian
taxation management and taxation mechanism can be
distinguished: development of the state strategy of tax
policy; clear delineation of state functions and market
self-regulation in agricultural tax policy; construction of
a taxation system based on land fees and a uniform tax
burden, taking into account the profitability of agricultural
production; providing small businesses with objective tax
benefits in combination with support programs APK-2021;
introduction of convenient and affordable services for
taxpayers; support of agriculture by the State Tax Service;
ensuring the stability of the tax collection mechanism,
which will allow producers to adapt to changes and clearly
determine for themselves the optimal tax option (general
or simplified system); revision of the tax base for single
tax payers of the fourth group every year; informing about
changes in legislation and taxation procedures by creating
an official portal, e-mailing to all farmers [10].

Also, improving the taxation system in this area, taking
into account the seasonality of agricultural production, the
introduction of direct and indirect taxation with an emphasis
on the importance of increasing the competitiveness of
agriculture in domestic and foreign markets of Ukraine,
would be a positive step in reforming the tax mechanism.
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So, the coordinated active work of government within
the country, the implementation of state regulation and
management of taxation of agricultural enterprises in an
unstable market environment, the use of support programs
for farmers is a priority step to take a leading position in
agricultural markets, increase investment attractiveness.

Conclusions

So, the system of taxation of agricultural enterprises
is complex and needs to be improved through the
implementation of tax management in a changing market
environment. A study of the specifics of the State Tax
Service, the peculiarities of tax management, the tax
system, the state of the domestic agro-industrial complex
and identified the advantages, disadvantages, areas of
improvement of corporate tax management. It has been
established that small businesses will benefit from a tax
vacation for several months in the form of exemption from
paying the single tax, as well as support in terms of reducing
the SSC for the period of quarantine and lockdown. State
programs to support farmers and support innovative
projects also play an important role in the development of
agricultural enterprises.

Thus, the domestic agricultural sector has great
potential, which draws the attention of both our state and
foreign investors. Research has shown that it is difficult for
the agro-industry to bear the tax burden even in terms of
profitability, and given the specificity of the industry due
to yields and climatic conditions, this can lead to a lack
of finances to cover mandatory tax payments. And only
economic stability is closely linked to perfect taxation,
which can provide confidence in the profitability of
investing in the agro-industrial complex of Ukraine.
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The article is devoted to the research of the main problems of metallurgical industry
of Ukraine. The article substantiates that the metallurgical industry of Ukraine faces
both external factors that affect competitiveness of domestic metallurgical products,
as well as internal factors that hinder effective development of the industry. It was
determined that in 2020 the volume of metallurgical products exports accounted
for one-fifth of total Ukrainian exports of goods and services. The structure and
dynamics of exports of metallurgical products in 2012—-2020 have been analyzed.
It was determined that the metallurgical industry of Ukraine is mainly focused
on the export of crude products — ferrous metals. It was revealed that low level
of domestic metal products consumption has being observed in Ukraine during
recent years. It was investigated that obsolete production assets and inefficient
production technology are used at domestic industrial enterprises. It has been
proved that the main directions of solving of the metallurgical industry problems
are the following: increase of domestic consumption of metallurgical products and
modernization of the fixed production assets of metallurgical enterprises.

MPOBJEMM PO3BUTKY METAJYPITHHOI MPOMUCJIOBOCTI YKPATHH
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KurodoBi cioBa:
MeTajypriifHa rajnysb, eKCIOPT,
KOHKYPEHTOCIIPOMOXHICTb,
OCHOBHI BUPOOHUYI OH M,
MOJIepHizallis

CrarTs TpUCBSYEHA [OCTIPKCHHIO OCHOBHHX TIPOOIEM METallypriifHOi raimy3i
VYkpainu. Y crarri o0rpyHTOBaHO, IO METaNypriiHa raixy3b YKpaiHH CTHKA€ThCS
SIK 3 30BHIIIHIMH ()aKTOPaMH, 110 BILUIMBAIOTh Ha KOHKYPEHTOCIPOMOXKHICTb BITUM3-
HSIHOI METaTypriiiHOT MPOAYKIIl, TaK 1 BHYTPIIIHIMA YMHHHUKaMH, 110 CTPUMYIOThH
eeKkTHBHUI PO3BHUTOK raiysi. Busnaueno, mo y 2020 pori oOcsirn eKcropry mMeTa-
JTypriiHOI MPOAYKLIT CKIIANH IT’ ATy YAaCTHHY 3araJbHOr0 eKCIIOPTY TOBAPIB 1 IOCIYT
Vkpainu. [IpoananizoBaHO CTPYKTYpy Ta THHAMIKY €KCHIOPTY METaIypriiHoi mpo-
nykirii 3a 2012—2020 poku. BeTaHOBIICHO, 1110 METaTypriiiHa raiy3b YKpaiHu OlIbIie
30pi€HTOBaHA Ha €KCIIOPT CUPOBUHHOT MPOAYKIIT — YOPHUX MeTalliB. BusiBiieHo, 1o
OCTaHHI POKH B YKpaiHi Mae Miclie HM3bKHH piBEHb BHYTPIIIHBOIO CHOXKMBAHHS
MeTanonpoayKii. JlociipKkeHo, 10 Ha BITYM3HIHNX TPOMHUCIOBHX MiIIPUEMCTBAX
BUKOPHCTOBYIOTHCS 3aCTapiili BUpOOHIY1 (POHIH Ta Hee(heKTUBHA TEXHOJIOT sl BUPOO-
HULTBA. JI0BeIeHO, 110 OCHOBHIMH HANPSIMKaM{ BHPILMICHHS MIPOOIeM MeTarypriii-
HOT Taiy3i € 30UIbIICHHS] BHYTPIIIHBOTO CHOXMBAHHS METATYPridHOI MpPOIYyKIIT
1 MOJIepHi3allisi OCHOBHUX BUPOOHNYMX (DOHJIIB METaTyPriiHUX MiIIPUEMCTB.

Introduction

The Ukrainian metallurgical industry has known to be

of development problems of the metallurgical industry of
Ukraine is important and urgent task.

one of the largest in terms of production and exports since
Soviet times. The metallurgical industry is strategically
important for the development of domestic economy.
However, despite the fact that the metallurgy is still one
of the most powerful sectors of the Ukrainian economy
and accounts for almost a one-fifth of its merchandise
exports, the volume of metal production is decreasing
from year to year. Therefore, substantiation and solution

Analysis of recent researches

The problems and prospects of metallurgy in Ukraine have
been studied in recent years by many domestic researchers,
including: V. Bolshakov, V. Mazur, S. Kulitsky, O. Klenin,
O. Andriichenko, A. Amosha, A. Pivovarsky and others. At
the same time, there is a lack of research on the current state
peculiarities, problems and prospects for the development of
metallurgical enterprises in Ukraine in modern conditions.
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Objective

To determine problems of development of metallurgical
enterprises of Ukraine and work out recommendations to
increase their competitiveness.

Presentation of the main research material

The first reason for the decline in exports of
metallurgical products is the excessive metal production
in the world and tough competition. Almost every country
has its own metallurgical facilities today.

The situation is aggravated by the crisis of the world
economy, which is accompanied by decrease in the
production of finished metal products and low steel prices.
Ukraine was also affected by the necessity to reduce metal
products prices, while the price on iron ore, which is a raw
material for metallurgical production, remains quite high.

The above mentioned has triggered a process of
protectionist measures in a number of countries trying
to protect their producers and metals market. The United
States, for example, in 2018 introduced customs tariffs on
imports of steel and aluminum and EU imposed import
quotas on metallurgical products [1].

In general, due to the global crisis, companies in all
countries have reduced manufacturing of metallurgical
products, so the decline of production in Ukraine is
a consequence of external trends.

However, another problem of Ukraine is that domestic
consumption of metallurgical products does not keep up
with production volumes. The average surplus was about
80% in recent years [2]. As a result, it is necessary to
sell surplus metal products in the foreign market and the
metallurgical industry is therefore becoming even more
vulnerable to global fluctuations. Despite the fact that most
of the products are exported, the supply of metal products
on the world market exceeds demand and competition
intensifies. This will lead to the «survival» of the world’s
most efficient metallurgical enterprises.

Other goods and
services

. 14%
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communication
services
5%

Transport services
8%

Chemical products
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Mechanical
engineering products
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As for the internal problems of production, the
metallurgical enterprises of Ukraine face the problem of
obsolete equipment and fixed assets. Since the days of
Soviet rule Ukrainian metallurgy has been characterized
by high energy consumption due to use of open-hearth
furnaces and inefficient technology of molten steel
teeming into ingot molds at many enterprises. The use of
open-hearth furnaces is the result of iron ore rich deposits
in Ukraine, which is a raw material for two stage steel
smelting, while modernized electric furnaces require more
expensive and scarce scrap metal as a raw material. In
general, open-hearth furnaces are still used only in Ukraine
and Russia, but in Russia open-hearth steel accounts
for about 3% of production, and in Ukraine it reaches
one-fifth of steel production. This negatively affects the
competitiveness of Ukrainian metal products [3].

The viability of Ukrainian metallurgical enterprises has
also deteriorated significantly since 2014, when the conflict
with Russia began, leading to the loss of the south-eastern
regions, where metallurgical production facilities were
concentrated. And businesses have become uncontrolled
as a result of blockade of supplies from these areas. It is
obvious that enterprises were forced to reduce their staff
simultaneously with the reduction of production volumes.

Some companies are forced to reduce investment
programs, which leads to complete stagnation of the
industry. However, the reduction of specialists to date
affects mainly administrative staff while investment
projects envisaged by technological strategy and related to
impact on the environment are in progress.

In the world market Ukraine is perceived as a country
capable of producing mainly crude products. This position
is due to inability to produce quality goods with high added
value as a result of low competitiveness of Ukrainian
enterprises with their outdated equipment and inefficient
production technology.

Figure 1 shows the types of goods and services that
account for the largest shares in Ukrainian exports in 2020.

Agro-industrial
products
37%

Mineral products
9%

Fig. 1 — The structure of exports of goods and services of Ukraine in 2020

Source: compiled by the authors on the basis of [2]
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Metallurgical products account for 15% of exports of
goods and services in 2020 as depicted in Figure 1 and
ferrous metallurgy is the second largest industry in terms of
exports. Contemporary exports of metallurgical products
account for almost one-fifth of total exports of goods.
However, as already mentioned, the volume of exports of
metal products in recent years has being declining. Figure 2
represents the dynamics of the volume and structure of
exports of domestic metallurgical products.

The Ukrainian metallurgical industry is represented
in foreign markets by ferrous metals. Crude metallurgical
products and raw materials dominate in the structure of
exports, finished ferrous metal products account for a much
smaller share of production than unprocessed ferrous metals.
This again causes the problem of raw material orientation
of Ukraine. In addition, Figure 2 shows that the volume
of ferrous metal products decreased by 5.2 percentage
points during the period 2012-2020, from 14.9% to 9.7%
respectively. The share of ferrous metals in total exports
of metals, in contrast with above digit, increased by
3.8 percentage points during the same period of time. The
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problem, as well as for the agro-industrial sector, is partly
due to obsolete production assets, the depreciation of which
in the metallurgical industry in 2020 amounted to 55.8 %.

The exports decline in 2016 is due to reduction in
metallurgical enterprises manufacturing as a result of
conflict aggravation in the south-eastern Ukraine.

As have been already mentioned, the primary problem
of the metallurgical industry in Ukraine is not the reduction
of exports and not even the dominance of raw and
crude materials in its structure, but the lack of domestic
consumption of metal products. Figure 3 depicts the ratio
of domestic consumption of metal products to steel output
for 2013-2018.

The volume of domestic steel consumption is only
about 20% of production, which means the dependence of
the metallurgical industry on exports. Currently, Ukraine is
a net exporter of metallurgical products. But in recent years,
the share of Ukrainian metallurgical products in the world
production has declined significantly, while China and India
have come to the dominant positions at the same time, which
are quite competitive. This situation requires from Ukrainian
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Fig. 2 — Dynamics of exports and the structure of the metallurgical industry of Ukraine in 2012-2020

Source: compiled by the authors on the basis of [2]
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39



Financial Strategies of Innovative Economic Development. Ne 4 (52), 2021

enterprises either to improve the quality of metal products up
to the world standards, or to reduce imports of metallurgical
products by expanding domestic consumption.

According to the World Steel Association: «The
technological process of steel smelting in Ukraine is
inefficient compared to world figures, and due to the use of
open-hearth furnaces and technology of molten steel teeming
into ingot molds is excessively energy-intensive» [4].
However, as have been mentioned earlier, although open-
hearth furnaces require high energy consumption, they
need cast iron made of iron ore as a raw material, which
Ukraine has in large quantities. Whereas electric furnaces
require more expensive and scarce charge materials — scrap,
although scrap recycling is less energy consuming.

Last but not least is the problem of fixed assets
modernization at metallurgical enterprises. The development
of our own production facilities is the ultimate goal of
modernization and innovation, but this process is long-term
and will take at least a decade. Even complete equipping
of Ukrainian enterprises with new means of production
will not be possible in 7-10 years, if only the own funds
of companies are assumed to be used as is observed today.
Based on the fact that the development and commissioning
of upgraded production facilities takes at least 10 years,
it would be more appropriate to use other opportunities
to borrow technologies. This modernization trend, surely,
is already used by Ukrainian manufacturers and the most
prevalent is import of machinery and equipment [5].

However, borrowing can also take other forms, such as:

1) copying and reproduction of samples of equipment;

2) creation of joint ventures with foreign owners of
technologies;
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3) joining technological alliances;
4) acquisition of production assets under the leasing
scheme.

Conclusions

Thus, in the context of the crisis of the world economy,
lack of domestic consumption of metallurgical products,
high energy intensity of production and low level of metal
products competitiveness compared to world analogues,
Ukraine should take measures to develop its metallurgical
industry. First of all, Ukraine should promote sales of
metallurgical products in the domestic market reducing
the dependence of production on global fluctuations.
Implementation of innovations at metallurgical enterprises
would reduce the energy intensity of products and their
cost. New technological solutions would also facilitate
manufacturing improvement and diversify the product
range, reduce ecological pressure on the environment.
The state, in turn, could improve the relationship between
investors and enterprises, scientific cooperation between
science and manufacturing, as well as determine the
scope and priorities in financing scientific and technical
activities aimed at the development of the metallurgical
industry.

It is essential to modernize production facilities in
order ensure compliance of domestic metal products with
requirements of both foreign and domestic markets, reduce
production energy intensity and, as a consequence, increase
the efficiency of the manufacturing process. The reduction
in exports will lead to less dependence of the metallurgical
industry on global fluctuations as in the case of the export-
oriented agricultural sector.
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In the article it is considered research-and-development modern methodical going
near the management of enterprise a competitiveness. The author of the article is
investigate the modern going near the management of enterprise a competitiveness.
The modern mechanism of management a competitiveness is considered, that
becomes one of major tasks of enterprise, without the decision of that to the
producer it is difficult to survive at the market in the conditions of competition
and to get a desirable result from the activity. Reasonably, that for a successful
management a competitiveness it is needed to study a market, correctly to estimate
the competitiveness, possibilities of competitors and factors that they are determined.
Attention is accented on that the competitiveness of enterprise can be defined as
a potential or realized capacity of economic subject for the effective of long duration
functioning in a relevant environment. It is important to carry out such management
that will provide adjusted of enterprise to the different unforeseen situations in the
future. Certainly, that going into a market with a competitive commodity — it only
initial, initial moment in-process enterprise from market development and fixing
on him, and difficult, systematic work is farther conducted from the management
of enterprise a competitiveness. A competition market environment is analysed in
the article highly, and certainly that it stipulated the necessary forming of going
near the management of enterprise a competitiveness. It is set that a process of
forming of competitiveness is difficult and unites the elements of both internal and
external surroundings, where important are determinations of factors, that influence
on a management a competitiveness. Drawn conclusion, in relation to worked out
control system of events in relation to the exposure of functions, real processes of
management of enterprise a competitiveness and the specified requirements that is
produced to the object of management of project control system in accordance with
the theory of management. Therefore, for that the economy of the state functioned
and provided the competitiveness, it is necessary to build the innovative system
thus, to combine scientific and technical potential of regions with the complex of
economic events, what called to assist rapid commercialization on internal and
external markets. Thus exactly this way and will come forward as motive force for
the achievement of success with activity of enterprises.
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VY crarti po3mISHYTO JOCHI/DKEHHS Ta pO3po0Ka CydyacHUX METOIUYHHX
MiAXOMIB O  YNpaBIiHHS  KOHKYPEHTOCIIPOMOXKHICTIO  IJIIIPHEMCTBA.
ABTOpPOM  CTaTTi  JIOCHIDKYIOTBCS  CydYacHI  MIIXOAW  JIO  YIPaBIiHHS
KOHKYPEHTOCIIPOMOXKHICTIO MiANpPUEMCTBA. PO3IISIHYTO CydacHUH MeXaHi3Mm
YIPaBIIHHS KOHKYPEHTOCIIPOMOXHICTIO, SIKH CTa€ OAHIEI0 3 HAaHBAXIUBIIIMX
3aja4 IMiAPUEMCTBA, 0e3 PIIeHHS sIKOI BUPOOHMKOBI BaXKKO BIW)KHUTH HA PUHKY
B YMOBaX KOHKYPEHIIIi Ta OTPUMATH Oa)KaHW{ Pe3yNbTaT Bill CBOEI MisUIBHOCTI.
OOTpyHTOBaHO, MIO [UIA YCIIIIHOTO YIPaBIIHHA KOHKYPEHTOCIIPOMOKHICTIO
MOTPiOHO BUBYATH PHHOK, IIPABUIIEHO OITIHIOBATH CBOO KOHKYPEHTOCITPOMOKHICTB,
MOXIJIUBOCTI KOHKYPEHTIB 1 YMHHUKHU IO iX BH3HAYAIOTH. AKIIEHTOBAHO yBary
Ha Te, N[0 KOHKYPEHTOCHPOMOXKHICTH MIANPUEMCTBA MOXKHA BHU3HAYUTH SK
MOTEHIIHy a00 peasi3oBaHy 3/aTHICTh EKOHOMIYHOTO Cy0’eKTa 10 e(heKTHBHOTO
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JOBTOTPHBAJIOTO (DYHKIIIOHYBAaHHS Y PEJICBAHTHOMY 30BHIIIHBOMY CEPEIOBHILI.
BaxnuBo 3aiiicHIOBaTH Take yIpaBIliHH, ke 3a0e3MedyBaTHMe IIPUCTOCOBAHICTh
M IITPUEMCTBA JI0 Pi3HUX HeTepen0aYeHnX CUTyalliil y Mait0yTapomy. BusHauero,
1110 BHXiJ] HA PUHOK 13 KOHKYPEHTOCIIPOMOKHUM TOBAapOM — I1€ JIHIIIE I0YaTKOBHH,
BHUXIJHHA MOMEHT y pOOOTI MiJIPUEMCTBA 3 OCBOEHHS PHHKY 1 3aKpiTUICHHS
Ha HBOMY, & JlaJli TIPOBOJMTHCS CKIJIAJHA, CUCTEMaTH4YHa po0OTa 3 YIPaBIiHHSI
KOHKYPEHTOCIIPOMOYKHICTIO MIAMPUEMCTBA. Y CTaTTi MPOAHATI30BaAHO BHCOKO
KOHKYPEHTHE PHHKOBE CEPE/IOBHUIIIE, Ta BU3HAYEHO 1110 BOHO 3yMOBHJIO HEOOXI1/IHE
(hopMyBaHHSI T1IXO/1IB /10 YIPaBIIiHHS KOHKYPEHTOCIIPOMOXKHICTIO T IIPHEMCTBA.
Bcranosneno, mo npouec GOpMyBaHHS KOHKYPEHTOCITPOMOXXHOCTI € CKJIaJHUM
100’ €JJHy€ €JIEMEHTH SIK BHY TPIIIHHOTO, TaK 1 30BHIIITHHOTO OTOYEHHS, /1€ BaYKIINBUM
€ BU3HAUCHHS YMHHUKIB, SIKi BINTMBAIOTh HA Y TPABI HHS KOHKYPEHTOCIIPOMOXKHICTIO.
3po0IieHO BUCHOBOK, CTOCOBHO PO3pPOOJICHOT CHCTEMHU YIPABIiHHS 3aXO0/IB IO/I0
BUSBJICHHS (QYHKIIIN, peabHUX MPOIIECIB YIIPAaBIiHHSI KOHKYPEHTOCIIPOMOKHICTIO
MiIIPUEMCTBA Ta YTOYHEHI BUMOTH, SIKi TIPE/T SBIAIOTHCS 0 00’ €KTa YIPaBIiHHS
MPOEKTHOI CHCTEMH YIIPaBIiHHS BIiAMOBIAHO 10 Teopii ympaBmiHHA. TOX,
JUIs TOTO OO0 eKOHOMiKa aepaBu (yHKIIOHYBalla ¥ 3abesmedyBajia CBOIO
KOHKYPEHTOCIIPOMOXKHICTb, Tpeba MmoOyayBaTd IHHOBAIiHY CHCTEMY TaKUM
YHHOM, 11100 TO€IHYBAaTH HAYKOBO-TCXHIYHUIN TOTCHIIIAT PETIOHIB i3 KOMILUIEKCOM
CKOHOMIYHMX 3aXOfiB, SIKI IMOKJIMKAHI CIHpPHUATH INBUAKINA KoMmepIiiamizamii Ha
BHYTPIIIHIX Ta 30BHIMHIX pruHKax. Omxke came 1ed nusix i Oyae BHCTyHaTH

PYIIIHHOIO CHIIOFO ISl TOCSATHEHHS YCIIXY B AiSTIBHOCTI ITiIIIPHEMCTB.

Statement of the problem

For a successful management a competitiveness it
is needed to study a market, correctly to estimate the
competitiveness, possibilities of competitors and factors
that they are determined, Modern to the mechanism of
management a competitiveness becomes one of major tasks
of enterprise, without the decision of that to the producer
it is difficult to survive at the market in the conditions of
competition and to get a desirable result from the activity.

Analysis of recent studies and publications

A ponderable contribution to theoretical and practical
researches of problems of competitiveness is testified by
developments ofsuch foreignandhomescientists: V. Aleshenko,
G. Azoyeva, 1. Ansoffa, A. Gradova, G. Balabanova,
M. Porter, 1. Ansoff, F. Kotler, A. Tompson, G. Azoyev,
A. Gradov, L. Balabanova, M.G. Bilopolskij, B. Burkinskij,
F. Virsema, A. Voronkova, V. Dikan, N. Drobitko, S. Yerohina,
G. Krivenko, P. Zav'yalova, Yu. Ivanova, Ye. Lapina,
K. Makkonela, O. Tridida, R. Fathutdinova, H. Fashiyeva,
O. Chelenkova, O. Carenko [1-7].

The competitiveness of enterprise can be defined as
a potential or realized capacity of economic subject for
the effective of long duration functioning in a relevant
environment. It is important to carry out such management
that will provide adjusted of enterprise to the different
unforeseen situations in the future. Going into a market with
a competitive commodity — it only initial, initial moment
in-process enterprise from market development and fixing
on him, difficult, systematic work is farther conducted
from the management of enterprise a competitiveness.

Objectives of the article

The aim of this article is determination, research-
and-development modern methodical going near the
management of enterprise a competitiveness.
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The main material of the research

Highly a competition market environment stipulated the
necessary forming of going near the management of enterprise
a competitiveness. A process of forming of competitiveness is
difficult and unites the elements of both internal and external
surroundings, important are determinations of factors, that
influence on a management a competitiveness [1].

One of main factors of increase of level of
competitiveness of enterprise there is also determination
of innovative technologies and modern technique in the
process of activity. It is needed to proceed in an enterprise
materially a technical base taking into account innovations,
because exactly in modern terms exactly an innovative
type of behavior of performer of entrepreneurial activities
is the means of survival and functioning at the market [2].

A management a competitiveness accepts character of
state influence on the economy of country. In the conditions
of market economy the state is not provided with the
function of direct management a competitiveness. The state
does not manage a competitiveness, but influences on her
by means of different events of adjusting — legislative and
miji3akoHHKUX acts, governmental resolutions, economic
and other instruments [3].

The main task of the state consists in that, to create
favourable terms for strengthening of competitiveness of
economy on the whole and her component parts: industries
and separate producers [4].

Influence of the state on a competitiveness comes true
after intra-national and external directions. Both these
directions closely co-operate inter se: external factors are
connected for the decision of internal problems [5].

One of levers of influence there is a public policy
on the competitiveness of enterprise. What is sent to
strengthening of competition positions of national industry
through development of certain measures in relation to an
assistance to development of the most perspective industries
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and industrial companies, creation of joint ventures with
the aim of increase of their competitiveness, stimulation of
export and use of external economic connections as to the
means of increase of efficiency of industrial complex and
his profitability [6].

One of necessary terms of competitiveness of producers
of industrial wares is their being informed about a market,
possibilities and behavior of competitors, innovation
and many other descriptions, that allows to them to have
a complete idea about an environment, his progress trends
in current moment and in a prospect. Only at such condition
a company-producer can be guaranteed against painful
surprises, and consciously to form and carry out the scientific
and technical, productive, sale politics, able to resist to
the competitors. Already in force of it public organs must
give to the companies — producers for support of their
competitiveness considerable informative and consultative
services [7].

Mechanisms of management a competitiveness, as well
as any mechanism of management on the whole, envisages
a presence, from one side, subject, and from other — object
of influence. If at macroeconomic level the subject of
management a competitiveness are public organs, and by
an object is all economic infrastructure of country, then on
a microlevel an enterprise comes forward as a subject of
management, and by an object all his component potential.

Consideration of mechanism of management
a competitiveness has the special practical meaningfulness
on a microlevel, as really a management a competitiveness
comes true at the level of producers. Exactly enterprises
own necessary resources, enterprise initiative, shots.

From ability, depends purposefulness of producers
in what measure they can use the internal potential and
to possibility of environment, that is formed by the state
on the achievement of the put aims and high level of
competitiveness.

As it was already talked higher, it is possible to consider
competitive enterprises those managing subjects that in
the economic activity arrive at the put aims, here giving
competitive goods and services to the consumer.

In turn, the mechanism of management of enterprise
a competitiveness shows a soba totality of facilities and
methods by means of that influence comes true on all
present internal potential of enterprise, on the guided
parameters of environment, taking into account the
tendencies of market situation with the aim of receipt of
desirable level of competitiveness.

For providing of competitiveness it is necessary
complex functioning of all elements of mechanism.
Absence of any link will violate a sequence and will result
in the failure of functioning of management mechanism.

Cooperation of factors of management of enterprise
a competitiveness is presented (fig. 1).
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Fig. 1 — Management of enterprise a competitiveness

A management is built on principles of continuity
and reliability, regularity, dynamism, collective and state
interests in a management, continuous strategic management
and maximal reflection of specific terms of activity of
enterprise in strategy of competitiveness. Success with
competitive activity becomes the function of not so much
production, ckimpku management and depends on quality,
efficiency of management and organization of production.

By development and introduction of mechanism of
management a competitiveness on an enterprise must
occupy the special department. Creation on the enterprise
of another structural subdivision entails considerable
financial expenses, the volume, taking into account terms
there are today producers in that, creation is offered to
on the enterprise of co-ordinating Advice on questions
providing of competitiveness. His composition the leaders
of all subdivisions and departments of enterprise can enter.

A mechanism of management of enterprise
a competitiveness will be most more effective in that case,
when he strengthens motivation of activity of people. Atsuch
mechanism co-ordination of interests of interactive parties
is arrived at by the choice of methods and management
resources in accordance with nature of management
factors on that influence comes true. At inconsistency of
interests impossible realization of effective influence is on
internal and external factors and achievements of the put
aim. A mechanism of management a competitiveness is the
difficult category of management. He shows a soba totality
of events that is sent to the achievement of the put aims.

The method of management of enterprise
a competitiveness is presented from to adhere to the certain
terms (table 1).

Ability of enterprise to compete at the certain
commodity market directly depends on the competitiveness
of commodity and successful combination of facilities of

Table 1 — Politics of management of enterprise a competitiveness

Development of politics of management a competitiveness is on an enterprise

Competitive commodities
that are characterized
technical and economic
parameters

Use of the newest
inventions

Technical level and
degree of improvement
of technologies of
production

Financial firmness of
enterprise (coefficients of
activity of enterprise and

liquidity)

Economic efficiency of
the use of all resources of
enterprise
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activity enterprises that give to him advantage in competitive
activity. Just the same approach will allow to plan the stream
of customers, shorten time on the selection of commodities.

Without regard to that the choice of strategy of
competitive activity depends on the features of activity of
enterprise, it is possible to distinguish the row of general
tasks that stand before domestic enterprises on the modern
stage: decline of prime price, differentiation of commodity,
market, introduction of innovations segmentation, capacity
for the instantaneous reacting on the necessities of market.

As basis approach of the systems, that is one of forms
of methodological knowledge, comes forward in research
of problem of management a competitiveness. Among
important concepts and principles of approach of the systems
distinguish integrity, connection, structure and organization,
even systems and hierarchy of these levels, management, aim
and expediency of behavior of the system, self-organization,
functioning and development of the system.

On an enterprise it is necessary systematic to conduct
diagnostics and monitoring of competition potential, that
provides the receipt of state information and possible ways
of the most effective use of potential in time, and also
determines not only directions but also marketabilities of
competition strategy.

Any control system has a right on existence at presence
of aims of management and clearly certain end-point of
her functioning, so as without the aims of management she
becomes senseless.

Realization of aims of management and receipt of
end-point is possible at presence of in the system of
economic mechanism of management that is examined as
means of their achievement with the minimum charges of
resources. The economic mechanism of management is
created for realization of certain aims and shows a soba
totality of principles, methods, management facilities, and
also aaMiHICTpaTHBHO-IIPABOBUX, €cOnomic instruments,
stimuli and management organs for the achievement of the
put aims and receipt of desirable end-point.

Principle of orientation of production on the market
state of affairs consists in that on enterprises to the
problems of increase of competitiveness of products all
types of productive-marketing activity must be inferior in
area of level of quality, price, packing, advertisement and
others like that. In this connection for the management of
products a competitiveness on an enterprise there must be
the worked out program of providing of necessary level
of competitiveness of products with bringing in of all
productive workshops, departments, services of marketing,
production distribution, the organizationally-economic
mechanism of management of products that provides
functioning of control system by a competitiveness
a competitiveness is created.

The low level of competitiveness of products
determines aims and tasks realization of that will result in
strengthening of control system.

Systematic character of management of products
a competitiveness at all stages of cycle of product, on
all levels of management, after the levels of guidance,
after the functions of management a competitiveness.
Realization of this principle will allow to promote
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scientific validity made decision and balanced them
with financial and material resources. Also this principle
provides close intercommunication of aims and tasks of
management of products a competitiveness with necessary
for their achievement facilities, methods and resources.
The decision of tasks in the system must be provided with
necessary resources.

Orientation on end-point — is one of major principles
of management of products a competitiveness. All actions
in control system by the competitiveness of products,
beginning from determination of aims and tasks, must
be sent to the achievement of end-point. This principle
envisages the receipt of end-point at minimum charges.

Stimulation provides the use of all spectrum of
stimuli moral and material for providing and increase of
competitiveness of products. Stimulation of labour is basic
incentive reason of increase of competitiveness of products
on enterprises.

The management of products a competitiveness
assumes that leaders must examine organization as totality
of interdependent elements, such, as people, structure,
technology, that is oriented to the achievement of different
aims in the conditions of changeable environment, that
binds in organic single unit aims, resources and processes
that flow in organization and after her limits.

Methodology of objects as control system, including
designed control system by the competitiveness of
enterprise, represents the association of separate processes of
management, functions of management and events in relation
to providing of competitiveness of enterprise in the single
system of purposeful and continuously realized administrative
influences in a short-term and long-term prospect.

Methodology of objects as control system, including
designed control system by the competitiveness of
enterprise, represents the association of separate processes of
management, functions of management and events in relation
to providing of competitiveness of enterprise in the single
system of purposeful and continuously realized administrative
influences in a short-term and long-term prospect.

It is impossible to abandon out of eyeshot and role of
the state, that must assist creation and support of terms of
perfect competition. Competition positions of enterprise at
the market depend on that support that an enterprise gets
from the side of national public organs, from an effective
and reasonable public policy.

The modern administrative going near development
of models includes a design in relation to the investigated
object of management:

1. Exposure of complex of rational methods and case
of enterprise a competitiveness frames.

2. Clarification of po3pobmroBanux case of enterprise
a competitiveness frames.

3. Exposure of the basic requirements, that to
development of model of investigated control system.

Design processes allow to investigate management objects
and envisage a construction and study of models in relation
to existent and designed objects of management. A design is
the powerful means of scientific cognition and decision of
practical tasks and widely used in science and in many areas
of productive and administrative activity of enterprise.
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In Ukraine extremely unfavorable terms are for
the increase of competitiveness, but offered approach
management a competitiveness give an opportunity, it is
better to understand how to unite scalene administrative
actions in relation to providing, increase of competitiveness
ofeenterprise in single control system, that has corresponding
goals, criteria and mechanisms of functioning.

Conclusions

Control system of events in relation to the exposure
of functions, real processes of management of enterprise
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a competitiveness and specified requirements that is
produced to the object of management of project control
system in accordance with the theory of management is
worked out.

For that the economy of the state functioned and provided
the competitiveness, it is necessary to build the innovative
system thus, to combine scientific and technical potential of
regions with the complex of economic events, what called
to assist rapid commercialization on internal and external
markets. This way and will come forward as motive force
for the achievement of success with activity of enterprises.
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Currently, many different methods for assessing the effectiveness of corporative
social responsibility (CSR) of enterprises have been developed and applied. It
should be noted that there is no single approach and a unified method for assessing
CSR. However, further attempts are being made to find new methods and approaches
that would assess the company’s social responsibility within the adopted valuation
system, and improve existing ones. The article is devoted to the development of
scientific and practical recommendations for determining the assessment of the
level of social responsibility. An algorithm for calculating the level of corporate
social responsibility of enterprises has been proposed. After analyzing the existing
methods for determining the level of corporate social responsibility, it has been
proved that there are no ideal modern methodological approaches to measuring
the effectiveness of CSR, since the importance of certain areas of CSR is still
the subject of scientific discussion. Some of the methods of assessing CSR are
to match the results obtained with the established standards. Other methods are
based on the addition of the characteristics obtained through the use of standard
assessments, which also describe the effectiveness of CSR through the prism of
its impact on stakeholders, but which are not always measured in quantitative
indicators. The peculiarity of assessing the effectiveness of social responsibility
relations is the low level of manufacturability of management in this area. The
development of an assessment of the effectiveness of social technologies, despite
all their diversity and diversity of social investments, lags far behind the requests
of practice. Assessment of corporate social responsibility should be considered
as a process of evaluation as well as quantitative or qualitative expression of the
state of socially responsible activity of the company. The Harrington’s desirability
function is proposed for building a generalized indicator of corporate social
responsibility of enterprises.

METOJUYHI NIXOAU O OLIHKHU PIBHSI COLIAJABHOI BIIMOBIZAJIBLHOCTI

Ypycona 3.11., Jlensoxin O.B.
3anopizbkuti HAYioHAIbHUL YHI8epcUumem

Yrpaina, 69600, m. 3anopigicorcs, yn. Kykoscvrozo, 66

KuiouoBi cjioBa:

KOPIIOpaTHUBHA COIliajbHA
BIJIIOBIAAJIBHICTE

(KCB),ominka piBas KCB,
METOINKA,METOHOJIOT'IS,
MOJIeJIb,PiBEHb KOPIOPATHBHOT
COIaNbHOT BIAMOBIIaTBHOCTI,
¢yHK1is 6axanocTi XappiHIToHa
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B nmanwuii gac po3po0eHO 1 3aCTOCOBYEThCS O€3J1iY PI3HUX METOUK OIIHKU PiBHS
e(heKTUBHOCTI +KOPIOpaTHBHOI coriayibHol BinnoinansHocTi (KCB) xommnaHii.
B nmanmii yac He icHye €auUHOrO migxomy i emuHOi MeTomuku omiHnku KCB,
MpoTe, 3IHCHIOIOTHCS MOAABIII CITPOOH MOIIYKY HOBUX METOJIB 1 MiXOMIB, SKi
JIO3BOJIHJIH O OI[IHUTH COIiaTbHY BiIIOBIAIEHICTh KOMITaHIi B paMKaX MPUHHATOL
OIIIHOYHOI CHCTEMH, 1 BIOCKOHAIUTH BXKe iCHYI04i. CTaTTIO IPUCBIUEHO pO3po0IIi
HAyKOBO-TIPAKTUYHUX PEKOMEHIAIIN MI0I0 BU3HAUYEHHS OI[IHKH PiBHS COIiaIbHOL
BiJIMIOBiJAJIFHOCTI Ta 3aIIPOITIOHOBAHO aTOPUTM PO3PAaXyHKY PiBHA KOPIOPATHBHOI
comiaibHOI BIAMOBIAANBHOCTI MIANPHEMCTB. B pesynmsrari aHamizy iCHYROUHX
METOMIB BH3HAYCHHS PIBHS KOPIOPATHBHOI COMIadbHOI BiAINOBIJAIILHOCTI,
JIOBEJICHO, 1110 1IeIbHIX CY4aCHHX METOAOJIOTIUHHX MiIXOIB 0 BUMIPIOBAHHS
epexruBHocTi KCB Hemae, ockijbky BaxIUBICTh Okpemux HanpsiMkiB KCB Bce
Ie € MPeIMETOM HaykoBoi muckycii. Jleski 3 metonuk ominku KCB momsrarors
B 3ICTaBJICHHI OTPUMAHUX PE3YJbTaTiB 3 BCTAHOBJICHUMH CTaHAapTaMu. [HImi
METOAMKHU IPYHTYIOThCS Ha JIOIOBHEHHI OTPUMAaHMX 32 JIOTIOMOT'0I0 3aCTOCYBaHHS
CTaHIIAPTHUX OI[IHOK XapaKTECPHUCTHK, SKi TaKOK OIMUCYIOTh PE3yJIbTaTHBHICTH
KCB ugepes nmpusmy ii BIUIHBY Ha CTEHKXOIACPIB, aje sKi MPH IIbOMY HE 3aBXKIH
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BUMIPIOIOTECS B KUTBKICHUX IMOKa3HHKaX. OcoONMBICTIO OMIHKHA e(heKTUBHOCTI
BITHOCHH COIiaJIbHOI BiJIOBIJANFHOCTI € HU3BKHHA PIBEHb TEXHOJIOTiYHOCTI
yopaBimiHHS B gaHiit cdepi. Po3poOka OmiHKM eQEeKTHBHOCTI COIiaTbHUX
TEXHOJIOT1H, He3Ba)KarouM Ha BCi iX PI3HOMAHITTA 1 PI3HOMAHITTS COIiaIbHUX
IHBECTHIII, 3HAYHO BiACTAa€ BiJ 3anmuTiB TpakTUKH. OIIHKY KOPHOPAaTUBHOI
COL[ialIbHOT BIAMOBIJAIBHOCTI MOTPIOHO PO3MIISIATH SIK MPOIIEC OILIHIOBAHHS Ta
KUTbKICHE a00 SIKICHE BUPa)KCHHS CTaHY COIabHO BiAMOBINATBHOT HisUTBHOCTI
KoMIaHii. B cTaTTi 3arnponoHoBaHO BUKOPHUCTOBYBATH 1151 [TOOY/I0BU y3arajibHEHOTO
MOKA3HHUKA KOPIIOPATUBHOI COIIAIbHOI BiIMOBINATBHOCTI HIAMPUEMCTB (DYHKIIIO
Oaxxanocti XappiHITOHA.

Analysis of recent researches and publications

The works of foreign scientists such as: W. Fredenburg,
D. Emerson, K. Clark, B. Ruf, K. Muralidhar, K. Paul and
other authors are devoted to the issues of social efficiency,
social effectiveness, social impact of investments. An
interesting approach to evaluating the effectiveness and
measuring the socially responsible activities of companies
is the methodology has been proposed by Ruf, Muralidhar
and Paul. This approach is based on the distribution
of the significance of CSR indicators and meets the
basic requirements for CSR measurement tools. The
methodology provides a reflection of various parameters
of social responsibility of business, and does not depend on
the characteristics of the company; it’s based on measuring
not perceptions and ideas but the socially oriented activities
results, and reflects the values of the stakeholder groups
chosen for analysis [1, p. 119-133].

The methodology of S. Waddock and S. Graves uses KLD
Index (Kinder, Lydenberg, and Domini), which is one of the
most used indexes. All fixed indicators inside the directions
are assigned equal significance (weight of the indicator), and
weight (significance) of all negative indicators are deducted
from the amount of weights of positive indicators. As a result,
the company’s social responsibility index is calculated. It
could be showed that companies effectively implementing
corporative social responsibility can be ineffective in terms
of other ratings [2, p. 303-319].

Foreign scientists Krychevsky N.A. and Goncha-
rov S.F. [3, p. 130-148] offer a system for assessing
the level of enterprises corporate social responsibility
on the basis of quantitative and qualitative indicators.
Quantitative indicators include social responsibility
indicators to employees, social responsibility indicators
to society (community) and indicators of environmental
responsibility. The authors attributed to the qualitative
indicators: a presence or absence of a valid collective
agreement at the enterprise; a presence or absence of
a separate structure responsible for the implementation
of social responsibility measures; the existing practice of
social reports compiling, etc.

Domestic scientists also pay a lot of attention to
determining the level of corporate social responsibility. For
example, Hrytsina L.A. proposes to apply a normative and
indicative approach to the assessment of corporate social
responsibility [4, p. 9-10].

Berezina O.Y. [5, p. 98—100] proposes a methodology
for determining the rating of social responsibility of
the corporation in the field of labor relations on the

basis of quantitative assessment of CSR, which allows
to compare incomparable partial indicators (by units of
measurement).

The purpose of the article

The purpose of the article is the analysis of methods for
assessing corporate social responsibility and assessment
of corporate social responsibility of enterprises of the
Zaporozhzhia region using the Harrington desirability
function.

Presentation of the main material

As a result of the review and analysis of existing
methods of enterprise corporate social responsibility level
estimation the methods that can be used were revealed:

» method of enterprise corporate social responsibility
level integral estimation;

* rating of corporate social responsibility level of
enterprises, branches, regions and entities;

* matrix modelling of enterprise corporate social
responsibility level estimation.

At the same time, when analyzing the main advantages
and disadvantages of these methods, it was found that the
best method for our research is to use a combined method
of integrated assessment of enterprises corporate social
responsibility level.

The use of this method and the design of enterprises
corporate social responsibility model uses financial
reporting indicators, inputs: staff working hours using
as percentage of working time fund (x/), unemployment
level, % (x2), employment level, % (x3), average
monthly wage per employee, UAH (x4), wage arrears as
percentage of average annual payroll (x5), part of workers
who have not been paid their wages on time as percentage
of average number (x6), number of workers employed in
conditions that do not correspond to hygienic conditions
(as percentage of average staff number) (x7), number of
work-related injuries per 1000 employeers (x8), number of
workers who have learned new occupations (as percentage
of average staff number) (x9), staff turnover (as percentage
of average staff number) (x/0), number of employees
covered by collective agreements, % (x//), level of
fulfilment of collective bargaining obligations, % (x/2),
level of fulfilment of collective wage obligations, % (x13),
level of compliance with labour protection obligations
under collective agreements, % (x14).

Based on these indicators the integral estimation of
enterprise corporate social responsibility level based on
expert peer rewiews has been performed.
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For analysis the activities of enterprises Dniprospetsstal,
ZTMK, ZTZ, Zaporishkoks for the length of 2015-2017
years were reviewed.

Formation of main requirements to corporate
social responsibility model is one of the first stages of
researches. For this model to be usable for further analysis
of corporate social responsibility level, it must correspond
to its attributes.

The main corporate social
estimation model requirements are:

* it should reflect common features of review of
enterprises corporate social responsibility;

* be adequate and produce results close to reality;

* use of the model for management decision-making;

* enable the comparison of several enterprises;

* enable identification of the most responsible objects.

In addition, the model should be implemented in
a preferably accessible software environment and, if input
data are changed, it should generate a correct response
to the task.

However, having a large number of output indicators
makes corporate social responsibility analysis difficult,
cumbersome, less informative and has a negative impact
on weights. To address this problem, it was suggested that
a consecutive matching mechanism be used, with inputs
grouped into four core groupings. A summary indicator
is defined for each group, which contains a number of
calculated outputs. Based on research, corporate social
responsibility indicators groups were allocated:

 indicators of production development
employment efficiency (x/) — indicators x/ — x3;

* indicators of timeliness and pay (x2) — indicators x4 — x6;

* indicators on working conditions and social
protection (x3) — indicators x7 — x10;

* indicators that describe the extent and level of
collective bargaining (x4) — indicators x// — x14,;

After each indicator is determined, taking into account
their weights, the integrative corporate social responsibility
indicator is determined. A description of the model domain
space is presented in the Tab. 1.

responsibility  level

and
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One of the most convenient ways of constructing
a generic corporate social responsibility indicator is the
Harrington desirability function. The general function
is based on the idea of converting the natural values of
the individual indicators into an unambiguous scale of
desirability. The generalized desirability function is the
geometric mean of the individual optimization parameters:

Dzm/ﬁ[di,

where D — generalized desirability function (generalized
corporate social responsibility indicator); m = 4 — sets of
factors number (see. tab. 1); d — partial desirability

d,= exp(-exp(-G)), @)

where G, — group-based integrative indicator of i-th group.

As a result, the description of the model structure

(Fig. 1), in which the weights of inputs are calculated
according to the Fischburn rule has been built:

2(n =N, + 1)
w,=———
n(n+1)

where w, — weight of j-th indicator; N, — range of j-th

indicator (table 1 shows ranked figures); n — total amount
of indicators.

Normalized values of j-th indicators are calculated by

formula:

o

3)

, j=Ln,

X T
where x}“"”‘, x;‘i“ — the maximum and minimum value of all
similar enterprise inputs.

Based on the model structure, an algorithm for
calculating the level of corporate social responsibility of
enterprises has been developed and is shown in the fig. 2.

The model interface is implemented with the program
MS Excel.

The model provides the following results:

* identification of indicators for measuring corporate
social responsibility;

* establishing standard

corporate social responsibility;

indicators for measuring

Table 1 — Forming the feature space of the corporate social responsibility level estimation model

. . Dniprospetsstal ZTMK 7TZ Zaporishkoks
Indicator | Weights 16 17 15 16 17 15 16 17 15 16 17
xI 0,5 86,4 | 882 | 868 | 793 | 80,5 | 81,5 | 86,6 | 853 | 863 | 872 | 855 | 864
x2 0,33 72 | 79 | 85 | 138 | 141 | 146 | 97 | 100 | 107 | 7.1 | 64 | 61
3 0,17 60,9 | 59.1 | 580 | 503 | 50,0 | 494 | 564 | 56,0 | 552 | 593 | 597 | 60,6
x4 0,5 44 | 51 | 69 | 50 | 60 | 78 | 42 | 51 | 69 | 37 | 45 | 63
x5 0,33 30 | 30 | 19 | 79 | 114 | 123 | 30 | 41 | 10 | 72 | 53 | 08
6 0,17 16 | 1,0 | 03 | 123 | 48 | 121 | 1,0 | 21 | 1,0 | 08 | 1,7 | 06
X7 0,4 40,8 | 41,6 | 42,1 | 43,9 | 512 | 47.1 | 350 | 37.6 | 368 | 225 | 23.0 | 24,0
8 0,3 06 | 07 | 04 | 06 | 05 | 07 | 06 | 07 | 05 | 07 | 05 | 06
X9 0,2 30 | 29 | 26 | 36 | 32 | 1,1 | 28 | 23 | 22 | 17 | 16 | 15
x10 0,1 262 | 258 | 286 | 240 | 17.8 | 21,0 | 21,5 | 234 | 251 | 27.6 | 242 | 269
11 0,4 782 | 81,8 | 75,1 | 84,6 | 85,7 | 840 | 850 | 81,5 | 82,7 | 822 | 841 | 844
xI2 0,3 872 | 93,6 | 899 | 950 | 935 | 940 | 81,6 | 858 | 847 | 98,1 | 83,4 | 862
xI3 0,2 88,1 | 980 | 999 | 83,1 | 859 | 847 | 847 | 988 | 964 | 90,7 | 97,1 | 90,9
x4 0,1 894 | 993 | 87,7 | 851 | 869 | 99,1 | 82,6 | 88,0 | 96,9 | 88,3 | 80,0 | 84,1
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OUTPUTS

Generic
orporate social
responsibility

indicator

D

INPUTS:
e staff working hours using as
percentage of working time fund (x/), UNCONTROLLABLE
e unemployment level, (%) (x2), VARIABLES
e employment level, % (x3), .
x;,(j € 1,14)
e average monthly wage per employee, J
UAH (x4), inputs
e wage arrears as percentage of
average annual payroll (x5),
e part of workers who have not been @
paid their wages on time as percentage of MATHEMATICAL
average number (x6), CORRELATIONS OF
e number of workers employed in MODEL
conditions that do not correspond to c
hygienic conditions (as percentage of j‘> [m :>
average staff number) (x7), D= ?ﬂ,'H d,.
e number of work-related injuries per \ =
1000 employeers (x8), d; =exp(-exp(-G,))
e number of workers who have learned
new occupations (as percentage of average ﬁ
staff number B) (x9),
e staff turnover (as percentage of CONTROLLABLE
average staff number) (x70), VARIABLES
e number of employees covered by .
Weights

collective agreements, % (x/1),

e level of fulfilment of collective w;, (j € 1,14)
bargaining obligations, % (x12),

e level of fulfilment of collective wage
obligations, % (x/3),

e level of compliance with labour
protection obligations under collective
agreements, % (x14).

Fig. 1 — Description of the model structure

Input of initial data

v
Calculation of indicators x;,(j € 1,n)
v
| Calculation of normed indicators X, (j € 1,n) |
v
| Calculation of weights w;,(j € 1,n) |

v

Calculation of group-based integrative indicators G,(i € 1,m)
v

| Calculation of partial desirability ~d, = exp(—exp(-G;,)) |
v

| m
Calculation of generalized desirability function ) = mIIH (ff ‘

i=1

End

Fig. 2 — Corporate social responsibility ratio calculation algorithm
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* identification of integrated indicators to measure
corporate social responsibility;

« using Fischburn rule for weight indicators estimation;

» using general desirability function Hurrington for
rating creation.

The obtained model then produced such results:

* a table construction with the input data of a number of
Ukrainian enterprises, which will be used for further analysis;

* a table calculation with modelled indicators for each
research subject;

* calculation of the standard values of the level of
corporate social responsibility;

* calculation of the Fishburn Rule weights was carried
out to proceed to the calculation of the group summaries by
an additive matching;

« integrated indicator calculation using Harrington
desirability function, that allows the numerical quality of
the object to match the verbal value of desirability.

Calculations are shown in the following tables 2—4.

Enterprises with low corporate social responsibility,
must show a negative result at the end of the calculation,
namely — on the Harrington desirable scale, the function

Table 2 — Weighted scores
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interval shall be between 0 and 0,37. A diagram showing
the level of corporate social responsibility of enterprises
was constructed on the basis of research data (Fig. 3).

Analysing the results of calculations and studies on the
basis of the built model for the evaluation of integrated
indicators of corporate social responsibility of Zaporizhzhia
enterprises it can be concluded that under the Harrington
Universal Scale, the enterprises reviewed provide an
adequate level of corporate social responsibility.

Conclusions. After analyzing the existing methods for
determining the level of corporate social responsibility,
one can see that there is no ideal methodological approach
the CSR effectiveness measuring, since the significance
of certain areas of CSR is still the subject of scientific
discussion. The results of statistical analysis of the
application of the Data Envelopment Analysis (DEA)
methodology and methods based on the distribution of the
indicators significance (the method of equal significance,
the method of Ruff, Muralidhar and Paul, the Waddock and
Graves technique using KLD data), show that companies
effectively implement CSR in accordance with DEA can be
ineffective in terms of other ratings.

Indicator Dniprospetsstal ZTMK 7TZ Zaporishkoks
15 16 17 15 16 17 15 16 17 15 16 17
x1 43,2 44,1 43,4 39,65 40,25 40,75 43,3 42,65 43,15 43,6 42,75 43,2
x2 3,6 3,95 4,25 6,9 7,05 7,3 4,85 5 5,35 3,55 3,2 3,05
x3 30,4 29,55 29 25,15 25 24,7 28,2 28 27,6 29,65 29,85 30,3
x4 2,2 2,55 3,45 2,5 3 3,9 2,1 2,55 3,45 1,85 2,25 3,15
x5 1,5 1,5 0,95 3,95 5,7 6,15 1,5 2,05 0,5 3,6 2,65 0,4
X6 0,8 0,5 0,15 6,15 2,4 6,05 0,5 1,05 0,5 0,4 0,85 0,3
x7 20,4 20,8 21,05 21,95 25,6 23,55 17,5 18,8 18,4 11,25 11,5 12
x8 0,3 0,35 0,2 0,3 0,25 0,35 0,3 0,35 0,25 0,35 0,25 0,3
x9 1,5 1,45 1,3 1,8 1,6 0,55 1,4 1,15 1,1 0,85 0,8 0,75
x10 13,1 12,9 14,3 12 8,9 10,5 10,75 11,7 12,55 13,8 12,1 13,4
x11 39,1 40,9 37,55 423 42,85 42 42,5 40,75 41,35 41,1 42,05 42,2
x12 43,6 46,8 44,95 47,5 46,75 47 40,8 42,9 42,35 49,05 41,7 43,1
x13 44,05 49 49,95 41,6 42,95 42,35 42,35 49,4 48,2 45,35 48,55 45,5
x14 44,7 49,65 43,85 42,55 43,45 49,55 41,3 44 48,45 44,15 40 42,1
Table 3 — The results of the sequential matching procedure
Indicator Dniprospetsstal ZTMK YAV Zaporishkoks
15 16 17 15 16 17 15 16 17 15 16 17
K1 77,25 77,6 76,7 71,7 72,3 72,75 76,35 75,65 76,1 76,8 75,8 76,55
K2 4,5 4,55 4,55 12,6 11,1 16,1 4,1 5,65 4,45 5,85 5,75 3,85
K3 35,3 35,5 36,85 | 36,05 | 36,35 | 34,95 | 29,95 32 32,3 26,25 24,65 26,5
K4 171,5 186,4 176,3 173.,9 176 180.,9 167,0 177,1 180,35 179,65 172,3 172,8
Table 4 — Calculation of desirability function
Indicator Dniprospetsstal ZTMK 7TZ Zaporishkoks
15 | 16 | 17 15 | 16 | 17 15 | 16 | 17 15 | 16 | 17
Normalized values
K1 0,63 1,00 0,00 0,00 0,57 1,00 1,00 0,00 0,64 1,00 0,00 0,75
K2 0,00 1,00 1,00 | 030 | 0,00 1,00 | 0,00 1,00 | 023 1,00 | 095 | 0,00
K3 0,00 0,13 1,00 0,79 1,00 0,00 0,00 0,87 1,00 0,86 0,00 1,00
K4 0,00 1,00 0,33 0,00 0,30 1,00 0,00 0,75 1,00 1,00 0,00 0,07
Desirability function
| 041 | o061 | 054 | 045 | 051 | 059 | 043 | 057 | 060 | 068 | 043 | 050
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Fig. 3 — Desirability function of corporate social responsibility
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The article examines the dynamics of innovation performance of industrial
enterprises. The dynamics of volumes of financing of innovative activity of
industrial enterprises of Ukraine were analyzed in this article. Also the analysis of
indicators of financial maintenance of innovative activity of industrial enterprises
of Ukraine and Zaporozhye area was carried out. The analysis of innovative activity
of industrial enterprises by types of the carried out innovations was executed.
Research has shown that despite the recognition of the role of innovation in the
economic development of the state, the current state of economic incentives as
a factor in the innovation of enterprises in Ukraine indicates insufficient conditions
for the realization of innovation potential. It was established that the volume of
costs of Ukrainian enterprises can be divided into internal and external research.
It is noted that the costs of research and development have a gradually increasing
trend, which means that Ukrainian companies spend more money each year on
research, theoretical and experimental work to identify hidden opportunities
for innovative products and technologies, as well as work that related to the
development of design and technological documentation. The necessity of
development of innovative activity of enterprises is substantiated and it is proved
that expenses for innovative processes are a means of development of industrial
enterprises. Obstacles hindering the innovative activity of industrial enterprises
were also identified and measures to eliminate them were proposed.

OBIPYHTYBAHHSA JOUIJIBHOCTI IHHOBAIIIMHOTO PO3BUTKY NIJIIIPUEMCTB

Yepen A.B., Mopo3 H.O.
3anopizbkuti HAyioHaIbHUL YHigepcumem

Yrpaina, 69600, m. 3anopigicorcs, eyn. Kykoscvkozo, 66

Kuarwuogi ciioBa:
IHHOBAIII1, iIHHOBAI[iliHA
AKTUBHICTB, (PaKTOPH,
(inancyBaHHS, Iep>KaBHUH
OIOIKET, TPOMHUCIIOBICTD,
TEHICHIII1, €(DEKTUBHICTB,
MiIPUEMCTBA

Y crarTi Ao CiPKeHO IMHAMIKY TOKa3HUKIBIHHOBaIiHHOTaKTHBHOCTI IPOMHCIIOBHX
nianpueMcTB. [IpoananizoBaHo JuHaMiKy oOcCsriB QiHaHCYyBaHHS IHHOBAIIHHOT
JISUTBHOCTI IIPOMUCIIOBHUX IINPHEMCTB B YKpaiHi, @ TAKOX MPOBEICHO aHaJi3
MOKa3HUKIB (piHaHCOBOTO 3a0e3neUeHHs IHHOBALIIHOT AIsTIBHOCTI TIPOMHCIIOBHX
MiANpHEMCTB YKpaiHu Ta 3anopi3bkoi oOnacti. BukonaHo aHami3 iHHOBamiiHOT
TISUTBHOCTI TIPOMHUCIIOBHX IMIANPHUEMCTB 32 BHIAMH TIPOBEICHHUX IHHOBAIIIH.
JocnimKkeHHs TOKa3ainy, M0 He3Ba)Kaloud Ha BHW3HAHHSA DPOJ IHHOBAIM s
€KOHOMIYHOTO PO3BHUTKY AEpKaBH, CydaCHUH CTaH EKOHOMIYHOTO CTUMY/TFOBAHHS
SIK YMHHMKA IHHOBAIIIHOI MisSUTbHOCTI IMiJIPHEMCTB B YKpaiHi CBITYHTH IPO
HeJI0CTaTHI YMOBH JUIs peaizaiii iHHOBaliiHOTo moTeHiiany. BecranosneHo, 1o
o0cCsir BUTpAT MiANPUEMCTB YKpaiHi MOXKHA MOJITUTH Ha BHYTPIIIHI Ta 30BHIIIHI
HJIP. 3a3HaycHo, 110 BUTPATH HA JOCIIKCHHS Ta PO3POOKU MArOTh MOCTYIIOBO
3pocTarody TEHJCHIL0, 10 O3HAYaE, 110 MiANPUEMCTBA YKpaiHU 3 KOKHIUM POKOM
BUTPA4alOTh OUIBIY CyMy IpoLIeld Ha BHKOHAHHS IOLIYKOBUX, TEOPETHYHUX
Ta CKCIICPUMEHTAIBbHUX pOOIT Uil BUSIBICHHS NPUXOBAHUX MOXKIIMBOCTEH
CTBOPCHHSI IHHOBAaLlIHHUX ITIPOAYKTIB Ta TEXHOJOTIH, a TakoX Ha POOOTH, SKi
MOB’513aHi 3 PO3POOKOI0 KOHCTPYKTOPCHKOI Ta TEXHOJOTIYHOI JOKYMEHTaii.
OOTpyHTOBaHO HEOOXiTHICTH PO3BUTKY IHHOBAIIHOI aKTHBHOCTI IiAIPHEMCTB
Ta JOBEACHO, IO BHUTPATH Ha IHHOBAIIIIHI TMPOIECH € 3aC000M PO3BUTKY
MIPOMUCIIOBUX MIiANPUEMCTB. TakoK BHUSBICHO MEPEUIKOAM, IO CTPUMYIOTh
IHHOBAIliIfHy aKTHBHICTH MPOMHCIOBUX IIIMPUEMCTB 1 3alPONOHOBAHI 3aX0AU
LI0Z0 1X YCYHEHHS.
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Analysis of recent research and publications

A significant contribution to the study of
innovation of enterprises was made by domestic
scientists: Baranovska S.P. [1], Boychuk N.Ya. [2],

Buzhimska K.O. [3], Varnaliy S.S. [4], Haman M.V. [6],
Geets V.I. [5], Datsy O.. [6], Datsy N.V. [6],
Kuzmin O.E. [7], Silantiev S.O. [8], Fedulova L.I. [9] and
others. However, given the further integration of Ukraine
into the European space and the new challenges posed by
modern globalization processes, many aspects of this issue
remain obscure and need to be addressed.

Formulation of the goals of the article

The aim of the article is to study the dynamics of
innovation activity of industrial enterprises of Ukraine in
modern economic conditions in the context of determining
proposals for improving their innovative development.

Presentation of the main material of the study

An important factor in creating conditions for the
rapid growth of the national economy, overcoming the
socio — economic crisis and increasing competitiveness
on the world stage is the active innovation of enterprises.
The experience of developed countries shows that
industrial enterprises that effectively use new knowledge
and achievements are able to increase production and
sales, reduce costs, to increase labor productivity, achieve
technological independence and increase the efficiency
of their activities. According to experts, scientific and
technological progress as a source of economic growth in
the near future will provide up to 90 % of the real increase
in production (today it is 65—70%) [10, p. 89].

The main indicators of innovation activity are the
share of enterprises that have implemented innovations
and the share of sold innovative products in the volume of
industrial.

From fig. 1 shows that the minimum share of enterprises
that implemented innovations took place in 2012 and
amounted to 12.1%, and the maximum — in 2016 and
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amounted to 16.6 %. The share of sold innovative products
in the volume of industrial products is characterized by
the lowest rate in 2017 (0.7%) and the highest — in 2014
(2.5%). Thus, there is a high discrepancy between the
implemented innovations and sold products in the industry.
This suggests that the lack of financial resources forces
companies to reorient from the production of innovative
products to the introduction of technological, resource-
saving processes that can optimize their costs.

Despite the recognition of the role of innovation for
the economic development of the state, the current state of
economic incentives as a factor in the innovative activity of
enterprises in Ukraine indicates insufficient conditions for
the realization of innovation potential. Let us analyze the
dynamics of funding for innovation activities of industrial
enterprises (Table 1).

Analysis of sources of financing of innovative activity
of enterprises of Ukraine for 2005-2020 indicates that
the costs of innovation are covered by the own funds of
enterprises. The share of which in 2020 is up to 85.4%
of total spending on innovation. A negative trend is the
decrease in funding for innovation by foreign investors.

Their share in total expenditures on innovation in
Ukraine decreased from 2.7 % to 0.9 % in 2020.

Funding for innovation from the state budget for the
presented period was carried out only at the level of up to
5%, and in some years were much lower than this level,
which indicates limited opportunities for state support
for innovation. It is unfortunate that with the start of the
war in eastern Ukraine, foreign investors have virtually
stopped investing in the innovative activities of domestic
enterprises. During 2014-2018, the share of foreign
investment in Ukrainian innovation did not exceed 2 %.

According to the State Statistics Service of Ukraine
presented in table 2 we see that in 2018 the largest
number of industrial enterprises introduced new machines,
equipment and software, and the least common type of
innovation is conducting external research and acquisition
of other external knowledge. Expenditures in 2018
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Fig. 1 — Innovative activity of industrial enterprises during 2014-2020
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Table 1 — Dynamics of volumes of financing of innovative activity in Ukraine in 2005-2020

Total amount Including by sources
Years of financing Own funds National budget Foreign investors Other sources
(UAH million) | UAH million | % | UAHmillion | % | UAHmillion | % | UAH million | %
2005 5751,6 5045,4 7,7 28,1 0,5 157,9 2,7 520,2 9,0
2006 6160,0 52114 4,6 114,4 1,9 176,2 2,9 658,0 0,7
2007 10821,0 7969,7 3,7 144,8 1,3 321,8 3,0 2384,7 2,0
2008 11994,2 7264,0 0,6 336,9 2,8 1154 1,0 42779 5,7
2009 7949,9 5169,4 5,0 127,0 1,6 1512,9 9,0 1140,6 4,3
2010 8045,5 47752 9,4 87,0 1,1 2411,4 0,0 771,9 9,6
2011 143339 7585,6 2,9 149,2 0,0 56,9 0,4 65422 5,6
2012 11480,6 7335,9 3,9 2243 2,0 994,8 8,7 2925,6 5,5
2013 9562,6 6973,4 2,9 24,7 0,3 1253,2 3,1 1311,3 3,7
2014 7695,9 6540,3 5,0 344,1 4,5 138,7 1,8 672,8 8,7
2015 13813,7 13427,0 7,2 55,1 0,4 58,6 0,4 273,0 2,0
2016 23229,5 22036,0 4,9 179,0 0,8 23,4 0,1 991,1 4,3
2017 9117,5 7704,1 4,5 2273 2,5 107,8 1,2 1078,3 1,8
2018 12180,1 10742,0 8,2 639,1 5,2 107,0 0,9 692,0 5,7
2019 14220,9 124749 7,7 556,5 3,9 42,5 0,3 1147,0 8,1
2020 14406,7 12297,7 5,4 279,5 1,9 125,3 0,9 1704,2 1,8
Source: calculated according to the Main Department of Statistics in Ukraine [11]
Table 2 — Innovative activity of industrial enterprises by types of innovations for 2012-2018
Indexes 2012 2013 | 2014 2015 2016 2017 2018
Share of the number of innovatively active enterprises
in the total number of industriaflenterprises,r‘[’;) 17.4 16,8 16,1 17.3 18,9 16,2 16,4
Innovation expenditure, million UAH 11480,6 | 9562,6 | 7695,9 | 13813,7 | 23229,5 | 9117,5 | 12180,1
Research and development (R&D) million UAH 1196,3 | 1638,5| 1754,6 | 2039,5 | 2457,8 | 2169,8 | 3208.8
Internal (R&D), million UAH 965,2 | 1312,1 | 1221,5 | 1834,1 | 2063,8 | 1941,3 | 2706,2
External (R&D), million UAH 231,1 | 326,4 | 533,1 | 2054 394 228,5 | 502,6
Acquisition of other external funds, million UAH 47 87 47 84 64 21 46
Purchase of machinery, equipment and software, million UAH | 8051,8 | 5546,3 | 5115,3 | 11141,3 | 19829 | 5898,8 | 8291,3
Other expenses, million UAH 2185,5 22909 | 778.8 548 878,4 | 1027,1 | 633,9

Source: calculated according to the Main Department of Statistics in Ukraine [11]

for the acquisition of external knowledge amounted to
UAH 502.6 million, and expenditures for the purchase
of machinery, equipment and software amounted to
UAH 8,291.3 million.

It should also be noted that research and development
costs are gradually increasing. This means that Ukrainian
companies spend more money every year on research,
theoretical and experimental work to identify hidden
opportunities for innovative products and technologies,
as well as work related to the development of design and
technological documentation. The corresponding cost item
is divided into internal and external R&D.

Figure 2 shows that Ukrainian enterprises prefer
innovative activities in domestic production, rather than
the purchase of ready-made equipment, technologies and
ideas in foreign markets.

The main problems that determine the current state of
innovation in industrial enterprises of Ukraine are [12]:

1) inconsistency of legislation in the field of innovation,
inconsistency of the norms of bylaws with the progressive
norms of current laws, which does not ensure the practical
implementation of the latter;

2) inconsistency of state actions to support the subjects
of innovation;
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3) a significant reduction in innovation activity of
enterprises and the general deterioration of the innovation
culture of society;

4) inefficiency of mechanisms of legal protection of
intellectual property;

5) lack of a proper system for forecasting scientific,
technological and innovative development;

6) dissemination of the practice of ignoring current
norms during the adoption of laws on the state budget for
the current or next years.

While investigating the innovative activity of industrial
enterprises of Zaporozhye region, it is advisable to analyze
their activity in the field of implementation of various
innovations (Table 3).

Thus, the majority of the total expenditure on
technological innovations falls on the purchase of
machinery, equipment and software in 2019, the figure
was — 514444.8 thousand UAH. Instead, the acquisition of
other external knowledge will cost at least in 2019 only
99 thousand UAH (Table 3).

Conclusions

The results of the study show that the main source of
funding for innovation of domestic enterprises are their
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Fig. 2 — The amount of costs of Ukrainian enterprises for internal and external research

Table 3 — Innovative activity of industrial enterprises of Zaporozhye region

Indexes 2011 2012 2013 2014 2015 2017 2019
Share of the number of innovatively active enterprises

in the total number of industriaf/enterprises,r& 27,6 298 28,8 22,9 209 19,1 19,3
Innovation expenditure, thousand UAH 800427,21242990,6 | 298671,5|339943,9|321051,3|1393360,2 | 681707,2
Research and development (R&D), thousand UAH | 77024,6 | 66016,7 |140190,1 | 111248,8 |123797,2 | 252003,3 | 136254,5
Internal (R&D), thousand UAH 55376 | 49274,3 | 211584 | 33771,3 | 61744,9 | 138579,4 | 92861,2
External (R&D), thousand UAH 21648,6 | 16742,4 | 119031,7 | 77477,5 | 62052,3 | 113423,9 | 43393,3

Acquisition of other external funds, thousand UAH | 252330 283,9 393,1 5152 359,2 5314 99

Purchase of mac};}‘l‘;irgénej‘gi‘}‘{em and software, | 4179874 1107914,5 | 129235,9 | 197073,7| 94659 | 915464.4 | 514444,8
Other expenses, thousand UAH 53085,2 | 68775,5 | 28852,4 | 31106,2 |102235,9| 225361,1 | 30908,9

Source: calculated according to the Main Department of Statistics in the Zaporizhia region [13]

own funds. Increasing the share of state participation in
financing the innovative activities of Ukrainian enterprises
remains an important issue. To intensify innovation in
Ukraine, a new comprehensive mechanism is needed
to stimulate the entire innovation process — from basic
research to the implementation of developments in
production. In order to activate production, scientific and
innovative potential it is necessary to:

— improve the tools of legal regulation of innovation,
especially in the field of protection of intellectual
property rights;

— increase the volume of investments in scientific and
innovative activities primarily by the state;

— increase the national security of the country;

— attract foreign investors;

— create of innovation infrastructure at the national
and regional levels, which would ensure the effective use

of scientific and technical potential, increase the level of
innovation and competitiveness of enterprises (business
incubators, technology parks, technology transfer centers);

— develop and strengthen financial and credit
institutions that ensure continuity of financing of innovative
projects (venture companies, innovation funds);

— train highly qualified workers and their involvement
in active industries to create new technologies;

— intensifyinternational scientific and
technical cooperation.

There is no close correlation between the volume of
investment in innovation activities and the results of
innovation activity of industrial enterprises. It is not
necessary to count on the rapid effect of investments
in innovation under the current conditions in Ukraine.
Therefore, the state and legal entities should focus on long-
term progressive results.
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The article examines and systematizes the current legal framework for registration,

regulation of economic activity, settlement operations, accounting and taxation of
enterprises operating through the Internet to determine the vectors of its further

development and improvement. The analysis was conducted on the basis of the

Constitution of Ukraine, the Commercial Code of Ukraine,

the Tax Code of

Ukraine, the Criminal Code of Ukraine, the Civil Code of Ukraine, the Law of
Ukraine “On E-Commerce”, the Law of Ukraine “On Consumer Protection”,
premises, Rules of retail trade in non-food products. The study was conducted
using methods of systematization and generalization. The key problematic aspects
of legal regulation of e-commerce in Ukraine are highlighted. The concepts,
features and problems of conducting e-business are analyzed, which gave an
opportunity to suggest ways to improve the legislative regulation of this area. One
of the main problematic aspects of eligibility in the field of Internet commerce is
the fact that sellers are unregistered legal or physical persons. It has been shown
that the appointed shortfalls make it easier to estimate the amount of tax deducted
from this sphere, as a result, significantly reducing the amount of tax dues and
taxes to the sovereign budget of the country. Therefore, in order to find methods of
de-shadowing and stimulate the development of e-commerce, options have been

proposed to reduce the tax burden on these economic entities.

Korouosi ciioBa:

OIIOAATKyBaHHSI, Cy0’ €KT
TOCIIOJJapIOBAaHHSI, CICKTPOHHI
JOKyMEHTH, [HTepHET-TOpTiBIIs

AHAJII3 TIPOBJIEMHUX ACIHHEKTIB IHTEPHET TOPI'IBJII
B C®EPI OIIOJIATKYBAHHS B YKPATHI

IIpockypina H.M., KoneBa A.B.
3anopizbkuti HayionarbHUll yHieepcumem
Yrpaina, 69600, m. 3anopisxcocs, eyn. Kykoscbkozo, 66

Y crarTi AOCHIDKEHO Ta CHCTEMAaTH30BaHO [i09y HOPMATHBHO-TIPABOBY
€JIEKTPOHHA KOMEPIIisl, 0asy 3 mHUTaHb peecTpalii, peryaroBaHHS TOCHOAAPCHKOI  AisIIBHOCTI,

3IMIMCHEHH] PO3pPaxXyHKOBHX OIepaliid, BeACHHs OyXrajarepchbkoro oOINKy Ta
CHCTEMHU OIOAATKYBaHHS Ha MIANPUEMCTBAX, IO 3IIHCHIOIOTH IISUIBHICTH 3a
JIOTIOMOT'0I0 Mepexi [HTepHeT 3 MeTOl0 BHM3HAYCHHS BEKTOPIB ii MOJabIIOro

PO3BHUTKY Ta YIOCKOHaJIeHHS. AHalli3 MpoBeAeHO Ha ocHoBi KoHcrurymii
VYkpainu, T'ocnomapcbkoro kxoxekcy VYkpainu, IlomarkoBoro komekcy YkpaiHu,
KpuminansHoro xomekcy VYkpainu, LluBimpHOro KOozmekcy VYkpainu, 3akoHy
Vikpaiau «[Ipo emexTpoHHY KoMepiii», 3akoHy Ykpainm «[Ipo 3axmct mpaB
CriokuBadiBy, I1paBui npogaxy ToBapiB Ha 3aMOBJICHHS Ta 11033 TOPTOBEIbHUMHU
a60 odicHMHU TpUMinIeHHAMH, [IpaBui po3apiOHOT TOPTIBII HEMPOJOBOIFINMU
ToBapamu. JlocnimkeHHs BinOyBaiocs 3 BAKOPUCTAHHSAM METOJIB CHCTeMaTH3aIii
Ta Yy3araJbHEeHHsA. BUIIEHO KIIIOYOBI TPOOJEMHI aCHEeKTH TPaBOBOTO
peryioBaHHs cepH eIeKTPOHHOT KoMmepIlil B Ykpaiui. [IpoaHaitizoBaHO MOHSTTS,
0COOJIMBOCTI Ta IPOOJIEMH BEJICHHS CIICKTPOHHOTO Oi3HECY, IO 1aI0 MOXKJIMBICTh
3alpONOHYBATH LUIAXM YIOCKOHAJIEHHS 3aKOHOJABUOTO PETyIIOBaHHSA JaHOL
chepu. OnHUM i3 TOJIOBHMX NPOOJEMHUX AaCMEKTIB ONONATKyBaHHA y cdepi
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IHTepHET-TOPTIiBIII BH3HAYEHO iCHYBAaHHS TPOJABINB SIKi € HE3apeeCTPOBAHUMU
OPUANIHIME a00 Gi3nIHIME 0cobaMu. Bu3HadueHo, 1o yci 3a3HaueHi HeAOMiKH
YCKIJIAIHIOIOTH OI[IHKY 00CATIB OTPHMaHUX JOXOIIB y NaHiil cdepi Ta, IK HaCliI0K,
3HAYHO 3MEHIIYIOTh HAAXOMKCHHS MOJATKIB Ta 300piB A0 JepKaBHOTO OIOMKETY
Kkpainu. Tomy, 3 METOIO TIOITYKY METO/IIB JeTiHi3allii Ta CTUMYITFOBAaHHS PO3BUTKY
cepH eJIeKTPOHHOT KOMEpIIiT 3alPOITOHOBAHO BapiaHTH 3MEHILIEHHS I10J]ATKOBOTO
HaBaHTAXKEHHsI Ha 3a3HA4YeHi Cy0’ €KTH TOCIOAaPChKOI isSTBHOCTI.

Formulation of the problem

The rapid growth in the number of Internet users,
online shoppers, marketplaces, advertising sites and social
media pages has significantly increased the importance and
role of e-commerce as a place of concentration of financial
resources. That is why there is an urgent need to study the
peculiarities of regulating economic activity, accounting
and defining the tax system in enterprises operating
through the Internet.

Analysis of recent research and publications

The vast majority of foreign and domestic scientists
who dedicate their work to accounting and analytical
aspects of e-commerce, the subject of their research choose
problematic issues that arise in the field of e-commerce and
related to the organization and methodology of accounting
in Internet commerce, documentation and reporting, and
also taxation. Thus, N. Boreyko [1] studies the general
characteristics, the place of online stores in the development
of e-commerce in Ukraine and the peculiarities of taxation
in this area; Yu. Palamarenko [2] focuses on the theoretical
and practical aspects of the organization of accounting;
M. Honcharuk [3] dedicates his works to the peculiarities
of legal regulation of e-business, the formation of its
market value. L. Tovkunta, M. Fedorovska [4] consider
the features of regulatory and legal regulation of electronic
document management of transactions from the creation of
an online store to the sale of goods (services) as a form of
e-commerce. L. Chyzhevska and V. Kulyk [5] raise the issue
of forming the accounting policy of e-commerce entities.
Problematic aspects of accounting for trade activities via
the Internet are revealed in the works of A. Kozhelyuk [6],
O. Shaleva [7], V. Pleskach, N. Borodachova [8] and other
scientists and economists.

Highly appreciating the scientific contribution of these
scientists, it should be noted that most of the scientific
achievements are aimed at studying Internet commerce in
general, the general issues of accounting for e-commerce
transactions have been studied in detail. However, the
problematic issues of taxation and internal control of
e-commerce remain unresolved, as this type of business has
a number of specific features. The study and improvement
of the procedure of control of e-commerce operations by
fiscal authorities and methodological recommendations
for their documentation require, as standard tax audit
procedures are mostly used and do not take into account
the specific features of e-business.

The outlined problematic issues require further
theoretical and practical research and priority improvement
of legal regulation of Internet trade in the field of taxation
in Ukraine.
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Formulation of the objectives of the article

The object of the work is to study and critically analyze
the legal framework of e-commerce taxation in modern
business conditions, in order to highlight the features of
Internet commerce taxation and determine the conditions
for reviewing regulations in this area of Ukraine.

Presentation of the main material of the research

Today’s business environment is undergoing
a significant and rapid transformation caused by the
progressive development of e-commerce. The introduction
of quarantine restrictions has significantly reduced the
number of offline stores and, as a result, increased the
proportion of businesses willing to use the Internet to
advertise and sell their services, attract new customers
and be the main means of doing business. The use of web
and Internet technologies allows companies to distribute
advertisements about their products or services at high
speed, to be in touch with contractors and customers
around the clock, to make money transactions instantly.

The rapid development and prevalence of e-commerce
in our country requires constant monitoring and
improvement of the regulatory framework in the field of
business organization, accounting and taxation methods.
Improper adaptation to such rapid transformations in
this area leads to a lack and inaccuracy of accounting
information, financial losses of e-commerce entities and,
as a consequence, to a reduction in tax revenues in the state.

The results of the study of regulatory and legal
regulation of various aspects of Internet commerce in
Ukraine, as well as their purpose, are given in table 1.

In2021, anew version of the Law of Ukraine Ne 675 [13]
was published, which comes into force on 01.08.2022.
This law is currently the only legal act that regulates the
peculiarities of Internet commerce in Ukraine.

E-commerce is a relationship aimed at making
a profit and arising in the course of transactions for the
acquisition, modification or termination of civil rights
and obligations, carried out remotely using information
and telecommunications systems, as a result of which
the parties have rights and obligations. property
languages [13].

It should be noted that the Law of Ukraine Law of
Ukraine Ne 675 [13] is not new for Ukraine, the Law has
been in force since 2015 and has a number of problematic
aspects, among which are:

— the main provisions of electronic contracts are not
outlined, such as: details of both parties to the contract, the
procedure for drawing up and affixing electronic signatures,
the procedure for amending the terms of the contract, the
procedure for electronic document management;
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Table 1 — Regulatory regulation of Internet commerce in Ukraine

Normative document

Appointment

Constitution of Ukraine [9]

Everyone has the right to conduct business in accordance with applicable law.
The country guarantees the protection of competition in such activities.

Economic Code
of Ukraine [10]

Regulates the mechanism of interaction between business entities
and consumers, including e-commerce.

Tax Code of Ukraine [11]

Establishment of requirements and restrictions on taxation of e-commerce enterprises,
rules on the application of the simplified taxation system.

Criminal Code
of Ukraine [12]

Determining the list of goods that are illegal for sale via the Internet,
and criminal liability for this transaction.

Law of Ukraine
“On e-commerce” [13]

... determines the organizational and legal framework for e-commerce in Ukraine, establishes the
procedure for electronic transactions with the use of information and communication systems and
determines the rights and responsibilities of participants in relations in the field of e-commerce.”

Law of Ukraine
“On consumer protection”
[14]

Regulates the relationship between persons selling and end consumers of goods,
works and services of various forms of ownership, determines the rights of consumers
and the mechanism of their protection in accordance with applicable law.

Rules for the sale of goods
to order and outside retail
or office space [15]

Contains basic information on:
— relations between the persons who buy and the persons who are engaged in sale of the goods by the
order and out of trade premises in the presence of the contracts of purchase and sale concluded remotely;
— rules of proper trade service and sale of quality and safe goods.

Rules of retail trade
in non-food products [16]

Outlines the procedure for buying, storing and selling non-food products through the retail network,
and also contains requirements for the implementation of consumer rights to appropriate,
high-quality and safe goods and an acceptable level of service in the retail network.

— incorrect definition of the term «online storey, as it
is interpreted as a means, ie an action to achieve the goal.
More accurate, in our opinion, is the definition of the
online store as a result of intellectual activity in the form of
not a physical but a virtual platform for the sale of goods,
works and services;

— uncertainty of a clear list of objects of civil rights
that are prohibited for sale with the use of information and
communication technologies;

— natural persons-entrepreneurs dropped out of the
regulation of purchase / sale of goods, works and services.
This fact makes it impossible to protect the rights of
consumers in this part of Internet commerce. There is
a discrepancy with the Civil Code of Ukraine, as buying
and selling is regulated regardless of whether it is a legal
entity or an individual;

— uncertainty of key terms of e-commerce: «e-servicey,
«e-shopy», «consumer of e-commercey, «e-service», which
can lead to difficulties in protecting the rights and interests
of consumers, individuals and legal entities;

— lack of a complete list of all available e-commerce
models and methods.

A large number of inconsistencies and inconsistencies
in 2021 led to the wording of the new Law of Ukraine
Ne 675 [13], which comes into force on 01.08.2022.
Among the advantages of the new wording are: legislative
consolidation of basic principles of e-commerce; the
presence of interpretations of basic concepts in this area,
which were not mentioned earlier; determining the legal
status of all participants in e-commerce; extension of the
Law of Ukraine Ne 1023 [14] to persons who purchase
goods and services via the Internet; outlines the rights
and responsibilities of all participants in this type of trade;
a detailed description of the procedures for concluding
an electronic contract and protection of personal data
is given. The main achievements can be considered that
the electronic transaction is equated to paper, sellers

must disclose truthful information about themselves
(information about registration and licenses, names and
locations) and goods, services (works) that sell.

Therefore, in order to successfully operate and
stimulate the activities of e-commerce entities, it is
first necessary to eliminate the previously mentioned
shortcomings of the current legislation, which will clearly
increase the competitive advantage of e-commerce. More
global development in this area can be achieved through
further detailed study of the regulatory framework in
accordance with the requirements of European legislation
and international standards.

In our opinion, one of the most important and difficult
issues is the problem of e-commerce taxation. After all, the
existing tax legislation regulates the accrual and payment
of taxes in the conditions of «ordinary» business and
is not aimed at electronic, which is due to the difficulty
of tracking cash flows. The situation is complicated by
the fact that the sellers on the Internet are not only legal
entities or individuals, but also unregistered entrepreneurs.
That is why it is almost impossible to estimate the amount
of income received through e-business and, as a result,
unregistered entrepreneurs do not pay taxes and fees to
the state budget. This problem is quite significant, as VAT
and sales taxes are one of the most important tools for
generating budget revenues.

It should be noted that sales via the Internet are possible
when entering this type of activity in the Unified State
Register of Legal Entities and / or Individuals. Art. 1 and art.
7 of the Law of UkraineNe 675 [13] this type of economic
activity belongs to the cod of NACE47.91 «Retail trade
carried out by mail order firms or via the Internet».

Despite the fact that the Tax Code of Ukraine
(hereinafter TCU) does not contain special rules governing
online trade, it establishes the legal basis for the application
of a general and simplified system of taxation. Given that it
is from the moment of state registration that an individual
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acquires legal capacity in the field of entrepreneurial
activity, the appropriate status and has the right to conduct
business transactions, he must register with the State
Tax Service and pay taxes. According to the TCU, such
persons can independently choose the tax system. If the
total amount of transactions for the sale of goods (services)
taxed in accordance with Section V of the TCU exceeds
UAH 1 million and supplied via the Internet, such a person
must be a VAT payer. Exceptions are taxpayers of the
I-IT groups (item 181.1) [11].

Examining the legal component of VAT e-commerce
taxation, it should be noted that Section V of the TCU
does not contain any information about electronic goods
and trade in them. This information is specified in the Law
of UkraineNe 675 [13], there is no information about the
taxation of this type of economic activity, as well as no
interpretation of the concept of «goods in electronic formy.
In view of the above, we propose to make a reference in the
TCU to the regulatory law, and the content of section V to
expand the information on the methodology of taxation of
transactions in Internet commerce.

Based on practical experience, it can be noted that
a significant number of small businesses prefer a simplified
system of taxation. This makes it possible to work lawfully
with the reduction of the tax burden, which greatly
simplifies the accounting of taxes and reporting at the
enterprise. But this system has many shortcomings and is
not effective enough for e-commerce, which significantly
increases the development of the shadow economy in
Ukraine.

L. Tovkun and M. Fedorovska [1] in their research
notes that in order to alleviate the negative impact of the
crisis caused by the pandemic, as well as finding ways to
expand the tax base and de-shadow economic activities
in e-commerce should consider the introduction of tax
holidays or soft loans industry, as well as state support
for the financing of the IT industry (in particular, through
government procurement for the development and
provision of digital services). The introduction of tax
holidays for newly created e-commerce entities can also
be an effective means of support, which will stimulate the
creation of new jobs and, consequently, reduce the number
of unemployed in Ukraine and further have a positive
impact on the state budget.

It is also important to note that the procedure for
taxing e-commerce is quite new for Ukraine, so it requires
attention from the state tax service. There is also the
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problem of registering online stores on foreign platforms
with a more loyal tax system and the existence of pages
on the network through which the sale of goods / services
is no longer carried out. As a result, the presence of
these problematic aspects does not allow the supervisory
authority to obtain accurate and reliable information on the
number of businesses and their registration in the field of
e-commerce.

To reduce the influential factors and to establish the
procedure for registration of e-commerce entities, fruitful
cooperation on data exchange between tax institutions, both
at the national and international levels, it is appropriate to
develop and implement a specialized software product:

1) for entities that carry out their activities via the
Internet — documentation of financial activities, which must
be covered on the server of the entity after the registration
procedure with the state fiscal service;

2) for the state tax service — control and constant access
to information on economic activities of e-commerce entities.

This will develop e-commerce, which will increase
the number of online stores and marketplaces in Ukraine,
turnover from operations in this area and sales of goods
via the Internet, increase the number of taxpayers and
tax revenues from e-commerce, as well as innovation of
control and monitoring measures — reducing the amount of
concealment of income from transactions.

Conclusions

One of the important and difficult issues is the issue of
taxation in the field of e-commerce, because the current
legislation regulates the accrual and payment of taxes
in «ordinary» business and is not aimed at e-commerce,
due to the difficulty of tracking cash flows. The results
of the study show that the existence of a large number
of regulations that in any way related to the activities of
enterprises in the field of e-commerce do not cover and
regulate these activities in full. That is why in order to
successfully operate and stimulate the activities of Internet
commerce entities, first of all it is necessary to eliminate
the shortcomings of the current legislation.

Thus, to ensure the exit of e-commerce entities from
the shadows, it is necessary to build and implement an
additional tax system in accordance with the peculiarities
of functioning in this area. The proposed changes can
significantly help the development of e-commerce in
Ukraine and build a solid foundation for its further
development.
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The article examines the economic content of the categories “stocks” and
“production stocks”. The classification of inventories by function, location
and method of use is analyzed. It was found that the unified classification of
inventories for each individual enterprise is not formed due to their industry
characteristics, so this issue should be considered taking into account the
specifics of production on the example of an individual enterprise. The list of
sub-accounts of inventories is detailed. Problems of accounting of production
stocks at the enterprises of Ukraine in the conditions of electronic document
circulation are defined. The list of negative factors of influence on accounting
of production stocks at the enterprise is defined: low level of efficiency of
information maintenance of management of production stocks of the enterprises;
inadequate level of control and operational regulation of stockpiling processes;
limited control over the use of inventories; the difficulty of determining the
fair (market and non-market) value of inventories, which consists in the use
of barter exchange enterprises, moreover, the exchange of dissimilar assets;
limited control over the use of inventories. The mechanism of improvement
of the account of production stocks which can become the main precondition
of successful realization of production process is offered; presented a detailed
structural model, which includes the order of the necessary ways, the introduction
of which into production will optimize the financial and economic activities
of the enterprise, optimize the cost of acquisition, transfer to production and
rational preservation of inventories, which will promote effective development.
The analysis allowed us to conclude that the organization and implementation
of the current activities of the enterprise constant internal control over the use of
inventories will affect the gradual growth of enterprise profits.
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VY crarTi po3mIsHYTO 3MIiCT OCHOBHUX TEPMIHIB: «3aacn, «<BUPOOHUYI 3aracuy.
[IpoananizoBano Kiacu(pikaIiro BAPOOHUYKX 3aIaciB 3a PyHKIISIMHU, 32 MiCLIEM
PO3MIIIICHHS, 32 CII0COOOM BHUKOpHUCTaHHA. I[IposieMOHCTpOBaHMN mepertik
CcyOpaxyHKiB BUpOOHMYHUX 3amaciB. 3’siICOBaHO, IO yHi(iKOBaHOT Kiacudikarrii
BUPOOHMYMX 3araciB Jjsl KOKHOTO OKPEMOTo HiANPHEMCTBA HE cPOPMOBAHO
yepes X rairy3eBi 0COOIMBOCTI, TOMY PO3IVISIIATH 1€ TUTAHHS HEOOXiTHO came i3
ypaxyBaHHSM crienn(iku BUPOOHUIITBA HA MPHUKIIATI OKPEMOTO MiAIPUEMCTBA.
Ha ocHOBI HaykoBOi JiTepaTypu OXapaKTepH30BaHO NPOOJIEMHU BEICHHS
OyxranTepchkoro oOONiKy BHPOOHWUYMX 3amaciB Ha migmpuemcTBax. Cepen
HETaTUBHUX (PAKTOPiB KOTPi BIUIMBAIOTH HA BEACHHS OyXTalTEpCHKOTO OOINIKY
BHUPOOHMYMX 3allaciB Ha MIANPUEMCTBI, €: HU3BKHHA PIBEHb OMEPATHBHOCTI
iHpopmaliiiHoro  3a0e3MeyeHHs]  YNpaBliHHS  BUPOOHMYUMH  3aracamu
HIiANPUEMCTB; HEBIAMOBIIHUI PIBEHb KOHTPOJIIO T ONEPATHBHOTO PEryJIIOBAHHS
MPOIECIB  yTBOPCHHS  3amaciB; OOMEXKCHICTh KOHTPOJII BHKOPHUCTaHHS
BUPOOHMYMX 3allaciB; CKJIAJHICTh BHM3HAYEHHS CIPAaBEAIUBOI (PUHKOBOI Ta
HEpUHKOBOI) BapTOCTI 3amacis, 10 MOJSITa€ Y BUKOPUCTAHHI IiJIPUEMCTBAMHU
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OapTepHOTO 00MIHY, OibIIIE TOTO, OOMIHY Ha HETIOAIOHI aKTUBU; OOMEKEHICTh
KOHTPOJIF0O BUKOPUCTAHHS BHPOOHWYMX 3amaciB. 3allpOIlOHOBAHO MeEXaHi3M
YOOCKOHAJICHHA OOJKy BHPOOHWYHMX 3amaciB, SIKAH MOXKE CTaTH TOJOBHOIO
MEePEeIyMOBOIO YCIIIITHOTO 3MiHCHEHHS BHPOOHHUYOrO MPOIECY; MPEICTABICHO
PO3TOPHYTY CTPYKTYpPHY MOJEeb, SKa BMIIIye B OOl MOPSAOK HEOOXiTHUX
HUISIXIB, YHPOBADKCHHS SIKMX Y BHPOOHHIITBO JO3BOJIUTH ONTHUMI3yBaTH
(hiHAHCOBO-TOCTIONAPCHKY JISUIBHICTH IMIJIPUEMCTB, MIHIMI3yBaTH 3aTpaTH
Ha MpUIOaHHS, CIUCAHHS Yy BUPOOHUITBO Ta palliOHAJIbHE BUKOPHCTAHHS
BUPOOHMYMX 3anaciB. BusiBiieHo, 10 palioHaJIbHE BUKOPHCTAHHS BUPOOHUYNX
3araciB crpusiTuMe e(peKTHBHOMY PO3BUTY HiAnpuemMcTBa. Takok AaHWi aHai3
JIO3BOJINTH 3/1HCHIOBATH SIKICHUHM NMOTOYHUH KOHTPOJb IX BHKOPHCTAHHS, II0
B TOJAJIBIIOMY BIUIMHE Ha IIOCTYIOBHHI PICT NPUOYTKY ITiAIPHEMCTBA.

Formulation of the problem

To ensure efficient and uninterrupted operation of
finished products, enterprises usually use production
stocks that are in its warehouses within the established
norms and standards. In order to maintain the optimal limit
of relevant production stocks in warechouses, the company
carries out operations for their acquisition, taking into
account the planned volume of production and sale of
finished products.

Accounting, in turn, helps to control the balances,
receipts and expenditures of inventories, which in turn
affects the preservation of property of each enterprise.

The implementation of effective measures to stabilize
the economy of Ukraine and the transition to market
relations require fundamentally new approaches to the
management of inventories of the enterprise in terms
of electronic document management. This necessitates
the improvement of the organization and methods
of accounting for production stocks of the enterprise
and compliance with the requirements of market
infrastructure.

The issues of analysis of supply and use of production
stocks at the enterprise are of great practical importance
and production orientation, as full supply of production
stocks and their efficient use is a prerequisite for
further development of the economic process at the
enterprise.

Analysis of recent research and publications

The problem of inventory accounting is considered in
the scientific works of F. Butynets, B. Valuev, S. Golov,
L. Zhilkina, Z. Gutsailyuk, M. Kuzhelny, V. Linnyk,
V. Rudnytsky, N. Tkachenko, A. Makarenko [2],
V. Sopko, P. Smolenyuk, I. Pavlyuk [5] and others.
O. Baldueva and O. Rybalko emphasize the improvement
of inventory accounting on the example of individual
enterprises [9, p. 211].

Among foreign researchers we can single out
E. Altukhov, H. Anderson, S. Barnholtz, S. Volkov,
E. Kozlov and others. But at the same time the issues of
organization and methods of accounting for inventories
in modern conditions remain relevant and need to be
improved, because in the conditions of remote introduction
of business activities and the influence of other important
factors it is necessary to find ways to effectively optimize
this issue.

Formulation of the objectives of the article

The objectives of the article are to analyze the
organizational and methodological aspects of accounting
for production stocks of the enterprise and the formation of
ways to improve them.

Presentation of the main material of the research

By the term stocks of the enterprise we mean resources
that are not currently used and are the property of the
enterprise being in warehouses of enterprises, warehouses
of suppliers and warehouses of consumers, or in other
designated places, held to support activities: production,
sales, resale, and are used to manage the enterprise.

International Accounting Standards explain the category
of inventories in more detail. Thus, based on International
Accounting Standard 2, inventories are assets that:

a) in the form of raw materials and other materials
intended for consumption in the production process or the
process of providing services (raw materials and supplies);

b) are kept for sale in the ordinary course of business
(goods);

c) are in the process of production (services) for
sale (finished products, semi-finished products, work in
progress) [5, p. 14].

According to Yu. Romanyuk, production stocks act
as material resources used for production during one
production cycle, fully transfer their value to the cost of
production, rational management of which is one of the
conditions for efficient management [10, p. 4].

Instead, O. Rybalko revealed this term more precisely.
The author emphasizes that production stocks are objects
of labor that are in the company in the form of stocks of
basic and auxiliary materials, as well as fuel, spare parts,
returnable waste, containers and other materials that are
intended for use in the production process and for any
other needs of the enterprise under the condition of their
full consumption in one operating cycle [9, p. 210].

Inventory accounting is organized by name (types) of
raw materials, and within each type — by sections, types,
groups, varieties and individual names, ie by individual
nomenclature numbers, units of quantity and quality and
historical cost.

Consider in more detail the classification of inventories
in Fig. 1

For the organization of synthetic accounting of the
availability and movement of inventories at the enterprises
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_[

Inventories ]

— By functions

— current (cyclic);
— reserve (insurance, buffer) stocks;
— autonomous stocks.

— By location

— warehouse stocks — stocks placed in
warehouses;

— transitional (technological, transit) stocks:
move from one part of the logistics system
to another.

By method of use

— main: raw materials and materials,
purchased semi-finished products;

— auxiliary: spare parts, fuel, packaging,
waste (scrap).

Fig. 1 — Classification of inventories

of Ukraine is used account 20 «Inventories» on the sub-
accounts shown in table 1.

Table 1 — Subaccounts of inventories

20 “Inventories”
Ne Subaccounts The name of the sub-account
201 Raw materials
Purchase semi-finished products
202 and components
203 Fuel
204 Containers and packaging materials
205 Building materials
206 Materials transferred for processing
207 Spare parts
208 Materials
209 Other materials

In the debit accounting of each of the above. 1 sub-
account reflects the receipt of inventories at the enterprise
and as a result of revaluation — an increase in the value
of inventories. In the accounting for the loan of each of
those listed in table. 1 sub-accounts reflect the use of
inventories, including the production of finished products,
sales to contractors on the basis of concluded contracts,
reducing the value of inventories due to fair discounts by
the decision of the relevant commissions of the enterprise.

It should be noted that most of the production stocks
at the enterprises are purchased from suppliers (both
domestic and foreign) on the basis of agreements, contracts
and related agreements. Equally important is the fact that
after shipment, the supplier issues an invoice (bill) or other
settlement and payment documents for tangible assets. In
such documents, it is usually necessary to indicate: the
name of production stocks, their nomenclature number,
unit of measurement, quantity, variety, price of stocks, the
total amount to be paid, indicating the amount of VAT.

The classification of inventories is of paramount
importance for the formation of accounting policies for
inventories. However, a unified classification of inventories
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for each individual enterprise can not be recommended
due to their sectoral characteristics, so this issue should be
considered taking into account the specifics of production
of these enterprises.

According to I. Pavlyuk, among the main problems
faced by enterprises when accounting for inventories are the
difficulty of determining the fair value of inventories, which
may be market or non-market, due to the fact that companies
use barter or exchange for dissimilar assets [6, p. 40].

A. Makarenko has a slightly different opinion, who
believes that the process of accounting for production
stocks slows down the low level of efficiency of information
support for the management of production stocks of
the enterprise [2, p. 27]. In our opinion, the problems
of organizational and methodological nature include
the inadequate level of internal control and operational
regulation of inventory processes and limited control over
the use of inventories at the enterprise. Therefore, for the
successful implementation of the production process at the
enterprise it is necessary to improve the documentation of
operational and analytical accounting of inventories.

We believe that among the effective ways to improve
the introduction of inventory accounting is by simplifying
the registration of operations related to the movement
of inventories, which in turn will allow effective control
over the careful and timely inventory and improvement
of inventory accounting methodology and determine the
optimal needs in the amount and rational use of inventories.

An effective solution to the problem of preserving
inventories can be the construction of each enterprise’s
own storage facilities and equipping them with the latest
measuring instruments, measuring containers, lifting
mechanisms.

One of the main organizational aspects of the
preservation and availability of inventories is a timely
inventory, inspections of the release of inventories into
production.

The practical experience of the authors made it possible
to state that the improvement of inventory accounting is
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possible only by improving the process of documenting
and using cumulative documents, ie information, limit-
collected cards, inventory cards as a cost document for
released materials, taking into account the development of
IT technologies.

In the conditions of computerization and digitalization
of accounting, it is expedient to form a single form of
document, which is intended for the release of inventories
in the system of electronic document management. In
this document, we propose to indicate the objects of both
primary and secondary production under the appropriate
codes, which may indicate for what purposes a particular
resource is needed, in turn spare parts and basic products,
one-time orders, repair and maintenance needs will be
formed not in a large number of different documents
but in one.

There is an urgent need to develop detailed instructions
for specific executors, these can be job descriptions,
extracts from document schedules, which, in our opinion,
will avoid errors and violations in the collection and
registration of operational facts about inventories. At the
same time, both the system of incentives and the system
of penalties (for example, fines, deprivation, etc.) for the
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performance (non-performance) of their duties by specific
performers should be developed in each company.

As a result of our proposed mechanisms to improve the
accounting of inventories at the enterprise will determine
the optimal need for inventories and their rational use.

Conclusions and prospects
of further research in this direction

Thus, having considered the problems of accounting
for inventories at the enterprise, we have identified
ways to improve the accounting of inventories at the
enterprise, namely: the use of unified forms of primary and
consolidated documentation; introduction in the system of
accounting policy of the enterprise of detailed schedules
of document circulation of production stocks; control over
informing the executors of their functional responsibilities
when creating and verifying the primary document.

In our opinion, it will be effective to issue administrative
documents to persons who are responsible for conducting
business operations and have the right to sign primary
documents. Equally effective will be the organized control
by accounting staff and the accuracy and timeliness of the
primary documentation of inventories.
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This article is devoted to exploring aspects of the formation and development of
the agro-industrial complex in Ukraine, its changes in the conditions of global
globalization, methods and ideas for the development of this sector and increasing
the level of profitability by expanding the market of Ukrainian agricultural products
worldwide. The main stages of development of Ukrainian export of agricultural
products from independence to the present are formulated, its main indicators of
periods (and exceptional situations) are described. The key problems of the further
development of Ukrainian exports were identified, among them: the discrepancy
between the quality of Ukrainian agricultural products produced for foreign
consumers and the European and world standards. The content of recent important
strategic events and conferences, which have substantiated the aspects and prospects
of development of Ukrainian exports in the international market, as well as the further
role of Ukraine in the world arena in the context of the future increase in global
demand for cheap food products, which will be caused by a sharp increase in the
number and more at the expense of the eastern countries (India, China, etc.). Long —
standing and recent free trade agreements between Ukraine and other countries are
described, as well as prospects for future export — import agreements and new free
trade areas. The analysis of structural changes in the lists of trading partner countries
of Ukraine in recent years, with an indication of their shares in total exports. The
main obstacles to the effective development of export of agricultural products are
outlined. The data on the place of production of agroindustrial complex in the
formation of total export of Ukraine is also given and, as a result of all the above, the
recommendations on the development of agroindustrial complex of agriculture are
formulated, provided that all the recommendations listed in the article are fulfilled.
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66

fo crarTio MPUCBSYCHO MOCIHIDKCHHIO ACTEKTiB ()OPMyBaHHS Ta PO3BHTKY
arpoIPOMHUCIIOBOTO KOMILIEKCY B YKpaiHi, Oro 3MiHaM yMOBax CBITOBOI IIo0asri3artii,
METOJIaM Ta iJIesIM 010 PO3BUTKY IIbOTO CEKTOPY Ta IiABUIIECHHIO PIBHS JOXIHOCTI
NUISIXOM PO3IIMPEHHS PUHKY 30yTy YKPaiHCHKOI CLITBCHKOTOCHONAPCHKOT MPOTYKIIii
mo BceoMy cBiTy. ChopMynpOBaHO OCHOBHI CTaii PO3BUTKY YKPaiHCHKOTO
EKCIIOPTY MPOJYKIIii arporpOMKCIOBOTO KOMILICKCY BiJl OTPUMAHHS HE3aJI€KHOCTI
JI0 CHOTOITHINITHBOTO Yacy, OMMCaHi HOTO OCHOBHI IMMOKAa3HUKH TEPio/IiB (Ta BUKIFOUHI
cutyarii). 3HaWAEHO KIFOYOBI MPOOIEMH MOAAIBIIOTO PO3BUTKY YKPaiHCHKOTO
EKCIIOPTY, Cepe/I SIKMX: HEBIAMOBIIHICT SKOCTI YKPATHCHKOI CLTLCHKOTOCIIONaPCHKOT
TPOJYKIIIT, IKY BUPOOJISFOTh ISl IHO3EMHHX CIIOXKHBAYiB, IIONI0 €BPOICHCHKUX Ta
cBiTOBHX HOpM. [IpoaHai3oBaHO 3MiCT OCTaHHIX BaXKIIMBHX CTPATETIYHHUX 3aXOJiB
Ta KOH(EpeHIidl, Ha SIKUX OOIPYHTOBYBAIM aCHEKTH 1 MEPCIEKTUBH PO3BUTKY
YKpaiHCHKOTO EKCIOPTy Ha MDKHAPOJAHOMY PHHKY, a TaKOXk MOAJbIIY pOIb
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YKkpaiHu Ha CBITOBil apeHi y po3pi3i MaitOyTHHOTO 30LIBIIEHHS CBITOBOTO MOMTUTY
Ha JeMIeBl NPOIOBOJEAI TOBapH, SKUH Oyle BUKIMKAHWN PI3KUM KUTBKICHUM
30UIBIICHHSIM HACEJICHHS TUIAHETH 3/1e0LIBIIOr0 3a PaxyHOK cximHux kpain (IHmis,
Kwuraii Tomo). Onucani Bxke AaBHO ICHYIOUI Ta HELOJaBHI Yroau BUIBHOT TOPTiBIIi
MK YKpaiHOIO Ta IHIIMMU KpaiHaAMH CBITY, @ TAKOXK OKpPECIIEHI MEPCIIEKTUBH 1110710
MalOyTHIX €KCIIOPTHO-IMITOPTHHUX YTO/l Ta HOBHMX 30H BUIbHOI Toprisii. HaBeneno
AHAJ3 CTPYKTYPHUX 3MIH Y CIIMCKaxX KpaiH-TOPrOBENBHHUX IapTHEpiB YKpaiHH
3a OCTaHHI POKU 3 3a3HAYEHHSAM iX YaCTOK B 3arajJbHOTO eKcHopry. BuseneHo
OCHOBHI IIeperoHH e(h)eKTHBHOTO PO3BUTKY €KCIIOPTY MPOAYKIIiT arpONPOMHCIOBOTO
KomIuiekcy. Takoxk HaBeneHo jani moxo Micus npoxykuii AIIK y ¢dopmysanni
3arajlbHOrO EKCIIOpPTYy YKpaiHM 1, SIK pe3ylsrar YChOro BHINE3a3HAYEHOTO,
chopMyIbOBaHO PEKOMEHIAIIIT 111010 Po3BUTKY ekcriopTy AIIK 3a yMOB BUKOHAHHS
yCiX peKOMEHAIIH MepeTiYeHIX Y CTaTTi.

Statement of the problem

Ukraine, by geographical and climatic conditions, is
one of the countries focused on agricultural activities. In the
context of global globalization, which is now spreading in
the world, Ukraine needs to further increase its production
volumes in the agro-industrial sector, which is currently
the most important in generating export earnings, so as
not to lose positions in the world arena, and possibly even
expand their influence.

But despite the increasing volume of Ukraine’s trade
with the EU, which has been observed in recent years,
the share of trade in agricultural products with Ukraine in
the total foreign trade turnover of EU countries remains
extremely small — this is due to many reasons.

Grain and oilseed crops remain the main products of
Ukrainian exports. In most periods, the total value of all
imported goods exceeds their export volume. In general,
geographical and commodity structural shifts in Ukraine’s
foreign trade reflect the reorientation of exports and imports
to more developed markets, which, on the one hand,
expands the potential for increased foreign trade and, on
the other, leads to increased competition, new procedural
barriers to high demands to quality.

The main instruments for strengthening the position of
domestic agricultural products in foreign markets are the
development of marketing infrastructure, state support and
expansion of sources of financing, improvement of price
relations for agricultural products and other sectors of the
economy, regulation of land relations.

Analysis of recent studies and publications

The development of Ukrainian exports in recent years
has been and remains a widespread topic for discussion,
in particular the export of agricultural products is often
the central topic of many scientific papers. Scientists
such as N.A. Karasova, U.I. Lupenko, M.I. Pugachev,
1.Y. Grishova, A.A. Melnik have dedicated their articles
and scientific papers to this topic. I also want to note that
despite the same object of research, each of the scientists
open and in-depth describe different aspects of this topic.

Objectives of the article

The purpose of the article is to study the current trends
in Ukrainian exports of agro-industrial complex, to find the
main obstacles for the development of Ukrainian exports
of these products and to create the most effective proposals

to address these problems and further development of
this industry.

The main material of the research

Observing the volumes and trends of export of
Ukrainian agricultural products for 1997 to 2020 according
to the State Statistics Service of Ukraine [1], it is possible
to distinguish several stages of this process:

1) moderate growth (1997-2007). The volume of
export of agricultural products gradually increased,
ensuring an average annual growth of almost 12.5% (the
exception is 2000 and 2003);

2) reduction (2008-2010)—began with a sharp increase
in export volumes (in 2008) — almost 3 times compared to
the previous year, later a downward trend began (average
annual decline — 14 %);

3) destabilization (from 2011 to the present). During this
period, the average annual change in the volume of domestic
exports of agricultural products was 13.8 %, but conflicting
dynamic trends arose and spread; in 2011-2012 there was
a sharp increase in export volumes, first by 36.2 %, and then
by another 57.4%; after that, a bearish trend began, which
lasted three years with an average annual rate of decline in
trade in 2013-2016. in 4.7%; only in 2017 a new growth
trend was launched, which continues now.

In the current conditions of globalization and integration
of the global economic system, in order to remain in
a favorable position in the international division of labor or,
conversely, to improve them, Ukraine needs to make efforts
to formulate a strong export policy. For this, first of all, it
is necessary to remove Ukrainian exports from the crisis.

In the spring of 2019, the III session of the International
Trade Council was held under the chairmanship of the First
Vice Prime Minister — Minister of Economic Development
and Trade of Ukraine Stepan Kubiv. In addition to analyzing
the implementation of previous orders and plans, it was also
noted that export remains one of the engines of economic
growth in our country, forms about 50 % of GDP, and is also
constantly growing due to effective government policy. The
First Vice Prime Minister of Ukraine — Minister of Economic
Development and Trade of Ukraine noted that in 2019 the
volume of exports of goods and services increased by 8.6 %
compared to 2018 and amounted to $57.1 billion [2].

It was also noted that in recent years, even in very
difficult political, economic and social problems in the
country, it has been possible to establish new free trade
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agreements with the EU, Israel and Canada. In connection
with the emergence of the military situation and the
establishment of new economic ties, the sales markets
were partly reoriented to the EU and, accordingly, the
number of deliveries to Russia was reduced, but it will still
remain in second place among the ranking of countries —
trading partners in the export of goods and services from
Ukraine (EU — 40.3 % of total exports for 2019, Russia —
12.2%) [3]. It can be added that according to the results of
the first half of 2020, part of the export load from Ukraine
in these countries decreased and amounted to 39.9% and
11.0%, respectively (Fig. 1) [4].

The geography of supplies of agricultural products
(Fig. 2) has significantly expanded over the past decades,
and today Ukrainian food, to one degree or another, is
represented on all continents of the planet. However,
the main connoisseurs of products from Ukraine are the
countries of Europe and Asia.

On July 10, 2019, an order of the Cabinet of Ministers of
Ukraine «On approval of the Strategy for the Development
of Export of Agricultural Products, Food and Processing
Industry of Ukraine for the Period until 2026» entered
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into force. It indicates the recommended export directions,
which should be developed taking into account the current
situation in the country and taking into account forecasts
for the next 5 years. A major role in this order is given to
increasing the volume of exports of the agricultural sector
and maintaining almost constant trends towards an increase
in these indicators (an increase from 21 % to 44 % of the share
of agricultural products in total exports from 2010 to 2019,
as well as a record increase in monetary terms: agricultural
exports in 2019 increased by more than $2 billion compared
to 2017 and amounted to $13.5 billion) [6].

The main problems for the further development of
exports in these areas, and as a reason, and the development
of the agro-industrial and agricultural sectors are:

— constant timely adaptation to changes in climatic
conditions;

— an increase in the diversity of agricultural, food and
agricultural products for export;

— increasing export-oriented production in conditions
of limited domestic demand,;

— improving and simplifying the conditions for entering
foreign markets for domestic private and state enterprises;

= EU m Russia

= China m Turkey

m Egypt = USA

= [ndia m Belarus
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Fig. 1 — TOP-15 trading partners of Ukraine in the export of goods and services in 2018 and the first half of 2020
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— improving the norms and quality of products for
export and for domestic sales.

In recent years, agricultural and food industry products
occupy the largest share in the structure of Ukrainian
exports (39.3% in 2019, 41.5% in the first half of 2020)
and make a large contribution to the country’s GDP,
therefore it is a strategically important industry and should
receive decent funding for maintenance and development.

In recent years, the following data can be observed on
the export structure of the studied industries: agricultural and
food industry products in 2019 amounted to $1681,8 million,
which is 4.8% more than in 2018 (in monetary terms, an
increase of $855.9 million), As of the first half of 2020,
exports of agricultural and food products amounted to
$10155,7 million, which is 19.1% more than for the same
period in 2019 (in money terms + $1629,6 millions).

Ukrainian exports are very dependent on fluctuations
in trends and prices on the foreign market, but if we look
at the prospects of global demand, Ukraine may come to
a stronger position. The fact is that according to world
forecasts for the next 10—15 years, an increase in the world
population is expected (primarily growth in Africa and
Asia). Such a population boom will increase the demand
for food products, and due to the differentiation of incomes
and progressive poverty indicators among the population,
the demand for cheap food products will mainly increase.
This will prompt Ukrainian exports due to the attractive
pricing policy of Ukrainian goods in open foreign markets.
Confirmation of these forecasts can be the UN Summit,
which took place in the fall of 2015. The main theme of
which was the threat of rapid population growth in the
world, ways to provide the population with the necessary
amounts of food and the participation in this issue of
agricultural countries, in particular Ukraine.

The above-mentioned prospects for the development
of export of agricultural products and food industry in the
context of appropriate implementation can help ensure:

— establishing trade relations in already accessible
foreign markets and introducing new trade relations with
other countries, their strengthening;

— a change in the structure of exports of Ukraine,
expanding the list of products for export;

— raising product standards for both external and
internal sales markets, introducing new, better quality
control systems for product quality at the level of legislation;

— constant timely technical, technological and
innovative updating of agricultural equipment and
equipment of the food industry sector;
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— protectionism policy for export-oriented enterprises,
in particular, agricultural enterprises and equipment of the
food industry;

— the formulation of precise goals for expansion,
cooperation and development directions for the studied
industries, approved by the Ministry of Agrarian Policy;

— increase in export of products from these sectors
and consolidation of growth indicators as a standard of
development.

Conclusions

Ukrainian exports of agro-industrial products have
undergone three major stages of their development since
Ukraine’s independence: moderate growth, recession, and
now in a somewhat destabilized situation, but increasing
every year.

According to the results of the research, it can be
argued that exports of Ukrainian agricultural products
to the countries of the world make up almost half of
national income and almost 2% of agricultural products
on the world market, but even so domestic exports have
a very big potential for expanding markets, improving
product quality, etc. e. This is due to a number of factors,
among which can be highlighted the future need of multi-
populated countries to provide cheap food. In recent years,
Ukraine’s role in the international market has been much
discussed both internally and at international strategic
conferences.

As of today, the main foreign consumers of national
agro-industrial products are the EU, Russia, China and
Egypt, which buy almost 70 % of exported products.

The main problems of expanding the sales area of
Ukrainian products were highlighted, namely: problems of
adaptation of the process of cultivation of agro-crops to the
variability of weather conditions, uniformity of production
and the need for its diversification, increase of production
and products for export, non-conformity of production to
international quality standards, and also remains a problem
Ukraine’s entry into foreign markets.

In order to solve these problems, it is proposed to
establish links in the already available markets and to
gradually conclude new agreements, increase production
and production volumes, expand the list of exported goods,
keep up-to-date equipment updates, introduce innovative
approaches, change legislation on export policy, the
provision of benefits to export-oriented enterprises, and
the creation of a favorable investment climate for such
enterprises.
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Equilibrium in the Ukrainian market of metal products is a separate, deep issue and
a scientific problem that should be studied in detail and justified in terms of market
conditions and domestic levers of influence and regulation. To address this issue, it
is necessary to find out what exactly includes the concept of the metallurgical market
of Ukraine, under the influence of which factors demand and supply are formed,
and what determines the mechanism for establishing optimal demand, supply and
prices in this market. This article is devoted to these questions, as well as to identify
methods to improve the efficiency of the domestic metallurgical market in a dynamic
environment and openness to change that will promote its development, increase
effectiveness and, consequently — rise welfare and the economy as a whole. The
purpose of the study is to analyze and identify problems related to the functioning
of the market of metallurgical products, study the basics of its operation, determine
the factors influencing supply and demand, which will approve the effectiveness of
individual market transformations and confirm their feasibility, as well as adjust or
neutralize. The theoretical and methodological basis of the work are the publications
of domestic and foreign scientists in the field of evaluating the effectiveness of
metallurgical enterprises. To achieve this goal general and special research methods
are used, such as: a systematic approach, methods of analysis and synthesis, methods
oflogical generalization. The article examines the current state, trends and main factors
influencing the formation of market conditions in the domestic market of metallurgical
products. The last tendencies and structural shifts in the world metallurgical market
are analyzed, the priorities of the direction of foreign economic activity of the
domestic metallurgical branch are determined. The advantages and disadvantages
of the modern model of market functioning of the metallurgical market are defined
taking into account its export orientation, which is a traditional strategy and currently
irrelevant in the light of global transformations of the world metallurgical market.
Weaknesses of the domestic metallurgical market have been identified, which are
causing stagnation in the industry and need to be urgently addressed at the national
level. Perspective methods and directions of improvement of activity of the domestic
metallurgical market in the light of orientation of foreign economic policy on a sector
of the markets of the member states of the European Union are defined.

CYYACHI TEHJIEHIII ®OPMYBAHHS PIBHOBATH
HA METAJYPITTMHOMY PUHKY YKPAIHU
B KOHTEKCTI KPAIH-YJIEHIB €EBPOINEMCHKOTI'O COI0O3Y

Kurouosi cioBa:
METayprifHui pUHOK,

PHHKOBA piBHOBara,
EKCIIOPTOOPIEHTOBAHA MOJIEIIb,
KOHKYPEHTOCITPOMOXKHICTb,
IHHOBAIIi1, €BPOTIEHCHKHIA BEKTOP
PO3BUTKY
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B crarri BUKOHAHO MOCII/DKEHHsSI Cy4aCHOTO CTaHy, TEHJICHI[ Ta OCHOBHHX
YMHHUKIB, 1110 BIUIMBAIOTh Ha ()OPMYBaHHSI PHHKOBOI KOH IOHKTYpPH BITYM3HSIHOTO
PHHKY MeTaiypriitnoi npoxykuii. [IpoanasnizoBaHo ocTaHHI TeHAEHIIT Ta CTPYKTYPHI
3pYILICHHS BCBITOBOMY METAITyPriiHOMY PHHKY, BU3HAYCHO IPIOPUTETH CIIPSIMY BAaHHSI
30BHIITHHOCKOHOMIYHOI JisTTBHOCTI BITYU3HIHOI METaIypriifHoi ramysi. Busnaueri
TIepeBary i HeAOJIKU CyJacHOi MOJIENi PUHKOBOTO (DYHKITIOHYBAHHS METATyPriifHOTO
PHMHKY 3 YpaxyBaHHSM HOTO €KCIIOPTHOT OpieHTAllii, 110 € TPaMIIIHOI0 CTpaTerieo
Ta Ha CHOTOJHINIHIN JIEHb HEAKTYaJIbHOIO B CBITII II0OajJbHUX TpaHchopmariit
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CBITOBOTO MeTaNyprifHOrO pUHKY. BusBieHi crnabki CTOPOHM BITYHU3HSIHOTO
METIypriiHOr0 PUHKY, II0 CHPUYMHSIOTH CTarHaiiio B rajy3i Ta noTpedyroTh
HarajJbpHOTO BHPILIEHHS Ha 3arallbHOJEPKABHOMY DiBHI. BH3HaueHi mepcrekTuBHi
METOM 1 HaNpsMH BJOCKOHAJICHHS JSUTBHOCTI BITYM3HSIHOTO METaypriifHOTO
PUHKY B CBITJI Opi€HTamii 30BHIITHHOCKOHOMIYHOI MONITHKH HA CEKTOp PUHKIB
KpaiH-wieHiB €Bporeiicskoro Coro3y.

Problem statement in general and its connection
with important scientific or practical tasks

The metallurgical market of Ukraine is an important
factor in the competitiveness of the economic system, which
has a significant impact on the formation of the country’s
welfare. Peculiarities of its functioning, pricing processes and
establishment of equilibrium prices for metallurgical goods
are important issues, the solution of which requires attention
from scientists and practitioners involved in the activities of
this sector of the economy. The metallurgical complex is one
of the most potentially important sectors of the economy and
is the largest basic industry in general, which forms together
with other industries the overall level of socio-economic
development of the country. In addition, the metallurgical
industry, forming a complex market system, is the basis
for the formation of other key manufacturing, including
engineering, chemical industry, construction. And in our
country, metallurgy is the primary export-forming sector of the
economy, which in turn affects significantly the definition of
vectors for the development of the export direction of foreign
economic policy. Therefore, identifying the factors influencing
the level of development of the metallurgical complex in
terms of its individual components, which form the general
market situation, does help to increase the competitiveness of
domestic producers of metallurgical products and is a source of
improving the economic system of Ukraine.

In recent years, the metallurgical industry of Ukraine
has reduced its production and lost significantly market
position in both international and domestic markets, which
was caused by many reasons. Despite the fact that domestic
metallurgy has great potential and competitive advantages in
the market, but under pressure from global producers and the
rapid development and introduction of innovative production
methods in industry by other competing countries, this sector
of our economy is forced to adapt to change due to loss of
market leadership. Therefore, the definition of directions
of development of metallurgy of Ukraine in the context of
global market interaction requires detailed analysis, as well
as making recommendations on the basis of this analysis for
strategic progress of domestic enterprises in order to fully
function at the global level, taking into account the priority
areas of enlargement and the choice of the European segment
of the global market of metallurgical products as a promising
market niche.

Analysis of recent research and publications,
which initiated the solution of this problem and
on which the author relies, the highlighting
previously unsolved parts of the general problem,
which are the subject of this article

Metallurgy as aleading sector of the domestic economy has
always attracted and continues to attract considerable attention

from a large number of researchers and scientists, analysts
and practicing leaders. In particular, in recent years the works
of A. Amosha, V. Bolshakov [2], S. Kulytskyi [2], V. Grynko,
I. Androsova [3], N. Kushakova [6], D. Dovhan [10],
0. Honcharuk, T. Ignashkina [11] are devoted to the problems
of the metallurgical industry, identification of its problems
and prospects of development. In addition, researchers
such as L. Deineko [5], T. Hurtovenko [8], O. Temchenko,
N. Shevchuk [4], T. Hudz [12], S. Kukhno [13], V. Wenger [5]
paid attention to the analysis of the competitiveness of the
domestic metallurgical market and the identification of its
competitive potential in the context of global challenges
affecting the formation of supply and demand in this market.
However, the issues remain insufficiently resolved about
generalization of the current state, problems and prospects
of development of the metallurgical market of Ukraine as
a subject of world market relations in modern conditions
of operation, the peculiarities of the formation of market
equilibrium of the metallurgical market at the global and
domestic levels. Dynamic changes and rapid development
of technologies, improvement of production methods by
industry leaders and changing priorities in the structure of
world production require further research on the factors
influencing the position of the domestic metallurgical market
on the world stage.

Formulation of the goals of the article (task statement)

The purpose of the study is to analyze and identify
issues related to the functioning of the market of
metallurgical products, investigate the basics of its
operation, determine the factors influencing supply and
demand, which will approve the effectiveness of individual
market transformations and confirm their expediency, as
well as adjust or level the action of others.

Presentation of the main material of the study with
a full justification of the obtained scientific results

The issue of market equilibrium has always been on
the focus of many researchers, as the success of market
mechanisms and the level of well-being of all participants
in market relations, namely — suppliers and consumers —
depend on it. Throughout the existence of economic relations
between them, conditioning by the action of many factors
and the specifics of the product that is the object of purchase
and sale, the peculiarities of establishing market equilibrium
are determined and taken into account individually, but
under the influence of patterns, which is why this issue needs
additional attention and research. As for the establishment
of equilibrium in the market of metallurgical products, this
aspect should be considered in the context of national and
global operating conditions at the same time.

Today, the problem of economic equilibrium remains
one of the key problems in political economy. If economic
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equilibrium is observed in one or more enterprises in the
absence of market equilibrium — this is a sign of monopoly
or oligopoly, respectively. This is exactly the situation in
Ukraine. In the economy of Ukraine, the vast majority
of leading enterprises have a certain level of financial
imbalances. The worst situation is in the chemical industry
and technologically related metallurgy. The unbalanced
financial condition of most companies does not promote
healthy competition among them. Further debt growth will
lead to an increasing deviation from equilibrium. The cost of
industrial production of domestic enterprises is constantly
under pressure from prices for energy, raw materials
and supplies, and its high level has a negative impact on
competitiveness in both domestic and global markets [4].
Ukraine belongs to the group of countries with the so-
called «small open economy». Its share in world GDP was
only 0.18% last year, so it is «small» and «open», as the
country exports and imports a significant share of goods
and services [7]. As the scale of openness of the national
economy increases, the range of connecting links of direct
interaction of individual markets and enterprises with the
world economic community expands. The global market,
which is the integration of separate markets, in which both
governments and businesses are involved, transmits the
dynamics of the global market: both its equilibrium and
its entropy. The strength of the impact of these impulses
depends on the degree of integration of the economy of
states and enterprises themselves in world economic
processes [12]. That is why the formation of an effective
vector of the metallurgical industry of Ukraine and
achieving high competitive positions in the international
market is possible under the full use of market mechanisms

ISSN Print 2414-0287
ISSN Online 2707-8426

in both domestic and foreign markets, taking into account
the factors that create a perfect competitive environment.
An important issue is the study of the conditions of
the market of metallurgical products in terms of its
individual components and the identifying mechanisms
for the formation of the market environment, which also
determines the type of market and affects the results of
market interaction between trade participants.

Metallurgy is a strategic component of the national
economy, as the growth of most industries in Ukraine is
contingent on its development, it is an important source
of foreign exchange earnings, is a leader in tax deductions
to the state budget and a source of many jobs [6]. The
metallurgical complex provides more than 25% of
industrial production, 34% of total exports of goods,
Ukraine’s share in world steel production is 2.4%. Large
metallurgical complexes play a significant role in the
development of regional economies and the functioning of
their social infrastructure [4]. Investment in this sector is
the highest among other industries. Last year companies of
mining complex invested every third dollar in industries —
a total of $1.7 billion [8].

In the mid-1990s, the formation of the national market
of metal products began in Ukraine by transforming the
metallurgical industry into a modern market structure with
all its infrastructural and institutional elements [ 14]. Today,
the domestic metallurgical complex is a holistic system,
which includes separate economic entities that manufacture
metal products, combined into a single technological chain
«mining and processing of iron ore — coke production —
smelting of iron and steel — production of rolled products»

(Fig. 1) [6].
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Fig. 1 — The structure of the metallurgical complex of Ukraine

Source: developed by the author based on [14]
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The mining companies that provide mining and
beneficiation of iron, manganese and chromite ores are
the main raw materials link of the mining complex. On
this basis, the work of processing enterprises is provided,
which are engaged in the production of iron, steel and rolled
products, ferroalloys, reuse of metal raw materials, coking
coal, production of refractories and auxiliary materials
for them [13]. The peculiarity and main advantage of
Ukrainian metallurgy is the reliance of the raw material
base on significant internal natural reserves of iron and
manganese ores, coking coal, fluxes, refractory clays and
other mineral resources. This allows satisfying the needs
of the national metallurgical sector in almost all types of
strategic raw materials (except natural gas). The industry
has a pronounced territorial «binding». Historically, three
main metallurgical districts have been formed in Ukraine:
Donetskyi, Pryazovskyi and Prydniprovskyi [2].

The metallurgical industry of Ukraine represents
an export-oriented industry, which due to the lack of
significant qualitative and quantitative advantages of its
products in international markets has no decisive influence
on the formation of its world price and is forced to adapt
to external conditions generated by the dynamics of more
important participants in the world economy. The export
orientation of domestic metallurgy was caused by vital
necessity, attempts to survive in the face of a sharp decline
in domestic demand and almost complete lack of working
capital in enterprises [14].

Ukraine is almost the only country in the world whose
enterprises export nearly 80 % of their metal products and
sell just over 20% on the domestic market. This is due
conditioned by the fact that the metallurgical industry
of Ukraine has a production potential that far exceeds
the domestic needs of the national economy. However,
focusing on the export of metal products, domestic
manufacturers have significantly reduced the brand and
size range, considerably diminishing the production of
high-tech products, which indicates the imperfection of
exported products [2]. The supply of raw materials and
semi-finished products to major competitors in world
markets further worsens Ukraine’s position in the global
division of labor and leads to further reduction of markets
for finished products and significant losses of foreign
exchange for mining complex [10].

The enterprises of MMC of Ukraine supply to the world
market: iron ore raw materials, including concentrate,
pellets and lump ore, ferroalloys, cast iron, semi-finished
products (square billet, slabs, pipe billet), finished rolled
metal, including hot-rolled and cold-rolled rolls and sheets,
as well as profile rolling in the form of round, square,
rectangular and hexagonal grades, rails, reinforcing steel
and wire rod, as well as products of further redistribution —
steel pipes, hardware, rolled products with coatings,
etc. [13]. Most of the rolled products are intended for
domestic consumption. Domestic using of metallurgical
products in Ukraine is quite limited; in addition, there is
a tendency to decrease [11].

The most important feature of modern national
economic systems and the world economy in general is
the accelerated growth of concentration of capital and
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production in various spheres of economic activity. The
most obvious manifestation of large-scale concentration
and centralization of capital is the creation of various
forms of business groups [ 14]. Assessment of the corporate
affiliation of MMC ferrous metallurgy enterprises showed
that as a result of large-scale changes in management,
up to 95% of enterprises of ore mining, coal mining,
and coke, ferrous and nonferrous metallurgy of Ukraine
actually became part of large transnational industrial
and financial groups [13]. As FIGs were formed against
the background of political, socio-economic permanent
crises, the commodity and financial flows over which
they exercised were concentrated in the spheres of foreign
economic activity, which allowed business groups to
avoid losses from changes in economic policy within the
country. It is due to the difference between domestic and
foreign economic conditions that their superprofits were
created [14]. Today in the metallurgical industry of Ukraine
there are ten largest and most influential business groups,
which are at different stages of structuring and formalizing
the business. These are such groups as: ISD, SCM, Smart
Holding, Interpipe, Privat, Donetskstal, VS Energy
International Ukraine, ArcelorMittal, Evraz, Mechel [13].

Timely assessment and reasonable interpretation of the
challenges of the global metallurgical market are important
conditions for providing trade policy makers with relevant
information for resource mobilization at the national
level [11]. Metal markets are formed under the influence of
changes in world demand and supply for them, respectively;
any changes in metal markets have an impact on the world
economy [12]. Domestic metallurgical industry is an
integral part of the world industry, its development takes
place in the context of global trends, the leading of which is
the constant growth of metal production against the excess
of metal smelting over its consumption, radical change
in geographical structure of production and use of metal
products increasing the industry’s ability to generate and
implement innovations [1]. The global steel industry faces
many obstacles, such as the volatility of raw materials
and energy markets and the risks of protectionist policies.
Scientific and technological progress, globalization of the
economy and structural restructuring of the world economy
have fundamentally changed the sectorial priorities of
economic development. In industrialized countries, the
absolute and relative demand for mass-produced metal
products has significantly decreased. But the role of
resource conservation increased and, in particular, metal
conservation, which has become one of the basic principles
of economic practice of all countries [14].

The main competitors of metallurgical enterprises of
Ukraine in Europe are metallurgical plants in Germany,
France, Italy, the Netherlands, Slovakia, and in the
East — plants in China, India, Japan, and South Korea [6].
Over the past 10 years, steel production in China and
India has doubled, indicating increased competition in
the global metallurgical market. The 20 largest steel-
producing countries together produce more than 90% of
world production. There are also countries that do not
produce metallurgical goods or do not produce enough
to satisfy domestic needs, namely the countries of the
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Middle East, Africa, South and Central America [10]. In
the United States, Germany, France, Italy, and the United
Kingdom, due to the introduction of new technologies,
the volumes of own steel production have decreased.
At the same time, steel production in developing
countries grew. This was preceded by the construction
of metallurgical facilities mainly on a new technological
basis and advanced production structure [14]. In March
2018, the US administration imposed an import duty on
any metal products imported into the country. This led to
a «chain reaction», protective measures against imported
metal from the European Union, Turkey, and Russia [1].
This situation has led to growing uncertainty, reduced
business willingness to invest, take risks, lower consumer
expectations, which, in turn, has caused a slowdown
in China’s economic development and, consequently,
falling demand for steel products. The deceleration in the
development of mechanical engineering and construction
has provoked a decrease in steel consumption in the EU —the
main market for Ukrainian metal products, which supplies
about a third of exports [10]. Thus, exports of Ukrainian
metal products diminished, which led to a reduction in the
large share of foreign exchange earnings in the country [1].

Atthe end 0f 2019 —beginning of 2020, the world market
of ferrous metals for metal producers has a very favorable
situation, which lasted until mid-March 2020. Due to long-
term quarantine measures in most exporting countries, the
work of metal processing enterprises was stopped, and
the purchase of raw materials was limited indefinitely.
Trade activity in the main export regions fell to the lowest
levels, and export prices for finished metal products and
some commodity prices reached their lowest level since
2016. And only from the middle of 2020 the general trade
activity began to recover gradually [8]. In January-August
2021, the world produced 981.96 million tons of cast iron
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(911.87 million tons by blast furnace and 70.09 million tons
by direct recovery). This is 5.5% more than in the same
period of 2020. The first place in world cast iron production
still belongs to the People’s Republic of China, whose
metallurgists smelted 605.38 million tons of this product in
8 months 0f 2021 (0.6 % more than in January-August 2020).
The share of Chinese cast iron in world production was
61.7%. The second place among world cast iron producers
in January-August 2021 was taken by India (77.97 million
tons; 22.5% more than in the same period in 2020), the
third — Japan (47.04 million tons; 14.6 % more). In January-
August 2021, Ukraine ranked tenth among the world’s
38 cast iron producers, smelting 14.48 million tons of these
products during this period, 6.8% more than in January-
August 2020. Among the 64 steel-producing countries in
January-August 2021, Ukraine ranked fourteenth, smelting
14.59 million tons of steel, which is 6.6 % more than in the
same period in 2020 (Fig. 2) [7].

In domestic metallurgy, the trend of large-scale closure of
production has become dominant [2]. The most serious test
for the industry was the hostilities in Donetsk and Luhansk
regions since 2014. The suspension or reduction of business
activity of metallurgical enterprises in the temporarily
uncontrolled territory of Ukraine has led to negative
dynamics of steel production in the country [1]. Since
2014, Ukrainian metallurgical enterprises have also lost the
Russian market, which has significantly reduced exports
of many products and negatively affected the country’s
economy. Therefore, it was decided in 2015 to reorient to the
markets of the EU, North Africa and the Middle East [13].
In 2017, Ukraine lost market share to China, but was able
to gain market share in Japan, Serbia and South Korea [11].
The abolition of import duties to the EU on metal products
boosted exports, which contributed to the growth of exports
in 2018 by 35.9% compared to 2017 [11]. The metallurgical
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Fig. 2 — Dynamics of cast iron production by leading countries in 2020-2021 (January-August)
on the world metallurgical market

Source: developed by the author based on data [7]
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industry was able to restore gradually the growth trajectory
and maintain one of the leading positions in the structure of
national industry (Fig. 3) [2].

The general favorable situation in the main foreign
markets and a fairly active recovery of domestic
consumption in the fourth quarter of 2020 helped domestic
metal producers to increase considerably production and
increase exports by the end of the year, thus leaving the
results of the year at the level of 2019 [8]. According to
Ukrmetalurgprom, total in 2020 Ukrainian metallurgical
plants produced more than 20.42 million tons of cast
iron, 20.62 million tons of steel and 18.43 million tons
of rolled steel. Compared to 2019, the production of cast
iron increased by 1.8 % and rolled steel — by 1.2 %, while
the production of steel decreased by 1.1% and pipes — by
15.8%. For the fourth year in a row, in the dynamics of
development of Ukrainian metallurgy, the main indicators
of ferrous metals production at leading metallurgical plants
remain at the level of 2017 with small changes each year.
The main export markets of Ukrainian metal products in
January-December 2020, according to LLC COMPANY
PSC-GRUP, are the countries of the European Union
(28.5%), other Europe (14.5 %) and Asia (14.2%). Among
metallurgical importers for 12 months of 2020, the first
place is occupied by the CIS (38.5%), the second by EU
(24.5%), the third — Asian countries (20.5 %) [9].

The situation on world markets is such that in Ukrainian
metallurgy there is a real threat of losing markets.
Therefore, the development of the domestic market of
metal products today is one of the highest priorities
of the industry [2]. The domestic market of Ukraine is
characterized by ultra-low demand for metallurgical
products compared to the volume of its production, which
against the background of foreign economic conditions
exacerbates the low-tech nature of production [14]. In
2020, the problems caused by the global coronavirus
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pandemic COVID-19 were added: declining business
activity, further strengthening protectionism, breaking
and shifting logistics chains, falling consumer incomes,
closing borders among countries, etc. [11]. The largest
consumers of metal products in the domestic market of
Ukraine are directly the metallurgy itself (especially
producers of pipes and hardware) and metal traders. These
two segments together consume more than 55% of the
metal supplied by domestic producers to the domestic
market. At the same time, the share of such branches of the
domestic economy as mechanical engineering, automobile
construction and construction is rather low in the structure
of domestic consumption of metal products. The revival
of consumption in the domestic market was due to the
recuperation of related industries, the main of which is
the defense industry, represented by such enterprises
as «Zoria-Mashproekt», «Zaporizhtransformator», etc.
(Fig. 4) [1].

In general, in 2020, 5.46 million tons of metallurgical
products were delivered to the domestic market, of
which 4.19 million tons rolled metal were from domestic
producers. Meanwhile, the share of imported metal in total
deliveries in 2020 decreased to 23.3 % against 28.03 % in
the same period last year [8].

Despite the favorable situation and attractive low
prices in the first half of 2020 for metal products in foreign
markets (China, Moldova, Russia and Belarus), imports
of rolled metal products to Ukraine declined by 14.8%
for the year. During this period, products were purchased
mainly for own needs and in small batches. Also, to protect
domestic producers and prevent the influx of cheap goods,
antidumping measures continued to apply to certain types
of rolled metal, which further helped to reduce imports of
these goods to Ukraine [7]. In total, over 1.35 million tons
of ferrous metals worth almost $1.16 billion were imported
to Ukraine in 2020. Compared to the same period in 2019,
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Fig. 3 — Dynamics of production of the main types of metallurgical products of Ukraine
for the period from 2013 to 2020

Source: developed by the author based on data [1; 8]
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Fig. 4 — Dynamics of production and visible consumption of steel
in the domestic market of metallurgy of Ukraine, 2013-2020

Source: developed by the author based on data [1; 8]

imports to Ukraine decreased by 15.9 % in physical terms,
while in value terms, imports fell by 19 %. Metal products
of European production are in constant demand on the
Ukrainian market [8].

Ukrainian metallurgical enterprises face a wide range
of problems, both external and internal:

— low quality of products, non-compliance with
international standards, which leads to a low level of
competitiveness in the global metallurgical market [1];

— strengthening competition in traditional export
markets in connection with the establishment of trade
defense measures;

— reinforcing the influence of the countries of the Asian
region on world markets for metal products;

— insufficiently high level of protection of the
domestic market;

— unsatisfactory demand for metal products in the
domestic market because of its low capacity [6];

— dependence of the efficiency of Ukrainian
metallurgical enterprises on the world market situation,
which is combined with the weakness of the domestic
market [5];

— lack of innovative changes, decline of branch
science and inefficiency of mechanisms of attraction of
potential of academic institutes for performance of applied
developments;

— high degree of depreciation of fixed assets (up to
70-80%);

— reduction of foreign investment in the industry;

— inefficient use of production capacity;

— insufficient level of budget funding;

— growing environmental problems, especially in
regions where the metallurgical industry is dominant [13];

— availability of excess capacity;

— underdeveloped logistics system, which does not
allow to move to other markets and slows down the system
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of transportation of products in Ukraine [10];

— lowlevel of cooperation in the mining and metallurgical
complex, which does not permit to establish rational
channels of resource provision of metallurgical enterprises
and to create full technological cycles of production [14].

Solving these problems requires a comprehensive
program of informed decisions, the main of which should
be the formation of an equilibrium model of the domestic
metallurgical market, taking into account its potential. The
export-oriented model of development of the metallurgical
industry has both advantages and disadvantages. On the one
hand, the export of the metallurgical industry is the main
source of income for Ukrainian industry. On the other hand,
the focus on foreign markets makes the industry extremely
sensitive to fluctuations in the economies of importing
countries. A strategically correct solution would be to reduce
the economy’s dependence on metal exports. However, the
consumption of metal products in the domestic market also
tends to decrease, especially in recent years [2]. The domestic
market of metal products can be significantly expanded due
to the large-scale restoration of the domestic metal fund,
more than half of which is now in a dilapidated condition.
Also, more than 60% of domestic heating networks that
operate beyond the standard service life require immediate
replacement. This is especially true of infrastructure
facilities in both the industrial and social spheres, as well
as mechanical engineering as the basis for the country’s
innovative development. A certain increase in demand for
domestically produced metal products can be provided by
agriculture, woodworking industry, road construction, small
mechanization of life, the service sector, etc. [5].

The European market remains relevant for Ukraine,
where half of Ukrainian iron ore exports go. In the near future,
the European direction will remain attractive, given the small
transport distances [2]. Under conditions of the intensification
of competition in the world market of ferrous metals, it is
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extremely important for Ukrainian metallurgists to develop
not only new geographic markets, but also new product
markets in regions where Ukrainian products are already
present. One of such quite promising markets, according to
some experts, is the European market of foundry products
(casting). A number of experts also believe that Ukrainian
metallurgical companies should move from the sale of semi-
finished products and raw materials to the export of metal
products with a high share of value added [3]. The real
demand for domestic metal products will largely depend on
the state, trends and priorities of the industry in both Ukraine
and the European Union. To maintain and expand Ukraine’s
presence in the European market, coordinated actions of
the state, business and science are needed, the priority
of which should be modernization of production with an
emphasis on reducing its energy and resource consumption
and increasing environmental friendliness and stimulating
the rise of the domestic market of metal products where
Ukrainian innovative developments would be tested. This
will ensure a competitive price / quality ratio for domestic
metal products, help to reduce the industry’s dependence
on exports and allow building business relationships with
European partners on an equal footing [14].

In order for the proposed improvements to have
a positive result, the Ukrainian metallurgical industry
needs to implement the following measures:

— priority development of the domestic market of
metal products, which will ensure more stable sales
of manufactured products and reduce dependence on
fluctuations in world conditions;

— intensification of realization and implementation
of innovative developments to create fundamentally
new technical and technological metallurgical solutions,
increase production of deep processing products and design
its new types, improve the quality and competitiveness of
metal products, reduce its resource intensity [1];

— diversification of production and optimization of its
structure by increasing the range of new products;

— innovative improvement of equipment and
technology of metal production, diminishing of harmful
effects of industry on the environment [5];

— training of new generation specialists, who will be
distinguished by the highest level of digital culture, will
be able to deeply combine and comprehensively apply
modern digital technologies in real production and will be
ready for continuous learning;
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the strategic framework goals and objectives of the industry,
improve the institutional environment of production with
science and investors, solve the problem of volume and
priority areas of funding and state support for scientific,
technological and socio-economic changes in metallurgy
of the future [1];

— creation of favorable economic conditions for
accelerated renewal and modernization of fixed assets in order
to increase energy efficiency, especially in the metallurgical
industry and the competitiveness of its products;

— constant coordination of development of plans of
metallurgical enterprises with strategies of other industries
of Ukraine;

— use of all available opportunities of state influence
by developing and implementing a legislative framework
aimed at creating advantageous conditions for the
development of the domestic market of metal products and
satisfying the needs of Ukraine’s own metal products;

— formation of effective and efficient support
of scientific and technical potential of the country,
fundamental and applied research aimed at ensuring
innovative development [5].

Conclusions from this study and prospects
for further exploration in this direction

Thus, a study of the advantages and disadvantages
of the development and functioning of the domestic
metallurgical market found that a characteristic feature
of its activities is export-oriented, which dictates pricing
rules and determines the dependence on global trends and
world prices for leading sectors of the economy. Therefore,
to increase the efficiency of the domestic metallurgical
market, the urgent task, which must be resolved at
the national level, is the structural reorganization and
maintenance of advanced development trends on the
basis of innovative modernization. Excessive enthusiasm
for the export-oriented model of development turned
into a strategic loss for Ukrainian metallurgy, creating
for it «traps» of economic prosperity with overall low
competitiveness, growing resource and energy dependence,
imports of quality metal products for a few high-tech
industries. The adequacy of the responses of industry and
government to these challenges will have a decisive impact
on the development of metallurgy in the short and long
term. A new strategy for the development of the industry
should be formed on the priorities of the concept of neo-
industrialization of the national economy. Its basis is own
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Key words: The article considers Ukraine’s foreign trade relations with foreign countries, in particular,
foreign trade, export, import, with the countries of the European Union. The analysis is carried out on the basis of
international business, foreign comparison of volumes of export-import operations and by the analysis of commodity
markets, economic and social filling of the international markets. The article traces the trend of changes in the world
risks trade space in recent years, which is due to a number of specific reasons, including:

scientific and technological progress, integration and globalization, the formation of
modern personality and society as a whole. The authors note the main advantages of
the openness of Ukraine’s economy and its active cooperation with foreign countries.
This highlights the main risks associated with international trade and draws a parallel
between them and the social-economic life of the state. Based on the characteristics
of the impact of foreign trade on society, the article describes the principles of foreign
trade and analyzes the methods of conducting foreign business. Emphasis is placed on
the obstacles that arise in the process of Ukrainian business entering foreign markets.
The article pays special attention to the analysis of Ukraine’s trade relations with the
EU countries, first of all, to the clarification of the expected risks and prospects for their
further development. At the same time, the authors trace their positive and negative
impact on the economic situation in Ukraine. Statistics on the competitiveness of
Ukraine’s economy in relations with foreign trade partners are widely presented. Based
on the research, the authors suggested ways to improve Ukraine’s trade relations with
foreign countries and strengthening its competitive position.
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Kurouosi ciioBa: VY crarTi po3nISIaoThCs 30BHIIIHEOTOPrOBEIbHI BIJTHOCHHN YKpaiHH 3 3apyOlKHUMHI
30BHIIIHS TOPTIBIIS, EKCIIOPT, KpaiHamM, 30KpeMa, 3 KpaiHaMH €BpONEHCHKOro Coro3y. AHaii3 3IiHCHIOEThCS Ha
iMIIopT, Mi>KHaponHui Gi3Hec, OCHOBi TODIBHSHHS OOCATIB €KCTIOPTHO-IMIIOPTHUX OIEpALili Ta NLISXOM aHAIli3y
3apyODKHI PUHKH, €KOHOMIYHI TOBAapHOTO HANOBHEHHS MDKHAPOIHWX PHHKIB. Y CTarTi MPOCTEXYETHCS TEH/ICHIILS
Ta COLaNbHI PH3HKH 3MIH y CBITOBOMY IPOCTOpPi TOPTiBIIi 32 OCTaHHI POKH, SKa OOYMOBJEHA HH3KOIO

TICBHUX [IPHYHH, CEPE/T SIKUX: HAYKOBO TEXHIYHMI IPOTPEC, IHTETPAITis Ta NIOOATI3aLTis,
CTaHOBJICHHS CY9aCHOI 0COOFICTOCTI Ta CyCIIGCTBA B IILTOMY. ABTOPaMH 3a3HAYAIOTHCS
OCHOBHI TIepeBar BiIKPUTOCTI €KOHOMIKH YKPaiH{ Ta 1i aKTHBHOTO CIIiBPOOITHHIITBA
13 3apyOiKHIUMH KpaiHamu. [Ipu 1150My BHOKPEMITIOIOTHCS TOJIOBHI PH3UKH, TTOB’s3aH1
i3 MDKHapOIHOIO TOPTIBJCIO Ta MPOBEICHO Mapajellb MDK HHUMH Ta COI[aJIbHO-
EKOHOMIYHHUM JKHTTSIM JiepykaBH. BUxozisiun 3 HaBeIeHOT XapaKTepUCTHKU HANPSIMIB
BIUIMBY 30BHIIIHBOI TOPIiBII Ha CYCITUIBCTBO, B CTaTTi OXapaKTePU30BAHO MPHHIIUITH
30BHIIIHBOI TOPTIiBIIi Ta MPOBEICHO aHAJi3 METOIIB BEICHHS 3apyOiKHOTO Oi3HECY.
AKIIGHTY€ThCS yBara Ha Neperiko/iax, siki BAHUKAIOTh B IIPOLIEC] BUXOIY YKPAiHCHKOTO
0i3Hecy Ha 3apyOiKHI pHHKH. Y CTaTTi 0COOIMBE MICIIe HaIaHO aHAJIi3y TOPTOBEILHUX
BitHOCHH YKpainu 3 kpaiHamu €C, Hacammepes, 3°SCyBaHHIO OYiKYBaHMX PH3HKIB
Ta TIEPCHEKTUB iX IMONAIBIIONO PO3BHUTKY. IIpy 1boMy, aBTOpamMM HPOCTEXKYETHCSI
TIO3UTHBHUN Ta HETAaTUBHUH IX BIUTHB HAa €KOHOMIUHY CHTYaIlifo B YkpaiHu. J[ocuts
IIIUPOKO TIPENICTaBIICHI CTATHCTHYHI TaHi MO0 KOHKYPEHTOCIPOMOKHOCTI €KOHOMIKH
‘YKpalHiy CTOCYHKaX 3 30BHIITHFOTOPTOBEIFHUMH ITapTHEepaMu. Ha 0CHOBI ipoBeeHrx
JOCITIIKEHb, aBTOPAMH 3aIIPOIIOHOBAHO IIIISIXH ITOKPAIIEHHS TOPTOBEIbHUX BIJHOCHH
VYkpainu i3 iHO3eMHUMH KpalHAMH Ta 3MIITHEHHSI il KOHKYPEHTHHX MO3MITIH.
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Formulation of the problem

The modern world is under the influence of large-scale
processes of integration, globalization and scientific and
technological progress, which affects the development of
society and the emergence of new needs and opportunities.
Therefore, the most important task is to develop with the
environment, to follow latest trends in the economic and
social sphere. New needs of society cause changes in the
field of foreign trade, require the formation of new ties with
partner countries. In this aspect of events, it is necessary to
take into account all the risks and problems that may arise
in the process of cooperation with the outside world, which
makes the study of this topic relevant.

Analysis of recent research and publications

The problem of Ukraine’s foreign trade and
cooperation with foreign countries, as well as current
trends and prospects for trade relations have been studied
by many Ukrainian scientists, including scientists such
as Savitsky A.V. [1], who considered Ukraine’s foreign
trade in macroeconomic instability; Kolyada O.V. [2],
Omelchenko M.M. [2], who studied the foreign trade
in goods of Ukraine; attention to the analysis of
Ukraine’s foreign trade activity and opportunities for its
improvement Bogatska N.M. [4]; Artamonova G.V. [2]
explored opportunities and challenges for foreign trade,
Tereshchuk G.S. [6] analyzed the positive consequences
and benefits of Ukraine’s accession to the World Trade
Organization, Pyankova O.V., Ralko O.S. [7] paid
attention to the issues of structural changes and priorities
of Ukraine’s foreign trade. At this stage, world trade
requires further analysis, especially in the light of the
recent challenges of the COVID — 19 pandemic.

Formulation of goals

The purpose of the article is to characterize the
current state of foreign trade, taking into account the
changes taking place in the economy due to scientific and
technological progress; study of current risks and problems
related to Ukraine’s trade relations with partner countries,
as well as — the main proposals for improving foreign
trade relations.

Summary of the main research material

At the present stage of economic development of
Ukraine there are a number of conditions for foreign trade.
These include increasing the scale of production, the
transition to a new technological method of manufacturing,
rapid spread of high scientific technologies that eliminate
barriers to the movement of goods, services and capital,
knowledge as a result of intellectual exchange contribute to
the formation of new, promising links with other countries.

The formation of a new society is gradually taking place:
greater needs arise, modern principles appear, new customs
are introduced. This is due to the high rate of development of
states, which is the result of globalization and is accompanied
by an increase in the number of producers, international
division of labor, specialization and cooperation in many
areas of production, cultural integration.

80

ISSN Print 2414-0287
ISSN Online 2707-8426

Every year the competition between the countries
of the world grows more and more. This is due to the
high rate of development of states, which is the result of
industrialization and is accompanied by an increase in
the number of producers, international division of labor,
specialization and cooperation in many areas of production.

In order to be able to compete in the European
market of goods and services, or to be competitive,
each state must be different from all its infrastructure,
which includes: production, social security (health care,
education), engineering and technical support, scientific-
technical progress, transport, tourism. The world market of
goods and services cannot exist without a production and
consumer base. It is the basis of market relations [2].

The following factors should contribute to strengthening
the competitiveness of an individual country: education,
labor market efficiency, development of the market of
goods and services, development of the financial market,
scientific and technical innovations.

When considering the issue of foreign trade between
Ukraine and the EU, it is necessary to focus on the factor
of innovative progress and development of the market of
goods and services. Simultaneously with the introduction of
the latest technologies in the production process, the export
opportunities of the state are expanding. At present, the
basic structure of Ukraine’s exports is presented in Figure 1.

B Agriculture

B Metallurgy
Engineering

B Mineral fertilizers

m Chemical industry

Fig. 1 — Structure of Ukrainian exports
Source: [4]

According to the state website of Ukraine’s foreign
trade activities, exports of goods to the EU in 2020
amounted to 37.8% of total exports to other countries
($18,612.1 million). According to the results of the analysis
of Ukraine’s foreign trade activity, it should be noted that
the European Union remains the main partner of Ukraine’s
foreign trade relations. In modern conditions, preference
is given not only to trade in material products, but also
to intellectual property products, namely: the experience
of leading experts, scientific developments of Ukrainian
researchers, IT services, educational services.

The current state of foreign trade between Ukraine and
the EU is related to the development of the transport system.
Regarding transport connections, Ukraine must take into
account the European standards of the transport system, the
level of transport safety, modernization of transport rolling
stock, the creation of a joint air connection between Ukraine
and the EU. In this regard, the European Union has adopted
the program «Trans — European transport network policy».
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A free trade area has been established between Ukraine
and the European Union to freely exchange goods and
services. The essence of the formation of this space is
characterized by:

— no need for additional product certification in the EU
(because product quality is based on European standards);

— abolition of import duties on most imported goods;

— creating favorable conditions for access to markets
for goods and services;

— prevention of fraud, smuggling and other trade
offenses;

— strengthening the protection of intellectual property
rights.

We want to focus on agricultural exports to EU
countries, namely its development from 2014 to 2020,
which is listed in Table 1.

As of 2021, 333 agro-industrial enterprises in Ukraine
have the opportunity to sell their products on European
markets. Today we have the following volumes of trade
between Ukraine and European countries: live animals and
products of animal origin ($209850.2 thousand), products
of plant origin ($2246187.1 thousand), fats and oils
(1336427, $8 thousand million), finished food products
($653389.4 thousand).

Despite the diversity of Ukraine’s export opportunities,
domestic producers face anumber of problems in conducting
trade relations with the EU. These problems are manifested
in insufficient amounts of accumulated capital of domestic
producers, which limits the ability to purchase the necessary
raw materials and quality products, the predominance
of goods with low processing, low competitiveness
of producers (non-compliance with European quality
standards) and protection of intellectual property rights. As
for the requirements for Ukrainian products, it is necessary
to comply with European standards, including: sanitary
standards, certification, environmental requirements.

Equally relevant today is the problem of adaptation of
domestic producers to modern market conditions, which
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is manifested in poor awareness of supply and demand in
foreign trade, low rates of introduction of scientific and
technological progress in production and difficulties in
gaining the trust of European partners.

As we see, the expansion of the trade market through
accession to the European Union is a challenge for
Ukraine. The experience of expanding the trade market has
shown not only positive aspects, but also caused a number
of challenges for countries. We propose to consider the
following examples in table 2.

International trade is always influenced by external
and internal factors, due to numerous imbalances in the
process of trade relations between countries. Foreign
trade relations were particularly affected during the
2020 pandemic. Thus, in the international market we
observe the following situation:

— Foreign trade turnover of goods and services with
EU countries in 2020 decreased by 9% and amounted to
$48.1 billion;

— Exports decreased by 9.4 % ($21.9 billion);

— Imports decreased by 8.7 % ($26.3 billion).

Today, due to the COVID-19 pandemic, Ukraine has
problems with conducting foreign trade activities. First,
the volume of domestic exports and imports directly
depends on the epidemiological situation; secondly, based
on the new problems of trade, an extremely difficult
task is to build forecasts of supply and demand in the
market of goods and services; and thirdly, there is a rapid
change in consumer needs, which complicates trade with
foreign countries.

If we consider the events 0f2019-2020, it can be argued
that it was then that Ukraine’s foreign trade was negatively
affected by the crown-virus pandemic. According to the
latest data of the World Trade Organization, the decline
in foreign trade in goods and services was 18.5%.
Ukraine’s imports were in a critical situation, falling by
14.3%. Figure 2 shows the main products of Ukrainian
exports in 2020.

Table 1 — Ukraine's agricultural exports to the European Union

Year Direction of agricultural export development

2014 Active development of poultry meat exports to EU countries

2015 Ukraine received a permit to export milk and dairy products to the EU market

2016 Dissemination of quality standards for plant products

2017 Development of crop exports

2018 Development of exports of finished food products

2019 E?cchar!ge Qf techno.logies, new methods pf conducting agrarian businegs, .
dissemination of scientific and technological progress in the field of agricultural production

2020 Introduction to the structure of exports of eco - products

Source: compiled by authors from [6]

Table 2 — Challenges for foreign trade upon accession to the EU

Country Consequence of EU accession

Lithuania | Has lost a significant number of power plants, which has limited its competitive opportunities in the electricity market
Latvia The decline of the sugar industry. Reduction of sugar exports
Estonia | Loss of export opportunities in the field of mechanical engineering
Poland | The coal industry lost 90%. Reduction of coal exports

Hungary | has lost the opportunity to sell its own buses

Source: compiled by authors from [5]
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Cereals

Oils Mineral

products
Electronics

5,14
Ukrainian export 2020 (billion $)

4,54 2,94 2,4 1,99

Fig. 2 — The main goods of Ukrainian exports in 2020
Source: compiled by authors from [8]

The leaders of Ukrainian imports are presented in
Figure 3.

Electronics
Mineral

products
Chemical

products Cars,

4,96
Ukrainian import 2020 (billion $)

4,11 3,5 2,36 1,53

Fig. 3 — Leaders of Ukrainian imports in 2020
Source: compiled by authors from [8]

In 2020, the volume of trade with Ukraine’s main partners
changed slightly. We can present the main countries that
import goods from Ukraine and indicators of their imports

— China (+92.7 % — $3 billion)

Poland (- 13.9% — 1.45 billion dollars)
— Russia (- 16.7 % — 1.32 billion dollars)
Turkey (— 10.8% — $1.17 billion)

— Egypt (— 18.1% — 0.97 billion dollars)
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It is worth noting the decline in Ukrainian imports:
China (- 7.2 % — 3.64 billion dollars)
Germany (— 16.7 % — $2.47 billion)

— Russia (—42.6% — $2.19 billion)

— Poland (- 8.2% — 1.72 billion dollars)

— USA (—4.1% — 1.49 billion dollars)

Basing on the above statements, we can make several
proposals how to improve the development of Ukraine’s
foreign trade with foreign countries:

— Improving the conditions of domestic production,
increasing the competitiveness of domestic products
by introducing into the production process the latest
achievements of scientific and technological progress,
expanding the information space of Ukrainian entrepreneurs
on trade offers abroad;

— Increasing cooperation between domestic and
foreign producers;

— Organization of presentations
domestic origin abroad;

— Compliance with quality standards of goods and
services;

— Detailed analysis of the consumer base taking into
account new trends;

— Increasing the scale of production of eco — products,
reducing the material consumption of products, efficient
use of resources.

Following the submitted proposals, Ukraine will be
able to take a competitive position in the foreign trade
space and be a priority for foreign consumers.

of products of

Conclusions

The results of the analysis show that international
trade is always under the influence of external and internal
factors, due to numerous imbalances in the process of trade
relations between countries. At present, the global problem
in the foreign trade relations of the states is the pandemic
COVID - 19, which causes barriers to the export and import
of goods and services. No less relevant today is the problem
of adaptation of domestic producers to modern market
conditions, which is manifested in a weak awareness of
supply and demand in foreign trade. To improve trade with
the world, Ukraine should focus on current trends in society
and support domestic producers, which will make Ukrainian
goods and services competitive in the world market and
take a prominent place among foreign consumers.
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Dynamic development of the modern world economy, its globalization and
internationalization have stipulated for the structuring of international trade.
This leads to the necessity to increase competitiveness of countries, realization
of their competitive advantages. An effective method of solving this problem
is the diversification of a country’s foreign trade. This method allows to reduce
external risks and significantly increase the country’s competitiveness in the world
market. However, despite the fact that researchers of theoretical foundations of
diversification have performed a lot of work, the question of determining the
nature of international trade and economic relations diversification has not been
studied enough, and therefore requires further analysis. Three main approaches
may be distinguished while analyzing the concept of “international trade
diversification”: diversification as risk reduction, diversification as a marketing
strategy and as a process of expanding the range of goods and services to optimize
the industry structure. Diversification may be accomplished at the corporate,
national and interstate levels. Diversification of international trade is carried
out through the diversification of exports and imports by commodity flows
structure and geographical structure. Vertical diversification shifts in the country’s
foreign trade are used to minimize the risks of significant price fluctuations in
the world market of raw materials, as well as to form the preconditions and
intensify economic development based on exports of high value-added products.
Horizontal diversification involves the manufacturing of new products that are not
technologically related to existing ones and are intended for existing customers of
the enterprise. All this is happening within one sector of the country’s economy.
Therefore, the state policy of diversification of foreign economic sphere is to create
and implement conditions for optimizing the sectoral and geographical structure
of foreign trade flows, reducing dependence on world markets and ensuring
efficient trade turnover in foreign economic relations. It provides for a gradual
transition from raw material exports to high-tech, changes in the structure of
imports — reducing the share of household goods and increasing the share of
high-tech equipment. Such diversification determines the direction of economic
development towards increasing the efficiency of the economy.

JUBEPCHU®DIKAIISA MIXKHAPOJIHOI TOPTIBJII: MIPOBJIEMHU TEOPII

Jlyoeneun 1.0O.
3anopizbkuti HayioHatbHUL yHIigepcUumem

Yrpaina, 69600, m. 3anopigicocs, eyn. Kykoscvkozo, 66

Kurouosi cioBa:

BEpTHKaJbHA TUBEepcU(iKallis,
TOpU30HTAJIbHA JMBEpCUdiKaLis,
JTUBEpCHU(IKaIist 30BHIITHBOT
TOPTiBIIi, €KCIIOPT, IMIIOPT,
KOHKYpPEHTHI IlepeBary,
MIDKHapOJiHa TOPTiBIIsl, TOBApHA
JTUBepCHU]IKaIlis

JuHamiyHMH PO3BUTOK CydacHOIi CBITOBOI €KOHOMiKHM, 11 mioOaiizalis Ta
IHTepHAlllOHaJI3allis 3yMOBWIM CTPYKTYpPHM3allil0 MIDKHApOIHOI  TOPTIBII.
Ile npu3BOAMTH [0 HEOOXIJHOCTI IiABUIIEHHS KOHKYPEHTOCIPOMOXKHOCTI
KpaiH, peaiizaliio iX KOHKYpEeHTHHUX nepeBar. EQEeKTUBHUM METOI0M BUPILIEHHS
uiei mpobnemu € nuBepcudikarmis 30BHINIHBOI TopriBii kpainu. Lle# cmoci6d
JIO3BOJISIE 3HM3UTH PHU3MKH 30BHIIIHBOTO CEPEIOBHINA Ta CYTTEBO ITIBHIIUTH
KOHKYPEHTOCIIPOMOXKHOCTI KpaiHW Ha CBiTOBOMY pHHKY. OJHaK, HE 3Ba)KarOuH
Ha Te, IO MOCIITHUKAMH TEOPETHYHHX OCHOB AmBepcuikamii Oyma BHKOHaHA
BeNMMYe3Ha poOOTa, MUTAaHHS BU3HAYCHHS CYTHOCTI JUBEpCH]iKalii Mi>KHAPOTHIX
TOPTOBEIHFHO-CKOHOMIUYHUX BiTHOCHH IOCTI/DKCHO III€ HEIOCTaTHRO, 1 TOMY
notrpedye TOMAaTKOBOTO aHai3y. AHANI3YIOYM TOHATTA «AuBepcHikarii
MIDKHApPOIHOI TOPTIiBII» MOXXHA BUAUIMTH TPH TOJOBHI MiJXOMU: AUBepcHDiKallis
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K 3MEHIICHHS PHU3WKY, AWBepcH(iKallis SK MapKeTHHTOBa CTpaTerisi Ta SK
MIPOIIEC POLIMPEHHSI ACOPTUMEHTY TOBApPIB Ta MOCIYT I ONTUMI3AIlil ramy3eBoi
cTpykrypu. JuBepcudikaiis MoOKe 3[IHCHIOBATUCh HA KOPIIOPATHBHOMY,
HAlliOHAIBHOMY Ta MDKJCp)KaBHOMY piBHSIX. BoHa 3IIMCHIOETBCS 3a PaxyHOK
JuBepcudikanii eKkcropTy Ta auBepcugikaiii iMIOPTY 32 TOBAPHOIO CTPYKTYPOIO
MOTOKIB Ta reorpadiyHOl0 CTPYKTyporo. Beprukanbi guBepcudikamiiiui
3pyLICHHS Yy 30BHIIIHBOTOPrOBENbHIN c(epi KpaiHM 3acCTOCOBYIOTBCS IS
MiHIMI3alil PHU3MKIB BiJ ICTOTHUX IIIHOBHX KOJMBaHb Ha CBITOBOMY PHHKY
CHPOBHWHH, a TaKOX s (OPMYBaHHS IMEPEAYMOB i aKTHBI3aIlil €KOHOMIYHOTO
PO3BUTKY Ha OCHOBI €KCIIOPTY MPOAYKLIl 3 BHCOKOK JOJaHOK BapTICTIO.
Topm3onTaneHa nuBepcudikamis mependadae BUIYCK MIATPHEMCTBOM HOBUX
TOBApIB, SKi TEXHOJIOTIYHO HE ITOB’s[3aHi 3 ICHYIOYNMH 1 TIPU3HAYCHI I ICHYIOUNX
KITIEHTIB mignmpueMcTBa. Bee e BinOyBaeThes B MeXKax OTHOTO CEKTOPY EKOHOMIKI
Kkpaiuu. ToMy aeprkaBHa MOJTITHKA TUBEPCU(IKaIlii 30BHIMTHBOCKOHOMIYHOT chepu
nossirae y popMyBaHHI Ta peajtizatiii yMoB JUIsl ONTUMI3alli] rainy3eBo-reorpadiqaaol
CTPYKTYpU 30BHIIIHbO-TOPTOBEIBHUX MOTOKIB, 3HIKCHHSI 3aJICKHOCTI BIiJ
KOH IOHKTYpPH CBITOBHX PHHKIB Ta 3a0e3rnedeHHs e()eKTHMBHOIO TOBapOOOMIHY
B CHCTEMi 30BHIIIHBOCKOHOMIYHMX BijiHOCHH. BoHa mnependavae mocTynoBuii
TIepexiJl BiJl CHPOBHHHOI'O €KCIIOPTY JI0 BUCOKOTEXHOJIOTIHHOTO, 3MiHH CTPYKTYpH
IMIIOPTY — 3MEHBIIEHHS YaCTKM TOBapiB MOOYTOBOrO NpU3HAYEHHS 1 301IbIICHHS
YaCTKM BHCOKOTEXHOJIOTIYHOTO yCTaTKyBaHHsA. Taka nuBecuikalis BH3HAYaE

HaIrpsIMOK PO3BUTKY EKOHOMIKH — 3pOCTaHHS €()eKTUBHOCTI EKOHOMIKH.

Statement of the problem

The dynamics of modern world economy
development and its globalization, increasing the level
of internationalization of enterprises, accelerating the
pace of scientific and technological progress have led to
the structuring of international trade. This aggravates the
problems of competitiveness increasing between countries,
implementation of their competitive advantages. An
effective method to solve these problems in the foreign
economic sphere is to diversify a country’s foreign
trade as a way to reduce external risks and increase its
competitiveness in the world market.

Analysis of recent studies and publications

Theoretical foundations of diversification have been
considered in the works of such foreign scientists as Ansoff I.,
Akkoff R., Aronova O. M, Bowman K., Galbraith J.K.,
Dichtl E., Drucker P.F., Kotler F., Porter M.E, Santo B.,
Strickland A.J., Thompson A., Young S.

It should be noted that the diversification of foreign
trade as a separate type of diversification has been studied
by foreign scholars relatively recently. Problems of export
diversification were considered by such foreign scientists
as M. Ainal Hassan, Hirohita Toda, G. Daniele, F. Bonagli,
K. Yudayev, A. Golikov, R. Mshlumyan, G. Goldstein, and
others.

These concepts were further developed in the works of
such domestic scientists as Borisova V.A, Butenko N.V.,
Grishko V.A., Demchenko G.L., Ilyashenko S.M.,
Koretsky M.Kh., KudenkoN.V., Melnyk L.G., Nemtsov V.D.,
Oborskaya S.V., Olefypenko O.M., Breaks P.G., and others.

However, despite the fact that a lot of work has been
done by these scientists, the question of determining the
nature of the international trade and economic relations
diversification is still not completely investigated, and
therefore these issues need further analysis.
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Objectives of the article

The objective of the research is to determine the
essence of the «diversification» category, analysis
and improvement of theoretical and methodological
principles of forming the conceptual foundations of
foreign trade policy diversification in countries with low
development level.

The main material of the research

International trade is known as one of the main drivers
of economic development and a sphere of international
economicrelations in contemporary economic environment.
It envisages free exchange of goods and services between
economic entities of different states, between states and
international organizations.

International trade may be considered as a special type
of social relations that arise in the world economy in the
process of exchange of goods and services between states.

There are the following forms of international trade:

« fuel trade;

» machinery and equipment;

« food trade;

« trade in semi-finished products;

e trade in raw materials;

e trade in services;

« trade in intellectual labor products.

Methods of implementing the relationship between
partners:

e direct trade — middlemen services are not used;

* trade through middlemen.

If a country participates in international trade, such
participation takes the form of foreign trade. That is, foreign
trade is a country’s trade with other countries based on the
international division of labor. Foreign trade promotes to
establish balance in the country’s commodity markets. It
also allows us to focus on the production of those goods
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for which the country has lower costs than other countries,
i. e. allows the country to use its resources more efficiently.

But foreign trade can also have negative consequences.
If the value of imported goods exceeds the value of
exported goods, a trade deficit is formed, which reduces
the welfare of citizens.

Diversification of foreign trade becomes relevant to
eliminate the balance of payments deficit and such negative
phenomena as disproportional development of economic
sectors, reducing the level of scientific and technological
progress, retarding of economic growth, increasing of
external debt level.

The term «diversification» comes from the Latin words
«diversus» — different and «facere» — to do, and in the
scientific literature the term has been used in the West since
the mid-50s of the last century [1, p. 11].

To date, we can’t give an unambiguous definition to the
term «diversificationy.

Foreign and domestic scholars have different views on
the interpretation of the term «diversification». There are
three main approaches to this concept defining:

* as a way to reduce potential business threats;

* as the market behavior of a firm;

*as a process of expanding the range of goods and
services to optimize the industry structure.

According to the first approach, diversification is
interpreted by E. Chetyrkin, D. Stefanych [2], B. Reisberg,
N. Wall. Thus, Chetyrkin defines it as «a common means
of reducing any type of risk» [3, p. 169].

And Canadian economist D. Goldfarb uses the modern
theory of portfolio choice to explain the reasons for the
diversification of Canadian exports, according to which
the diversification of a particular block of shares helps
to distribute risks between countries, currencies and
markets [4, p. 3].

The second approach is supported by such scientists
as V. Konoplytsky, T. Ryabova, K. Bowman [5, p. 169],
E. Krasnonosova [6, p. 157], A. Zub, O. Povolotska. Thus,
V. Konoplytsky defines the concept of «diversification» as
a marketing strategy «aimed at new activities of the firm
outside the core business» [7, p. 70]. Such behavior of
the enterprise occurs when it finds attractive opportunities
outside its business [8].

According to the third approach, diversification is
interpreted by V. Gabalis [9, p. 214], K. Pass [10, p. 108],
A. Ambartsumov [11, p. 73], Z. Grushak [12, p. 6],
Yu. Shakurova [13, p. 3] and others. Thus, Lozovsky defines
diversification as «expanding the range, changing the type
of products manufactured by the enterprise, firm, mastering
new types of production to improve production efficiency,
economic benefits, prevent bankruptcy» [14, p. 21].

And R. Ali and J. Alvan interpret the term
«diversification» in a foreign trade context. By
diversification they mean a change in the structure of the
basket of export products or [list of] countries ... of export
supply [15, p. 7].

J. Bertelemi and S. Chauvin considered diversification
as the expansion of production and exports by sectors of
the economy [16, p. 10]. M. Agozin and R. Alvarez define
diversification as a change in the structure of foreign trade
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flows by changing the existing export/import basket of goods
and services, or through the modernization of products in
existing foreign trade flows [17, p. 2]. And A. Dennis and
B. Shepherd understand it as an expansion of the range of
products supplied to foreign markets [18, p. 5].

Based on the above definitions of «diversification», we
can define it for foreign trade as a strategy for economic
development of a country, carried out by expanding the
range of goods and services, expanding their quality and
geographical vectors of export-import activities at the
national level in order to minimize the negative impact on
the internal environment.

Diversification of foreign trade can be distinguished at
both micro- and macrolevels.

Trade diversification at the microlevel is carried out by
individual enterprises. The company independently selects
partners in both exports and imports. Diversification
of exports is carried out to reduce risks and to expand
the network of markets for sale of products and is also
related to the assortment of products. The company is
looking for the best option for selling different products in
different countries.

Diversification of foreign trade of a particular
country [19, p. 9] is already considered at the
macroeconomic level. At this level it will depend on the
functioning of open national economies and the world
economy as a whole in the context of global financial
markets [20, p. 39]. It is conducted by the government
and involves various government programs and activities.
These programs can be both general and sectoral.

At the interstate level, diversification is carried out with
the consent of the governments of the partner countries.
If countries join a union, they jointly diversify with the
help of governing bodies. Such diversification is known as
supranational.

It is necessary to distinguish the direction and
the structure of trade flows in diversification of
international trade.

Diversification in the direction of trade flows involves
measures to improve the situation in export and import
activities to avoid different types of risks.

Diversification of international trade by the structure of
trade flows is divided into commodity and geographical.

The commodity structure of international trade is
formed under the influence of competitive advantages that
the country possesses, and they, in turn, depend on two
groups of factors.

The first group includes natural factors. These include
climate, the presence of minerals, soil fertility, and so on.
The second group includes socio-economic factors. These
factors characterize the scientific, technical and economic
level of development of the country. They determine
the competitive advantages that have been gained in the
process of economic development [21; 22].

Commodity diversification can take the following forms:

« vertical diversification;

* horizontal diversification;

* conglomerate diversification;

* cross-diversification;

» mixed diversification.
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The essence of vertical diversification is that a company
begins to produce new products that are related to existing
products in technological and marketing aspects. That is, it
involves the transition between sectors of the economy (for
example, from raw materials to industrial).

This type of diversification is associated with
the creation of technological chains «extraction and
processing of raw materials — production of intermediate
products — manufacturing of products with high consumer
properties — sale» both in full and in reduced form without
links [20, p. 10].

Vertical diversification can expand market opportunities
and promote growth, as processed goods in general have
greater price stability than raw materials [23, p. 32-33].

Vertical diversification requires more skilled workforce,
technological, managerial and marketing skills. In addition,
vertical diversification may be associated with higher costs
for training, which, in turn, can lead to greater external
dynamic effects than horizontal diversification [24, p. 36].

Vertical diversification has the following advantages:

* combines coordination of actions with great
opportunities at the enterprise level;

 guaranteed supplies of material
resources;

* closer contact with end users.

Disadvantages of vertical diversification:

*in case of negative external changes, the
interdependence between the company’s divisions may
worsen the situation of the company;

* the market is limited to units of an enterprise, which
destroys the positive influence of market forces and thus
eliminates the need for improvement and development.

Today there is a tendency to reduce the level of vertical
diversification.

Horizontal diversification involves manufacturing
of new products that are not technologically related to
existing ones and are intended for existing customers of
the enterprise. All this is happening within one sector of the
country’s economy.

If we talk about the foreign economic sphere, such
a restructuring of exports by expanding the production of
relatively new goods, compared with the existing range
of export supplies, leads to the mitigation of the negative
impact of world markets. Export expansion policy
is applied.

The advantages of horizontal diversification are that
it allows to take into account the needs of consumers in
a particular market.

When applying horizontal diversification, the risk is
that the market may suddenly decrease, and the company,
covering this market as a whole, will be faced with the
need to change radically the direction of its activities.

Conglomerate diversification means production of
new goods that are not related to the existing activities
of the enterprise or its markets. And the growth of
the country’s economy is then carried out through the
manufacturing of products that are not related to traditional
products [20, p. 10]. Such diversification requires the
greatest financial costs and can only be achieved by big
enterprises [25].

and technical
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Cross-diversification is a combination of horizontal
and vertical diversification.

Mixed diversification means a combination of horizontal,
vertical and conglomerate diversification [20, p. 10].

The following types of diversification are distinguished
by industry affiliation [20, p. 11]:

* mono-industrial — within one industry;

» multi-industrial (related) — within several industries
with traditional products;

e multi-industrial (not related) — within
industries, not related to traditional products.

Geographical diversification may be distinguished
among the types of foreign trade diversification. It is
defined as distribution of export and import flows between
different countries of the world to balance trade between
them and avoid the risks of large-scale trade with one or
limited number of countries.

If we consider separately the concept of export
diversification, it is an increase in the number of products
and services types and names intended for export.
It provides for a set of measures to improve export
performance, creates conditions for overcoming negative
external and internal influences on the economy, forms the
optimal structure of goods, expanding its range, gradually
increasing the share of high-tech products and goods with
a high degree of processing. In addition, manufacturers
and exporters are exploring new markets for goods,
technology, capital and services. Such diversification is
the most necessary for countries that depend on the raw
materials sector.

Diversification of exports can have a positive impact
on economic growth due to the positive effects on the
manufacturing sectors. Thus, countries with diversified
structure of exports gain benefits for capital formation and
as a result higher rates of economic growth [26].

Diversification of imports involves a set of measures
aimed at avoiding the risks of imperfect structure of
goods and services supply, reducing dependence on
imports of raw materials, expanding sources of supply and
creating import-substituting industries based on advanced
technologies.

It should be noted that imported diagonal diversification
is an important mechanism for attracting foreign
technologies: innovative equipment, units, machinery and
equipment.

Such a development is possible if the implementation of
diversification in foreign trade is accomplished according
to the theory of competitive advantages by M. Porter. He
emphasizes that this is possible with the formation of
groups of interconnected companies (clusters), which are
geographical neighbors that operate in a particular area and
complement each other. M. Porter saw the role of the state
in creating conditions for coordination and stimulating the
activities of enterprises to form clusters [27; 20, c. 638].

Diversification of foreign trade can be traced in the
theory of the U-curve, proposed by J. Imbs and R. Waszarg.
According to their theory, each country passes through two
stages in its development: increasing the level of export
diversification in the transition from growth based on
exports of raw materials to growth based on processing

several
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industrial products, which eventually acquires the most
competitive advantages in the world market [28; 19, c. 83].

The expediency of diversification transformations and
gaining benefits from international specialization depend
on the level of development of the country’s economic
potential.

In order to develop the directions of diversification
policy, the country is faced with the need for such a choice,
which would be the most profitable.

The general objectives for all types of diversification are:

* consolidation of investment resources;

* reduction of risks associated with the external
environment;

* ensuring social and economic stability, preventing
€conomic crises;

» efficient use of all types of resources;

« improving the business image of the country.

Conclusions

Three main approaches are distinguished in defining
the concept of «diversification of international trade»:
diversification as risk reduction, diversification as
a marketing strategy and as a process of expanding the
range of goods and services to optimize the industry
structure.

Diversification may be accomplished at the corporate,
national and interstate levels.

It provides for a gradual transition from raw material
to high-tech exports, changes in the structure of imports
reducing the share of household goods and increasing
the share of high-tech equipment. Such diversification
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determines the direction of economic development towards
increasing the efficiency of the economy.

Diversification of international trade is carried out
through the diversification of exports and imports by
commodity flows structure and geographical structure.

Vertical diversification shifts in the country’s foreign
trade are used to minimize the risks of significant price
fluctuations in the world market of raw materials, as
well as to form the preconditions and intensify economic
development based on exports of high value-added
products.

Horizontal diversification involves the production
of new products that are not technologically related to
existing ones and are intended for existing customers of
the enterprise. All this is happening within one sector of
the country’s economy. Export expansion policy is used.

The state policy of diversification of the foreign
economic sphere consists in creation and implementation
of conditions for optimizing the sectoral and geographical
structure of foreign trade flows, reducing dependence on
world markets and ensuring effective trade in the system of
foreign economic relations.

Purposeful policy of foreign trade diversification is
a factor that significantly promotes economic development
of a country, forms its international specialization in
production and export of goods and services.

Diversification of the foreign economic sphere is
especially important for countries with balance of payments
deficits due to the need to import means of production,
consumer goods, energy for their sustainable economic
development.
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This article analyzes the characteristics of the international trade in iron ore
products. The present issues in manufacturing the products were considered based
on the example of PISC “Zaporizhzhia Iron Ore Plant”. The external and domestic
factors, which influence the international trade between Ukraine and the European
Union, have been outlined. The domestic ones have been outlined as follows: the
collapse of the manufacturing capacities of the metallurgical and related industries
due to the military campaigns in the East of Ukraine, a high level of uncertainty
about the prospects of the heavy equipment industry, the devaluation of the national
currency, the financial instability, the potential blockage of access to the ports of
Mariupol and Berdyansk in the Azov Sea for the needs of the international trade, the
mismatch between the legal acts of Ukraine and EU countries, a poor investment
environment in the country, the social and economic instability. The external ones
are the growing number of competitors (both within the national market and those
based in other countries) and the protectionism in force within the EU market, the
effects of Covid-19 on international trading trends. The outlook for trade in iron ore
products between Ukraine and the EU has been analyzed. The trends in international
trade in iron ore products, attributable to external and domestic factors, have been
outlined. The import and export of Ukrainian products have been discussed. The
actions aimed at the improvement of the cooperation between Ukraine and the EU
in the international trade in iron ore products have been recommended. The driving
forces affecting the increase in the exports of iron ore products have been established.

MIZKHAPOJHA TOPI'IBJIA 3AJII30PYIHOIO IMPOAYKIIEIO:
CYYACHI TPEH/IU TA IPOBJIEMU YKPATHCBKUX NIJIHPUEMCTB

Benrepcska H.C., Jlyoenens 1.0., Pa6uyk K.O.

3anopizvkuil HayionarbHUL YHigepcUumem

Yxpaina, 69600, m. 3anopixcowca, syn. Kykoecvkozo, 66

Kutouosi ciioBa:

MDKHapO/IHA TOPTIBIIS, €KCIIOPT,
IMIIOPT, 3aJ1130py/IHa MPOIYKILis,
TpeHau, €sponeiicbkuii Coro3

YV crarTi mpencTaBieHO aHATi3 0COOTHMBOCTEH MisKHAPOIHOI TOPTiBIIi 3aTi30PYIHOIO
nponykiiero. Po3misHyTO cydacHi mpoOneMH y BHPOOHMITBI HpPOAYKIii Ha
anKnazLi IIpAT <<3anopi31>1<oro 3aJ1130py/IHOTO K0M6iHaTy» Buokpemiiero
30BHIIIHI Ta BHYTpIlIHI ()aKTOPH, IO BIUIMBAIOTH HA MDKHAPOJIHY TOPTIBIIO
Ypainu 3 kpainamu €sponeiickkoro Corosy. Busnatuero, mo cepen BHyTplLqux
Oyi10 BUALIEHO Takl, sIK: 3HUIIEHHA BUPOOHMUOI 0a3u MeTamyprii Ta nos’si3aHUX
rajysei, CipuYMHeHNX BificbkoBUMHM JissMu Ha Cxoai YKpaiHu, BUCOKHUI PiBEHb
HEBM3HAUCHOCTI 100 MaiOyTHBOTO BAKKOi IPOMHCIIOBOCTI, 3HELIHEHHS
HaIliOHANMBbHO BaIOTH, (iHAHCOBa HECTaOMBHICTH, 3arpo3a OJOKyBaHHS
nmoctymy 1o mopTiB Mapiymons Ta bepasHceka B A30BCBKOMY MODi IJIsl TOTped
30BHILIHBOI TOPTiBII, HEBIANOBIAHICTH HOPMAaTHBHO-TIPABOBHUX aKTiB YKpaiHU 3
kpaiHamu €C, HU3BbKHI IHBECTHLIHHUIA KIIMAT B KpaiHi, COLIaJIbHO CKOHOMIYHA
HecTalimpHiCTE. Cepen 30BHINIHIX — 3pOCTar0dya KUTBKICTh KOHKYPEHTIB (5K
HAITIOHAIBHUX, TaK 1 3 TPETiX KpaiH) Ta MPOTEKI[iOHI3M, IO Ai€ HAa puHKY €C,
BB Covid-19 nHa TenaeHuii y Mi)KHapoleii/i TopriBni [TpoanainizoBaHo
TEPCIICKTHBH TOPTIBJI 3a/1i30PyHOI0 HPOAYKII€I0 MK YKpaiHOIO Ta KpaiHamu
€C. BusiBneHo TpPeHIH y TOPTIBII 3aJi30pyAHOIO NPOAYKIIEIO HA MKHAPOIHIM
apeHi, 3yMOBIICH] 30BHIIIHIMHU Ta BHYTpIlHIMU (akropamu. Po3risHyTo iMnopt
Ta EKCIOPT YKPATHCHKOT MPOAYKILii. 3alpOMOHOBAHO 3aXOIH MO0 MOKPAICHHS
criBnpani Ykpainu ta €C y MDKHApOIHIH TOPTiBii 3ai30pyAHOI0 TPOAYKIIIELO.
BuoxpemiieHi pymrii BILIMBY Ha 301TBIICHHS SKCTIOPTY 3aTi30PYIHOI IPOIYKIIii.
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Statement of the problem

The mining industry in Ukraine is currently in
a precarious condition. The worldwide financial and
economic recession resulting from Covid-19 has affected
both the national economy more broadly and its core
industries, which include the mining sector. Among the
most immediate problems is the downturn in production
output, which has affected the financial status of
PJSC «Zaporizhzhia Iron Ore Plant». A real threat to the
industry’s future growth remains the volatility of the prices
on the market of iron ore raw materials, resulting from the
unstable economic situation globally.

The topicality of the study arises from the argument
that the mining industry is an inseparable and intrinsic
part of the natural resources sector. The operation of the
enterprises is a determinant for the condition of the core
industries, in particular in the metallurgical, machine-
building, construction, and agro-industrial sectors. The
products of the mining industry have always been in high
demand, so there is a strong potential for its further growth.

The article sets out its goals based on theoretical
analysis to substantiate the current trends and the problems
of international trade in iron ore products on the example
of PJSC «Zaporizhzhia Iron Ore Plant».

An analysis of the latest studies and publications

The problem of the sale of iron ore products has
been reported in academic papers by M. Kovalenko,
T. Lyadenko, and other authors. The specific features of
international trade have been discussed by: S. Ivanov,
I. Rybak, and others.

A summary of the core material of the study

The international trade in products is an essential
determinant that affects the level of global progress and the
growth of the national economy. Each country implements
its international trade policy when engaging in international
trade relations, thus calling for consistency between the
actions of a particular country and those of other countries
through the regulation and management of international
trade relations and the adaptation of national legislation to
the international requirements.

After Ukraine and the European Union ratified an
international agreement, the customs tariff was established
to group the rates of the customs duties applied to the
goods crossing the country’s borders. The implementation
of the customs and tariff instruments to regulate global
trade ensures the predictability of export-import options
for economic entities, their equal access to the global
market, stimulates the growth of high-potential sectors of
the economy, and supports an increase in the revenue side
of the country’s budget.

The government is supposed to facilitate the
advancement of international trade relations, yet there are
today many factors hindering the growth of international
trade in iron ore products for our country, some of which
include the following:

— the lack of an out-of-state distribution infrastructure;

— inefficient management of the enterprises;
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— the underdevelopment of the basic principles of
a market economy;

— the imperfect methods of state regulation of the
economy generally and of activities in particular;

— a weak infrastructure for supporting export;

— the intensification of international economic
competition;

— a weak infrastructure for foreign export support and
protectionism [2, p. 170].

PJSC «Zaporizhzhia Iron Ore Plant» produces sintering
and open-hearth ore. The total output is about 95% sinter
ore, which contains 61% iron, while open-hearth ore
contains 54-58 % iron. The company produces a total of
4.5 million tonnes per year, with 21 km of tunneling per
year. The company recorded 4,799 employees for 2020 [4].

The largest importers of iron ore products are the Czech
Republic and Austria, while China has reduced its imports
from Ukraine.

When analyzing exports of iron ore products at the
beginning of 2021, it is noticeable that they have decreased
by 3 % compared to 2020. In contrast, the global economic
environment resulted in a 2.1-fold increase in revenues
reaching a total of 3.9 billion USD. Thus, at Qingdao CFR
with 62 % iron in China, for example, the first quarter of
2021 was an increase of 36% to 215 USD/tonne and in
2020 an increase of 74 % with a value of 159 USD/tonne.

Thus, due to lower demand in China, the export of
Ukrainian raw materials in the first quarter of 2021 reduced
by 31 % and amounted to 9.7 million tons, but the high prices
have increased the revenue of Ukrainian exporters by 55 %.

The drop in cargo traffic has led to a reduction of
16% to 13.3 million tonnes in the port of Pivdenny. It is
noteworthy that this port accounts for more than 90% of
Ukrainian iron ore exports.

Conversely, a recovery in demand for raw materials
from European steel producers has helped the stabilization
of iron ore shipments at the port of Izmail. The first half
of the year resulted in a reduction of 1.6% to 1.2 million
tonnes, compared to the previous year the shipment of iron
ore exports from Izmail decreased by 27%. Izmail is the
key point of shipment of iron ore products to the Austrian
consumers, who increased imports of Ukrainian raw
materials by 33 % to 1.7m tonnes for the first half of the year.

Other European consumers prioritize the delivery of
raw materials through railway transport. In particular,
Ferrexpo increased its railway transportation of products
to the European Union by 69.1% to 1.9 million tonnes
between January and June of 2021. The largest European
consumer of domestic iron ore products in the first half of
the year has been the Czech Republic. It has increased the
imports of ore from Ukraine by 36 % to 2.6 million tonnes.

There are both domestic and foreign factors among
the main problems affecting international trade in iron
ore products of PJSC «Zaporizhzhia Iron Ore Plant». The
factors that are external for the enterprise are those over
which the enterprise has no influence or that influence may
be insignificant. The external factors are subdivided into
international, national, and market ones.

The domestic factors comprise as follows: the
scale of the foreign economic activity — the number of
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entities involved in international business; the costs
involved in the production and sale of products abroad;
the level of the technological difficulty of the products
and their compliance with international standards —
the more complex technology used, the more it is
compliant with international standards, the more likely
the products will be sold abroad; the expertise in foreign
economic activity, i. e., the availibility of the industrial,
managerial, organisational background for undertaking
international business; the control over the adoption and
the implementation of the decisions on the execution
of the procedures in the field of foreign economic
activity; the work of the customs service to improve
the efficiency of the customs authorities and the level of
optimisation of the products clearance procedures; the
qualified management and staff membership, the share
of the market, the innovation activities, the duration of
the production cycle, the level of production spare parts,
the composition of the balances, the paying capacity, the
liquidity, the equity ratio, the cost of capital, the asset
structure, the investment attractiveness, the income per
share, the rate of profitability and the efficiency.

The external risks may comprise as follows: the
economic freedom; the competition — as a result of its
existence, the companies are forced to develop and to
implement a strategy of the accelerated expansion of
foreign operations, the improvement of the procedures to
transact business with other enterprises; the availability in
the state requires a review of the forms and methods of
communication with the foreign partner if the company
has a representation office in a particular country; the risks
related to the prospects for political or economic changes
that may reduce the protection level of the enterprise, as
well as the opportunities for profit-taking.

We first examine the impact of the outdoor environment
on PJSC «Zaporizhzhia Iron Ore Planty.

First, an important effect is produced by fluctuations in
supply and demand for iron ore. Notably, the level of global
prices is affected by the regulatory actions of national
governments, as well as by increased railway tariffs for the
export of iron ore.

According to I. Rybak [5, p. 13], the difference between
the average domestic and export prices for commercial iron
ore originating in Ukraine further indicates that mining
and metallurgical companies within the same financial and
industrial groups enter into agreements based on below-
market prices.

The market for iron ore products is highly competitive.
The demand in the market is determined by the availability
of a large number of clients geographically located in
a single area and a large number of suppliers whose
products do not differ significantly in terms of their
qualitative characteristics.

The key factors that directly or indirectly affect the
competitiveness of mining enterprises within the iron ore
market are as follows:

— avery intense competition on the iron ore market;

— asignificant contribution of global trends in the global
market of iron ore raw materials to the regional market;

— high quality of products;
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— a market-oriented price and constant fulfillment of
the contractual arrangements for the delivery of products;
due to the surplus of supply over the demand for iron ore
products [3, p. 112].

The regional iron ore market is significantly influenced
by the trends observed in the global market. An enterprise
is required to monitor the economic situation constantly
to ensure a favorable operating environment and to assess
changes in the situation from the perspective of the possible
consequences for the enterprise. The mining industry is
also heavily influenced by the situation in the national
industrial market.

In the near term, several risks could have a significant
impact on international trade with EU member states first
and foremost:

— the financial deterioration of enterprises due to
a gradual slowdown in the dynamics of economic activity;

— the reduced availability of credit to the real economy
(high-interest rates and access conditions) due to the
increasingly acute situation in the financial and banking
sector of the state;

— the problem of unregulation of corporate governance
issues, the failure to respect the rights of minority
shareholders about participation in management and
obtaining reliable information on the activities of joint-
stock companies, the distribution of dividends based on
the enterprises’ performance, and the inability to verify the
veracity of this information and, therefore, to influence the
formation of the investment strategy of enterprises;

— the maintenance of the issue of an unfavorable
investment climate as an integral characteristic, which
covers an imperfect institutional and legal framework, an
underdeveloped stock market, an unstable financial and
credit system, and excessive tax pressure, inefficient use of
depreciation amounts, inefficient regulatory activity, a low
protection level of private investors’ rights, high level of
corruption in the area of investment activity [1, p. 46].

The main factors include a decrease in domestic
consumption of iron ores and processed products due to
the military conflict in Donbas and the economic crisis.

An important reason is also physically and functionally
obsolete machinery. Indeed, unserviceable equipment,
insufficient technological and resource flexibility, and low
implementation of leading scientific and technological
developments in the manufacturing process do not allow
the enterprise to reach a manufacturing level that would
allow it to compete with those from abroad.

A significant development in international trade in
iron ore products is the introduction in the year 2019 of
the EITI standard — the Extractive Industries Transparency
Initiative in Ukraine [1]. The implementation of this
standard has resulted in transparency and accountability of
mining companies, public disclosure of mineral reserves,
mining output, and taxes paid, as well as improvements
in the legal and regulatory framework to create
a favorable environment — both for mining enterprises
and for the socio-economic development of iron ore
mining regions.

To achieve efficiency of cooperation for Ukrainian
enterprises with global corporations, it is necessary to
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develop a strategy for effective development of the foreign
economic activity of an enterprise, and to form a system
of its long-term goal, evaluating the potential capacity
of entrepreneurship in a particular market. Only through
a comprehensive study of world market conditions, an
increase in the competitiveness of products, and the
application of modern technologies it is possible to achieve
an effect in foreign economic activity.

An effective way in which Ukrainian and EU enterprises
can cooperate will be the facilitation of the conditions.
A particular focus should be on overcoming bureaucracy
and introducing a mechanism that will make it possible
to resolve all disagreements with ministries distantly, i. e.
electronically. It is also essential to improve and introduce
a flexible tax, credit, and currency policy, which would
stimulate the diversification of export-import transactions,
as well as strengthen and ensure the convertibility of
the national currency. The increase of the technological
level, the implementation of energy- and resource-saving
technologies, the increase in the level of mechanization
and automation of production, the involvement of highly
qualified specialists in the management of enterprises;
scientific, technical, and technological renewal of
production with ensuring its competitiveness through deep
modernization; a reduction in resource intensity through
the efficient use of own fuel and raw material resources.
The use of the Ukrainian scientific potential and highly
trained employees as a mechanism for enhancing the
effectiveness of information and innovation policy. The
research and development activities should be seen as
the main way of overcoming the contradictions of socio-
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economic development, in particular the improvement of
the living standards of the population.

Therefore, to improve the cooperation between Ukraine
and the EU on international trade in iron ore products, it is
necessary to set the right priorities and strategic goals at
the national level. To change the situation, it is necessary
to establish conditions for the effective use of scientific
potential and to increase the role of the government in the
implementation of an investment and innovation model for
the industry’s growth. The priorities of the restructuring
have to be the reduction of energy intensity of production,
the increase in demand for Ukrainian iron ore products
in the domestic market, the support of full-cycle plants —
beginning with the processing of raw materials and ending
with the manufacture of high-tech products, the promotion
of exports, making Ukrainian metal products competitive
in the global market, and the attraction of investments.

Conclusions

When analyzing the problems of international trade of
PJSC «Zaporizhzhia Iron Ore Plant» with the countries of
the European Union, consideration can be given to the fact
that there is a problem of industry growth and reduction
of production value through global competition, currency
regulation, refund of value-added tax and, accordingly, lack
of financing for export promotion. To increase capacity and
compete with foreign enterprises, the iron ore industry requires
massive investments. But international companies are reluctant
to invest in Ukrainian companies due to flawed legislation, an
unresolved tax system, and the lack of cooperation between
the government and international corporations.
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With the development of the world economy, constant monitoring of the
functional structure of the financial market becomes very important due to its
significant impact on other sectors of the Ukrainian economy. The current state
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the financial market, which will lead to future growth of investment income in the
economy and will be a prerequisite for further development of the infrastructure of
the financial sectors of Ukraine.
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I3 pO3BUTKOM CBITOBOi €KOHOMIKH Ay’K€ BaXKIIMBOTO 3HAYCHHS HaOyBAa€ MOCTIHNAN
MOHITOPHHT Ta (YHKI[IOHANBGHOI CTPYKTYpPH (PIHAHCOBOTO PHHKY dUepe3 Horo
BarOMUi BIUIMB Ha iHIII CEKTOPH EKOHOMIKH YKpaiHH. Y CTaTTi PO3MISHYTO
Cy4acHMH ctaH (DYHKIIOHABHOT CTPYKTYpH (hIHAHCOBOTO PHHKY, 3aITPOIIOHOBAHO
CTpareriyHi ILijl MOAANBIIOTO PO3BUTKY CKJIAJOBUX €JIEMEHTIB (iHaHCOBOIO
pUHKY. BiaMideHO TOJIOBHY 3HAYMMICTh ICHYBaHHsI (DIHAHCOBOTO PHUHKY
B CKOHOMIYHOMY mpoctopi Ykpainu. [IpoanasnizoBaHo Ta 3’sICOBAaHO HEIOJIKU
CEeKTOpiB (PIHAHCOBOTO PHHKY, SKi MPUTaJIbMOBYIOTh iX pO3BUTOK. Po3pobieHo
NPaKTHYHI PEKOMEHJAlil II0J0 YIOCKOHAJICHHS IH(PPACTPYKTypH (iHaHCOBOIO
PHHKY, IO 3yMOBHUTH y MaiOyTHROMY 3pPOCTaHHS IHBECTHLIHHHMX HaJIXOKCHB
B €KOHOMIKY Ta CTaHyTh MEPEIYMOBOIO TOJAJBIIOI0 PO3BHUTKY 1HPPACTPYKTYypH
(hiHaHCOBUX CEKTOPiB YKpaiHW.

Problem statement

Analysis of recent research and publications

The development of the financial market plays an
important role in shaping the infrastructure of the financial
sectors in the economy of Ukraine. It is an indicator of
the presence of shortcomings in the economy, its level
of development, the introduction of possible promising
areas for its further functioning. The financial market is
the main determining factor influencing the formation
of features and characteristics of their own sectors. In
addition, it combines existing sources of free financial
resources and entities that need them or feel a significant
lack of them.

Problems of financial market infrastructure expansion
and introduction of strategic goals of its development
became the subject of research of such domestic scientists
as: Shishpanova N.O., Ivanov A.O., Kovalchuk L.T.,
Mishchenko V., Bazylevych V., Vasilchenko Z., Savluk M.,
Gavrilyuk O., Galchynsky A., but this problem is very relevant
and requires new research by the scientific community.

Forming the goals of the article

The purpose of the article is to study the features of
the functional structure of the financial market, identify the
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shortcomings of financial sectors that support the financial
market of Ukraine, analyze the state of financial sectors,
consider the strategic goals of the National Bank of Ukraine
until 2025 and develop practical recommendations for
financial market infrastructure. Due to the constant global
economic development, the infrastructure of the financial
market needs constant analysis and introduction of the
latest technologies.

Presentation of the main research material

The most important component of Ukraine’s financial
system is the financial market. It plays an important role in
ensuring the effective development of economic stability
of the country, especially during the reign of the crown
of viral infection in the world. This factor has suspended
the development of Ukraine’s financial infrastructure and
exacerbated the problems associated with the functioning
of financial markets.

The financial market is designed to constantly serve
commodity markets and services markets, ensuring
commodity-money relations in many aspects of their
manifestation. [1, p. 8]. Therefore, the financial market is
a sphere of specific economic relations, in the process of
which the demand and supply for financial resources are
formed and with the help of financial intermediaries their
purchase — sale is carried out [2, p. 252-253].

The essence of the financial market was considered
by a large number of foreign and domestic scientists from
different points of view (Table 1).

Therefore, from the given options for defining the
concept of «financial market», we can conclude that the

Table 1 — The essence of the concept of “financial market”
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financial infrastructure is a very important mechanism
of the financial market, without which it is impossible to
imagine its existence.

Scholars Borisova I.S. and Krasnikova O.M. interpret
the concept of «financial system» as «a set of different
types of funds of financial resources, concentrated at the
disposal of the state, economic entities, individual financial
institutions and the population to perform their functions,
and also to meet economic and social needs» [7, p. 35]. The
localization of migration and free capital transformation
operations is the main indicator of determining the level
of development of the financial system in countries with
developed economies. Nevertheless, the availability
of a developed institutional infrastructure is the key to
successful implementation of the functional purpose of the
financial system and financial market, because the system
of financial intermediation, which is a subsystem of the
financial market affects the transformation of savings into
investment and participates in the organization of capital
accumulation.

All components of the financial market are closely
interconnected. The financial market achieves the greatest
efficiency if all its components are involved: the money
market and the foreign exchange market, the credit
market, the securities market and the financial services
market [2, pp. 252-253].

According to A.I Shchetinin, the money market is
the part of the financial market where short-term credit
operations are carried out. Almost all financial market
instruments are presented here, but mostly it is money
(cash, non-cash, foreign currency) [8].

Scientist

The essence of the concept

The financial market is a market of loan capital, or a system of economic relations that ensures the
accumulation of free money, their transformation into loan capital and its redistribution among the
participants in the process of reproduction.

The financial market is a market in which the object of purchase and sale are various financial
instruments and services.

Komarinsky J.,
Yaremchyk I. [3, p. 19]

Blank 1.O. [3, p. 19]

Borisova L.S.,
Krasnikova O.M. [2, p. 198]

The financial market is a mechanism for the redistribution of capital between creditors and borrowers
through intermediaries based on supply and demand.

The financial market is a self-regulating system of markets where the supply and demand of various
financial assets and services related to the acquisition of assets is concentrated; it is a sphere of
economic relations between market participants in the process of formation and realization of demand
and supply of financial assets.

Financial market — a mechanism for accumulation and redistribution of financial resources of the
country; organized or informal system of trading in financial instruments, the main role in which is
played by financial institutions that direct cash flows from owners to borrowers.

The financial market is a mechanism of redistribution of financial resources between business entities,

Khodakivska P.
and Belyaev V.V. [3, p. 19]

Smolyanska O.Y. [3, p. 19]

Tatarin N.B., the state and the population, between participants in the budget process, some international financial
Chop T.I. [4] L
institutions.
The financial market is a set of coordinated, complementary and regulated processes and mechanisms
Mikhalchynets G.T. of creation, accumulation, transformation and movement of cash flows between all actors of the world
[5, p. 28-34] economic space, as well as determines their properties for the transformation of economic processes
in globalization.
The financial market is a powerful segment of the financial infrastructure that concentrates financial
Androsova O.F. resources and buys and sells them, relying on credit and financial institutions, taking into account the
demand for supply.
. The financial market is a financial system covering a wide variety of institutions and services
Mnyuchin S.T.,

(depository system covering banks, credit unions, savings associations; capital market; non-bank

Phillips K.S. [6, p. 220] financial institutions, financial technologies and financial innovations).
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In the money market is the formation of the price of
short-term financial resources. In this market there are
operations due to which the National Bank has an influence
on the cost of such resources. This is important to ensure
the effective functioning of the monetary transmission
mechanism.

The influence of the NBU plays an important role in
regulating the functional state of the money market. To
do this, he pursues a monetary policy. Its instruments are
required reserves, repo transactions, purchase and sale of
government securities, swap transactions. The discount
rate acts as the main key instrument of monetary policy.
The NBU constantly carries out operations at the discount
rate. In turn, they have a significant impact on the formation
of the value of funds in the interbank market. This makes
it possible to keep market rates close to the discount rate,
thus fulfilling the operational goal of the National Bank of
Ukraine. Figure 1 shows the monetary operations of the
NBU with banks.

In November and December 2020, the discount rate
was 5.0%, credit overnight — 6.0%, DS overnight —
7.0%. In early 2021, the figures did not change, but in
early March there was an increase in annual interest rates
by 0 5 units, so as of March-April the discount rate was
5.5%, credit overnight — 6.5 %, DS overnight — 7.5 %. And
already on April 17 the interest rate increased by 1.0 %.
So, from the middle of April the discount rate was 6.5 %,
credit overnight — 7.5 %, DS overnight — 8.5 %. This level
of interest rates lasted until the end of July. And as of
July 23, the indicators increased by 0.5%: the discount
rate was 7.0 %, credit overnight — 8.0%, DS overnight —
9.0%. In September-October, there was an increase again
and the discount rate was 7.5 %, credit overnight — 8.5 %,
DS overnight — 9.5%. Therefore, analyzing the chart, we
can conclude that for the period from 2020 to early 2021,
the level of interest rates remained unchanged, and at the
beginning of March 2021 there was a steady increase. As
a result, in the autumn of 2021, interest rates increased by
2.5% compared to 2020.
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The cost of loans provided by the NBU to commercial
banks depends on the level of the discount rate. It
determines the interest rate at which commercial banks
receive money from the central bank. And this, of course,
affects the interest rate at which commercial banks provide
loans to citizens and businesses. The lower it is, the
cheaper refinancing loans and bank loans for borrowers are
for banks [9] In our case, the NBU increased the discount
rate by 2.5 %, which means an increase in interest rates on
deposits and loans. And the availability of loans for citizens
and businesses depends on the cost of loans.

Currently in the corporate sector, the recipients of
new bank loans are solvent companies. Hryvnia loans are
issued to companies that have not had solvency problems
since the beginning of the crisis and their profits are
growing by more than 25% year on year. There is also
an increase in the level of consumer lending. Due to the
decrease in the number of supervised entities in the non-
banking financial services markets and the improvement
of the Natskomfinposlug regulatory environment over the
past two years, the following key development indicators
have been growing: [10]

1) factoring (+ 184.8 %);

2) loans (+ 88.6%);

3) assets (+22.7%);

4) the cost of leasing agreements (+ 126 %);

5) insurance payments (+ 40.4 %).

However, the role of lending in supporting economic
growth is insignificant. An important prerequisite for
accelerating Ukraine’s economic growth is the revitalization
of credit financial institutions.

In recent years, there has been an active use of measures
to strengthen the protection of creditors’ rights, namely:

1. Strengthening the protection of creditors’ rights in
civil relations.

2. Amendments to the tax legislation regarding
the exemption from taxation of banks and individuals-
borrowers for restructuring operations and forgiveness of
foreign currency loans.
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Fig. 1 — NBU monetary transactions with banks: interest rates as of 2020-2021
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3. Creating a mechanism for voluntary financial
restructuring of corporate debt at the legislative level.

4. Introduction of the institution of bankruptcy of
individuals, establishment of the mechanism and conditions
of restructuring of debts of individuals on loans in foreign
currency.

But first and foremost, we believe that the institution of
enforcement needs to be further strengthened. In addition,
at the legislative and institutional levels, the creditor’s
protection in relations with debtors is not fully ensured,
and the complication of the recovery process is influenced
by such factors as: ambiguity and inefficiency of law
enforcement. about half of the total is occupied by the
share of NPL in the banking system of Ukraine.

Therefore, the credit market has certain disadvantages
such as: rising interest rates on loans and deposits for
individuals and small and medium-sized businesses, which
makes them less accessible to the public. To overcome
the shortcomings that slow down the development of the
money market and contribute to its development in the
future, the NBU has set strategic goals to be achieved
by 2025, to improve the credit market can be called the
following goals.

5. Reduce the amount of non-performing loans in the
banking system. Today, as a percentage of total credit, they
are 52.9%. By 2025, it is planned to reduce them to 10%
of total loans.

6. Currently, the volume of net bank loans to GDP
(businesses and individuals) is 16.5 %, in 2025 it is planned
to increase their volume to 22 %.

7. As of 2021, the penetration of SME lending is 1.4 %
of GDP, in 2025 it is planned to increase to 3 % of GDP.

8. Currently, the penetration rate of non-bank lending
is less than 1.9% of GDP, and in 2025 it is planned to
increase them by 3 % of GDP.

9. Currently, the level of effective lending using
instruments of trade and structural financing is less than
3% of the assets of the banking system, and in 2025 it is
planned to increase their share by at least 10 % of the assets
of the banking system.

10. At present, the ratio of cash (M0O) to GDP is
12.01%. In 2025, the goal is to reduce the ratio of cash
(M0) to GDP and not more than 7.5 %.

The next segment of the financial market — the capital
market — attracts a lot of attention.

According to the Financial and Economic Dictionary,
the capital market is the part of the financial market where
demand and supply for medium-term and long-term
borrowed capital are formed [11].

According to Article 4 of the Law of Ukraine «On
Capital Markets and Organized Commodity Markets», the
money market is a set of money market participants and
legal relations between them that arise during transactions
on money market instruments and currency values [12].

A significant share of the capital market in Ukraine
remains underdeveloped. Therefore, to improve the
situation on the capital market, the NBU plans to launch
the institution of a nominal holder. However, to ensure the
further economic development of the country, it is necessary
to consolidate, modernize and expand the capabilities of
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clearing, exchange and settlement infrastructure of capital
markets in accordance with the requirements of European
acts and international standards. In order to ensure the
improvement of capital market infrastructure, the Concept
of Capital Market Infrastructure Reform in Ukraine was
formed and approved in Ukraine in accordance with
international standards with the support of the EBRD. As
part of the implementation of the concept, work began
on the development of a target model for reforming the
settlement, depository and clearing infrastructure of capital
markets [10].

According to the «Financial and Economic Dictionary»,
the foreign exchange market is a market that serves domestic
and international payment turnover by exchanging one
currency for another in the form of purchase and sale [11].
The foreign exchange market of Ukraine carries out
transactions for the purchase and sale of non-cash and
cash foreign currency, as well as bank metals. Participants
in the foreign exchange market of Ukraine are banks and
non-banking institutions, bank customers, as well as the
National Bank. The regulator conducts operations in the
foreign exchange market in order to smooth out excessive
fluctuations and the accumulation of international reserves.
The National Bank calculates the official exchange rate of
hryvnia to foreign currencies and the exchange rate of bank
metals [13].

Characteristic of the modern foreign exchange market
is the presence of a wide range of regulatory institutions,
which include: relevant government agencies; system
of international financial organizations, groups and
agreements operating on an interstate basis, as well as the
system of currency risk insurance. However, in modern
conditions, the role of the state in currency regulation is
growing, but government regulation should not mimic
market self-regulators. It only needs to be adjusted and
supplemented accordingly [14].

In figure 2 analyzes the level of purchasing power of
the national currency of Ukraine in comparison with the
US dollar and the euro.

So, you can see that at the end of 2020 the US dollar
was at UAH 33. for $1. At the beginning of 2021, the dollar
rose, its value reached 34 hryvnias. per unit. However, after
the jump there was a decrease at the level of 32-33 UAH.
per dollar during the period from February to July. In the
autumn of September-October, the dollar fell sharply. As of
October 25, the dollar exchange rate remains at UAH 30.
for a dollar. From the end of 2020 to May 2021, there are
fluctuations in the euro at the level of 28 and 27 UAH.
per unit. And since June, the euro exchange rate has fallen
slightly and fluctuates between 27 and 26 hryvnias. per
unit. In autumn, the euro exchange rate finally settled at
UAH 26. Therefore, analyzing the level of the euro and
the US dollar, we can conclude that from the period to
2020-2021 there was a decline in foreign currency and the
strengthening of the national currency of Ukraine.

To resolve the situation in the foreign exchange market,
the NBU intends to introduce a new system of currency
regulation by 2025. It aims to simplify cross-border
transactions with currency values and expand the list of
available currency transactions. The ultimate goal of this
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Fig. 2 — Official exchange rate of hryvnia against foreign currencies 2020-2021

innovation will be to remove all existing restrictions and
make the transition to a regime of free movement of capital.
The result is a decrease in the share of dollarization of
loans and deposits of the banking system and borrowings
in foreign currency [10].

In general, the strategic goals for overcoming the
shortcomings and improving the functioning of the foreign
exchange market are as follows. Firstly, the reduction
of the percentage of net loans from the total volume of
loans on a net basis, today their share — 41.4%, in 2025
it is planned — no more than 30%. Secondly, a decrease
in the share of foreign currency deposits in total deposits.
Currently, they account for 41.7 % of total deposits, planned
in 2025 — no more than 30 %. Thirdly, to establish the level
of the share of public debt in the national currency not less
than 50 %, as of today its share — 36.64 %. Fourth, the NBU
plans to fully implement the points of the roadmap related
to currency liberalization. To date, only the roadmap for the
liberalization of currency regulation has been approved.

Conclusion

Therefore, from the above material, it can be noted
that the constant stimulation of the development of the
structure of the financial market is an important factor for
further expansion of the infrastructure of the Ukrainian
market. In turn, each of its sectors (credit market, foreign
exchange market, securities market and financial services
market) is able to attract financial resources, various
methodological and organizational principles of operation
in the implementation of modernization and regulation
of their activities. Strategic goals are indicators of the
development of the country’s economic system.

Therefore, the «Strategy for the Development of
Ukraine until 2025» should focus on the development
of the financial market in general and its sectors (credit
market, foreign exchange market, securities market
and financial services market) for economic growth of
Ukraine’s economy in the future.
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The Article reviews the essence of banking supervision. The definition of this
concept is provided by various scholars. Based on the materials analyzed, the
own definition of banking supervision was formulated. In banking, all financial
institutions must adhere to banking supervision, as the outcome of banking activity
depends on the quality of the bank itself, the correct task and the achievement
of certain goals. Protecting the interests of depositors, creditors, preventing
bankruptcy and financial difficulties, forced the NBU to introduce a number
of certain economic standards in the activities of banks, which are a means of
monitoring the financial condition of the banking institution and are mandatory.
Data on the implementation of NBU economic standards in accordance with the
Law of Ukraine “On Banks and Banking” are provided. The analysis of economic
standards fulfillment by the main commercial and state banks of Ukraine for
2018-2020 is carried out. The total amount of regulatory capital of banks for
2019-2021 is analyzed. In the banking activity of Ukraine there is a need to
develop measures and instruments for banking supervision in order to improve and
enhance it. In order to strengthen the role and importance of banking supervision,
reduce the likelihood of banks liquidation in Ukraine, it is recommended to
separate the banking supervision authority from the NBU and create a State
Banking Supervision Service accordingly, which should independently regulate
the activities of state banks and commercial banks. The organizational structure
of the State Banking Supervision Service has been developed. It is recommended
to add to annual reporting a list of indicators that would provide possibilities of
additional control to the NBU banking supervision and eliminate the submission
of incorrect data by banks on their activities.

POJIb TA 3BHAYEHHS BAHKIBCBKOI'O HAIUVIAOY
JIJIS PO3BUTKY BAHKIBCHKOI CUCTEMHU YKPATHA

Binoye A.B., Kymnip C.O.
3anopizvKutl HayYiOHANLHUL YHIGepcumem

Yxpaina, 69000, m. 3anopidicorcs, eyn. 2Kykoecvrozo, 66

Kurouogi cioBa:
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€KOHOMIYHI HOPMaTHBH,
aHaJIi3, 3aKOH, PEryJIIOBaHHS,
B/IOCKOHAJICHHS,

(inancoBa ycTaHoBa

B crarti po3mistHYTO CyTHICTH OaHKIBCHKOTO HAIVISAY, HABEIEHO BHU3HAYCHHS
3a3HAYEHOTO TMOHATTS PI3HUMH HAyKOBISIMH. BiIIOBIZHO 10 MpoaHai30BaHOTO
c(hopMy/IbOBaHO BIIACHE BHM3HAYEHHS OAaHKIBCHKOTO HArIsAy. Y OaHKIBCHKIN
JUSUTBHOCTI BCl (pIHAHCOBI YCTQHOBH IOBHMHHI JOTPUMYBATHCs OaHKIBCHKOTO
HarsILy, OCKUIBKU pe3yJIbTar poOOTH OaHKIB 3aJI€KHTh BiJ| IKOCTI pOOOTH caMOro
0aHKy, KOPEKTHOI [OCTaBJICHOI 3ajayi Ta JOCATHEHHs NEBHUX Liied. 3aXuct
IHTEpeciB BKJIQJIHHUKIB, KPEANTOPIB, MONEPEPKCHHSI OaHKPYTCTBA Ta CKPYTHOI'O
(hinaHcoBOTO cTaHOBHUIIA, 3Mycwan HBY BmpoBamuTh B HisUTbHICTH OaHKIB PsiI
MMEBHUX CKOHOMIYHUX HOPMATHBIB, SIKi € 3acO00M MOHITOPHUHTY (PiHAHCOBOTO
CTaHOBHINA OAHKIBCHKOI YCTAaHOBH Ta € 000B’I3KOBIUMH JI0 BUKOHaHH:S. HaBeneHi
JaHl OO0 BUKOHAHHSA €KOHOMIYHHMX HopMmatuBiB HBY BimmosimHO mo 3akoHy
VYkpaiau «IIpo 6ankn Ta 6aHKIBCEKY AisTBHICTEY. [IpoBeneHo aHai3 BUKOHAHHS
€KOHOMIYHMX HOPMATHBIB OCHOBHMMH KOMEPI[IHHUMH Ta JepKaBHUMHU OaHKaMHU
VYkpaiau 3a 2018-2020 poku. IIpoanamizoBaHO 3arajbHa CyMa peryasSTHBHOTO
kamitany OankiB 3a 2019-2021 poku. Y OaHKIBCBbKIH JIsUTbHOCTI YKpaiHH
€ HEOOXIJHICTh PO3pOOKM 3axOiB Ta IHCTPYMEHTIB OaHKIBCHKOTO HAaryIsiLy
3 METOIO HOTO BIIOCKOHAJICHHS Ta MiIBUIIEHHS. J{JIs1 TOCHIIEeHHS poJIi 1 3HAYeHHS
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0aHKIBCHKOTO HATIIAAY, 3HIDKEHHS BipOTIMHOCTI JikBimamii OaHKiB B YKpaiHi,
PEKOMEHII0BAHO 3/1iHCHUTH BiIOKPEMIICHHS OpraHy OaHKiBCHKOTO HaryIsi Ly Bim HBY
Ta BiAMOBiIHO CTBOPUTH JlepkaBHY CITy:KOy HamIAAy OaHKiBCHKOI MisSUTBHOCTI, sIKa
MIOBHHHA CAaMOCTIITHO PETYIIOBATH NisUIbHICTH Aep KaBHUX OAHKIB Ta KOMEPLIHHIX
6ankiB. Po3poOrmeHo opranizamiiiny cTpykTypy JepkaBHOI CIyXOM HamIsamgy
0aHKIBChKOT [IsUTBHOCTI. PexoMeH0BaHO 10AaTH A0 PIYHOI 3BITHOCTI MEpeiK
MOKA3HUKIB, SIKI HaJaBaJld O MOXIJIMBOCTI JIOJaTKOBOT'O KOHTPOJIFO OAHKIBCHKOMY
Harsiy HBY Tta ycyBanm mpeacraBineHHss OaHKaMHM HEKOPEKTHHX AaHUX MPO

CBOIO JISUIBHICTD.

Formulation of the problem

Modern conditions of banking institutions’ operation
require them to make great efforts to ensure the overall
stability and stability of their financial condition. However,
the recent global financial crises show that the domestic
banking supervision system needs to be improved and its
role strengthened, as the NBU’s policy of achieving and
maintaining price and financial stability in the country has
been demonstrated to be inefficient.

Analysis of recent research and publications

The role and importance of banking supervision for
the development of Ukraine’s banking system has always
aroused the interest of both domestic and foreign scholars,
as effective banking supervision is one of the most important
tasks of any country’s central bank. The following scholars
should be distinguished among those who considered
the role and importance of banking supervision in view
of banking system development: N. Yu. Hladynets,
M.M. Hustei, T.P. Hudz, M.M. Kovalenko, T.A. Latkovska,
S.H. Mamedov, A.V. Nikitin, IB. Okhrymenko,
L.O. Prymostka, O.M. Rats, O.B. Bus, H.P. Tabachuk,
Yu.M. Umantsiv.

Highlighting previously unresolved parts
of the overall problem

In recent years, a big part of banks in Ukraine has been
liquidated, in other words, the instruments of banking
supervision used have been ineffective and inefficient, or
used untimely or incorrectly. At present, there is a need to
develop measures and instruments for banking supervision
in order to improve it and increase the role of banking
supervision for banking system development in Ukraine.
This will enhance its influence on the banking sector,
ensure dynamic, sustainable development of the banking
sector, as well as increase its competitiveness in the
international market.

Purpose of the Article

Consider theoretical and practical aspects of banking
supervision in Ukraine and to develop ways to improve it.

Presentation of major research material

Banking supervision is an integral part of the country’s
banking activities and an important component of ensuring
the stable functioning of its economy.

Bodies of banking supervision in Ukraine provide
proper and reliable supervision over the activities
of banking institutions, check their compliance with
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regulatory legal acts governing banks, the legality of their
operations, and compliance with regulations.

V.V. Kostenko views banking supervision as a set of
procedures for constant monitoring by special state bodies
or other bodies of activities carried out by legal entities
(banks) not subordinated to it in order to identify violations
in banking legislation [1, p. 705].

[.M. Panaseiko and M.O. Huba sees banking supervision
as an important component that should support stable
functioning of the banking system and market relations of
the state [2, p. 518].

The Law of Ukraine «On the National Bank of Ukraine»
defines banking supervision as a certain system of control
and active orderly actions taken by the National Bank of
Ukraine and aimed at ensuring compliance by banks and
other persons with Ukrainian legislation and established
standards in order to ensure stability of the banking system,
as well as protect the interests of depositors and creditors
of the bank [4].

Protecting the interests of depositors, creditors,
preventing bankruptcy and financial difficulties, forced
the NBU to implement into banking activity compliance
with certain economic standards, which are the means of
monitoring the banking institution’s financial condition
and are mandatory. We will illustrate the data on economic
standards in general in the banking system of Ukraine for
2018-2020 in Fig. 1.

The statutory ratio of capital adequacy (H3) should be at
least 7%, on 01.01.2020 it was 13.5%, and on 01.01.2021
it was 15.67 %, i. e. there was an increase, which indicates
a positive activity of the bank, because it indicates an
increase in financial stability.

In addition, an increase in the statutory ratio of capital
adequacy allows banking institutions to offset the negative
financial consequences of their own funds.

The short-term liquidity ratio should be at least 60 %.
Based on the presented data we can see that in the banking
system of Ukraine the ratio reached a high value during
2018-2020, exceeded the statutory one, namely 93.52%
on 01.01.2019, 94.35% on 01.01.2020, i. e. it increased
by 0.8%. But on 01.01.2021 it decreased by 7.5% and
amounted to 86.82 %.

The short-term liquidity ratio for the period 01.01.2019—
01.01.2021 did not fall below 86% and corresponded to
the regulatory value. The ratio is set to control the bank’s
ability in terms of its ability to fulfill the short-term
liabilities at the expense of liquid assets. We also observe
the implementation of the statutory ratio H7 for the period
01.01.2019-01.01.2021 in the range of 17.61-19.83 %,
which does not exceed the statutory ratio of 25 %.
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W H2 the statutory ratio of regulatory capital sufficiency (adequacy)

[ H3 the statutory ratio of capital adequacy
H6 the statutory ratio of short-term liquidity

H?7 the statutory ratio of maximum credit risk per one counterparty

W HS the statutory ratio of large credit risks

W H9 the statutory ratio of maximum credit risk for related party transactions
H H11 the statutory ratio of investment into securities by each institution separately

W H12 the statutory ratio of the total investment amount

Fig. 1 — Economic Standards in General in the Banking System of Ukraine for 2018-2020 [3]

The statutory ratio of the maximum amount of credit
risk per one counterparty in the banking system of Ukraine
fluctuated, so on 01.01.2020 it fell by 2.2%, and on
01.01.2021 on the contrary increased by 1.5 %.

The economic statutory ratio H8 for the analyzed
period tends to decrease by 71.2 % from 176.23 % to 105 %
on 01.01.2020. The statutory value of this indicator should
not exceed 8 times the size of regulatory capital. During
the analyzed period, this statutory ratio does not exceed
8 times the size of regulatory capital. We should also note
the decrease in the statutory ratio of large credit risks by
17.6% on 01.01.2021 to 87.39 %.

The credit risk ratio as an element of bank economic
standards aims to prevent excessive concentration of
credit risk in the bank, as the insolvency of one or more
counterparties can significantly destabilize the bank and
even lead to its bankruptcy. With the optimal H9 value of
25% at most, the statutory ratio of the maximum amount
of credit risk for transactions with related parties in 2018
was 10.41%, in 2019-7.02%, and in 2020-4.1%. The
decrease in this indicator by 3.4% in 2019 and by 2.9%
in 2020 indicates a decline in credit risk in the banking
system of Ukraine. The level of credit risk of the banking
system is optimal and does not have a negative impact on
the stability of the entire banking system.

The statutory ratio H11 is also met, however it has almost
zero value during the analyzed period at a threshold level of
15%. Commercial banks adhere to the value of the H12
statutory ratio of 60 %, but during the analyzed period the
indicator is low, and there is a tendency of its reduction by
0.02% from 0.13% to 0.15% in 2019 and by 0.03 % from

0.13% to 0.1%. This was influenced by the instability of
Ukraine’s financial system, which discourages commercial
banks from pursuing investment policies. Comparing the
actual investment standards with the marginal ones allows
us to make a conclusion about the low investment activity
of the banking system of Ukraine. Banks are not interested
in making direct investments in Ukrainian companies.

Let’s present data on the regulatory capital of the most
well-known commercial and state banks of Ukraine for
2018-2020 in the analytical Table 1, taking into account
the reduction of their regulatory capital according to data
on 01.01.2021.

The presented data show changes in the regulatory
capital of the main banks of Ukraine in recent years. Thus,
JSC CB «PrivatBank» had the highest level of regulatory
capital, namely UAH 19,555,682 THS on 01.01.2019.
On 01.01.2021 there was a positive trend, because it has
almost doubled. JSC «Ukreximbank» also had one of the
largest levels of regulatory capital of UAH 11,147,236.6
THS on 01.01.2019, which grew annually and amounted
to UAH 15,049,595.4 THS01.01.2021

Thus, such positive changes in regulatory capital in most
commercial banks of Ukraine during 2018-2020, led to the
fact that the regulatory capital adequacy ratio was higher
than the statutory value by 10 % throughout the study period.
On 01.01.2019 it was 16.18%, on 01.01.2020 it increased
t0 19.66 %, i. e. by 3.5%. As of 01.01.2021, it was 21.98 %,
which also indicates a positive upward trend in this indicator.

We will illustrate the data on the statutory capital
adequacy ratio (H3) for certain banking institutions in
Ukraine for the period 01.01.2019-01.01.2021 in Fig. 2.
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Table 1 — The total amount of regulatory capital of the main commercial and state banks of Ukraine, UAH THS [3]

Bank Name 01.01.2019 01.01.2020 + 01.01.2021 +
JSC CB “PrivatBank” 19,555,682.7 19,223,588.3 -332,094.4 35,256,911 16,033,322.7
JSC “Oschadbank” 13,200,548 12,355,512 -845,035.9 18,132,364 5,776,852
JSC “Ukreximbank” 11,147,236.6 13,691,472.8 2,544,236.3 15,049,595.4 1,358,122.6
JSC “Raiffeisen Bank Aval” 10,480,006 10,674,030.4 194,024.4 10,474,032.6 -199,997.8
JSC “PUMB” 5,282,255.4 7,914,882.2 2,632,626.9 8,589,500.3 674,618
JSC “CREDIT AGRICOLE BANK” 4,746,765.3 5,245,262.1 498,496.8 6,220,308.1 975,046

JSC “CREDIT AGRICOLE BANK”

JSC “PUMB”

JSC “Raiffeisen Bank Aval”

JSC “Ukreximbank”

JSC “Oschadbank”

JSC CB “PrivatBank

o]
Lh

=01.01.2021

®01.01.2020 m01.01.2019

Fig. 2 — The statutory capital adequacy ratio (H3) for certain banking institutions
in Ukraine for the period 01.01.2019-01.01.2021 [3]

The presented data show that all banks reached the
statutory value of capital adequacy ratio (H3) for the period
01.01.2019-01.01.2021. In addition, there was a positive
trend towards the growth of this indicator.

Let’s analyze the implementation of economic
standards by the main commercial and state banks of
Ukraine in Table 2.

The short-term liquidity ratio should be at least 60 %.
Based on the presented data we can see that all banking
institutions under analysis complied with this standard, in
fact it was higher on 01.01.2021.

The ratio of the maximum amount of credit risk per
counterparty should not exceed 25%, i. e. all banking
institutions have complied with the NBU requirements on
the maximum amount of credit risk per counterparty.

The statutory ratio H11 is also met, but has almost
zero value during the analyzed period at a limit of 15 %.
Banking institutions also complied with the statutory ratio
on the total amount of investment, but it should be noted
that as 0f 01.01.2021 this figure was very low.

Daily and rapid changes are forcing any evolutionary
system to constantly improve, to change, including
banking supervision in Ukraine. This becomes especially
important because the banking system is one of the central
in the country.

The National Bank of Ukraine should create
a regulatory framework for effective banking activities of
all financial institutions and issue regulations governing
the establishment and operation of banks, the relationship
of the banking institution with depositors, investors,
creditors, and borrowers.

In order to strengthen the role and importance of
banking supervision in Ukraine, we recommend to
separate the banking supervision authority from the NBU
and establish the State Banking Supervision Service.

We consider it necessary to distinguish two main
components in the structure of the State Banking
Supervision Service:

— supervision of commercial banks;

— supervision of state-owned banks.

Table 2 — Analysis of meeting economic standards by the main commercial and state banks of Ukraine, UAH THS [3]

Bank Name H2 H6 H7 HS8 H9 | H11 | H12 | J113-1 | JI13-2 | LCRBB | LCRiB

JSC CB “PrivatBank” 28,09 192921 9,62 | 0,00 |0,16| 0,06 | 0,07 | 92,69 | 0,7120 | 278,23 | 218,18

JSC “Oschadbank™ 19,00 | 64,84 | 20,35 | 156,57 | 0,40 | 0,05 | 0,14 | 119,93 | 0,0265 | 360,03 | 232,97

JSC “Ukreximbank” 23,27 | 84,32 | 19,97 | 153,85 | 0,33 | 0,02 | 0,19 | 2,55 | 0,0600 | 342,83 | 370,85

JSC “Raiffeisen Bank Aval” 18,04 | 88,40 | 15,12 | 64,82 | 7,20 | 0,80 | 0,84 | 3,29 | 0,0014 | 286,15 | 467,56
JSC “PUMB” 18,39 | 98,28 | 9,86 | 0,00 |6,06|0,12|0,15| 2,0 | 0,0035| 182,36 | 261,03

JSC “CREDIT AGRICOLE BANK” | 17,80 | 94,28 | 19,79 | 60,76 | 0,35 0,07 | 0,07 | 1,12 | 0,0000 | 218,31 | 206,01
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In addition, given the crisis operating conditions of
state banking institutions, a large proportion of troubled
banks and credit and financial institutions, we consider it
appropriate to introduce a certain organizational department
that would constantly monitor and pay special attention
to troubled banks, looking for measures to improve the
situation, strengthen such a banking institution, increase its
profitability, profitability of assets and capital of the bank.

The developed organizational structure of the State
Banking Supervision Service is presented in Figure 3.

Implementation of the developed organizational
structure of the State Banking Supervision Service will
allow for banking supervision in various areas, which
in turn will allow faster tracking of problematic, illegal,
shadow transactions that negatively affect the activities of
banking institutions and the banking sector in general.
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It should be noted that at present, Ukrainian banks are
also required to publish their financial statements, which
include certain types of reporting, but in our opinion,
the set of reports is insufficient. After all, the financial
statements may be slightly distorted. For example, banks
may incur large expenditures in the fourth quarter, which
will negatively affect the annual financial result, while the
financial result for the first three quarters will be higher.
Therefore, we recommend supplementing the reporting
with a list of indicators of banking institutions’ business
activity, which must be published on the bank’s website
and be of informative nature (Table 3).

Analysis of the developed indicators of the bank’s
business activity for different periods will allow the bank to
monitor the outflow of customers, growth or decrease of the
deposit base, current accounts. It will also allow to perform

NBU e R SSBAS
N cooperation " (State Service for Banking Activity Supervision)
DEPARTMENT DEPARTMENT DEPART-
for Supervision of for Supervision of State MENT of
Commercial Banks’ Activity Banks’ Activity Troubled
v v v v . v Banks
2 [ = 2115 =
« 5 £ g w5 & £
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Fig. 3 — The developed organizational structure of the State Banking Supervision Service

Table 3 — Recommended Indicators of Profitability and Efficiency of the Banking Institution

No. | Indicator Calculation Formula Description
yry The ratio of the bank’s net income after taxes to the
| Return ROA=——-x100, bank’s assets is defined as the ratio of the amount
on Assets A of income to the amount of borrowed assets.
where YIT—net income; A — bank assets The statutory ratio is between 1% and 12%
yrl
ROE1=——x100,
Ka The ratio of the bank’s net income
5 Return 11 after taxes to share capital, which characterizes
on Equity ROE2=—x100, the efficiency of equity use. The statutory ratio
Ck constitutes at least 15%
where Y11 — the bank’s net income, Ka — average share
capital of the bank, /7 — income, Cx — authorized capital
yri . L
Ylla=—-, Net earnings per share or indicator of the level
3 EPS Na of return on share capital Allows you to estimate
where Y17 — net income after taxes; payments in favor of the main owners
Na — number of outstanding shares
RB = n An indicator of the banks’ profitability level
4 | Profitability "B’ the bank’s efficiency. Used to assess
where /7 —income; B — the bank’s expenditures the effectiveness of expenditures
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a detailed analysis of the bank’s deposit and credit products,
look for ways to improve them, and to increase profitability.

Conclusions of prospects of research

In such a way, the introduction of a developed
organizational structure of banking supervision, and
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the introduction of business activity indicators in the
financial statements for public disclosure would allow for
improvement of the banking supervision system in Ukraine
and significantly increase its importance and efficiency.
The topic of further research should be the introduction of
new types of banking supervision.

References
1. Kostenko, V.V. (2015) Theoretical Aspects of Banking Supervision in Ukraine. Global and National Economic

Problems. Kyiv. [in Ukrainian]

2. Panaseiko, .M. & Huba, M.O ( 2015). Banking Supervision as a Tool to Ensure the Stability of the Banking System

in Ukraine. Finance and Credit. Kyiv. [in Ukrainian]

3. Indicators of the Banking System. Website of the National Bank of Ukraine. Retrieved from https://bank.gov.ua/
control/uk/publish/article?art_id=34661442&cat 1d=34798593 [in Ukraine]

4. Zakon of Ukraine “On the National Bank of Ukraine” [The Law of Ukraine “On the National Bank of Ukraine™].
Retrieved from https://nbuportal.bank.gov.ua/doccatalog/document?id=36668 [in Ukraine]

5. Indicators of the banking system. Website of the National Bank of Ukraine. Retrieved from https://bank.gov.ua/
control/uk/publish/?art id=34442&cat id=34798593 [in Ukraine]

6. On approval of the Regulation on the Implementation of Financial Monitoring by Banks : Resolution of the National
Bank 19.05.2020 Ne 65. Retrieved from : https://zakon.rada.gov.ua/laws/show/v0065500-20#Text [in Ukraine]

7. Banking regulation and supervision. The essence and meaning. Scientific Bulletin of Kherson State University.
Retrieved from: http://nbuv.gov.ua/UJRN/Nvkhdu en 2015 11 [in Ukraine]

104



Financial Strategies of Innovative Economic Development. Ne 4 (52), 2021

UDC 658.15:334.78]:005.21

ISSN Print 2414-0287
ISSN Online 2707-8426

DOI https://doi.org/10.26661/2414-0287-2021-4-52-19

FORMATION OF FINANCIAL DEVELOPMENT STRATEGY

Kushchik A.P., Kryvosheenko S.V.
Zaporizhzhia National University

Ukraine, 69600, Zaporizhzhia, str. Zhukovsky, 66

Key words:

corporate strategy, financial
strategy, financial development,
evaluation criterion,

strategy components

20favoritl0@i.ua

The article considers topical issues of corporate financial strategy development.
It is noted that in the system of corporate management, the strategy of financial
development is in the central place, as its implementation is associated with long-
term financial and economic policy of the enterprise. In practice, corporate financial
strategy is a key bearer of information about the future development of the enterprise,
on the basis of which its image is formed, investors are attracted, creditors’ confidence
increases. New economic relations, which are created on the basis of the information
economy, stipulate progressive ways and methods of enterprise management. The
formation of corporate financial development strategy should be carried out taking
into account: the influence of external and internal factors on the activities of the
enterprise; availability of production, financial, marketing and human resources.
Depending on this, companies can form such financial strategies that will achieve
a positive result, in particular, to stabilize their financial stability, profitability,
competitiveness, to maintain certain market positions. After all, the correct choice
of financial strategy is a necessary condition for improving the management of
enterprises and increasing the efficiency of their activities.
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KuouoBi ciioBa:

KOpPIIOpaTHUBHA CTpPATETis,
(hinaHCcOBa cTpareris, GiHAHCOBHIA
PO3BUTOK, KpUTEPIiH OIIHKH,
KOMIIOHEHTH CTparerii

VY crarTi po3nITHYTO aKTyalbHI MHTaHHSA PO3POOKH KOPHOPATHBHOI (hiHAHCOBOL
cTparerii. 3a3Ha4eHO, [0 B CHCTEMi KOPIIOPATHBHOTO YIIPABIiHHS CTpareris (iHaH-
COBOTO PO3BUTKY 3aiiMac IIEHTpalbHE MICIIe, OCKIJIBKH 3 11 peasizalii€io moB’s3aHa
JIOBIOCTPOKOBa (DiHAHCOBA 1 EKOHOMIYHA TOMNITHKA T AIprueMcTBa. [IpakTiaHO KOp-
nopatuBHa (piHAHCOBA CTPATETis € KIFOYOBUM HOcieM iH(opmarii mpo MaiOyTHiN
PO3BHUTOK IiAMPHEMCTBA, HA OCHOBI SIKOT (POPMYEThCSI HOTO IMIJIK, 3aITy4aroThCst
IHBECTOPH, MiJBHIIYETHCS IOBipa KpeauTopiB. HOBI €KOHOMIYHI BIIHOCHHH, SIKI
CTBOPIOIOTHCS Ha 3acajiaX iHPOpPMAIiiHOT CKOHOMIKH, 3yMOBJIFOIOTh IIOTPEOY y Ipo-
IPECHUBHUX CIIOCO0aX 1 MeTonax ynpasiiHHS HignpuemMcTBamu. GopMyBaHHS KOp-
MOpPATUBHOI cTparerii (piHaHCOBOTO PO3BUTKY Ma€ 3/IHICHIOBATUCS 3 YpaxXyBaHHSIM:
BIUTMBY (DaKTOPIB 30BHINIHBOTO Ta BHYTPILIHBOIO CEPEIOBHIIA Ha JiSUIBHICTD ITiJI-
MIPUEMCTBA; HAsBHOCTI BUPOOHUYOTO, (DIHAHCOBOTO, MAPKETHHIOBOTO Ta KaJIpOBOTO
MOTEHIIAITy. 3aJISKHO BiJl IIbOTO, MIAIIPUEMCTBA MOXKYTh ()OPMYBATH Taki (piHaAHCOBI
CTparerii, AKi JTO3BOJIATh AOCSATTH TMO3UTHBHOTO PE3YJBTaTy, 30KpeMa, cTalimizy-
BaTH iX (piHAHCOBY CTIHKICTBH, MPUOYTKOBICTh, KOHKYPEHTOCIPOMOYKHICTB, 30eperTu
TIeBHI MO3WIIT Ha PUHKY. AJDKe MpaBWIbHINA BUOip (piHaHCOBOI cTparterii € HE0O-
X1THOIO YMOBOIO BIOCKOHAQJICHHS YIPABIIHHA AiSUTGHICTIO TiIIPHEMCTB Ta IiIBH-
HIeHHsI ¢()SKTUBHOCTI iX iSTTBHOCTI.

Statement of problem

The components of the enterprise efficiency of
any sphere of activity such as high competitiveness,
solvency, financial stability, profitability and investment
attractiveness are achieved through the implementation
of effective financial management. An indispensable
prerequisite for ensuring the strategic opportunities
for financial development of the enterprise today is its

financial strategy, which occupies a key position in the
corporate governance system. The balance of corporate
interests in the system of corporate management in general
and between its important components in particular is the
main guarantee of success of a modern enterprise.

All of the above allows us to state the need to
substantiate the processes of formation and evaluation of
financial strategy and corporate governance of enterprises
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in their relationship, interdependence and interaction in
today’s dynamic environment. Under such conditions,
it is important to study the methodological approaches
to the formation of corporate financial strategy and
the development of criteria for its evaluation as part of
enterprise development

Analysis of recent studies and publications

Foreign scientists I. Ansoff, O. Vikhansky, A. Gradov,
B. Karloff, M. Porter, A. Strickland, A. Thompson,
W. Sharp and others made a significant contribution to
the development of strategies. Among the most important
modern studies of the problems of financial potential
formation and financial strategies of enterprises are the
works of the following Ukrainian scientists: M. Bilyk [1],
S. Belousova [2], V. Bugay [3], V. Shevchenko [4],
V. Yankovska [5] and others. In the works of these authors
various aspects of the processes of creating strategies and
systems of corporate governance are considered. Problems
oftheoretical and practical aspects of strategic development
of enterprises of the industrial sector were studied by such
scientists as Sabluk P.T, Zavadsky J.S, Gudzinsky O.D,
Andriychuk V.G and others.

However, a single approach to substantiate the
processes of forming a financial development strategy in
the corporate management system, taking into account
the relationships and interactions between the financial
strategy and the enterprise management system is not
found. The economic literature does not clearly define not
only the essence of financial strategy, but also its place in
the enterprise management system. As for Bazyka S.K.,
she proposes to consider the financial strategy as an organic
element of financial regulation of the enterprise [6].

Despite the importance of existing scientific
developments, it should be noted that a significant number
of problems in the study of this topic remains unresolved,
so in particular it is advisable to develop a methodology for
comprehensive assessment of financial strategy.

Objectives of the article

The purpose of the article is to develop theoretical
approaches to the formation of the strategy of financial
development of the enterprise and substantiation of the
feasibility of implementing a comprehensive integrated
system of its evaluation.

In accordance with this goal, a set of key tasks aimed
at achieving it are the following to explore the components
and features of the formation of the strategy of financial
development of the enterprise, to summarize the criteria
for its effectiveness, to propose measures to improve the
strategy of financial development.

The main material of the research

The strategic concept of enterprise development as
a fundamental has the idea of effective financial choice.
This result can be achieved by implementing a strategy
of financial management, which involves the effective
achievement of goals by financial methods and means.
According to the research of a number of authors (Akoff R.,
Ammelburg G., Aniskin Y., Ansoff 1., Arkhipov V.,
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Bakanov M., Balabanov I.) this strategy is called the
financial strategy of enterprise management.

Strategic financial management is a synthesis of
such areas of general management theory as strategic
management and financial management. In addition,
financial strategy is an integral part of the corporate
governance system of the enterprise i. e. a form of real
implementation of management relationships.

Most authors define the financial strategy of the
enterprise as a system of directions of enterprise
development, necessary to achieve the goals in the long
run, within a certain mission. In general, the corporate
financial strategy of the enterprise:

— covers all major aspects of managing the financial
resources of the enterprise and the development of its
financial relations with partners;

— provides adjustment of sources of formation,
directions of placement and using of financial resources
which depend on changes of factors of the internal financial
environment of the enterprise;

— promotes rapid adaptation to changes that occur in
the external financial environment;

— substantiates the strategic guidelines of the financial
activity of the enterprise;

— is the basis for making strategic decisions to improve
the management of financial resources of the enterprise.

In the economic literature, a different structure of the
financial strategy of the enterprise is proposed [7]. Ways
and directions of achieving the stated goals are determined
in the framework of the formation of individual components
(modules) of the financial strategy and its components.
The composition of the main components of the financial
strategy of the corporation is presented in Fig. 1.

Characteristics of the components of corporate financial
strategy are given in table 1.

Corporate financial strategy is developed in the form of
a program of financing development and specified in the
financial plan (budget) taking into account the necessary
changes in the structure of capital and funds for achieving
developed strategies for the growth and competitive
advantage of the enterprise [8].

Review and generalization of modern approaches
to the sequence of development of financial strategy
of the enterprise indicate the lack of a single structural
construction of this process, which allows us to conclude
that it is necessary to streamline. The algorithm for building
a corporate financial strategy is presented in Fig. 2.

All stages of the process of forming a corporate strategy
of financial development must be performed one after
another, according to the proposed algorithm [9].

The most important task of developing a corporate
financial strategy is to determine the volume, sources
and forms of attracting financial resources for business
activities of the enterprise. The development of financial
strategy at the enterprise should be carried out according to
a certain methodology, which contains a number of defined
stages: analysis of the enterprise environment, development
of a system of strategic goals, identification of possible
options, financial strategy formation, implementation,
monitoring and adjustment of financial strategy (Fig. 3).
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Fig. 1 — The system of components of corporate financial strategy

in terms of the main direct

ions of financial development

Table 1 — Characteristics of the components of corporate financial strategy

Components
of the financial strategy Essence
of the enterprise

The main strategic objectives

Creating the necessary amount and
structure of financial resources,
Strategy of formation | adequate to the development goals,

of financial resources allowing to achieve the strategic optimizing the structure of sources of financial resources
attitudes of the firm with the and ensuring financial flexibility.
highest efficiency.

Achieving stable growth of own sources of financing;
attracting the necessary external financing with minimal costs;

The optimal distribution of
investment resources owned by the
company, by individual areas and
forms of investment.

Investment strategy

Ensuring the necessary proportionality of the distribution of
investment resources by types and main directions of investment
activities of the enterprise; ensuring the necessary proportionality

of the distribution of financial resources by strategic business units
of the enterprise; ensuring high efficiency of return on investment
resources of the enterprise in the process of their use.

Ensuring a stable financial balance
throughout the period of operation
of the enterprise.

Financial security
strategy

Identification and assessment of the most significant financial
risks and development of a set of measures to neutralize them;
ensuring stable solvency and financial stability, implementation of
comprehensive solutions in the field of crisis management
(both in terms of preventive measures and in terms of actions
in the event of signs of crisis).

Creating a flexible management
system for financial activities,
adequate to the long-term goals
and objectives.

Strategy for improving
the quality of financial
management

Creating an effective financial structure; ensuring a high level
of qualification and organizational culture of financial managers;
introduction and effective use of innovative financial technologies,
including methods and tools to model alternative development
scenarios and to forecast their financial results.

Making decisions that allow you

to optimize the tax burden of the

enterprise, preventing the growth
of tax risks.

Tax strategy

Optimization of the tax burden, which ensures the growth of
retained earnings of the company in terms of an acceptable level of
tax risks; formation of tax policy with maximum consideration of
possible benefits, prevention of fines and overpayments.

The complexity of strategy formation is due to the need
to take into account many dynamic, vague, not always
formalized goals and guidelines, there is a likelihood of
strategy formation on the basis of conflicting guidelines.
Thus, the strategy is a model of goals, actions, capabilities of
the enterprise for strategic perspective, on the creation and
implementation of which the organization and management

of financial and other resources of the enterprise are put
down. We must note that the main properties of the corporate
financial strategy of any enterprise are its effectiveness,
adequacy, reliability, ability to create and maintain long-
term competitive advantages of both financial resources
and the enterprise as a whole, time orientation, achievability
due to the company’s potential to its strategic capabilities
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The strategy of financial development of the enterprise
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Fig. 2 — Algorithm of corporate strategy of financial development

\ Types of financial strategies >

—| Expansive

The company actively attracts loans, makes real and financial investments in
investment-attractive objects, spends significant funds on advertising, reduces
the amount of receivables, increases capital turnover

Gradual
development

Determining the optimal level of the ratio of borrowed and own funds to
maintain the current solvency of the enterprise at the appropriate level,
increasing the level of profitability of products by reducing its cost,
increasing the turnover of working capital

—| Protective

|—>| Partial or complete curtailment of investment and innovation activities

—  Stabilizing

|_> Identification of problem areas and development of measures to eliminate
them. Determining the list of stabilization measures.

—| Anti-crisis

Optimal use of available resources, ensuring a stable reduction in the cost of
capital used, reducing receivables, reducing material costs, sale or lease of
unprofitable fixed assets, etc.

Fig. 3 — Types of corporate financial strategies

functioning and development, planning, systematization,
differentiation, flexibility, riskiness [9].

According to research, most scientists propose to
divide the criteria for evaluating financial strategy into two
groups: those that characterize its properties, and directly
the quality criteria. We understand that indicators of the
properties of corporate financial strategy are any features
that reflect its goals, purpose, content, methods of formation
and implementation, deadlines, composition of performers,
effectiveness, efficiency, adaptability, connection with
other strategies and activities. Quality criteria are indicators
that characterize the purposefulness, scientific validity,
prospects of corporate financial strategy [3].
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It is known that active corporative financial strategy
can’t be estimated by one generalized index. We think
such an estimation can be realized on the basis of obtained
results that are reflected in indexes of effective activity of
the enterprise (Fig. 4).

The evaluation of the selected performance criteria
should be carried out in a complex, as the proposed indicators
are interrelated and interdependent. Based on the results
of the evaluation, the financial strategy is accepted for
implementation or finalized according to the specified criteria.
To assess the advantages of one strategy over another (others)
and check how it is able to ensure the success of the enterprise,
it is recommended to use a system of criteria, table 2.
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Fig. 4 — Criteria for assessing the effectiveness of the formation and implementation of corporate financial strategy

Table 2 — Criteria for choosing the strategy of the enterprise
Criterion

Brief description

The strategy should be developed with knowledge and understanding of the two absolute poles
of an effective strategy: absolute irrationality (extreme pole) and extreme rationality (opposite pole)

The strategy should integrate the characteristics

Mental correctness

Situationality of a particular situation into key factors of future (strategic) success
The strategy should contain unique (different from existing) opportunities for future business success,
Uniqueness which will positively differentiate the company from its competitors and allow it to achieve

(competitive advantage) a stable competitive advantage. The greater the competitive advantage created by the strategy,

the more powerful and effective it is
The strategy must be able to translate changes in the external environment
of the enterprise into its strategic and tactical advantages
The strategy should ensure that the company's own strategic changes are consistent
with changes in the external environment

Future uncertainty
as a strategic opportunity
Flexible adequacy
(compliance)

The intensity
of the enterprise
The speed of achieving
competitive advantage

The strategy should be aimed at reducing the period of time to achieve financial
and strategic goals of the enterprise

The strategy should provide companies with the ability to "accelerate" and "ahead" of competitors

Mutual coherence The strategy should ensure compliance and coherence of all its components

Degree of risk The strategy should aim to reduce the likelihood of risk
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The criterion allows you to establish the compliance of
the strategy with certain characteristics. It should be noted
that all these characteristics are not alternative, but, on the
contrary, complementary and mutually reinforcing.

During analysis of the literature sources of strategy
development by some enterprises it is established that
in practice there are two interpretations of the strategy:
proclaimed and real. In our opinion, a real strategy is
a strategy that consists of the flow of new goods, services,
processes in which resources are invested. In this case, we
believe that if the values or criteria on which decisions on
investment priorities are based do not coincide with the
declared (planned) strategy (as it often appears in practice),
then the declared by the enterprise strategy and its actual
strategy are very different.

Conclusions

Thus, corporate financial strategy is an integral part
and an important element of the management system of the
enterprise, occupying a central place among its functional
strategies, determines the main directions of improving the
efficiency of its financial management and development of
financial relations with counterparties.

The quality of a corporate financial strategy directly
depends on the level of its soundness, as well as on the
completeness of consideration and assessment of the
factors on the basis of which it was developed. Financial
strategy plays an important role in the management system
of the enterprise, in particular:
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— ensures the implementation of financial goals of
economic development of the enterprise;

— realistically assesses the financial capabilities of
the enterprise, promotes the effective use of its financial
potential and active maneuvering of its financial resources;

— ensures the rapid realization of financial opportunities
that arise as a result of changes in environmental factors;

— takes into account all possible alternatives to the
development of uncontrolled environmental factors and
minimizes their negative consequences for the company;

— ensures consistency of the main elements of strategic
and operational management of financial activities of the
enterprise;

— determines the optimal ways of allocating scarce of
financial resources;

— forms the main criteria for evaluating the choice of
important management decisions to improve the efficiency
of financial activities.

Summing up the study of the essence, functions and
elemental structure of corporate financial strategy, it
can be argued that the development and implementation
of effective financial strategy is the basis for the exit of
domestic enterprises from the financial and economic
crisis. Note that the main properties of corporate financial
strategy are its effectiveness, adequacy, reliability, ability
to create and maintain long-term competitive advantages of
both financial resources and the enterprise as a whole, time
orientation, achievability due to the company’s potential to
its strategic capabilities.
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The Ease of Doing Business Index has been found to provide an objective
assessment of the business climate in the countries of the world in terms of the
simplicity of the most important administrative procedures for small and medium-
sized businesses. The Ease of Doing Business Index has been identified as an
annual World Bank study conducted since 2003 and provides objective information
for understanding and improving normative and legal regulation of entrepreneurial
activity. It is substantiated that the World Bank, in its turn, has developed a set of
indicators on the basis of which it evaluates the economic efficiency and quality of
the national economy from the standpoint of development of competitive business.
This ranking is a global investigation. It is accompanied by a rating of countries
around the world by indicator of creating favorable conditions for doing business in
each of them. The project assesses and monitors changes in regulations governing
the activities of small and medium-sized companies throughout their life cycle -
from creation to liquidation. There are 10 indicators of business regulation, which
take into account the time and cost of the entrepreneur’s compliance with state
requirements for registration of a new enterprise and its activities, conducting trade
operations, ensuring the implementation of contracts, taxation and liquidation of
the enterprise, which allows to determine the rating of business assistance. The
indicators are equilibrium. Such variables herewith are not taken into account
as macroeconomic policy, infrastructure quality, labor skills, exchange rate
fluctuations, investor opinion, security and corruption. The dynamics of Ukraine’s
place in the Doing Business ranking in 2012-2020 is analyzed. Proposals are made
to reduce significantly the number of payments, further increase Ukraine’s ratings
in the category Paying taxes.

NIJIBUIIEHHS PEUTUHITB EKOHOMIKH YKPATHH 3 YPAXYBAHHSAM
KOHKYPEHTOCITPOMOXHOCTI IIOJJATKOBOI CUCTEMH

Ouaeiinikona JL.I.

HHHY «Axademisn ginancosoeo ynpaeuintsy

Yxpaina, 01054, m. Kuis, éyn. O. I'onuapa, 46/48

Kuarwuogi ciioBa:

Petitunr, Kareropis
«OIOATKYBaHHS, 1HIUKATOPH,
KIJIBKICTh IUIATEXKIB, ITOAaTKOBA
ctaBka, CBITOBHUII OaHK,
pamXyBaHHSI, [I0IATKOBA CUCTEMA

BcranoBieHO, MO iHACKC JIETKOCTI BEACHHS 613Hecy (Ease of Domg Business
Index) mamae 06’ €KTUBHY OIIIHKY Ol3Hec-KiiMaTy B KpaiHax CBlTy 3 MOy
MPOCTOTH HAaHBaXKJIMBIIIKX JJIsl MAJIOTO 1 CEpeIHBOT0 O13HECY aJIMiHICTPaTUBHUX
nporeayp. Bu3HaueHO, IO IHAEKC JIETKOCTI BEOCHHS Oi3HeCy — IIOpidHE
mociikeHHs Tpynu CBiToBOro 0aHKy, mo pospaxoByeTbes 3 2003 p. i mae
00’ekTuBHY iH(OpMaIi0 JUIsi PO3YMIHHS 1 BIOCKOHAJICHHS HOPMAaTHUBHO-
MPaBOBOTO  PEryJIOBaHHS IiJIPUEMHHUIBKOT  JisuibHOCTI. OOrpyHTOBaHO,
10 CBITOBWI OaHK, y CBOIO Yepry, po3poOuB Halip IHAWKATOPIB, HA IiJACTaBi
AKUX 3AIMCHIOE OIIHKY E€KOHOMIYHOi €(EeKTHBHOCTI Ta SIKICTh CEpeIOBHUIIA
HaIliOHAIbHOT EKOHOMIKH 3 ITO3HUIIIT PO3BUTKY KOHKYPEHTOCIPOMOKHOTO Oi3HECY.
Leit pedituHr siBisie coOoro miobanbHE mocmiukeHHs. Moro cynpoBomxye
PEHTHHT KpaiH CBITY 33 MOKA3HUKOM CTBOPCHHS B KOXKHIH 13 HHX CHPHATIMBIX
YMOB BeJIeHHsI Oi3Hecy. B Mexkax MpoeKTy OMiHIOIOTECS i BIACTEKYIOTECS 3MIHH
HOPMATHBHO-TIPABOBHX aKTiB, KOTPi PEry/IiOl0Th JisIBbHICTh MAIKNX 1 CepeaHix
KOMIIaHi} IPOTATOM YChOTO TX JKUTTEBOTO LIUKJITY — BiJl CTBOPEHHS JI0 JIIKB1IaIlil.
Buoxpemieno 10 iHIuKaTopiB perymoBaHHs MiANPHEMHHUIBKOL IiSUTBHOCTI, SIKi
BpPaxXOBYIOTh 9ac 1 BapTICTh BUKOHAHHS MiAMPUEMIIEM BHUMOT JEpiKaBH IIOI0
peecTparltii HOBOTO MiAIPUEMCTBA 1 HOTO MiSTIBHOCTI, IPOBEACHHS TOPTOBEIbHUX
ormeparliii, 3a0¢3MeUYCHHsT BUKOHAHHS KOHTPAKTIB, OTIOAATKyBaHHs U JIIKBimarii
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MIAMPAEMCTBA, IO JO3BOJSE BU3HAYUTH PSUTHHT CIPUSHHS BEJCHHS Oi3HECY.
Innukaropu € piBHOBaXHUMH. [IpH 1IbOMy HE BpPaxXOBYIOTHCS Taki 3MiHHI, SIK
MaKpOEKOHOMIYHA IOJIITHKA, SKICTh 1H(pacTpykTypH, KBamidikamis podouoi
CWJIM, KOJIMBAHHS BAIOTHHX KYypCiB, JyMKH IHBECTOpiB, Oe3lneka W piBeHb
xopymii. [IpoananizoBaHO AWHAMIKY 3MiHU Miclg YKpaiHu B pedtuHry Doing
Business y 2012-2020 pp. Breceno mpomno3umii moao CyTTEBOTO 3MEHIICHHS
KUIBKOCTI IJIATEXKIB, MOAAIBIIOTO MiABUIICHHS PCHTHHTIB YKpalHu B KaTeropii

«OIOAATKYBAaHHS.

Analysis of recent researches and publications

The impact of globalization on the change of the above
mentioned competencies has led to the emergence of
«hypercompetition» —a new economic category introduced
by R. D’Aveni, who believes that hypercompetition is
a «specific environment characterized by intense and
rapid competitive activities in which participants need to
quickly respond to generate new competitive advantages
and at the same time reduce the advantages of their
competitors» [1, p. 218]. Hypercompetition defines the
next level of competition, which is based on innovation,
technologies, information and human capital, which are
constantly changing the competences of relations in the
global environment.

Therefore, in order to increase the competitiveness of the
tax system, the works of domestic financiers are analyzed,
who study the problematic issues of ensuring a high
level of rating of countries in the category of «taxationy,
namely the works of Bigun U.V. [8], Boiko O.V. [8],
Herasymenko A.V. [2], Efymenko T.I. [3; 4; 5],
Kelichavyi A.V. [6], Kucher A.V. [7], Sych EM. [8],
Kharchuk T.V. [9].

The purpose of the article

Make proposals based on in-depth analysis for
significant reduction in the number of payments, further
increase of Ukraine’s ratings in the category Paying taxes.

Presentation of the main material

In the final rating «Ease of Doing Business» countries
are ranked by the promotion for doing business. The
country’s high position means that its regulatory climate has
a positive effect on doing business. The level of assistance
is the average index of the country on 9 indicators, each of
which has equal value.

Main indicators are: Starting a Business, Dealing
with Construction Permits, Registering Property, Getting
Credits, Protecting Minority Investors, Paying Taxes,
Trading across Borders, Getting Electricity, Enforcing
Contracts, Resolving Insolvency.

According to the World Bank methodology, three
indicators are used to assess the administrative and tax
burden on business entities:

— number of payments per year;

— time spent on tax reporting and payment of basic
taxes;

— total tax and contribution rate (% of profit).

Each of the indicators by 1/3 affects the country’s
place in the rating Ease of Doing Business, so it is equally
important in the formation of the overall rating in the
category of «taxation».
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It is worth noting that when compiling the rating there
is a certain time lag of the period of its publication and the
statistics on which it is calculated. Thus, the rating «Doing
Business — 2011» did not take into account the reforms
implementedin2010-2011. To compile it the period from June
2009 to June 2010 was used — the initial stage of reforming
the tax system. The rating «Doing Business — 2015» was
formed on the basis of data for June 2013 — June 2014. Thus,
the rating takes into account the reforms implemented in the
countries with a time lag of 1.5 years.

According to the generalized assessment of the World
Bank, in the rating «Doing Business — 2015» Ukraine
ranked 96" out of 189 countries, which is 16 points higher
than in the previous report (in 2014—112% place), while in
the 2020 report it is 64" place. The Doing Business 2020
rating is more indicative in terms of assessing the reforms
implemented in Ukraine than the ratings of previous
years than, for example, the 2013—2015 data, as it already
includes major changes introduced in the last six years due
to improvements in Ukraine’s Tax Code and active work to
prevent the erosion of the tax base and the profits shifting
under the BEPS Action Plan.

This increase in the overall rating of «Ease of Doing
Business» of Ukraine was due to an raise in positions in
such categories as:

— starting a Business (from the 76" — in 2015 to the
61 —in 2020);

— dealing with Construction Permits (from the 70" — in
2015 to the 20" — in 2020);

— getting Electricity (from 185%in 2015 to 128" in 2020);

— protecting Minority Investors (from 109" place in
2015 to 45™ in 2020);

— trading across Borders (from 154" place in 2015 to
74™ in 2020);

— paying Taxes (from 108" place in 2015 to 65" in 2020).

Analyzing the dynamics of change in Ukraine’s place
in the Doing Business ranking in 2012-2020, we can note
the presence of positive changes. There was a significant
increase in Ukraine’s ratings not only in the category
Paying Taxes, but in almost all categories, but in 2020 there
is a slight deterioration in indicators such as Registering
Property and Getting Credits, as well as indicators
Enforcing Contracts, Resolving Insolvency (Table 1).

The country regained its lost position in the rankings
after the crisis, improving its indexes as a result of reforms
in three areas of enterprise regulation. However, despite
this rise, Ukraine still loses to many countries compared,
and, for example, some changes in Belarus and Kazakhstan
were included in the list of world best practices for the year.
Ukraine’s relatively strong positions are in Starting a Business,
Dealing with Construction Permits, Registering Property and
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Table 1 — Ukraine's place in the Doing Business ranking

Business | Business | Business | Business | Business | Business | Business | Business | Business
Rangby cagores | T30E | T | g | rang | e | v | raing | i | e
(183) (185) (189) (189) (189) (190) (190) (190) (190)
Overall rating 152 137 112 96 83 80 76 71 64
Starting a Business 112 50 47 76 30 20 52 56 61
Dealing with Construction Permits 180 183 41 70 140 140 35 30 20
Getting Electricity 169 166 172 185 137 130 128 135 128
Registering Property 166 149 97 59 61 63 64 63 61
Getting Credits 24 23 13 17 19 20 29 32 37
Protecting Minority Investors 111 117 128 109 88 70 81 72 45
Paying Taxes: 181 165 164 108 107 84 43 54 65
— number of payments 135 28 28 5 5 5 5 5 5
— time spent (hours) 657 491 390 350 350 355,5 327,5 327,5 328
— total tax and contribution rate,
(% of profit) 57,1 55,4 54,9 52,9 52,2 51,9 37,8 41,7 452
Trading across Borders 140 145 148 154 109 115 119 78 74
Enforcing Contracts 44 42 45 43 98 81 82 57 63
Resolving Insolvency 156 157 162 142 14 150 149 145 146

Source: compiled according to: [11, p. 142; 12, p. 202; 13, p. 232; 14, p. 226; 15, p. 242; 16, p. 247; 17, p. 201; 18, p. 211; 19]

Enforcing Contracts. At the same time, the main problem Data of Table 2 show that in the European Union
areas that complicate the development of business in Ukraine  countries the total number of payments varies from 8 units
are Getting Electricity (128th place), Trading across Borders  to 16 units in Cyprus with total time spent on tax payments
(74th place), Resolving Insolvency (146th place) [10]. from 50 hours in Estonia until 334 hours in Poland. It

Table 2 — Ratings of countries by category Paying Taxes in 2020

. . Evaluation criteria (indicators)
Countr Place in the ranking Total number of Total ti t, | Total tax and contribution
y (among 190 countries) otal number o otal time spent, otal tax and contributio
payments, per year hours rate, (%o of profit)
Countries EU-10
Estonia 12 8 50 47,8
Cyprus 29 16 120 22,4
Latvia 16 7 169 38,1
Lithuania 18 10 95 42,6
Poland 77 7 334 40,8
Slovakia 55 8 192 49,7
Slovenia 45 10 233 31,0
Hungary 56 11 277 37,9
Czech Republic 53 8 230 46,1
Malta 78 8 139 44,0
Countries of Europe and Central Asia
Azerbaijan 40 9 159 40,7
Belarus 99 7 170 53,3
Armenia 52 15 264 22,6
Georgia 14 5 216 9,9
Kazakhstan 64 10 186 28,4
Moldova 33 10 183 38,7
Russian Federation 58 9 159 46,2
Tajikistan 139 7 224 67,3
Uzbekistan 69 9 181 31,6
Ukraine 65 5 328 45,2
Countries of Asia
Taiwan, China 39 11 221 36,8
India 15 11 252 49,7
Republic of Korea 21 12 174 33,2
Singapore 2 5 64 21

Source: compiled according to: [20, p. 37-40; 21, p. 37-40; 22, p. 37-40; 23, p. 37-40]
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should be noted that the total tax rate 49.7 in Slovakia is
higher than the average index for Europe and Central Asia
and higher than the average index for contries of OECD
(41.3%), which is a signal for further improvement of
Ukraine’s tax system in terms of tax rates of basic taxes
and fees.

Ukraine’s rating in the category Paying Taxes in
2011-2015 has a stable positive dynamics both as a whole
and by individual indicators. This is mainly due to the
adoption of the Tax Code of Ukraine (hereinafter — TCU)
in 2011, which was reflected in the rating indicators in
2013 (according to the methodology of the World Bank),
as well as further improvement of its norms and rules of
taxation, positive changes in administration, introduction
of electronic services and reporting.

The positive impact of the implementation of the TCU is
confirmed by the forecast of rating indicators for the category
of taxation, made by us in the study of the impact of this
event on economic entities and international assessment.

Conclusions

A further increase in Ukraine’s ratings in the
category Paying Taxes is expected. The prerequisite for

ISSN Print 2414-0287
ISSN Online 2707-8426

this is the implementation of such positive steps in the
system of administration of taxes, fees and mandatory
payments, as:

— introduction of a risk-oriented control system into the
practical plane, which affected the number of inspections
and the quality of payer selection;

— establishment of a system of automatic VAT refund
and registration of tax invoices;

— possibility for payers to submit remotely the reports
on individual taxes (VAT, income tax);

— opening of payer service centers in all regions of
Ukraine;

— perfectibility of the electronic service for the
provision of electronic services to taxpayers — «Electronic
Cabinet of Taxpayers», including for individuals and
individual entrepreneurs; which with the help of a special
access tool (for example, an electronic card of the payer)
with the use of electronic-digital signature allows to work
with the tax authorities in real time to a wide range of
taxpayers, etc.

These steps improve qualitatively control, simplify
administrative procedures and are positively perceived by
taxpayers.
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This article defines the classification of financial risks of an insurance company in
the conditions of functioning of the Ukrainian market of insurance products and
gives a list of appropriate methods for each type of risk. Dedicated definition of
«risk management». Specific risk management tasks for insurance companies are
highlighted. Methods of managing and minimizing risks of insurance companies
are described. Methods of compensation of financial risks of insurance companies
are investigated. Possible causes of such risks have been identified. The factors
of the financial crisis in the insurance company are indicated. Analyzed models
for assessing the bankruptcy of insurance companies, namely: Ukrainian models
or those models that take into account the specifics of enterprises in Ukraine and
models that should be used in analyzing the activities of the insurance company,
taking into account its financial statements. The models of bankruptcy risk
assessment — Tereshchenko’s model and Zaytseva’s model, as models that take
into account the specifics of the functioning of Ukrainian enterprises, are designed
either for the Ukrainian market or for the entire post-Soviet space. A comprehensive
analysis of the formulas for analyzing the possibility of bankruptcy of enterprises
and identified those that are correct for use with the reporting of insurance
companies operating in the market of insurance services in Ukraine. It is noted that
among the methods of eliminating the risks inherent in the insurance company,
we can highlight the following: risk limitation; risk distribution; reservation of
funds; collecting information on future events and results. It is investigated that
to minimize the existing financial risks, which cannot be completely eliminated in
the insurance company, such methods are used as risk avoidance; risk localization.

METO/10J0T IS OIIHKHA ®THAHCOBUX PU3HUKIB CTPAXOBUX KOMITAHINA YKPATHH

le6auxina 1.0O., *Ile6aukina 3.B., lannjosa O.A.

3anopizvkuii HayionanibHull yHigepcumem

Yxpaina, 69600, m. 3anopidicorcs, eyn. JKykoscvroeo, 66
*Menimononbcovkuil depoicasHuil nedazo2iunuil yHisepcumem imerni b. XuenvHuybkoeo
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KurouoBi cioBa:

PHU3HK, CTpaxoBa KOMITaHis,
(inaHcoBuil pu3nK, GpiHAHCOBHUI
cTaH, (hiHaHCOBI KoedilieHTH,
CTIHKICTb, TUBepcHDIKaLlis,
GaaHc, TiSITBHICTD Cy0’ €KTIB
rOCIIO/IapIOBAHHS
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VYV namiii crarti BH3Ha4YeHa Kiacu(ikaris (iHAHCOBUX PH3UKIB CTPaxoOBOi
KOMITaHil B yMOBaX (pyHKI[IOHYBaHHS YKPaiHCHKOTO PUHKY CTPaXOBHX MPOIYKTiB
Ta TPHUBEICHUN TMEpPEeNiK BIAMOBITHUX METOMIB 32 KOKHHUM BHIOM PH3UKY.
Bupinene BU3HAYSHHS TOHSTTS «PU3WK MEHEKMEHT». BumineHo crnenmdivHi
3aBIaHHs YNPaBIiHHI PU3MKAMM JIUIs CTPaxoBHX KommaHiil. Oxapakrepu3oBaHi
METOAM YIPABJIiHHS Ta MiHIMi3alii pU3MKIB CTpaXxoBUX KommaHii. JlociimkeHo
METOAM KOMIeHcalii (iHAaHCOBMX pPHM3MKIB CTPAaXOBHX KOMIIaHid. Busieni
MOXXJIMBI NPUYMHHM HACTAaHHS TaKMX PHU3MKIB. 3a3HAUCHO UYMHHUKK HACTAHHS
(inancoBoi Kpu3u y crpaxoBiii komnanii. IIpoaHanmizoBaHi Mopeneil OLIHKH
HacTaHHs1 OAHKPYTCTBA CTPAaXOBHX KOMIIAHIM, a came: yKpaiHChbKi Mozesi abo Ti
MOIei, 1110 BPaxoBYIOTh crienn(iky (QyHKIIIOHYBaHHS MiIIPHEMCTB HAa TEPUTOPIi
VYkpaiHu Ta Momeni, SKi JOIIFHO BHKOPHCTOBYBATH IPH aHANi3i isSUTBHOCTI
CTPaxoBOi KOMIaHii, 3 ypaXyBaHHSIM OCOONWBOCTEH Ii (piHAHCOBOI 3BITHOCTI.
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Jocnimkeri Moziei OIiHKY PH3HUKIB HACTaHHS OaHKPYTCTBA — MOJIEIh TepereHko
1 Momenp 3aifieBoi, SIK MOJeNel, 0 BPaXxOBYIOTh Crenu(iKy (YHKIIIOHyBaHHS
YKpaiHCBKUX TIATIPHEMCTB, PO3paxoBaHi a00 caMme Ha YKpaiHCHKUN pHHOK, a00 Ha
BECh MMOCTPAAIHCHKUH mpocTip. [IpoBemeHo KoMIUIeKCHUH aHami3 popmyn aHami3y
MOKJIMBOCTI OaHKPYTCTBA MiAMPUEMCTB 1 BUIUICHO Ti, MO0 € KOPEKTHUMH IS
BUKOPUCTaHHS 31 3BITHICTIO CTPaXxOBUX KOMIaHIiH, sIKi (yHKIIOHYIOTh HA PHHKY
CTpaxXoBHUX NOCIYT YKpaiHH. 3a3HaYEHO, 110 Cepe]] METOIIB YCYHEHHSI pH3HKIB, sKi
NpUTaMaHHI CTPaXOBill KOMITaHil, MOYXHa BUOKPEMHUTH TaKi: JIIMITyBaHHSI PU3HKIB;
PO3MOIIIT PU3KKY; pe3epBYBaHHS KOIITIB; 301p iH(popMaii 1010 MaiOyTHIX moain
Ta pe3yabratiB. JloCmimpKeHo, o s MiHiMi3alii HassBHUX (PIHAHCOBHUX PUBHKIB,
SIKI HEMOXITMBO TIOBHICTIO YCYHYTH y CTPaxoBiil KOMITIaHii, 3aCTOCOBYIOTbCS TaKi
METOJIH, SIK YXHUJICHHS BiJl PH3UKIB; JIOKAIi3allisl pU3HKIB.

Statement of the problem

Unlike ordinary companies, insurance companies,
firstly, have financial risks associated with the operation
and operation of the enterprise as an independent entity,
and secondly, the insurance company has accepted risks,
namely the risks taken to service specific risks (portfolio of
risks) from individuals and legal entities and risks accepted
for reinsurance from other insurance companies, insurance
companies and associations. Preventing the risks of the
insurance company is not only an effective way to manage
the company’s activities, but also the direct operational
activities, the purpose of the enterprise. Thus, for this type
of financial entities, the economic problem covered in this
course work is very relevant and has the highest practical
significance.

Analysis of recent studies and publications

Financial market activities are always associated with
certain risks. Financial risks can be related to the activities
of the entity, as well as may exist objectively, regardless of
the entity’s wishes and arise due to changes in the economy
(for example, due to cyclical economic development,
government fiscal and monetary policy measures, etc.). In
this regard, the problems of minimizing financial risks, the
causes and factors of their occurrence are devoted to the
work of such scientists as: Tkachenko A.M., Yakos L.S.,
Ponomarenko T.V., Gerasimova 1.Y., Tereshchenko O.O.,
Zhikhor O.B., Balyasna Yu. S., Ryasnykh E.G. etc. Despite
the significant contribution of these scientists, it should
be noted the need for further research on the assessment
of financial risks that arise in the course of insurance
companies.

Objectives of the article

The purpose of the article is to analyze the financial
risks of business entities — insurance companies, as well
as possible ways to control and overcome these risks with
a preliminary study of the correct methods of assessment
and control, to find possible ways to improve existing risk
management measures.

The main material of the research

For integrated financial risk management, an entity, in
our case an insurance company, must properly assess all
risks present in the enterprise, identify target risks that need
to be eliminated (provided that these risks are completely

eliminated) or containment (provided that the risks
cannot be eliminated permanently). To properly analyze
the financial risks of the entity must adhere to a clearly
defined regulatory sequence, namely: identify the causes of
fluctuations in the amount of specific risk studied, analyze
the identified factors, assess financial performance related
to this type of risk, set the maximum allowable level for of
the studied risk, to analyze individual, targeted operations
of the entity under the conditions of the selected maximum
allowable level of risk and, as a last point, to develop or
improve existing measures to reduce risks [1].

Analysis of the financial condition of enterprises, in
particular insurance companies, is formed by four main
methods: vertical, horizontal, trend and ratio. Several
methods can be used in one analysis table.

According to the general classification of risk analysis
methods, financial risk analysis methods are divided into
qualitative and quantitative analysis, which in turn is
divided into economic-statistical, calculation-analytical,
expert and analog. variations and others. The difference
between these methods should also be noted. In turn,
the calculation and analytical methods of calculating the
financial risks of the entity are the most common, as they
are simplified for general understanding, developed and
derived to universal formulas and operate simple economic
concepts. This method includes: analysis of the stability of
the enterprise, cost recovery and break-even analysis.

The normative method is a set of basic financial ratios.
A positive feature of this method is the convenience and
simple technology of calculating the coefficients by
this method. The presence of risk of financial stability
is determined by the coefficients: solvency, debt,
autonomy, financial stability, financial leverage and self-
sufficiency [2]. To assess the availability of credit and
internal solvency risks of the insurance company, the
following ratios are used: total liquidity, term liquidity,
absolute liquidity and maneuverability of own funds.
Currency risk is studied by observing the dynamics of
fluctuations in foreign exchange rates, provided that the
company has some financial settlements in currencies other
than national, may also purchase equipment, etc. [1; 3].

Currency risk is studied by observing the dynamics of
fluctuations in foreign exchange rates, provided that the
company has some financial settlements in currencies other
than national, it is also possible to purchase equipment and
so on. Almost the same can be said about interest rate,
price and tax risks. As these are external risks, we can only
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observe fluctuations in interest rates, tax and fee rates and
overall pricing in the insurance market and minimize losses
from sharp fluctuations in these indicators by providing
sufficient reserves.

The financial management of the entity is the driving
force behind the life and development of the enterprise. In
turn, one of the most important elements of this process is
the management of financial risks, which is ensured by the
development and implementation of a model of control and
management of existing (characteristic) financial risks at
the enterprise. Such control is separated into the functional
and organizational unit of financial management. Also in
the economic literature it is often distinguished as «risk
management» (Risk Management).

The system of methods and measures for risk
management and control is mainly internal methods. It
is the internal mechanisms of control and elimination
of financial risks that are the system of reducing the
negative consequences that are inherent and have been
identified in the enterprise. Internal minimization measures
address almost all possible risks (full risk-portfolio). The
appropriate use of internal mechanisms is due to the great
flexibility and speed in the adoption, implementation
and implementation of anti-risk measures perspective
risks, decision-making is determined by the specifics of
the studied enterprise, its financial capabilities, market
position, structural organization, and its implementation is
more efficient and appropriate [4].

The main task of the management staff of the enterprise
after identifying existing financial risks is prompt and
effective elimination (or minimization, in the absence of
the possibility of complete elimination). The following
methods can help to eliminate risks: insurance, limitation,
risk allocation, diversification, provisioning of funds
(formation of trust funds) in favor of unforeseen costs,
as well as gathering information about future choices and
its results.

Insurance is one of the most common methods of
managing financial risks for businesses (in countries where
the insurance system operates), but at the same time this
type of insurance is more complex and problematic due
to the process of its organization. According to the Law
of Ukraine «On Insurancey, this type of insurance refers
to voluntary insurance, as well as property [5]. However,
despite the distribution of characteristics, the legislation
does not have a clear definition of «financial risks». The
maximum allowable limit on possible costs in the event of
a risk outcome.
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A method such as diversification is to reduce risks,
including financial, by allocating cash between this risk
and other risks that are less likely to occur or less costly
if incurred. Reservation as a method of controlling and
eliminating financial risks accumulation of a certain
calculated amount of money, which is purposefully
accumulated to cover possible risks and in case of a certain
risk, a certain amount of money from this reserve fund
is spent to cover these costs. in comparison with other
methods listed above and is mostly subjective.

In turn, slightly different methods are used to minimize
the financial risks of business entities (Table 1).

If the occurrence of adverse financial events (financial
risks) within the entity cannot be overcome or reduced for
the most part for the occurrence of a favorable situation
for further operational activities, the so-called methods of
compensation of financial risks are used, namely:

- creation of mutual support and assistance funds or
associations between autonomous divisions of companies
or partner companies;

- reservation of a share of free financial assets of
the enterprise to provide a «financial cushion» or self-
insurance in case of need;

- fight against industrial and economic espionage,
sabotage;

- introduction of a system of fines and incentives for
operational actions to overcome cases of occurrence or
prevention of financial risks;

- extraordinary issue of preferred shares (additional
financing);

- implementation or improvement of the strategic
planning process, revision and redistribution of plans
based on previous mistakes;

- development of a new or improvement of the existing
marketing system;

- lobbying for state bills to protect business from
certain types of risks, support small, medium and large
businesses in conditions of uncertainty and the presence
of large risks [8].

In case of imperfect management of the insurance
company, there may be a threat of bankruptcy, which may
lead to the complete closure of the insurance company.

The factors of the financial crisis in the insurance
company include: incorrectly performed actuarial
calculations; errors in the calculation of acceptable risks
for reinsurance; risky ways of investing temporarily
free funds owned by the insurance company or accepted
for temporary maintenance; formation of reserves in

Table 1 — Methods of minimizing risks in financial management

Method

Characteristic

Risk dissipation

Carried out by diversifying the activities of the enterprise.

Avoidance of risks

Refusal to cooperate with unreliable partners, refusal to work on risky projects, search for guarantors.

Risk localization

Demarcation of the system of rights and responsibilities so that the consequences of risk situations
do not affect the implementation of management decisions.

S . .| of borrowed funds in business;
Minimize risks or keep risk

within acceptable limits

— determining the minimum size of highly liquid assets of the enterprise, setting the maximum amount

— limiting the concentration of risks;
— obtaining certain guarantees from counterparties in the provision of commercial loans and borrowings;
setting the maximum amount of a deposit placed in one bank.
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insufficient quantities to ensure the stability of the insurance
company; the presence of an unbalanced insurance
portfolio, which will further stimulate increased risks;
incurring significant losses on insurance and investment
activities of the company. All these factors increase the
insurance company’s losses or disrupt its balance sheet
structure in such a way that the company will gradually
lose its competitiveness and solvency until the moment of
complete bankruptcy.

Due to the special specifics of the operation of the
company under study, among all the models for assessing
the onset of bankruptcy, we need to highlight:

- namely Ukrainian models or those that take into
account the specifics of the operation of enterprises in
Ukraine;

- models that should be used in the analysis of the
insurance company, the features of its financial statements.

After analyzing the existing models for assessing the
risks of bankruptcy (both domestic and generally accepted
foreign) can be identified as appropriate to use in this
case, the following models: Tereshchenko model [7]
and Zaitseva model [8]. These models take into account
the specifics of the functioning of Ukrainian enterprises,
designed either for the Ukrainian market or for the entire
post-Soviet space.

Regarding Tereshchenko’s model, it should be noted
that it is based on analytical data of the national economy
taking into account the industry affiliation and structure of
enterprises, industry reference values of coefficients in the
model allows to identify crises in enterprises in various
sectors of the national economy. But despite the fact that
this model is the most popular for use in Ukraine, it has
several negative features: it shows the exclusive presence or
absence of a crisis in the company relative to the calculated
financial indicators, which makes it impossible to diagnose
early pre-crisis phenomena. integrated indicator from —
0,9 to 0,9 does not provide high accuracy in assessing the
financial condition of the enterprise.

Model Tereshchenko O.O. is determined by the
formula:

Z=1,5X,+0,08X, + 10X, + 5X, + 03X, + 0,1.X, (1)

where X, is the ratio of cash receipts to liabilities; X, — the
ratio of balance sheet currency to liabilities; X, — the ratio
of net income to the average annual amount of assets;
X,—theratio of profit to revenue; X, —the ratio of inventories
to revenue; X, — the ratio of revenue to fixed capital.

The obtained values of Z can be integrated as follows:
Z > 2 — the company is financially stable and it is not
threatened with bankruptcy; 1 < Z < 2 — the company has
disturbed the financial balance (financial stability), but it
is not threatened with bankruptcy if the transition to crisis
management; 0 < Z < 1 — the company is threatened with
bankruptcy if it does not take remedial action; Z < 0 — the
company is semi-bankrupt.

Zaitseva’s model has the advantage that it is easy to
calculate and also suitable for use by companies that are
not issuers of securities or have stopped issuing new ones
for a long time. Also, the condition for using this model is
that it is relevant for companies that are already in a state
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of crisis. In many publications, this feature of this model is
described as its disadvantage, but in the case of this study it
will be appropriate. Zaitseva’s model for assessing the risk
of bankruptcy of the enterprise is as follows:

K=0,25X +0,1X,+0,2X, + 0,25X, + 0,1X, + 0,1.X,, (2)
where X, — Coop (loss ratio of the enterprise, characterized
by the ratio of net loss to equity); X, — Kz (ratio of accounts
payable and receivable); X, — Ks (ratio of short-term
liabilities and most liquid assets, this ratio is the inverse
of the absolute liquidity ratio); X, — Chickens (loss of
sales of products, characterized by the ratio of net loss to
sales of these products); X, — CFL (financial leverage ratio
(financial risk) — the ratio of borrowed capital (long-term
and short-term liabilities) to own sources of financing);
X, — Kzag (asset load factor as a value inverse of the asset
turnover ratio, — the ratio of total assets of the enterprise
(balance sheet currency) to revenue).

To determine the probability of bankruptcy, it is
necessary to compare the actual value (Kfacf) with the
normative value (Kn), which is calculated by the following
formula:

Kn=025x0+0,1 x1+02x7+
+0,25x0+0,1x0,7+0,1 xX. 3)

If the actual coefficient is higher than the normative
(Kfact > Kn), then the probability of bankruptcy is
extremely high, and if less, the probability of bankruptcy
is negligible.

All other domestic models (such as the model of the
Ministry of Finance of Ukraine, IDEA) and foreign models
can’t be used due to lack of data required for the calculation
or incorrectness of these calculations due to the specifics of
some indicators of the insurance company.

Conclusions

Financial risks are present in all companies that
have their own financial structure, budget, income and
expenses — this is an integral part of their economic
activity. But despite the presence of such a factor as risk,
all still have some inequality in the formation and amount
of financial risks available to enterprises. Such inequality
is formed due to many factors, but the fundamental and
cardinal is the specifics of the sphere of work of enterprises.

Regarding the methods of eliminating the risks inherent
in the insurance company, we can highlight:

— risk limitation, at this enterprise, as well as at all
other insurance companies, the general limit on quantity
of risks in service (both in quantitative, and in monetary
terms), and also a limit of the maximum admissible volume
of an insurance portfolio (and each risk) is established.
separately), which can be accepted from one client);

— risk allocation (this term can be understood as
a common practice for insurance, namely reinsurance —
providing part (the difference between the amount of
risk and the limit that can take on the processing of the
insurance company) taken for insurance risk to another
insurance company to share responsibility for this risk in
the event of an insured event);

— reservation of funds (is also a common and mandatory
method of eliminating financial risks in insurance activities;
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is to create a reserve fund, the money from which will be
used in the event of an excessive number of insured events);

— the process of forming forecasts for future trends in
the occurrence of insured events, which serves as a basis
for further application of methods of limitation and
reservation).

The following methods are also used to minimize
the existing financial risks that cannot be completely
eliminated at the enterprise:

— risk avoidance (this refers to the stage of consideration
of clients’ applications for acceptance of their risks for
processing by the insurance company. At this point the
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company assesses the client’s risks in detail and decides
whether it is appropriate to accept such risk, whether it
will be possible in the event of an insured event and then
provides the result to the client in the form of consent or
evasion of acceptance for processing of this risk);

— localization of risks (choosing the maximum
amount of coverage that the company can pay (in terms
of processing the risk) or lose (in case of risk from the
activities of the enterprise itself), each maximum amount
of payments is calculated for each risk separately After
choosing the maximum amount of payments, the company
has no right to exceed it).
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In our world, every system involves the formation of something new. This applies
to business, social norms, management and socio-economic processes in general.
Management in the economic system plays a very important role, but perhaps the
personnel management is the most important of these components. Risks that arise
both in starting your own business and in creating ideal competition in the labor
market should be analyzed and predicted by a management specialist. Modern
personnel management systems involve the choice of their own behavior according
to the team. It depends on the tasks of the enterprise, as well as on the nature
of the businessman. There are currently four main patterns of behavior: liberal,
totalitarian, democratic, and authoritarian. The article analyzes the behavior of
professionals who start their own business. Then, at the very beginning of the
case, first individual and then collective responsibility is formed. The results
of this study can be used as for attracting new management decisions to create
a more competitive business, as well as for increasing employee productivity and
reducing the negative consequences that could result from the wrong approach
to employees, and also the fact that there are still Soviet or outdated methods of
improving work.
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Yrpaina, 69600, m. 3anopisicorcs, eyn. Kykoscvrozo, 66

Kurouosi cioBa:
YIpaBITiHHS, €EKOHOMIKA,
MapKeTHHT, JTibepaabHui
THII, TOTAJIITApHA MOJIEIIb,
JIEeMOKpaTHyiHa CHCTEMA,
aBTOpHUTApHA CHCTEMa, eTaru
YTIPaBIIIHHS IEPCOHAIIOM,
koy4uHr, cucteMa SMART

BcranoBneHo, 1110 yIpaBIliHHS B CHCTEMi €KOHOMIKH BiJIITPAE Ty’Ke BaXKIIMBY POJIb,
aJie MOKJIMBO, HAai{BK/TUBIIIMM i3 IIUM KOMITOHEHTIB € YIPaBIiHHS [IEPCOHAIIOM.
JloBeneHo, MO PU3UKH, SKi MOCTAIOTh 1 IPHU YTBOPEHHI BIacHOTO Oi3HEcY, 1 mph
CTBOPCHHI iJ€alhbHOI KOHKYPEHIli Ha pPHHKY TIpari IOTpiOHO aHami3yBaTu
1 TIPOTHO3YBAaTH CIIELiaNicT 3 yNpaBliHHA. BH3HaueHO, IO CydYacHI CHCTEMHU
VOPaBIiHHSA TEPCOHAJIOM IependadaroTh BHOIp BIACHOI MOBEMIHKH 3TiIHO
kosiekTuBy. lle 3anexuTh Bi 3aBJaHb HIINPUEMCTBA, a TAKOXK BiJl Xapakrepy
Oi3Hecmena. HuHI icHye 4OTMpHM OCHOBHHX MOJEJi MOBEAIHKH: JiOepasbHa,
TOTaJIITApHA, IEMOKPAaTHYHA 1 aBTOpUTAapHA. Y CTATTI IIPpOaHalli30BaHa MMOBEIHKa
CHELIaJIICTIB, SKI TOYMHAIOTH CBOIO CIpaBy. Toji, BXXKE Ha caMOMy 3apOJKEHHI
CIpaBH — YTBOPIOETHCS CHOYATKy IHAMBIAyadbHA, a TOTIM KOJIEKTHBHA
BiIOBiNAbHICTh. UM OLITBIIIE MIAMPHUEMCTBO, THM OULIBII KOPCTKY MOBEIIHKY
00MparoTh U YIPABIIHHS IAIPUEMCTBOM Ta aJalTHBHOI Bepcii KOXKHOI i3
MOJIeITeH 1 Ha IPUKITaJi TpoaHalli3yBaTH Ta MPOTHO3YBATH IOUITHHICTE CTBOPCHHS
HOBHX METOMIB 1 mifgcucTeM. Pe3ymbraTé TaHOTO IOCTIIKEHHS MOXYTh OyTH
BUKOPHCTAHI, K 3aJIy9eHHS HOBHX YIPABIIHCHKUX DPIIICHb 3 METOI0 CTBOPCHHS
ORI KOHKYPEHTHOI CIIPaBH, a TAKOK 301TBIIICHHS POYKTUBHOCTI IPAI[iBHUKIB
Ta 3MEHIIEHHs HeraTMBHUX HACIIJKIB, 0 MOIIO CIIPUYMHUTHCH HENPABUILHUM
MIXOMOM JI0 CIIBPOOITHHKIB, & TAKOK T€, IO 3AJUIIMIKCH IIE PaaSHChKI abo
3acTapiyii METO/IN MOKPAILEHHS! pOOOTH.
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Formulation of the problem

More and more companies are looking for such
specialists. But the main problem is and remains that
every issue is viewed through the prism of criticism and
uncertainty. Even from the point of view of politics, we
can say that whoever is the ruler of our state, the people
are always dissatisfied. The consciousness of the majority
of Ukrainians is focused on the fact that the President
of Ukraine must be an ideal person, without flaws and
shortcomings, and always do his job perfectly, even without
claiming a high salary. But in modern realities there is no
such standard. A real good manager made mistakes and
learned from them. But there are those who have already
learned this. And such managers, as a rule, already have
their own capital and a working business that brings good
profits. The consciousness of our people, as mentioned
above, is narrowly focused, and they believe that the
President of Ukraine must, have left his business for five
years, completely absorbed in hard work, receive a little
more than the minimum wage. But no one, if asked, would
work in such conditions. This is the idea that stereotypes
from Soviet times exist even in today’s realities.

It’s time to move on to the main idea. Management
in the economic system. What are the modern personnel
management systems? Stages of personnel management.

Analysis of recent researches and publications

The works of many domestic scientists are devoted
to the study of the problems of the theory and practice
of personnel management: O. Herasymenko [6],
T. Horodetska [1], O. Hrishnova [2], V. Hryniova [3],
M. Dzhaman [4], A. Zelinska [5], A. Kolot [6] and others,
but the investigation of modern personnel management
practices requires increasing attention.

Formulation of the goals of the article

The aim is to study the basic concepts of personnel
management, as well as its models, which will be further
focused on specific examples of the application of modern
development systems. Filling the lack of knowledge on the
study of the stages of personnel management.

Presentation of the main material of the study

The economy is a system of general processes of
exchange, distribution and efficient use of resources
(production, distribution and consumption of goods and
services). It includes many subsystems. But one of the
most important is management. The main subjects of the
economy are households, individuals, legal entities and the
state. But they will not be able to exist without the right
system of planning, setting and performing tasks.

Management as a system is a programmed or arbitrary
influence on an individual or ateam to achieve a certain goal,
through a system of processes specified in the rules of the
enterprise, internal collective agreement or job descriptions.
This is a rule that shows correctly the management of
personnel. This system involves the inclusion of concepts
such as strategy, purpose, dependence of other systems on
management, competition and risk. The strategy involves
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long-term goal planning. At the same time, goals belong to
short-term planning and are an intermediate stage (with the
help of goals the result that was planned by the strategy can
be reached). New approaches to process management and
organizational methods further emphasize the managerial
influence on innovation processes, communications,
advertising and information management.

Marketing is another system that is completely
dependent on management. Marketing is a system
of market relations in which supply and demand are
determined and the most correct solutions are sought in
order to benefit all parties. Similar to management is that
firstly the analysis of the market situation is carried out
(in personnel management it is the analysis of the labor
market), then the development and forecasting of market
strategies (in personnel management it is the definition
of personnel policy principles) and finally — the strategy
development (in management personnel — the development
of a strategic management system). Therefore, we can
assume that without management, these and all other
systems in the world would not exist.

Management, like all economic systems, takes into
account supply and demand in the market. Personnel
management balances the demand from the employer who
«rents» certain knowledge and skills of the individual
who applies for a given vacancy, as well as the supply
of the individual / potential employee who is looking for
work and offers himself in the labor market to achieve
material gain for their own purposes. The state, for its part,
proposes every unemployed personto go and register in the
employment center as officially unemployed for a certain
period, as well as obtain payments within 6 months from
the date of application to the employment center. Also, for
already potential employees, the Labor Code with all the
rules and general responsibilities of employees is regulated.

But the competition that takes place mostly at the
recruitment stage depends on several factors. In general,
competition is a type of relationship where two or
more people apply for the same position (someone may
have a higher education, more experience and will be
more competitive). Therefore the question arises in the
interviews — why should we take you. And then the fortune
will direct either to get the dream job, or to gain additional
skills or experience at another company. Personnel
management is a modern definition of personnel work.
Appropriate personnel management allows ensuring the
achievement of competitive advantages, work efficiency
and maximum return on staff [1].

Therefore, in this situation, the trend of 2021 can
be considered relevant, in which, in contrast to 2020 —
organizations have already begun to take into account
the risks when planning the budget and calculate possible
complex scenarios. Also, many companies have created
online interviews to save time, and with the help of social
networks the entrepreneurs support their brand and post
information about their own business. All this shows that
people are still ready to follow the progress and the new is
not as far as we think.

The motivation for this study is initiated by the need for
entrepreneurs to choose the right model of behavior with



Financial Strategies of Innovative Economic Development. Ne 4 (52), 2021

employees to increase their efficiency, as well as to predict
possible future risks, according to companies that are more
competitive in the labor market. Despite the fact that long-
established types of personnel management have been
established in the world for a long time, but, as modern
experience shows, this is not enough for proper professional
and collective development. Therefore, there is a need to
study these subsystems to create more competent work.

Personnel management is a purposeful impact on the
human component of the organization, which focuses on
matching the goals of the organization and the capabilities of
employees. Personnel management is based on a generalized
idea of the place of man in the organization. One of the
elements of management is personnel management, which
determines the place of man in the organization. The
very concept of «management» is ambiguous. It can be
interpreted in terms of personnel management, human
resource management or just a person [2; 3].

The relationship between management and governance
can be seen in the table below, which shows the
improvement of the management system through the
management relationship and their development (Table 1).

The personnel management system at a modern
enterprise, regardless of the form of ownership, is the
most powerful tool for ensuring competitiveness and

Table 1 — Transformation of the management paradigm
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development. Therefore, there is a necessity to develop and
improve the efficiency of the latest personnel management
system, taking into account the requirements of a market
economy [1; 2, p. 37].

The modern system of personnel management, which
is developed at leading domestic enterprises under
the influence of the introduction of advanced foreign
technologies of personnel management and the use of
own experience, includes the following subsystems:
analysis and planning of personnel; selection and hiring
of staff; staff evaluation; organization of training and
advanced training of staff; certification and staff rotation;
payroll management; staff motivation; accounting of
employees of the enterprise; organization of labor relations
at the enterprise; creation of working conditions; social
development; personnel security (Table 2) [3, p. 38].

Modern personnel management systems combine
many theories. Each model of managerial decision-making
conditionally consists of stages:

— emergence of a problem or conflict situation;

— search for variants for management decisions;
registration of activity in a specific way;

— implementation and control of efficiency [8; 9].

The stages, in turn, are performed using models. Types:
totalitarian, democratic, liberal, authoritarian and co-creative.

No The traditional management paradigm

The new management paradigm

Management of traditional factors of production —

! land, labor and capital

Management of not only traditional factors, but also knowledge

2 Preferred operation management

Preferred development management. Innovation management

Management objects —
traditional organizations and production processes

and global processes, intangible assets and intangible processes.

New objects of management — global organizations

Expanding the boundaries of organizations

Separation of management methods in government and
4 commercial organizations, as well
as in non-profit organizations

Active borrowing of methods and technologies used in commercial

organizations by government and non-profit organizations

Source: compiled by the authors, based on the sources used [5]

Table 2 — Comparison of personnel management systems

formal procedures)

Ne Traditional personnel management system Modern personnel management system

1 Focus on operational issues Focus on strategy

2 Focus on stability Focus on timely adaptat{on of the personngl management

system to changes in the external environment
3 Organizational imperative The human factor
4 The most important resource is the organizational structure The most important resource that can be constantly
developed is employees
5 Maximum division of labor, simple and narrow specialties Optimal grouping of works, multifaceted specialties
6 External control (managers, staff of controllers, Self-control and self-discipline

Pyramidal and rigid organizational structure,

Flat and flexible organizational structure, development

7 . . of horizontal links that ensure effective interaction
development of vertical connections
between departments and employees
] Autocratic leadership style The l_eadershlp style is based on the interest of all employees
in the common success of the enterprise as a whole
9 Competition and the "political game" Cooperation
10 Low interest of the employee in his success High interest of employees in the joint result

11 | Activities only in the interests of the enterprise and its divisions

Activities in the interests of society

12 Low risk penchant

Focus on innovation and the associated risk penchant

Source: compiled by the authors, based on the sources used [6, p. 456]
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The table 3 clearly displayed each of them. Many people
know about the existence of four of them. But co-creation
is like a bonus in the modern world, which reflects the main
and best characteristics of each of the models, allowing the
company to develop with maximum progress.

Everyone who wants to create his own business desires
to choose exactly and correctly what behavior will be right.

Each type of enterprise suitable for different
management models, which, as mentioned above — are
determined by the private entrepreneur independently.

But modern management has developed another system
for personnel management — co-creative. It covers the
negative sides and absorbs the positive potential of all types:

— liberal type provides the opportunity for individual
self-expression;

— totalitarian type offers the creation of stable and
correct ways of governing;

— democratic modelgrants mechanisms for equality for all.

This is probably the best of the proposed methods of
personnel management. The conditions for positive self-
development and the individual, and the group and the
organization as a whole are provided with the help of such
an adapted method.

Based on all this, we can make another type. The
authoritarian co-creative model stands out as a separate
item. It would be suitable, perhaps for large organizations.
It provides for the creation of clear criteria for evaluating
the activities of each head of the organization (as well as
the private entrepreneur who created the organization). It

Table 3 — Models of personnel management
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also shows responsibility for the consequences of wrong
actions. This can be performed by using the economic
indicators. It may be done through a continuous audit,
which would be much more appropriate. To do this, the
independent auditor can control the organization due to the
synthesis of information, analogy, comparative analysis,
interviews, testing. Therefore, this system could be used as
a standard for public authorities.

A completely authoritarian or totalitarian system hinders
progress. Democraticmodel does not take into account the
adaptation to modern realities and has nocertainregularity.
Liberal structure creates maladaptive and conflicting
working conditions.

Personnel management has considered for along time
such stages as: planning / forecasting; recruitment and
selection; determination of wages; adaptation and career
guidance; retraining / training; performance appraisal;
dismissal or transfer of employees; training of people who
will hold managerial positions.

But at every stage you can find a problem. To begin
with, if the company has a problem of insufficient profits
or reduced efficiency of employees and the organization as
a whole, it is necessary to invite an independent specialist
(it is best to take a specialist in consulting). But nowadays
more and more people are used for remote work to create
the safest working conditions, as well as to create individual
responsibility of each employee for their work.

The process of personnel planning or forecasting can be
takenfor example — the manager creates a personnel policy,

Model name

z

Characteristic

Based on stability, reliability, collective strength, which is performed by a specific person — a leader. Priorities of
group goals over individual ones are set and an accurate management structure is created. The problem situation
here is solved with the help of proposals for solutions by the leader, who performs strict control over their
implementation. The totalitarian system involves well-established hierarchical management, well-distributed
management decisions, a rigid system of control, as well as the manufacturability of the team. Therefore,
organizations that have taken such a model as a basis — can hope for a quick solution to problems through the
reliable operation of the enterprise and the implementation of goals. But it is a conservative enterprise that cannot
flexibly respond to rapid change because of the lack of space for self-development

1 | Totalitarian

Characterizes the free self-realization of the individual or team of the enterprise.In practice, this is done through
the accomplishment of individual interests (struggle, contest, competition).This type of management reveals
undisguised conflict by finding the mismatch of individual interests of one or more members of the team. Control
and implementation of the established decision depends on the independent responsibility of more interested
individuals (there is no real mechanism for assigning responsibility). Therefore, we can say that this system is not
yet fully developed and needs to be improved

2 Liberal

Establishes equal rights and opportunities for every person. Eachmember of the organization has the right to
pose each problem, offer its individual solutions. As in state bodies, decisions here are made on the basis of
a majority vote.But there are no clear mechanisms for implementing ideas and therefore the disadvantage is
a certain spontaneity and anarchy, which brings the model closer to liberal. When choosing votes, for the most
part, there may be a division into subgroups in the system of a particular team, which can give the error of these
results. So we can say that this system is appropriate only for state executors of our country

3 | Democratic

Reflects the principle of hierarchy, but not everyone is able to use it properly. The model involves the organization
4 | Authoritarian | of processes with a bureaucratic or rigid organizational structure.The basic rule for this type is that one person
makes the decision

Problems are forecasted here and all risks (active system) are taken into account, in discussion of which all
employees take part.Responsibility is delegated to certain persons for the implementation of the draft decision.
Control of implementation is carried out by supporting the implementation of the project.Co-creative type
of management provides conditions for continuous development and realization of creative potential of the
individual and the team.Such a system in general would be suitable for all organizations, except for very large
organizations such as factories

5 | Co-creative
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which must take into account the structure and hierarchy
of the enterprise. If this is not done and the specialist finds
such problem, the following measures may be suggested:

— improving the skills of the person who created the
personnel policy and control over it, dismissal from the
company if the results are unsuccessful;

— creation of a new system that will take into
account the feasibility of recruitment (for example: each
manager is given a condition to perform 10 tasks. After
that thecontrolmust be how much time it took to execute.
Deadlines for managers will also be marked, so it is best
way to check expediency of new employees);

— consideration of each department from the point of
view of expediency (if necessary — merging with another
department or dismissal of persons who work least
efficiently);

— creation of a new personnel policy, which will be
created correctly — according to the forecast, as well as in
keeping with the amendments made at the enterprise.

This raises the question of what businesses lack to create
efficient work and make more profits. Large enterprises
such as factories are «stuck» in Soviet times and have no
space for employee development. For example, trainings
have already been introduced by many entrepreneurs,
and some do not know what it is yet.Factories in this case
offer a tour of the plant for schoolchildren and students,
conversations with employees of the plant as a career
guidance, as well as internships, but most of which are
«came on the first and last day.» Therefore, in this case, it
might be appropriate to create collaboration with schools,
colleges and universities. One technical person can be
invited to tell about work in a certain factory (with an
invitation to the factory to show in practice how they do
the job), a specialist in acting (who will give some lessons
on how to present himself), and a blogger from a certain
city (it can be agreed that he will not take money for it — he
will have some content about the information that he will
tell children and put on his page, which will be his personal
advertising). Therefore, it will help both in career guidance
and in expanding the plant’s ties with other organizations.
In colleges the subject «Technologies» that does not fully
disclose the profession may also be transformed into
collaboration with factories and other enterprises (taking
into account courses or training in the specialty and more).

It would be advisable for universities to create real
internships that would be noted in students’ employment
records, as many post-graduate students have no work
experience and are less competitive in the labor market.
But this can be done only after improving the Laws of
Ukraine on Internships.

Also, an interesting fact can be that the certification
in thefactories is carried out according to a given scheme.
The introduction of a coaching system and SMART system
(involving own motivation) gives the possibility to improve
this system. Typically, the following concepts are used by
modern small companies (e. g., IT):

S — specific, M — measurable, A — attainable, R —
relevant, T — time-bound.

It can be explained as follows: for example, in the plant
the efficiency of a particular employee has reduced (the
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number of manufactured parts has decreased significantly).
Then the manager should call this employee and have
a conversation with him. In a coaching system, this is
created so that the employee sees the chain of the problem.
The employee makes fewer parts — the team must work
harder to cover costs — if the norm is not met — deficit — if
less parts made by the department — less finished products.
As a result there is a reduction in the profits of the
organization. This affects the work of the whole enterprise,
so it is possible to reduce wages or even dismissal. After
that, the manager can ask what problems the employee has,
what has changed his efficiency. Then ask the question,
what is the motivation of the employee, in addition to
wages, to work at the company. After that, a certain work
limit is set — for example, to improve the results by 10%
by the end of next week. Also, for greater effectiveness —
conducting ABC testing. If an employee has a period of
stagnation — or send him to training courses, or create
a recreation room.

No less interesting is the proposal to improve the
working conditions not only of factories, but also of many
enterprises in general.

International trends in personnel management in
2021 have shown very interesting results. An experiment
was conducted, with the participation of workers and
management, to consider possible variants for the
development of relations among them in the future. As
a result, 4 possible development scenarios were identified:

— work as fashion (the labor market is seen as a fashion
industry — employers will have to change constantly,
according to changes in employees’mood, tactics of
competitors and market indicators);

— battle of talents (workers will compete with each
other for jobs, the number of which will be limited due to
excess demand);

— work is work (both parties will consider the social
responsibility of business and self-realization of the worker
(personal and social), as two unrelated aspects);

— the main thing is the goal (the relationship
between employees and employers will be built around
common goals).

The experience of 2020 shows no less interesting
trends in the readiness of organizations to implement
development (see Fig. 1).

And the indicators of 2021 show the forecast of staff
shortages until 2030 (see Fig. 2).

In order to increase the efficiency of the personnel
management system, it is necessary to analyze and take
into account the specific conditions of market economy
development in Ukraine. The great importance for each
company, regardless of organizational and legal form,
is the development of assessment methods that can
determine the actual situation in the company in the field of
personnel management, identify weaknesses and provide
recommendations for efficiency.

Personnel management service implements personnel
policy and coordinates the activities of human resources
management of the enterprise; it is needed to expand
the functions to construct new systems of employment
incentives, career management, conflict prevention, study
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Fig. 1 — Trends in 2020 on the readiness to implement mechanisms for the development of personnel management

Source: [10]
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Fig. 2 — Staff shortage forecast until 2030, mln of people
Source: The Organization for Economic Co—operation and Development (OECD), World Economic Forum, Roland Berger estimates

of the labor market, the creation of personnel reserves for
management staff [7].

In modern conditions, the process of developing
and updating the concept of personnel management is
underway, while improving both personnel management
systems and the method and tools used. The employee
with his personal and professional characteristics from
the object of management has become an object of study
in order to develop and apply such technologies that will
create the best conditions for realizing the potential of
employees and meet their expectations and needs [4].

Conclusions

An effective personnel management system (PMS)
is not only the most important factor in the economic
success of a modern enterprise, a tool for improving the
efficiency and productivity of personnel, but also socially
oriented management aimed at each individual employee
with the purpose of increasing his work motivation and
satisfying needs through a system of material incentives.
The above problems, as well as their solutions are risky.
The proposed examples of development can be applied to
different models.The actions mentioned in the last question
can make the staff turnover lower. If from the beginning
you identify correctly the management model that will
exist ideallyin the company — there will be no possibility
of risk of creating other problems accordingly. Even if such
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trifles as talented managers and leaders are sent abroad
once a year for several months (work to improve the skills
of the employee, as well as the employee’s own income),
but stating in the contract that the employee will return to
the company after completing it. This will help to reduce
staff turnover, migration, create employee confidence in
the employer, and expand international ties with foreign
organizations. This shows that this and all other issues
involve not only business but also legislative changes.
Summing up all this, we can conclude that qualified and
proper personnel management will exist perfectly when
the state works in tandem with organizations and private
employees. In addition, considering the data of 2020, it
can be noted that although most workersare focused on
individual results, instead of team’s ones, and the indicators
of the forecast of the shortage of personnel from 2021 to
2030 show that even the most developed countries of our
world will have insufficient work force, which can greatly
shake the economy of each country, so, on the example
of such countries as China, the United States, Western
Europe countries, it is necessary to take certain measures to
improve both personnel management and the economy as
a whole. Ukraine should anticipate negative risks of impact
on the country and, analyzing the experience of foreign
countries, take precautionary measures. In order to avoid
serious consequences it should create the most correct
management of all branchesof government in the state.
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The article considers the assessment of a potential investor in the process of
enterprise management. This article discusses the evaluation of the effectiveness
and sensitivity of the investment project. The assessment presented in the article
enables the enterprise to adapt to the existing economic conditions. Also, this
article proposes an assessment of economic risk, which takes into account the

dynamics of prices for the following cost components: material costs, wages with
social security contributions and other material costs, which in turn are divided
into different types of resources.
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Kuro4ogi cioBa:

YIPaBJIiHHS MiAPUEMCTBOM,
IHBECTUIIHIH TIPOEKT,
YYTIIUBICTh iHBECTUIIIHHOTO
MIPOEKTY, OI[iHKa EKOHOMIYHOTO
PH3HKY

VY crarTi po3mIsAAETHCS OLIHKA TTOTEHIIIHHOTO 1HBECTOpa y MpoLieci ynpaBiIiHHsI
HiAMPUEMCTBOM. Y 111 CTATTi pO3IVISLIAIOTHCS OLIHKY €(DEKTHBHOCTI Ta Uy TIIMBOCTI
iHBecTuliiiHOTO poekTy. [loana y cTarTi OIiHKa Ja€ MOXKIIMBICTh H1IPUEMCTBY
a/IanTyBaTHCS JI0 ICHYIOYMX €KOHOMIYHHMX YMOB. Takox y I1iif CTaTTi MPOIIOHYETHCS
OLIIHKY €KOHOMIYHOTO PH3HKY, SIKa BPaXOBY€E TMHAMIKY I[iH 33 TAKMMH CKJIaJIOBUMH
BUTpAT: MarepiajibHi BUTpATH, 3apo0iTHA IUIaTa 3 BiIpaxyBaHHIMH Ha COLliaJIbHE

CTpaxyBaHHS Ta iHII MaTepiajbHI BUTPATH, SIKI y CBOIO Yepry HOAUIAIOThCS Ha

PI3HI BUAH pecypciB.

Statement of the problem

The success of the management of modern enterprises is
determined today by the assessment of potential investors.
This assessment takes into account the effectiveness and
sensitivity of the investment project. Which determines the
relevance of this paper.

Analysis of other researches and publications

Analysis of scientific works of domestic and foreign
scientists on the investment attractiveness of enterprises
Grebenyuk N.O. [1], Bril K.G. [2], Katan L.I. [3],
Butinko V.V. [4], Yepifanov A.O. [5], Butov A.M. [6]
confirmed the relevance of this article.

A significant contribution to solving the issues of
investment management and investment attractiveness of
the enterprise was reflected in the works of I.A. Blank [8],
L.I. Katana [3], A.O. Epifanova [5], .M. Boyarko [7],
Boyarko I.M. [7] and others. The analysis of these works
confirmed the actual problem.
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This problem is of great importance both for the economy
and for enterprises. Evaluation of a potential investor in the
enterprise management process makes this task relevant.

Objectives of the article

The purpose of this paper is to present a methodology
for assessing potential investors, which takes into account
the effectiveness and sensitivity of the investment project.

The main material of the research

Sources of investments of an industrial enterprise today
are loans from external investors. These enterprises cannot
count on attracting a mass investor, that is, on a wide issue
of shares. Since all funds received from the sale of shares
of the first issue will go to the state budget, and only funds
from the second issue will go to the enterprise in the form
of its own investments.

The risk of investment in production at the present
stage in Ukraine is so great that their volume has dropped
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to a critical level. At the same time, the development of
production is the only sure way to get the country out of
the protracted crisis.

The impact of sharp rises in inflation, uncertainty in the
legislative sphere, the crisis of non-payments and similar
circumstances bring to the fore the problem of evaluating an
investment project and impose a specific shade on it, which
is characteristic only for the situation that has developed
in Ukraine. To determine which capital investments in our
country are currently able to make a profit, and not ruin an
investor, Western methods for evaluating investments are
not able to, since they are not designed for such a complex
and uncertain economic situation. The conclusion of
Western investors is unequivocal — the rejection of almost
all investments. A Ukrainian entrepreneur is simply forced
to work in such difficult conditions and find ways to invest
capital that can bring him profit.

The most correct, but also more time-consuming in the
calculations, is a technique that provides for the adjustment of
all factors affecting cash flows. Key factors include revenue
and variable costs. The adjustment can be carried out using
various indices, since the price indices for the products of an
industrial enterprise and the raw materials it consumes may
differ significantly from the inflation index. With the help of
such recalculations, new cash flows are calculated.

The real interest rate is determined through the nominal

interest rate 7,
(1 +7

nom)
=—"" 1 1
1+h ’ M

where 4 — is the amount of inflation.
The real interest rate including income tax is calculated
using the nominal interest rate »,_ and the inflation rate /:

rmm

_(1+(1 - )m)_

= 2
real 1 + h ( )

Formulas (1) and (2) are explained as follows. Due to
inflation, prices rise by (/+#) times, so there is a multiplier.
The payment of income tax is equivalent to a decrease in
the nominal interest rate by (1-) times. This gives rise to
the factor (1-).

real

In general:
before tax:
(1_ m;m) (1+ nal)(1+h); (3)
after tax:
(1+(1 T )rnan1):(1+";ea1)(l+h). (4)

In the absence of inflation, the net present value of the
project can be written as:

" CF (1+h) & D

NPV, =>(1-1,) il ,) +d1,—— -1, 5
i (1+rN) i (1+rN) el

where r, — the nominal interest rate of discounting; CF,— the

estimated financial flow in period t, expressed in real terms.
In formula (3), the factor (1+#4) is only in the first
term. This is due to the fact that initial investments /,, D,
are depreciated as without inflation adjustment.
Net present Value in real terms:

NPV, =S (- —,—10.6
Z< T)( Z (L+r,) (1+4) - ©)
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the opportunity to

D

Inflation adversely affects

invest, reducing the real value from Z‘E —— to
; (1+r )
AR T
= (14r,) (1+h)
NPV, = NPV, . (7)

In the presence of inflation NPV (h)< NPV (0).

Thus, in conditions of zero inflation, capital-intensive
projects are most profitable. As inflation rises, the least
capital-intensive projects become the most profitable.

With inflation, all indicators of formula (6), except
for the amount of depreciation, are multiplied by (l + h) ,
where £ is the inflation rate. So, if the company produces
products, then the selling price of products increases
in proportion to the level of inflation. At the same time,
depreciation is calculated without adjusting for inflation,
which results in a reduction in the tax shield. As a result,
inflation makes capital-intensive projects unprofitable.

An increase in the rate of inflation requires:

— displacement of cash flows to the beginning;

— reducing the duration of projects.

A decrease in inflation leads to an increase in the
profitability of projects:

— long-term;

— capital-intensive.

High inflation hinders investment, so financial
stabilization is a necessary condition for the recovery of
the economy.

Risk assessment methods based on probabilistic
characteristics and measuring the risk of an investment
project using the standard deviation of the net present value
of the project from its expected value — & (NPV) have the
greatest potential for adaptation to existing conditions — is
determined by different approaches.

The simplest approach is to develop three options for the
developmentofaninvestment project—optimistic, pessimistic
and most probable. For each option, a profitability indicator
is calculated — the net present value of the project (NPV) and
the probability of implementing these options is assigned.
Based on this information for the project, the expected
value of NPV, weighted by the assigned probabilities, and
the standard deviation from it, are calculated. The larger
the standard deviation of NPV, the greater the risk of the
project. It must be said that the only positive side of this
approach is its simplicity, however, the degree of accuracy
of risk assessments leaves much to be desired. After all,
the optimistic option for the development of the project
assumes the maximum possible income minus the minimum
costs (moreover, the minimum for each cost item), that is,
this option, the probability of which is practically equal to
zero. The same can be said about the pessimistic option —
minimum income minus maximum costs. It is very difficult
to make realistic scenarios of the optimistic and pessimistic
development of the project, and even more difficult to set the
probabilities of their implementation.

More complex tools for assessing the risk of projects
are simulation and analytical models that allow you to
consider all possible development options.
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We consider the following as the simplest way out of
such a difficult situation: it is not necessary to consider the
volume of production as a random variable, but several
alternatives of the same project should be evaluated at
different production volumes. In this way, you can adjust
the price and costs in connection with the changed volumes
of production.

In addition, the known models do not allow taking into
account the impact of inflation on relative shifts in prices
for products sold and on production costs. In order to take
into account as many factors as possible influencing the
results of choosing a potential investor and project when
assessing risk, it is advisable to use two approaches at
once: identifying a potential investor; analytical modeling
and analysis of the degree of economic risk of the project,
to which investment activity is most exposed.

To determine a potential investor in the management
of an enterprise, a decision is provided that takes into
account the likelihood that the investor will be unjustified
both from an economic and technical point of view, will
be minimal. In this case, the choice of the investor is the
possibility of determining due to the maximum value
of the assessment S — the expected value of the ratio of
forecast economic indicators to indicators of the financial
condition of an industrial enterprise, taking into account
the overall risk:

k
H j:lstPV

k
Hj:lXj
where Y, =~ — predicted values of the j-th economic
indicators (liquidity, solvency, profitability, and others);
X, — indicators of the financial condition of an industrial
enterprise; P, — probability of economic success; P —
probability of technical success.

When solving the problem of assessing economic
risk, it is necessary to separately take into account the
price dynamics for the following cost elements: material
costs, wages with social insurance contributions and other
material costs, which, in turn, are divided into different
types of resources. The more heterogeneous the structure
of material costs, the more meaningful their splitting is
for the study of relative price changes. And vice versa, the
more homogeneous the structure of material costs from
the point of view of price changes, the more meaningful
it is to consolidate them (combine them into homogeneous
groups) to reduce the complexity of calculations.

A measure of the risk of profit deviation from the
expected value is its standard deviation. The risk of profit
deviation from the expected value may be primarily due
to changes in prices for finished products, raw materials,
materials, fuel, energy, etc. under the influence of various
factors. In addition, profits may deviate from those
expected as a result of an inadequate assessment of the
cost-benefit ratio in basic prices, for example, due to the
lack of necessary information or the use of aggregate
methods of calculation.

Based on the model of profit formation in settlement
prices, a formula was obtained for determining the
standard deviation of profit. Taking into account the

S=max{ S, = PR, i=1n, )
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interdependence of relative price changes, this formula
has the following form:

o* (Pr)=D(S,)xD(1,)+ M (S,)xD(I,)+
+D(SO)XD(IS)+M2 (SO)XD(IC)+

M2 (S)D(S, <2 (5,)xm ()« )
xo(lg)xo(l:)*p,y,,

where o’ (Pr)— is the variance of balance sheet

profit; D(SO),D(SO) — respectively, dispersion and

mathematical expectation of proceeds from sales in basic
prices; D(S,),D(C,), — dispersion and mathematical
expectation for production and sale in basic prices;
D(I;),M(Is),0(I;) — dispersion, mathematical
expectation and standard deviation of the price index
for products sold, cleared of the effect of inflation;
D(I.),M(1.),0(1.) variance, ~ mathematical
expectation and standard deviation of the index of change
in costs, cleared of the effect of inflation; p, , — coefficient
of correlation between the dynamics of costs and prices for
products sold.

Despite the fact that risk is understood as the probability
of unforeseen losses, when assessing the degree of
investment risk, only those factors leading to a loss that the
investor can foresee (predict) can be taken into account.

Therefore, in formula (9), the expectation of price
indices should be considered their predicted values, and
the measure of the risk of deviation of the price index from
its expected value is the standard error of the forecast. In
other words, the inability to predict the future value of
price indices in narrower intervals can be interpreted as
a greater risk. Information on the degree of accuracy of
costs in basic prices must also be presented as standard
deviations of these values from their expected values.

The projection of benchmark price indices should
be carried out at a fixed rate of headline inflation at the
expected level, and the uncertainty of the inflation rate itself
should be taken into account using sensitivity analysis.

If necessary, projects should be checked for sensitivity
to changes in the following investment conditions: loan
interest rate, investment costs, income tax rate, if such
changes in tax legislation are likely, since in formula (9)
these values were considered as deterministic, not random.

Knowing o(Pr,), o(SF,) we define:

G(SF;):(l—T)*G(PV[), (10)
where o(SF;) - the standard deviation of the cash flow
of the period; 7 — is the income tax rate (in fractions of
a unit).

By calculating o(SF,) for each year of the project
implementation, it is possible to determine o” (NPV):

o’ ! SF,)*o(SF,_,)

S

r:O t=0
where c (NPV) —1is the variance of the net present value;
d — is the discount factor; p,, , — coefficient of correlation
between cash flows of nearby periods.
Formula (11) takes into account the relationship
between the cash flows of nearby periods. The covariance
dependence between cash flows separated from each

» (1T)



Financial Strategies of Innovative Economic Development. Ne 4 (52), 2021

other for significant periods is extremely small, but for
nearby periods it is present and, as a rule, positive, that is,
0<p,, <1.If we assume that the cash flows of different
years are independent, then the formula simplifies and
takes the form:

o’ (SF))
(1+ d)z' .

Regarding the relationship between cash flows, [ would
like to note the following. The value of this dependence
is influenced by both controllable and uncontrollable
factors. You can manage the situation, for example, in
such cases: if the selling price of finished products at the
time of entering the market turned out to be lower than
the expected value, then due to more effective advertising
in the subsequent period, it can be increased; if the main
supplier increased the price of raw materials and the costs
were higher than expected in one period, then another,
cheaper source of raw materials will probably be found in
the next period.

Therefore, it is impossible to determine exactly p,,
it is only possible to establish its boundary values by
expert means. For example, if the degree of influence of
controlled factors is significant p,,_,, then it can be set in
the range from 0 to 0.5. The minimum and maximum value
(NPV) can then be calculated.

Thus, it is considered how it is possible to determine the
main indicator of the degree of risk of an investment project
(NPV). However, information about the degree of risk of
the project, presented in the form of a standard deviation
of the net present value, will not be sufficient for practical
investors. But the probability of losses of specific amounts,
determined using this indicator, is extremely necessary
information for making a decision. The investor’s actions
will be more justified if he knows the probability of losing
the expected profit from the project in which he is going
to invest his capital, the probability of losing this capital,
and also has an idea of how possible losses will affect his
property condition.

The practical implementation of this technique
was carried out by us not completely due to the lack of
statistical data on cash flows in the middle of the annual
period. Therefore, one cannot be guided by the data

o’ (NPV):i

t=0

(12)
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obtained without a share of error. To obtain a more probable
assessment of an investment project, it is necessary to
accumulate statistical data on the project throughout its
operation and make appropriate adjustments to the data
obtained.

The data obtained as a result of the evaluation of the
investment project are given in Table 1.

The results of the investment project evaluation were
obtained for each year of its operation:

Prl — 246567665
Pr2 — 929028410
Pr3 — 1462159633
Pr4d — 1851848149
Pr5 — 2324769972
o’ (Pr)=1,17528E+16,
o(CF)=175887242,24,
o’ (NPV)=459094E+10.

ANPV . e
The value K,,, = is defined as the sensitivity

coefficient of the investment project according to the
criterion of net present value. It shows to what extent the
deviations of the selected parameters affect the change in
NPV, which allows you to choose one or more investment
projects from a variety of alternatives.

Sensitivity coefficients:

ANPV A%
AX, =15623.53; AC 1000884221.
Conclusions

The article proposes a method for assessing a potential
investor in the process of enterprise management and an
investment project in enterprise management, which makes
it possible to determine an investment project taking into
account the degree of risk.

Determining the degree of project risk is one of the
stages along with the assessment of economic efficiency,
since both of these factors are equally significant, especially
in a market economy.

Table 1 — Initial data for the evaluation of the investment project

Investment period | The amount of costs | The sales proceeds | The cost change indices | The price indices | The profit amount
1 year 594955000 676503000 1,24 1,455 246567665
2 years 789985924 1251092933 1,327 1,581 929028410
3 years 804789193 1705552682 1,018 1,338 1462159633
4 years 821668633 2169959877 1,020 1,24 1851848149
5 years 833281688 2641524040 1,014 1,20 2324769972
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The article is devoted to the study of the dynamics of production volume by
enterprises of the high-tech sector of Ukrainian industry: chemicals and chemical
products; basic pharmaceutical products and preparations; computers, electronic
and optical products; air and spacecraft and related machinery; medical and
dental instruments and supplies, electric equipment. Theoretical and practical
aspects of the development of high-tech sector of the economy are considered,
the essence of this concept is analyzed. The structure of the high-tech sector of
Ukrainian industry was analyzed and it was found that for the period from 2012
to 2019, the development of the studied industries has a positive trend: the highest
growth rates are observed in the manufacture of medical and dental instruments
and supplies (an increase by 2.2 times), and the lowest — in air and spacecraft,
related machinery (growth of 3%). The analysis of the dynamics and structure of
the development of high-tech sectors in Ukraine was carried out. A number of
autoregressive models were built, their accuracy and quality were evaluated. The
models were tested for autocorrelation of residuals by the Durbin-Watson and the
von Neumann criteria. According to the results of the calculations, it was found
that there is no autocorrelation in the models. On the basis of the models built,
a forecast of the development of the high-tech sector of industry in Ukraine was
made. The results of the forecasting indicate the preservation of existing trends in
the sectors under study.

AHAJII3 TA IPOTHO3YBAHHS INHAMIKH OBCATI'IB
BUPOBHUITBA HIAITPUEMCTBAMU BUCOKOTEXHOJIOTTYHOI'O CEKTOPY

IMPOMUCJIIOBOCTI YKPATHA

Jloch B.O., Makapenko O.I., CtykaJjo K.C.

3anopizbkuti HayioHarbHUll yHieepcumem

Yrpaina, 69600, m. 3anopigicocs, eyn. Kykoscvrozo, 66

Kurouosi ciioBa:
aBTOperpeciiina MoJielb,
BHCOKOTEXHOIIOTIYHUH CEKTOp,
JIMHAMIKa, IPOTHO3, CTPYKTypa

Crarts TpHCBSYEHa  JIOCHDKEHHIO  JWHAaMiKW — OOCSriB  BHPOOHHIITBA
MiAMPUEMCTBAMU  BUCOKOTEXHOJIOTIYHOTO CEKTOpPY TPOMHCIIOBOCTI YKpaiHwu,
3 BHPOOHMITBA: XIMIYHMX PEUYOBMH 1 XIMIYHOI MNpPOAYKLii; OCHOBHHX
(hapMalieBTUYHUX NPOAYKTIB 1 NpernapariB; KOMIIIOTEpiB, EJIEKTPOHHOI Ta
OINITHYHOT MPOJYKIil; MOBITPSHUX 1 KOCMIYHMX JIITAJIbHUX arapariB, CyIyTHHOTO
YCTAaTKyBaHHS; MEIWYHHX 1 CTOMATOJNIOTIYHHMX IHCTPYMEHTIB Ta MaTepialiB,
CNICKTPUYHOIO YCTaTKyBaHHS. PO3IISIHYTO TEOpeTHYHI Ta NPaKTHYHI acCHEeKTH
PO3BHUTKY BHCOKOTEXHOJIOTIYHOTO CEKTOPY €KOHOMIKH, IMPOAHAi30BaHO CYTHICTh
naHoro moHATTS. [IpoaHamizoBaHO CTPYKTYPY BHCOKOTEXHOJOTIYHOTO CEKTOpY
MIPOMUCIIOBOCTI YKpaiHu Ta BCTaHOBJIEHO, 10 3a mepiox 3 2012 p. mo 2019 p.
PO3BHUTOK JOCIIKYBaHUX TaTy3ei Ma€ MO3UTUBHY TCH/CHIIIIO: HAMOLIBIII TEMITH
3POCTaHHS CIIOCTEPIrar0ThCs y Taly3i BAPOOHHIITBA MEIUYHUX 1 CTOMATOIOTTYHUX
IHCTPYMEHTIB Ta MarepiaiiB (30iIbLIeHHS Y 2,2 pa3u), a HaWMeHNI — y ranysi
BUPOOHMIITBA MOBITPSHUX 1 KOCMIYHMX JITAJIBHUX arapariB, CyIyTHHOTO
ycrarkyBaHHsl (3poctaHHsl Ha 3%). [IpoBeseHO aHami3 AMHAMIKKA Ta CTPYKTYpH
PO3BHUTKY BHCOKOTEXHOJIOTTUYHHX Tairy3ei nmpoMuciIoBocTi Ykpainu. [ToOynoBaHo
pAO  aBTOpPETpPECIiHHUX MOJENeH, OIIHEHO iX TOYHICTh Ta SKicTh. Momeni
MEPEeBipEHO HA aBTOKOPEThOBAHICTH 3AJUINKIB 3a IBOMa Kputepismu: JlapOiHa-
Yorcona Ta HelimaHa. 3a oTpUMaHUMH pe3yJibTaTaMi pO3paxyHKiB BCTaHOBJICHO,
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IO aBTOKOPENAIisl B MOmensx BiAcyTHS. Ha ocHOBI moOymoBaHUX Mopnenein
PO3pOOJICHO TIPOTHO3 PO3BUTKY BUCOKOTEXHOJOTIYHOTO CEKTOPY MPOMHUCIOBOCTI
VYkpainu. Pesynbratu mnporHo3yBaHHsI CBiI4aTh IMPO 30EpEKEHHS ICHYHOUYHX
TEHJICHIIH y TOCIIKYBaHUX Taly3sX.

Statement of the problem

The structure of a country’s economic system
determines the efficiency, dynamics and pace of its
economic development. Ukraine’s modern economy
is characterized by the structural shifts: the share of
productive industry decreased, and the non-productive
increased [1]. According to the State Statistics Service of
Ukraine [2] the industry share (mining, processing industry,
electricity, gas, water, construction) in 2001 amounted to
33,7% of the country’s GDP, services sector — 50,6 %,
agriculture — 15,7%. In 2020 the industry’s share in the
GDP structure amounted to 24,21 %, services — 64,95 %,
agriculture — 10,84 %. In addition, the structure of industry
is changing towards a growing share of the high-tech
sector, consisting of high-tech material manufacture and
provision of high-tech services. The main high-tech sectors
of the industry include: the manufacture of pharmaceutical
products, biotechnology; manufacture of air and spacecraft
equipment; manufacture of media equipment: for radio,
television and communications; manufacture of medical
equipment, measuring instruments, optical devices and
equipment; production of office equipment and computer
technology, software; management, development and use
of Internet resources [3]. These industries influence the
economic and social development of the country, contribute
to the activation of a range of related industries that supply
them with materials, components and technological
equipment, research and development activities. So, one
job in the high-tech industry creates 78 jobs in adjacent
industries, and with the trade, service and recycling
sectors, it creates up to 10 jobs. However, in Ukraine high-
tech industries form only 6% of GDP and 5% of exports,
and the science intensity of GDP is only 0.77% [4]. This
indicates the ineffective functioning of high-tech sectors of
the Ukrainian economy. The National Economic Strategy
for the period up to 2030 [5] includes the promotion of
innovation and modernization of sectors of the economy
to improve their competitiveness, so the analysis and
forecasting of the development of high-tech sector of
Ukraine is an important scientific and practical task, the
solution of which will make it possible to determine the
status of achieving this goal.

Analysis of recent studies and publications

The study of issues of structural adjustment of the
national economy is reflected in the works of: V.M. Heyets,
LV. Kryuchkova, E.M. Libanova, L.N. Serhicieva and others.

The works of both domestic and foreign scientists
are devoted to the study of the high-tech sector:
O.B. Bilotserkivsky [6], .I. Ivanova[7], E.V. Prushkivska [ 8],
O.B. Salikhova [9], L.I. Fedulova [10] and others.

In particular, O.B. Bilotserkivsky, based on the analysis
of the structure of the high-tech sector of Ukraine and the
structure of the volume of industrial products realized by type

134

of activity, determined that Ukraine is approaching to the
developing countries by the branch structure of industry [6].

Ivanova LI. studied trends in the development of the
high-tech sector of the economy [7]. Her work examines
the modern transformation processes of the economy
and their characteristic features, analyzes and presents
the world volume of production of high-tech products.
Ivanova L.I. determined that the USA is a leader in the world
production of high-tech products. The author analyzed the
specific weight of countries in the world production of
high-tech products, as well as world exports of high-tech
products. Ivanova LI. believes that the general trend in the
formation of the economic model in developed countries is
its innovative orientation on the basis of intensive creation
and use of knowledge of society, which is possible due to
the appropriate scientific and technical policy, development
of education system, information support.

Prushkivska E.V. scientific research analyzes the
approaches to defining the concept of «high-tech industry
of'the economy»: industry, commodity, definition of a high-
tech enterprise. It is proved that the industry approach
is appropriate to use for macroeconomic analysis and
international comparisons; the commodity approach — for
the analysis of foreign economic activity, and to develop
a system to support and stimulate the development of high-
tech sector it is appropriate to use the approach based on
the definition of high-tech enterprise [8].

The studies of methodological approaches to the
assessment of the high-tech sector of the economy in
Ukraine are devoted to the works of O.B. Salikhova [9].
Based on the analysis of the methodology of defining high-
tech industries and goods, the author proposed adapting
the classification for high-tech goods of the Organization
for Economic Cooperation and Development (OECD)
to the Ukrainian reality. Considering this, she conducted
a comparative analysis of the development of the high-tech
sector of Ukraine with other countries of the world.

Problems of economic development of Ukraine in the
context of the analysis of markets for high-tech goods and
services are studied in the works of L.I. Fedulova [10]. In
her research, the author identified the characteristic trends
and problems of development of the high-tech sector of the
Ukrainian economy and examined the structure of exports
and imports of high-tech services. In her work: the factors
that determine the place of Ukraine in the world market of
high-tech goods and services are analyzed; the forecasted
directions of development of the market of Ukrainian
high-tech goods are developed and the measures on their
implementation are offered; the investment climate of the
country and its characteristics are considered. According to
L.I. Fudulova, the state of the market of high-tech goods in
Ukraine is characterized by general instability of legislation,
underdeveloped financial intermediation institutions,
macroeconomic imbalances, high riskiness of economic
activity, insufficient protection of investors’ rights. The



Financial Strategies of Innovative Economic Development. Ne 4 (52), 2021

author noted that «the high-tech sector is a complex systemic
scientific and production structure, which occupies a certain
place in the economy and resource provision is much
more important and meaningful than it is interpreted in the
literature and in the normative legal acts of Ukraine» [10].

However, despite the significant amount of scientific
research analyzing structural changes in the economy,
the issue of assessing trends in the development of high-
tech sector of Ukraine on the basis of economic and
mathematical modeling apparatus is not covered enough
in the scientific literature, which makes the chosen topic of
the study relevant.

Objectives of the article

The objective of the article is to analyze the structure
of the high-tech sector of the Ukrainian economy
and forecasting of development indicators based on
autoregressive models.

The main material of the research

To analyze the dynamics and structure of the high-tech
sector of the industrial sector of Ukraine the following types
of industrial activity according to the OECD classification
are taken into account [11]: Manufacture of chemicals and
chemical products; manufacture of basic pharmaceutical
products and pharmaceutical preparations; manufacture of
computer, electronic and optical products; manufacture of
air and spacecraft and related machinery; manufacture of
medical and dental instruments and supplies, manufacture of
electrical equipment. For these types of economic activity the
analysis of structural components of high-tech industries in
the industry of Ukraine based on the data of the State Statistics
Service of Ukraine concerning the volume of products (goods,
services) produced by enterprises by type of economic activity
in 20122019 was carried out (Table 1) [12].

The analysis of the data in Table 1 showed that the
ratios between the components of high-tech production
change over time. In 2013 and 2014, there was a significant
decrease in chemical production and chemical products
by 9.4% and 8%, respectively. In general, this time
series is characterized by significant volatility, namely in
2015 there was a sharp increase (by 33.8%), and in 2016
a decrease by 21% and since 2017 there has been a steady
growing dynamics. The volume of chemical production

Table 1 — The volume of industrial products manufactured
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grew by an average of 2.6 % annually. From 2012 to 2019,
the output of chemicals and chemical products grew by
22.6%. The dynamics of the production volumes of basic
pharmaceutical products and preparations is characterized
by a steady growing dynamics. On average, each year the
volume of production of basic pharmaceutical products
grew by 16.5%. In 2019, production of pharmaceutical
products increased by 7.4% relative to 2018 and by
3.4 times relative to 2012. The existing trend can be
explained by preferential taxation of enterprises producing
basic pharmaceutical products [13]. The time series
characterizing the volume of production of computers,
electronic and optical products also has a growing trend.
It should be noted that from 2012 to 2015 the production
volumes of the analyzed time series remained almost
unchanged, and in 2016 there was a significant growth
(almost by 50%). In general, during the analyzed period
the volume of manufacture of computers, electronic and
optical products grew on average by 9,9 % annually.But in
2019 the volumes reached the value — 19134794.4 thousand
UAH, which is 2 times more than in 2012. The volume of
manufacture of computers, electronic and optical products
grew on average by 9,9 % annually. But in 2019 the volumes
reached the value — 19134794.4 thousand UAH, which is
2 times more than in 2012. The volume of manufacture of
aircraft and spacecraft, related machinery gradually grew
by 2017, on average by 5.1 % each year. And in 2018 and
2019 there is a decrease in manufacturing volumes by
17.8% and 7.2 %, respectively. Overall, there was a 3%
increase in the manufacture of aircraft and spacecraft and
related machinery over the study period. The manufacture
of medical and dental instruments and materials is
characterized by a steady growing dynamics. Thus, in 2019
compared to 2018, the growth was 13.7 %, and compared
to 2012, the volume of production increased by 2.8 times.
On average, the annual growth of medical and dental
instruments production volumes was 13.5%. The dynamic
series characterizing the production volumes of electrical
equipment by 2014 tends to decrease. And from 2015 to
2018 there is a growing dynamics, but already in 2019
there was a significant decrease in production volumes —
by 5.7%. Analysis of the dynamics of the series for the
period from 2012 to 2019 shows an increase in the volume
of production of electrical equipment by 68.3%. Having

by enterprises of the high-tech sector in Ukraine, 2012-2019, min. UAH

Manufacture | Manufacture of basic Manufacture Manufacture of Manufacture of Manufacture

of chemicals | pharmaceutical products manufacture of | air and spacecraft | medical and dental .
Years . . . . of electrical

and chemical| and pharmaceutical computer, electronic and related instruments and .

. . . . equipment
products preparations and optical products machinery supplies

2012 68386,87 1142278 9022,349 20016,13 878,0318 25874,53
2013 61970,24 13133,94 9856,357 19870,36 884,9882 24859,77
2014 57075,44 15879,72 9695,138 19909,91 1043,554 22643,47
2015 76379,55 21711,37 9597,708 24461,08 1594,237 26006,38
2016 60265,58 26963,63 14373,23 24547,42 1772,576 30379,14
2017 63467,38 31230,08 15097,22 27035,42 2022,68 37321,09
2018 77883,41 36060,76 19183,38 22233,57 2129,757 46160,79
2019 83846,96 38746,96 19134,79 20623,79 2420,664 43536,39

Source: built by the authors using [12]
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analyzed the dynamics of indicators of production volumes
of high-tech industries, we can assert that the studied time
series have an increasing trend. So, high-tech industries in
Ukraine are developing, although not at a significant pace.

In order to establish the degree of contribution of each
component to the development of the high-tech sector
of the domestic economy, let us analyze its structure in
dynamics (Fig. 1).

The maximum share in the structure of the high-tech
sector is occupied by the production of chemicals and
chemical products, but this share decreased by 10.2%
in 2019 compared to 2012. There is also a decrease in the
share of manufacturing of aircraft and spacecraft and related
equipment (from 14.8 %t0 9.9 %). The share of manufacturing
of basic pharmaceutical products and preparations increased
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from 8.4% in 2012 to 18.6% in 2019, the manufacture of
computers, electronic and optical products from 6.7% to
9.2%. The share of manufacture of medical and dental
instruments remains practically constant. In general, the
share of the high-tech industry sector during the analyzed
period decreases from 10.2% to 7.2%. This tendency is
connected with presence of various obstacles and threats,
the main threat is unstable political and economic situation
in the country, connected first of all with the armed conflict
in the Donbass. Another important problem is insufficient
financing and imperfection of state regulation of industrial
development, especially in high-tech industries [14].

The authors propose to forecast the indicators of
development of high-tech industry in Ukraine in six stages

(Fig. 2).

® Manufacture of chemicals and
chemical products

B Manufacture of basic
pharmaceutical products and
pharmaceutical preparations

Manufacture of computer,
electronic and optical products

Manufacture of air and spacecraft
and related machinery

® Manufacture of medical and dental

instruments and supplies
2019

® Manufacture of electrical equipment

Fig. 1 — Dynamics of the structure of the high-tech sector of industry in Ukraine, 2012-2019,%.

Source: built by the authors using [12]
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Fig. 2 — Stages of forecasting indicators of development of the high-tech industry sector

Source: made by the authors
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The first stage is the formation of an array of initial
data. The data of the State Statistics Service of Ukraine on
the volume of industrial products produced by enterprises
of the high-tech sector [12], which are presented in Table
1, are used as input data.

At the second stage, in order to increase the sample
size, the annual data were transformed into quarterly data.
For this purpose, coefficients characterizing the ratio of the
number of days in the quarter to the number of days in the
year were used, conditionally assuming that the volume of
production in the relevant industry is constant every day of
the year. As a result of the transformations, a time series of
32 values was obtained.

Atthe third stage, first-order autoregressive models were
built, taking into account the results of the autocorrelation
test (autocorrelation coefficients of the first order were
the highest). The first 30 values of the considered time
series were used to build autoregressive models, the last
two values were used to assess the quality of forecasts
determined by the models. The results of the estimation of
parameters and quality of autoregressive models are shown
in Table 2.

Models (1)-(6) are qualitative because the coefficient
of determination is close to 1 and statistically significant.

At the next, fourth stage, models (1)-(6) were tested for
residuals autocorrelation using two criteria: the Neumann
and Durbin-Watson. The results are shown in Table 3.

The values of the criteria indicate that there is no
correlation of the residuals in the models.

At the fifth stage the forecasts were built, the results of
forecasting by models (1)-(6) are shown in Fig. 3.

To evaluate the quality of forecasts we used the mean
absolute percentage error (MAPE) indicator, which is
0,55% for model (1), 0,55% for model (2), 1,9% for
model (3), 0,64 % for model (1) 4), 2,6 % for model (5) and
1,26 % for model (6). The forcasts are accurate, because
the MAPE is less than 10 %.

According to the results of the forecast, it can be
concluded that in the 4th quarter of 2020 the volume

Table 2 — Autoregressive models
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of manufacture of chemicals and chemical products
is expected to increase by 1.7% as compared to the
corresponding period of the previous year; the manufacture
of basic pharmaceutical products and preparations by —
2.2%; computer, electronic and optical products will
increase by — 10.2 %; medical and dental instruments and
supplies will increase by 13.2% and the manufacture of
electrical and electronic equipment by 7,5 %. The volume
of manufacture of air and space aircraft and related
machinery will decrease by 0.37 %.

Conclusions

The authors made an analysis of the dynamics of the
output volume of industrial products of the high-tech
sector, which consists of the following types of economic
activity: manufacture of chemicals and chemical products;
manufacture of basic pharmaceutical products and
preparations; manufacture of computers, electronic and
optical products; manufacture of air and space aircraft,
related machinery; manufacture of medical and dental
instruments and materials; manufacture of electrical
equipment. On the basis of the analysis, it was found
that the production volumes of almost all of the above
types of products are increasing insignificantly, while the
manufacture of air and spacecrafts and related machinery,
electrical and electronic equipment is decreasing.

The forecast of indicators of development of Ukrainian
high-tech industry in six stages is proposed. As a result of
the calculations a number of autoregressive models of the
first order was obtained. All built models are qualitative
and statistically significant. The built models were
tested for autocorrelation of residuals according to two
criteria: the Durbin-Watson and Neumann. According to
the results of the calculations, it was found that there is
no autocorrelation in the models. The forecasts based on
models (1)-(6) are qualitative, because the mean absolute
percentage error (MAPE) is less than 10 %.

The forecasting results indicate the persistence of
trends in the industries under study. The results of the study

Indicator name

Autoregressive model equation

Manufacture of chemicals and chemical products (MCP)

MCP =1,01x MCP_ R?=0,993..(1)

Manufacture of basic pharmaceutical products and
pharmaceutical preparations (MPP)

MPP, =1,006 X MPP_, R?>= 0,993 (2)

Manufacture of computer, electronic and optical products

MCEOP =1,025x MCEOP_, R>= 0,994 (3)

(MCEOP)
Manufacture of air and spacecraft and related machinery —
(MSRM) MSRM, = 0,999 X MSRM, , R?= 0,996 (4)
Manufacture of medical and dental instruments and supplies E—
(MMDIS) MMDIS, =1,032 x MMDIS, , R*= 0,996 (5)

Manufacture of electrical equipment (MEE)

MEE, =1,018 x MEE, , R>= 0,995 (6)

Source: built by the authors

Table 3 — Results of checking models (1) — (6) for residuals autocorrelation

Criterion Model (1) Model (2) Model (3) Model (4) Model (5) Model (6)
von Neumann 2,039 2,039 2,267 2,074 2,438 2,182
Durbin-Watson 1,964 1,964 2,183 1,997 2,347 2,101

Source: calculated by the authors
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Fig. 3 — The results of forecasting the production volumes of industrial products
by enterprises of high-tech sector in Ukraine

Source: calculated by the authors

can be used in the decision-making process to develop The prospect of further research of is to evaluate the
a strategy for the development of high-tech sector of the effectiveness of government measures for supporting the
Ukrainian industry. development of high-tech sector of Ukraine.
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