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ENERGY TRANSITION IN THE UKRAINIAN POWER INDUSTRY - NO TIME TO DELAY

Kucheriavyi R.M.
Zaporizhzhia National University

Ukraine, 69600, Zaporizhzhia, Zhukovsky str.,66

Key words:

renewable energy sources,
energy transition,

levelized cost of electricity,
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recovery of Ukraine

The latest researches on the current development and prospects for the further spread
of power technologies using renewable energy sources were analyzed. The trend
of technology cost reducing due to an increase in production was traced. On the
basis of the examined studies, conclusions regarding the economic impracticality
of further developing of power generation capacities that use fossil fuels, primarily
coal were drawn. An example of a planned conversion of an existing coal-fueled
plant to a natural gas-fueled plant and solar photovoltaic installations plus storage
capacities was given. The significant impact of the Inflation Reduction Act on
the acceleration of energy transition in the United States was noted. Attention on
a win-win-win scenario in which moving to clean energy as quickly as possible
would lower the cost of the energy system compared to a fossil-fueled system,
while providing more energy to the global economy and increasing energy access to
more people all over the world was focused. The current state of thermal generation
in Ukraine and the need for its post-war reconstruction in accordance with the
requirements of the energy transition strategy were considered. Attention to the
need to adjust the Recovery Plan of Ukraine proposed by the National Council for
the Recovery of Ukraine from the Consequences of the War, in the part devoted to
the recovery and development of heat generation, including its conversion to the
use of biomass was paid. Proposals to create a level playing field by increasing
the carbon tax rate for thermal generation along with tax incentives for the
development of renewable energy sources have been made. The Carbon Border
Adjustment Mechanism impact on companies selling goods within the EU was
mentioned. Urgent actions to prepare a technical and economic justification for the
reconstruction or new construction of capacities using renewable energy sources at
existing sites of thermal power plants were proposed.

EHEPTETUYHHUM NMEPEXI/J] B YKPAITHCHKIN EJEKTPOEHEPTETHUIII -

3BOJIIKATH HE MO’KHA

KyuepsBuii P.M.
3anopisbkuii HayioHarbHULl yHieepcumem

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

Korouosi ciioBa:

BiJTHOBJIFOBAHI JpKEpea eHeprii,
CHEPreTUYHUH Mepexil,
HOPMOBaHa BapTiCTh
€JIEKTPOeHeprii,

BHUKOIIHE IAJIMBO,

OIOJATKyBaHHS BUKHUJIIB BYTJICIIIO,
BIJTHOBJICHHSI YKpaiHU

[IpoaHanizoBaHO HOBITHI  JOCIHIJKCHHS TPUCBSYEHI [OTOYHOMY CTaHy
PO3BUTKY 1 MEPCHCKTHBAaM IONAIBIIOIO  PO3MOBCIOKECHHS — TEXHOJOTIH
BUPOOHMIITBA EJIEKTPOCHEPTii, 110 BUKOPHCTOBYIOTH BiJHOBIIOBAJBHI JKepesa
eHeprii. JlochmiKeHO TEHIEHINIO A0 3HWKEHHS BapTOCTI 3€JCHUX TEXHOJOTIH
3aBOSKK 30UTBIIEHHIO 00CATiB X BUpoOHUITBa. OOIPYHTOBAaHO EKOHOMIUHY
HEIOUIIBHICTh  MONANBIIOTO  PO3BHTKY MMOTYXHOCTEH i3 BHpPOOHUIITBA
€JIEKTPOCHEPTii, 110 BHKOPUCTOBYIOTh BHKOITHE IMAJIMBO, MEPII 33 BCE BYTLLIA.
HaBeneHno cBITOBHMH [OCBiJ| 3aMillleHHs ICHYFOYOI BYTUIBHOT €JEeKTPOCTaHIil
Ha Ta30By Pa3oM i3 BCTaHOBJECHHSIM COHSYHHMX (DOTOENEKTPUYHUX YCTaHOBOK
JOTMOBHCHUX aKyMYJIOIYHMH MOTYKHOCTSMHU. Bka3aHO Ha BU3HauyalbHY pPOJb
Jep)KaBU y CTHUMYIIOBAaHHI MPUIIBHIMICHHS MMPOLECY SHEPreTUYHOTO MEePEXOmy
IO BHKOPHCTAaHHS BiJHOBIIOBAJIBGHUX IDKEPEN EHeprii, NUIAXOM IPUHHATTS
BIJIMIOBITHUX 3aKOHOIABYMX aKTiB, Ha npuKiazdi cxsajaeHoro y CIIA «3akony mpo
3HmKeHHs iHQIsIDY . C(hOKYCOBaHO yBary Ha 3alipOIIOHOBaHOMY OE3IPOrpaIHOMY
cleHapii, BIJIOBIAHO 1O SKOro, HPUCKOPEHWH TIepexiZi 0 BUKOPUCTAHHS
YHCTOI eHEeprii T03BOJUTH: 110 Meplle, 3HU3UTH BUTPATH CHEPTeTUYHOT CHCTEMH
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y MOPIBHSAHHI 13 TOTOYHUMH BUTPAaTaMH CHCTEMH, 1110 0a3y€ThCs Ha BUKOPHUCTaHHI
BUKOITHOTO TAaJHBa, MO Apyre, 3a0e3MednTH BUPOOHUIITBO OiIBIINX OO0CATIB
eHeprii I CBITOBOi €KOHOMIKH, 1 TIO TpeTe, 30UIBIINTh JOCTYIHICTh €HEprii
JUIsl JFofied y CBITI 3arayioM. Po3missHyTO cy4acHMH CTaH TeIUIoBOi TeHeparii
VYkpainu Ta HeoOXiAHICTh ITPOBEICHHS 11 MiCIIBOEHHOT BiIOYIOBH BiIIOBIIHO 10
BHUMOT CTparterii eHepreTHYHOro Mepexony 0 BUKOPHCTAHHS BiIHOBIIOBAIEHUX
Jokepen eHeprii. JloBemeHO HEOOXimHICTH KoperyBaHHA [lmaHy BiZHOBICHHS
VYkpaiau 3amporoHoBaHOTO HarmioHamsHOIO pazioio 3 BiTHOBICHHS YKpaiHH Bix
HACTIIKIB BifHW, y YaCTHHI NMPHUCBSIYCHIA BiTHOBIECHHIO Ta PO3BUTKY TEIJIOBOI
reHepaii, y ToMy 4ucii, moxo ii mepeBeleHHS Ha BHKOPHCTAHHS OiOMacH.
BHeceHo mpomo3umii 11070 CTBOPEHHsS PIBHUX KOHKYPEHTHHX YMOB IUISIXOM
MiZABUIIEHHS CTaBKM IIOJAaTKy Ha BUKHIM BYIIEHIO JUIS TEIUIOBOI TeHepauii,
pa3oM i3 TOAATKOBUM CTHUMYJIOBAHHSIM PO3BUTKY BITHOBIIOBAJIBHUX [DKEpeEI
eHeprii. 3a3Ha4eHO BIUIUB, KM Ma€ 3aBIATH Ha KOMITaHii, 10 MPOAAIOTH TOBapU
y €C MmexaHi3Mm BymeneBoro perymoBants immopty (CBAM), Ta HeoOXiaHICT
MPUBEJCHHS CKOJOTIYHMX MOJATKOBUX HOPM Y BIAINOBIIHICTBH 110 KpuTepiiB €C.
3amponoHOBaHO 3aXOAX MIONO HEBITKJIATHOI MiATOTOBKH TEXHIKO-CKOHOMIYHOTO
OOIPYHTYBaHHsS PEKOHCTPYKLii a00 HOBOro OyIOiBHMITBAa MHOTYKHOCTEH, IO
BHUKOPHCTOBYIOTh BiJHOBIIOBAJIbHI JPKepena eHeprii Ha ICHYyIOUMX MaiiaHduKax
TEIUIOBUX EJIEKTPOCTAHIINA, 3 METOI0 3a0e3ledeHHs HAasBHOCTi, OApa3y IiCis
3aKiHYeHHs O0HOBUX JiHl Ta 3100y TTS MEPEMOTH, TOTOBUX MPOEKTIB IS 3TyICHHS

(iHaHCYBaHHS 3 OOKY €BPOIEHCHKUX JIOHOPIB.

Statement of the problem

Currently, in the world in general and in Ukraine in
particular, there is an opinion that Renewable Energy Sources
(RES) are technologies, in general, extremely important for
ecology and the global future, but economically unreasonable
and ineffective, at least for now, and that they cannot develop
without external support. This opinion did not occur in
a vacuum; indeed until recently the cost of construction of
power plants using renewables was quite high.

There were the Legislative acts adopted in Ukraine,
which were aimed at stimulating investment in the
renewable energy sources, specifically the construction
of wind or solar power plants. In other words the state
guaranteed investors the purchase of electricity at a fixed
tariff, which would allow predicting profits and guarantee
investors a return on investments.

Then the state realized that it is not able to fully meet
its obligations, and the investor was asked to agree to
areduction in tariffs. This led to the fact that some investors
sued the state in courts with the demand to fulfill their
obligations, in accordance with the previously adopted
legislative acts.

Companies that invest in renewable energy sources
and with them some researchers in this field, continue to
demand financial support from the state, and threaten to
stop investing in the absence of it.

But, such a path is not rational. Of course, the state must
fulfill its obligations under projects that were developed
in accordance with previously adopted legislative acts.
But in relation to new RES projects, the approach should
be changed.

The state should definitely support the development of
RES, for example, by providing preferential tax conditions
along with interest compensation on loans. However, for
new projects, the concept of “green tariff” in its current form
should not be applied at all. The sale of electricity by RES
producers must be carried out on the Wholesale Electricity
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Market at market prices. That is, renewable energy sources
should compete on equal terms with electricity from other
sources and there is every reason to believe that renewable
energy sources will emerge victorious in this competition.

The article sets out its goals to bring to light the
economic expediency of energy transition in the power
production and to designate the steps needed to use the
Recovery of Ukraine from the Consequences of the War as
a transition of Ukrainian fossil-fuel power industry into the
renewable energy sources.

Analysis of recent research and publications

When constructing new generating capacities,
there is no other economically feasible alternative to
Renewable Energy Sources.

First of all, in order to compare on a consistent basis
the most economically expedient source of energy for the
construction of a power plant, energy prices are expressed
in levelized cost of electricity (LCOE) that represents the
average revenue per unit of electricity generated that would
be required to recover the costs of building and operating
a generating plant during an assumed financial life and
duty cycle [1].

LCOE helps to determine the minimum price at which
electricity must be sold so that the power plant is break-
even throughout its lifetime. If, during the construction of
a power plant, an energy source is chosen with a levelized
cost of electricity that is higher than that of alternatives, the
price of the generated electricity will be uncompetitive and
it will be difficult to sell it to the consumer.

The study “Why did renewables become so cheap so
fast?” by Dr. Max Roser, director of the Oxford Martin
Program in Global Development at the University
of Oxford, published in December 2020, proves the
advantages of green energy to fossil fuel technologies.
The study provides the graphs of change in the cost of
electricity between 2009 and 2019 (Fig. 1) [2].
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Fig. 1 — The price of electricity from new power plants

Note: all prices shown in the graphs are without subsidies

In 2009 the cost of electricity produced from utility-
scale solar PV was $359 per MWh. In 2019 the price
became $40 per MWh. The relative price has reversed:
the price of electricity you need to recover expense
with a new average coal plant is now much higher than
the breakeven price by building a wind farm or a solar
power plant.

The price of the fuel and the operating expenses of
the power plant are the main costs of electricity produced
from fossil fuels or nuclear energy. The operating costs of
renewable energy plants are relatively low because they do
not include the fuel expenses as their fuel does not have
to be extracted. Renewable energy plants use as a fuel the
sunlight and wind power and they get it for free.
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What determines the cost of renewable energy is the
power plant constructing and operating cost, in other words
the cost of the technology, and it is through the technology
cheapening that has caused the cost of renewable energy
continue to fall so rapidly. The cost of technology is
reduced due to an increase in production. More production
means falling prices, which means more production, and
so on in a circle. Statistics from past periods prove that
each doubling of the installed cumulative capacity leads to
a decrease of the solar modules price by 20.2 % [2].

Coal-fired electricity has historically been cheap and
remains relatively cheap, but it is not getting cheaper and
has no chance of getting cheaper. There are two reasons
why we should not expect significant changes in the future:

. firstly, conventional coal-fired power plants
have globally average efficiencies of around 34%, the
world’s most efficient coal-fired steam power plant RDKS8
(Germany) has 47.5% net thermal efficiency and there is
little scope for it significantly improvements (e. g. steam
turbines manufacturer GE Steam Power is testing the ultra-
supercritical technology with 50 % efficiency) [3];

. secondly, for all non-renewable power plants there
is a lower bound of possible electricity cost decreasing.
Even if the power plant operating expenses would decline,
the price of the fuel means that there is a floor below which
the price of electricity cannot slip.

Gas energy is more efficient than coal, and despite
the cost reduction restrictions also related to the price of
fuel would play a rather important role in balancing the
energy system.

Nuclear power will continue to be important during the
transition period as it can be complementary to renewables
where these energy sources have their weaknesses: firstly,
the intermittency of electricity from renewable sources
remains a problem, and nuclear power with gas power
must provide stable performance of energy systems. And
secondly, the installation of renewable energy sources
requires large areas, and the great environmental advantage
of nuclear power plant is that it uses not so much land.

Thus, it is clear that the building of coal-fired power
plants from scratch under current conditions is wasteful.
However, all over the world there are coal-fired power
plants that can continue to operate. Following study is
proving that the extension of the exploitation of coal
capacities, in comparison with the construction of new
RES capacities, is economically unfeasible.

In January 2023 was published a joint study by
ENERGY INNOVATION specialists and scientists from the
University of California called “Coal Cost Crossover 3.0,
devoted to the transition in the United States of America
from coal generation to renewable energy sources. The
study analyzed the costs of operating all existing US
coal-fired power plants with a total installed capacity of
220 GW, compared with the costs of building wind and
solar power plants that could replace them. This study finds
that 99 percent of all coal-fired power plants in the U.S. are
more expensive to operate on a forward-looking basis than
the all-in cost of replacement renewable energy projects [4].

It should be noted that in a similar study, which was
published in 2019, as of 2018 the continued operation of
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only 62% of coal-fired power plants was economically
unfeasible. Such dynamics are associated with a constant
increase in production costs at coal-fired power plants and
their decrease at RES power plants.

A clear confirmation of the validity of the research
conclusions is the Integrated Resource Plan of NV
Energy from Nevada, which includes converting the
existing coal-fueled plant at the North Valmy Generating
Station to a cleaner natural gas-fueled plant and the
purchase, installation and operation of a company-owned
400 megawatt solar plant along with a 400 megawatt, four-
hour battery storage system in Northern Nevada [5].

This project will create several hundred jobs in
construction, and by accumulating capacity will help shift
the produced energy to the times of day when it is most
needed, serving the reliability needs of the area.

It should be noted the Inflation Reduction Act (IRA)
signed on August 16, 2022 by President Joe Biden, which
will have a very significant impact on the acceleration of
the energy transition in the United States. The Production
Tax Credit and the Investment Tax Credit are the two key
tax credits provided by the IRA for new clean electricity
resources. They put RES generation in more favorable
conditions compared to other electricity producers.

However, despite the understanding of the energy
transition inevitability the thermal power generation use
is going on. One of the factors that slowing the energy
transition process is a fear to lost profits giving up the
steady business, but acceleration of the energy transition
process will bring additional profit.

According to the study by a group of Oxford University
scientists “Empirically grounded technology forecasts and the
energy transition”, published in the journal Joule on September
13, 2022, a transition to a carbon-free energy system by
around 2050 would save at least $12 trillion worldwide,
compared to continuing to use fossil fuels at current levels.
The study presents a win-win-win scenario in which moving
to clean energy as quickly as possible would lower the cost of
the energy system compared to a fossil-fueled system, while
providing more energy to the global economy and increasing
energy access to more people all over the world.

The “Rapid Transition” scenario proposed in the study
shows a realistic future for a fossil-fuel-free energy system
by around 2050 that would provide 55% more energy
services worldwide than today, thanks to increased solar,
wind, batteries, electric vehicles and clean fuels such as
green hydrogen (produced from renewable electricity).
In addition, the study shows that costs for key storage
technologies such as batteries and hydrogen electrolysis
are also likely to drop drastically [6].

This study has been conducted before Russia’s invasion
of Ukraine that caused the inflation surge around the world
and revealed all risks of continuing to rely on expensive,
insecure fossil fuels. The current energy crisis underscores
the vulnerability of world economy confronted by the
growing fossil fuels prices. The research confirms that the
accelerating transition to clean energy as soon as possible
will bring benefits both for the economy and the ecology.

As said mathematics professor Doyne Farmer, who led
the research team: “There is a pervasive misconception that
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switching to clean, green energy will be painful, costly and
mean sacrifices for us all — but that’s just wrong. Renewable
costs have been trending down for decades. They are
already cheaper than fossil fuels in many situations, and
our research shows they will become cheaper than fossil
fuels across almost all applications in the years to come.
And, if we accelerate the transition, they will become
cheaper faster. Completely replacing fossil fuels with clean
energy by 2050 will save us trillions” [7].

Current status of Ukrainian thermal power generation
and recovery plans

According to Draft Ukraine Recovery Plan, as of
late 2021, about 20% of Ukrainian thermal power plants
have been reconstructed, but the issue of bringing their
environmental characteristics to modern requirements
remains unresolved, and flexibility characteristics though
slightly improved still remain inadequate for the current
needs of the Integrated Power System (IPS) of Ukraine.
The remaining units are maintained in working condition
due to overhauls and current repairs, but their deterioration
is constantly increasing and reaches the threatening limit
in terms of the possibility of their further operation without
reconstruction [8].

The recent studies prove that the reconstruction and
extension of operation, as well as the construction of new
capacities using fossil fuels, including natural gas, do not
make economic sense.

Nevertheless, the Draft Plan for the Recovery of
Ukraine proposed by the National Council for the Recovery
of Ukraine from the Consequences of the War, on the
contrary, envisages the ecological modernization of coal-
fired power units and the commissioning of gas-fired power
units. But it still contains a caveat that the expediency of
ecological modernization, relative to alternative options
(reconstruction or new construction on the existing site), is
determined for each power unit during the preparation of
the corresponding feasibility study.

In my opinion, wasting time, effort and money on the
reconstruction or construction of coal-fired power plants in
Ukraine is impractical. The only goal we should strive for
can only be a full and accelerated transition to renewables,
certainly taking into account the need to maintain the stable
operation of the energy system.

In addition, the Head of the Permanent Representation
of the European Investment Bank (EIB) in Ukraine, Jean-
Eric de Zagon, in his speech during the 13th Energy Day
of the European-Ukrainian Energy Agency (EUEA),
dedicated to the prospects for the development of the
Ukrainian energy industry, held in Vienna on October 14,
2022, noted that Ukraine should ensure a green transition
within the framework of the National Recovery Plan
of Ukraine in order to successfully integrate into the
European economy. He also emphasized that the EIB
will not consider new investments in projects related
to fossil resources. The EIB aims to support projects on
the development of green energy, the strengthening of
Ukrainian power transmission capacities to the EU, and the
reconstruction of energy infrastructure. The same approach
will be taken by a number of large development banks and
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financial funds, such as the IFU of Denmark or the FMO of
the Netherlands [9].

In my view, in the Recovery Plan of Ukraine rather little
attention is paid to the use of biomass, although, according
to the data of the European Commission, biomass continues
to be the main source of renewable energy in the EU, with
a share of almost 60% [10].

In the Recovery Plan of Ukraine, biomass is supposed
to be used only as a fuel for cogeneration. However, there is
an experience of converting coal-fired thermal power plants
units to use biomass. The DRAX GROUP North Yorkshire
power station (Great Britain) is a case in point [11].

According to the Bioenergy Association of Ukraine,
as of 2021, the energy potential of biomass in Ukraine
was 24.87 million tons of oil equivalent per year — this is
29% of the total energy supply in Ukraine (86.36 million
tons of oil equivalent in 2020). And what is important, as
Ukraine is an agrarian state, this potential consists mainly
of biomass of agrarian origin [12].

Currently, 12 GW of the installed capacity of Ukraine’s
fossil fuel power plants are located in the occupied
territory, that is, they are currently excluded from the
formation of the country’s overall energy balance, and it is
these capacities that can most painlessly be used as a basis
for the post-war transition of Ukraine’s electricity industry
to renewable energy sources.

To my mind, during the recovery of Ukraine from the
consequences of the war, it is the state that should become
a driving force and an example of abandoning coal in
electricity production.

The majority of shares of PJISC “Centrenergo”, which
includes three coal-fired power plants, are exactly state-
owned. The activity of PJSC “Centrenergo” is and has been
unprofitable, despite the fact that coal was purchased from
state mines at below-market prices. In turn most of the state
mines, work only through the support from the state, because
the cost price of mined coal is much higher than market prices.

On the basis of the Secretariat of the Cabinet of Ministers
of Ukraine, as of 2018, the state owned 102 mines, most
of which were located in uncontrolled territories. Among
the 33 mines controlled by the government, only 4 were
profitable. According to the data of the study of the Secretariat
of the Energy Community entitled “Investments into the
past” published in May 2022, for the period from 2016 to
2020, the amount of state subsidies aimed at supporting
Ukrainian mines totaled to 1,640.63 million euros [13].

If the state really wants to prove that it is an effective
owner, it should close unprofitable mines, and direct the
freed funds to social support for laid-off workers and the
transfer of generating capacity to technologies without
the use of coal, and with an appropriately prepared
investment projects, the funds of the NextGenerationEU
European Fund should be attracted. There is another
way — privatization, but with a mandatory condition for
the investor regarding the transfer of generating capacities
to “green” production technologies. But in any case,
the closure of state mines cannot be avoided. The idea
of privatizing PJSC “Centrenergo” in a package with
unprofitable mines should be forgotten forever — in today’s
world, no one can be interested in it.
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Furthermore, to stimulate investment in the Renewable
Energy Sources the state should use the tax incentives,
instead of the obligation to buy “green” electricity at
a fixed rate. Thus, the state does not directly finance the
development of RES, but only refuses additional revenues
to the budget, and stimulates investors to develop business
and increase their own profits.

On the other hand, the state must stop the fossil fuel
technologies support. By “support” I mean the low Carbon Tax
Rate. It should be aligned with the average European level. Of
course, the increase of the Carbon Tax Rate will meet fierce
opposition from the “coal” lobby, and their main argument
will be the soaring cost of electricity for the final consumer
and the decrease in the competitiveness of Ukrainian goods
on world markets. But we must finally realize that Ukrainian
enterprises must play on equal terms with foreign companies
—learn to optimize production and energy consumption. There
is no other way, Ukrainians should not forget how precious for
the state and each of us turned out the “cheap”, initially gas
from Russia, and then fuel and electricity from Belarus.

In addition, as of 1 October 2023 in the European Union
will enter into force in its transitional phase the Carbon
Border Adjustment Mechanism (CBAM). Starting from
01 January 2026, a tax on direct carbon emissions from the
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production of goods will be gradually introduced. Thus,
both foreign and local companies selling goods within the
EU must play by the same rules and pay the same [14].

A tax on direct carbon emissions will be required to
pay anyway. But if enterprises are paying to the Ukrainian
budget taxes that meet all EU criteria, it will allow them to
import goods without additional fees at all.

Conclusions

* The myth about the high cost and economic
unattractiveness of “green technologies” should not only be
destroyed, but on the contrary, evidence should be spread
as much as possible that the faster the energy transition
takes place, the greater the economic profit it will bring.

+ Ukraine should urgently prepare a program to get
rid of outdated and unprofitable energy technologies and
replace them with RES technologies.

+ Also, immediately, without waiting for the end of the
war, it is necessary to begin the development of a technical
and economic justification for the reconstruction or new
construction of RES capacities at the existing thermal
power plants sites, in order to be able to offer ready-made
projects for receiving financing from European donors by
the time the hostilities end and victory is achieved.
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The article examines the concept of “competitiveness” and provides the author’s
own definition of this economic definition. The factors of internal and external
influence on competitiveness are expanded. The dynamics of changes in the
number of Ukrainian enterprises in 2012-2022 is analyzed. The activities of
PJSC “Zaporizhzhia Abrasive Plant”, production volumes of the main types of
products and competitiveness indicators are studied. The strengths and weaknesses
of the enterprise, as well as the problems it faces, and the actions it takes to
modernize are considered. The reserves for improving the competitiveness of the
enterprise PJSC “Zaporizhzhia Abrasive Plant” are identified. The place of Ukraine
and the United Kingdom in the global competitiveness index is analyzed. The
advantages of doing business in the UK are identified and the main factors affecting
the competitiveness of enterprises in both countries are highlighted. Actions to
improve the competitiveness of Ukrainian enterprises are proposed.
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VY crarTi IOCHiIKEHO MOHATTS «KOHKYPEHTOCIIPOMOXKHICTH» Ta HaJaHO BIACHE
BU3HAYCHHS JaHOI eKOHOMIYHOI NediHiuii. Po3mmpeHo paktopu BHYTpPIlIHBOTO Ta
30BHIIIHBOIO BIUIMBY Ha KOHKYPEHTOCHPOMOXKHICTh. [IpoaHainizoBaHO AMHAMIKY
3MIHH KUTBKOCTI YKpalHCBKMX mianpueMctB 3a 2012-2022 pp. docmimkeHO
nisumeHicTh [IpAT «3amopi3ekuii abpa3uBHUIA KOMOiHAT», OOCSTH BHPOOHHIITBA
OCHOBHHMX BH/IiB IPOAYKIIii Ta ITOKa3HUKIB KOHKYPEHTOCIIPOMOXKHOCTI. Po3rsiHyTo
CWIBbHI Ta cnabKi CTOPOHH IiANPHEMCTBA, & TAKOK MPOOJIEMH 3 SKUMH BOHO
CTHKAETHCS], @ TAKOXK JIi1 IKi BOHO IPOBO/IMTS 331715t MOZIepHi3atlil. BusHaueHo pesepsu
MiJBUIIEHHS KOHKYypeHTOCIpoMOo)kHOCTI mianpuemctBa [IpAT  «3amopizbkuii
abpasuBHU KoMOiHaT». [IpoanamizoBano Micue Ykpainum Ta Benmkoi bpuranii
B IIOOANBEHOMY iH/IEKCI KOHKYpPEHTOCIPOMOKHOCTI. BI3HaueHO miepeBaru BEIeHHS
6i3uecy y Benmkiii bpuranii Ta BUAiLIEeHO OCHOBHI (hakTOpH, IO BIUIMBAIOTH Ha
KOHKYPEHTOCIIPOMOXKHICTh MIJIPUEMCTB 000X KpaiHHW. 3anporoHOBaHO [ii st
IJIBUIIEHHS] KOHKYPEHTOCIPOMOXXHOCT] YKpaiHCHKUX MiAIIPUEMCTB.

Problem statement

It is quite difficult for Ukrainian enterprises to compete

competitive advantages. The study of these problems will
help to identify the main challenges and obstacles facing
Ukrainian enterprises and to identify effective strategies

with global leaders, in particular with British enterprises,
which are highly competitive in the international market.
Ukrainian enterprises face difficult conditions in the
domestic market, such as an unstable political situation,
underdeveloped infrastructure, complex procedures and
a large number of taxes, which complicate the business
process and limit the ability of enterprises to achieve

and solutions to improve their competitiveness in the
international market.

Analysis of recent research

Back in 1776, the English scientist Adam Smith formed
his own definition of the concept of competition, after which
many scientists studied this concept, including D. Ricardo
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and J. Keynes. The main criterion of competitiveness
was defined by A. Marshall, but M. Porter formed the
definition of competitiveness in his work “The Theory of
Competitive Advantage”. Many scholars pay attention to
the problems of competitiveness of Ukrainian enterprises.
Among the researchers whose works can be distinguished
are Bugay V. [1], Kuznetsova K. [2], Matvienko-
Bilyaecva H. [3], Melnyk O. [4], Putsenteylo P. [5],
Reznikova O. [6], Sydorenko V. [1], Khomenko Y. [6].

In their works, the researchers investigated the
theoretical aspects of the concepts of “enterprise
competitiveness” and “competitiveness”, the
competitiveness of an enterprise based on its resource
potential and the factors that ensure it.

Goal setting

The purpose of the article is to study the level of
competitiveness of Ukrainian enterprises on the example
of Zaporizhzhya Abrasive Plant PJSC and to compare it
with English enterprises.

Presentation of the main material

The competitiveness of Ukrainian enterprises is one of
the factors of stable development of the country’s economy.
At present, enterprises face a large number of challenges
related to the difficult political and economic situation.

Scholars have different approaches to defining the
concept of “enterprise competitiveness”. In order to
formulate the concept of competitiveness in this paper, we
have considered the opinions of various authors.

Bugay V.Z. and Sydorenko V.O. understand “the
competitiveness of enterprises in the studied industry
as the ability of an enterprise at the current moment of
time to ensure effective operation, maintain sustainable
development and stable market positions through flexible
adaptation to changes in the marketing environment” [1].
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Kuznetsova K.O. noted that “competitiveness is the
presence of certain advantages (resources) and the ability
and ability to use them correctly in competition with other
“players” to achieve their goals” [2].

G.L. Matvienko-Bilyaeva in her scientific work
noted that “the competitiveness of an enterprise is
a characteristic that reflects the degree of advantages over
competing enterprises in a set of certain performance
indicators in certain markets, for a certain period of time,
the competitiveness of an enterprise can be assessed by
comparing the competitive positions of several enterprises
in a particular market” [3].

Melnyk O.I. in his work gave the following definition
of the concept “competitiveness of an enterprise is a set
of the following characteristics: capture of market share
by an enterprise; ability of an enterprise to produce, sell
and develop; ability of senior management to achieve the
set goal; ability of an enterprise to sell its own products at
a price that ensures growth and fulfillment of obligations
to third parties (ensuring a certain level of profitability,
formation of fixed assets, return on investment capital)” [4].

According to P.R. Putsenteylo, “competitiveness of an
enterprise is the ability to use the internal potential of the
enterprise, forming and developing competitive advantages
in accordance with the conditions of the micro and macro
environment” [5].

Summarizing the opinions of various authors, we
believe that competitiveness is the ability of an enterprise
to use its internal potential to gain an advantage over
competing firms in order to increase the enterprise’s profit.

Competitiveness factors are divided into internal and
external (Fig. 1).

During the formation of the Ukrainian economy,
enterprises were influenced by external and internal
factors, but despite this, they continued to develop and
increase their number, as shown in Figure 1.

Factors of competitiveness |

Internal

system and methods of
enterprise management

—| level of technology

organization of the
production process

—' long-term planning system |

—| focus on the marketing concept |

innovative nature of
production

External

4‘ political situation in the country |

{ economic relations |

4' presence of competitors |

4' allocation of production forces |
4' availability of raw materials |

general level of engineering
and technology

4‘ industrial control system |
—i production concentration |

legal framework |

Fig. 1 — Factors of enterprise competitiveness

Source: compiled by the authors based on [6]

16



Financial Strategies of Innovative Economic Development. Ne 3 (59), 2023

Thus, analyzing the dynamics of changes in the
number of Ukrainian enterprises (Fig. 2), we can
conclude that in 2013-2016 there was a sharp decline
due to the beginning of Russian aggression in Donbas,
as well as the annexation of Crimea and the unstable
political situation. After 2016, there was a positive trend,
in 2020, despite the onset of the coronavirus crisis,
there was the largest number of Ukrainian enterprises,
followed by a slight decrease in 2021. But in 2022, there
was a sharp decrease in the number of enterprises, due
to the full-scale Russian invasion, Ukrainian enterprises
came under occupation, were destroyed and closed due
to large losses.

In this paper, we would like to consider Zaporizhzhia
Abrasive Plant PJSC, which is located on the frontline
territory, and at the beginning of the Russian invasion, the
company had to completely rebuild its supplier system,
change logistics, and look for new export routes.

Private Joint Stock Company Zaporizhzhia Abrasive
Plant is the only manufacturer of abrasives in Ukraine
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and one of the largest producers of abrasives in Eastern
Europe. The company’s products are characterized by the
production of abrasives of consistently high quality [8].

In Ukraine, there are no analogues to ZAK PJSC for the
production of normal aluminium oxide, silicon carbide and
boron carbide (Table 1).

According to the table, it can be concluded that
the company has increased the production of normal
aluminium oxide, which has led to a significant increase in
its revenues. The production of silicon carbide (an abrasive
material that is the main product of Zaporizhzhia Abrasive
Plant PJSC) decreased, but revenues from it increased,
which is most likely due to the increase in its price.
Ceramic- and bakelite-bonded abrasives also experienced
a decline during the period under review.

Analyzing Fig. 3, it should be noted that the largest
production volumes of normal aluminium oxide were in
2021, while the production volumes of silicon carbide
and ceramic and bakelite-bonded abrasives decreased
during 2018-2020, but in 2021 there was a slight increase.

697282 699803

698771

659755

2020 2021 2022

Fig. 2 — Number of Ukrainian enterprises in 2012—-2022 in mln.

Source: compiled by the authors based on [7]

Table 1 — Production volumes of the main types of products of PJISC “ZAK” for 2018-2022

Production volume | Production volume Production volume | Production volume | Production volume
in 2022 in 2021 in 2020 in 2019 in 2018
Main _ Elezma| - Elermal| - Sl o] - ElEza| - & BZa
product |25 2 S<F|25%5E| S5 |gCwE| SSE|giwE| S5E(28s8 S58
type ZLEL5| B | 2EES| EDg |22 EE| EDZ|22EE| EDs |E2E5| 508
sE5% EE2| =555 | EE2 =553 EEZ |=55%| EE2 (=552 EE2
- =~ 2| sL¥ =~ 2l gL¥ = 9l gE* =~ ol gL
E .- E .- E .- E .- E .-
Electro-
corundum | 70797.7 . | 711180.7 | 37013.4 1. [821950.90 | 27795.41 |586668.50 | 33196.5 1. | 630527.50 | 34344.48 1 | 703975.00
normal
f;lt;%ré 48203 1. | 821847.7|18344.975 1. | 512064.00 | 6832.355 1. | 169108.00 | 16006.8 1. | 388675.30 | 21309.76 T | 507898.00
Abrasive
tools with
ceramic and | 1983.44T. | 195260 | 3653.966 1. |236917.10| 2825.5T |190406.10|4036.658 1. | 247839.50 | 4522.51 1 | 242523.00
bakelite
bond

Source: compiled by the authors based on [8]
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Fig. 3 — Dynamics of production volumes of the main types of products of PJSC “ZAK” for 2018-2021, in tons

Source: compiled by the authors based on [§]

In 2022, the production of silicon carbide and ordinary
aluminium oxide increased significantly, with an increase
in revenue from silicon carbide and a decrease in revenue
from aluminium oxide, indicating a decrease in price,
while the production of abrasive tools almost halved.

To determine the level of competitiveness of
Zaporizhzhia Abrasive Plant PJSC, we analyze the
indicators that characterize it (Table 2).

The indicator of unit production costs had insignificant
changes during 2020-2022, which indicates that the
company focuses on optimizing production processes.

The capital efficiency decreased significantly in 2022
compared to 2021, indicating a decrease in the efficiency
of the use of fixed assets.

Product profitability was the highest in 2022 at 1.33,
indicating an increase in production and sales efficiency.

Labor productivity decreased significantly in 2021
compared to 2020, and the decline also occurred in 2022,
which may be due to a decrease in employee motivation,
insufficient qualifications of employees, and a decrease

in the number of employees, as 1500 employees were
mobilized in 2022 (Table 2).

The autonomy ratio gradually decreased from 1.81
to 0.93 in 2020 to 2022, indicating an increase in the
company’s dependence on external financing. The solvency
ratio, according to the table, indicates the financial stability
of the company, it remained at the level of 0.01.

The absolute liquidity ratio decreased by 0.16 during
2020-2022, indicating a decrease in cash and securities
compared to short-term liabilities. The working capital
turnover ratio also decreased by 0.83 in 2022, indicating
a decrease in the efficiency of current asset management.
According to the analysis, the indicators of the enterprise’s
competitiveness have quite different values; profitability
and labor productivity, as well as the solvency ratio,
indicate the effective operation of the enterprise. However,
other indicators indicate the problems that exist at the
enterprise, to solve which it is worth paying attention
to the optimization of production processes, financial
management and efficient use of resources (Table 3).

Table 2 — Indicators of competitiveness of the enterprise “ZAK” PJSC for 2020-2022, UAH

Indicator | Formula | 2020 | 2021 | 2022

1. Efficiency of the company's production activities
Unit production costs Gross costs / Output volume 1,06 0,98 1,03
Return on equity Production volume / average annual cost of fixed assets 3,70 6,40 | 4,70
Product profitability Profit from sales / cost of production 1,20 1,23 1,33
Labor productivity Production volume / Average number of employees of employees 23,94 | 821 8,05

2. Financial position of the company

Coefficient of autonomy Own assets of the enterprise / Total amount of funding sources 1,81 1,62 0,93
Solvency ratio Equity capital / General obligations 0,01 0,01 0,01
Absolute liquidity ratio Cash and marketable securities / Short-term liabilities 0,26 0,09 0,08
Working capital turnover ratio | Revenue from sales of products / Average annual working capital balance | 1,70 2,54 1,71

Source: compiled by the authors based on [§]
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Table 3 — SWOT analysis of Zaporizhzhya Abrasive Plant PJSC

Strengths

Weaknesses

1.The company has several production facilities, which are
different in their importance and technology.
2.The company exports approximately 90% of its products to
European countries.
3.The sphere of application of the products manufactured at the
enterprise is quite wide, ranging from nuclear energy, machine
and aircraft construction to dentistry and cosmetology.
4.The company carries out a full production cycle (from raw
materials to materials and products from them)
5.Wide range of products

significantly affected by competition from Chinese manufacturers

1. Low level of introduction of new technologies and new
products
2. The volume of production of all types of products is

Features

Threats

1. Production of finished products
2. Entering new sales markets
3. Implementation of innovative production methods

2. The consequences of the introduction of martial law, the sales
market has shrunk, and European partners, given the company’s

competition in the industry, frequent changes and unresolved basic

1. Unpredictability of hostilities on the territory of the state;

close proximity to the war zone, prefer Chinese and Russian
manufacturers and suppliers.
3. The economic downturn in the economy as a whole;
4. A significant level of inflation;
5. Instability of the financial and currency markets;
6. High interest rates for obtaining credit resources, high

legislation of Ukraine;
7. Increase in energy prices;
8. Lack of working capital.
9. High degree of dependence on legislative or economic
restrictions

Source: compiled by the authors based on [8-9]

To assess the company’s competitiveness, it is also
necessary to consider the company’s competitors, its
strengths and weaknesses, as well as problems that may
hinder its development.

In the world, the main competitors of PJSC “ZAK” are:
normal aluminium oxide — manufacturers of China; black
silicon carbide — OJSC “Volzhsky Abrasive Plant”, Russia;
boron carbide — manufacturers of China; cutting wheels —
KLINGSPOR LLC, Germany, manufacturers of China.

Despite all the problems the company is currently
facing, it continues to develop. In 2020-2021, Zaporizhzhia
Abrasive Plant modernized the production of normal and
abrasive aluminium oxide grinding materials with the
installation of the latest European furnace and introduced
automated control of melting furnaces.

From 2022 to 2023, the following were reconstructed:
hot water supply and heating systems with the installation of
electric boilers, a silicon carbide grinding section, a dosing
and mixing system for raw materials for the silicon carbide
smelting production, and aspiration units for the main
production facilities. It is also planned to install European
equipment, increase capacity and reduce energy costs.

Thus, based on the example of Zaporizhzhia Abrasive Plant,
we can conclude that it is currently quite difficult for Ukrainian
enterprises to carry out their activities due to a number of
obstacles they face, including the occupation or destruction of

warehouses and equipment, lack of electricity, loss of suppliers
and customers, distrust on the part of customers, etc.

However, Ukraine has plans to join the EU in the
near future and needs to reorient enterprises and increase
competitiveness. In this article, we would like to compare
the competitiveness of Ukrainian enterprises with that
of the UK.

It is worth comparing the Global Competitiveness
Index for Ukraine and the UK (Table 4). According to the
table, the UK is always in the top twenty, while Ukraine,
although it has increased its place in the ranking over the
study period, is still 34 positions below the UK.

The advantages of doing business in England are:

1) economic and social stability in the country,
although the economic situation in the country was
disrupted by Brexit

2) developed market

3) legislation is conducive to doing business, there are
relevant laws that facilitate the opening and development
of small and medium-sized businesses;

4) progressive taxation (in the current period, the level
of taxes has all the prerequisites for reduction)

5) relatively low interest rates on loans;

6) high level of asset security;

7) established trade relations with European markets
and the United States (England is a few steps away

Table 4 — Rankings of the UK and Ukraine in the Global Competitiveness Index for 2018-2022

Country 2018 2019 2020 2021 2022
United Kingdom 20 23 19 18 23
Ukraine 83 85 85 54 57

Source: compiled by the authors based on [10]
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from signing an agreement on free economic space and
cooperation with the United States).

We highlight the main factors that affect the
competitiveness of enterprises in both countries:

1. The overall economic stability and growth rates of the
countries are quite different, a stable and growing economy
provides companies with more opportunities for development.

2. The quality and efficiency of infrastructure,
including transportation, communications and utilities,
currently in Ukraine, logistics is completely destroyed,
unlike in the UK.

3. Ukrainian companies are quite technologically
advanced, unlike the UK, where entrepreneurs are more
conservative.

4. The UK has greater access to international markets,
while Ukraine is currently losing its main customers due
to their distrust of suppliers from a country where military
operations are taking place.

Thus, both countries have their strengths, but doing
business in England currently has significant advantages,
including stable economic and social conditions, a developed
market, favorable business legislation, progressive taxation,
access to international markets, and established trade relations.

To increase the competitiveness of Ukrainian
enterprises, it is advisable to establish ties with foreign
countries, open new markets, for example, enter the markets
of Asia and Africa. They should also improve the quality
of their products in line with international standards and
introduce new technologies. In addition to the actions taken
by the companies themselves, the state should also create
a legislative framework to improve the competitiveness of
enterprises, as well as create laws that would provide for
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the sale of domestic products first and foreign ones second.
Similar laws are in place in the European Union.

Conclusions

Thus, we can conclude that competitiveness is the
ability of an enterprise to use its internal potential to gain
an advantage over competing firms in order to increase the
enterprise’s profit.

It is currently quite difficult for Ukrainian enterprises
to compete in the international market, according to our
research, in 2022 there was a sharp decline in enterprises,
which was caused by Russian aggression and the
coronavirus crisis that took place during 2020-2021.

Considering Zaporizhzhia Abrasive Plant PrJSC, we
came to the conclusion that despite the proximity of the
enterprise to the front line and constant shelling of the city,
the company continues to operate and develop. Analyzing
its competitiveness indicators, we identified a number of
problems faced by the company, including dependence
on external sources of financing, inefficient management
of working capital and financial assets. In addition, the
company suffers from distrust of European partners and
a high level of competition from Chinese manufacturers,
so it is advisable for the company to introduce new
technologies that would simplify the production process
and reduce the cost of products and make them competitive.

Analyzing the Global Competitiveness Index, we
concluded that Ukrainian enterprises are gradually
continuing to develop and move up the ranking, but it
is currently difficult to compete with British enterprises,
so it is advisable to open new markets and increase
production innovation.
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innovative development, model of creation of the economic mechanism for industrial enterprises’ innovation
economic mechanism, activity (IA) is improved. It is established that the difference between the economic
elements, innovations, mechanism (EM) and the organizational mechanism (OM) lies in the fact that the
management, effect, areas, former aims to achieve goals by regulation of financial, production, technological,
efficiency innovation and marketing activities, management of enterprise’s development, but it

does not involve planning, organization, causes, IA strategy development, ownership
form determination, implementation of measures to improve enterprise’s resource
availability, methods and techniques of A decisions-making and implementation.
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Kuarouosi ciioBa: Metoro crarti € po3poOka  CKIQJOBHX  OpraHi3amiiHO-eKOHOMIYHOTO
aKTHBI3aIlif, MEXaHi3My aKTHBi3amii iHHOBAI[IfHOTO PO3BUTKY NIPOMHUCIOBUX ITiIPUEMCTB
IHHOBAIlIITHUI PO3BUTOK, Ta YIOCKOHAJICHHS MOJeNli MOOyZOBHM EKOHOMIYHOTO MEXaHi3My I1HHOBamiiHOL
€KOHOMIYHHU I MEXaHi3M, nisuteHOCTi (1/1) npomucioBux mignpueMcTB. O0’€KTOM AOCIIIKEHHS € MEXaHI3My
€JIEMEHTH, IHHOBAIIIT, yIpaBIliHHSA,  aKTHBi3alil e(eKTMBHOTO IHHOBALIHHOTO PO3BUTKY HPOMHCIOBHUX MiAPHEMCTB.
e(eKT, HanpsMH, ePEeKTHBHICTH 3anpoItOHOBaHO CKJIaJ0BI OpraHi3alliifHO-eKOHOMIYHOTO MEXaHi3My aKTHBi3alii

IHHOBALIHHOTO PO3BUTKY MPOMHCIOBUX MiJIPHEMCTB. YIOCKOHAICHO MOJIEIb
mo0Oy10BY €KOHOMIYHOTO MeXaHi3My iHHOBamiiHo1 aisttbHOCTI (I/]) mpommcioBuX
HiATPHEMCTB. BcTaHOBNIEHO, MO BiAMIHHICTIO €KOHOMIYHOTO MexaHisMy (EM)
Big opranizauiiiHoro (OM) € Te, W0 Bij CHPSIMOBAaHUI Ha NOCATHEHHS LiJei
NUIIXOM PETyJIIOBaHHS (PIHAHCOBOI, BUPOOHMUYOI, TEXHOJIOTIYHOI, IHHOBAIIHHO,
MapKEeTHHIOBOI JisUTbHOCTI, YIIPABIiHHS PO3BUTKOM IIiIIPHEMCTBA Ta HE OXOILTIOE
IUTaHyBaHHS, OpraHi3allio, MOTHBAILiI0, po3po0Ky crpareriii I/], Bu3Ha4eHHS popM
BIIACHOCTI, 3iiICHEHH 3aX0iB IIIOJI0 IOKPAIICHHS 3a0€3MEYCHOCTI i AMPUEMCTBA
pecypcaMu, METOAH i criocobu MpuHHATTA pimens [J] Ta ix peanizaii.

Purpose of the article Problem statement

To suggest the components of the organizational and The relevance of studying this issue is explained by the
economic mechanism for intensification of industrial fact that most enterprises strive to achieve high indices of
enterprises’ innovative development. economic development, which is possible provided that
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the credit system, financial security and organization of the
production process are effective. However, introduction of
innovations at enterprises is rather slow due to a lack of
knowledge on application of innovations, lack of financial
resources and failure to meet the goals set. The main way to
develop an enterprise’s A is to use a mechanism to manage
this activity, which will enable achievement of goals and
control over the process of strategy implementation.

Analysis of the sources used

Quite an interesting approach to the development
of the IA economic mechanism was used by
O.A. Kyryk [1, p. 39—-43; 2, p. 75-76], who considered it
as a set of methods, principles and means to be applied
in implementation of innovation activities, which enables
improvement of innovative development, introduction
of innovative technologies in order to meet consumer
needs and strengthen competitive positions on the market.
S.0. Tyvonchuk and Ya.O. Tyvonchuk [3, p. 101-104]
developed the approaches to formation of an intensification
mechanism for enterprise’s innovative development,
which will help to overcome a technological gap, introduce
innovations in production and organize innovation
activities. The authors considered the stages of increasing
the innovations application efficiency as the premises
for innovative development improvement, including
feasibility of innovations involvement; collection and
processing of information on the existing innovations;
analysis of the resources availability, identification of
environmental factors’ impact and definition of product
markets; innovation strategy implementation, application
of innovations; monitoring, evaluation of results.

Results

S.0. Tyvonchuk and Ya.O. Tyvonchuk determined the
following elements of the mechanism (Fig. 1): objects,
subjects; public administration; business structures;
partnership; functions (planning, organization, motivation,
control); methods (insurance, crediting, price adjustment,
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state control, tax pressure); factors that contribute to
innovative development; areas of the mechanism application;
legislative framework; tools for the mechanism adoption.
The mechanism adoption will promote innovation activities,
production of innovation products in accordance with
consumer needs, establishment of partnership enterprises,
but the authors did not address the issues of innovation
strategies selection, their implementation and feasibility of
forecasting the innovative development results.

The components of the economic mechanism suggested
by O.A. Kyryk are as follows: functions, principles,
methods, interests and elements. The elements of the IA
economic mechanism are as follows (Fig. 2): financing
of innovative development; innovation management;
marketing; government assistance; search for innovations;
application of innovations; development of innovation
projects. We should note that the economic mechanism
application will assist with the IA adaption to environmental
factors’ variability, satisfaction of the company owners’
needs, application of innovation strategy and making
effective innovative decisions. The disadvantage of the
analysed approach consists in non-consideration of the
stages of innovative development forecast, implementation
of IA public administration and application of tools for the
mechanism implementation when building the mechanism.

Another scholar, .M. Kipioro, suggested a model for
building the organizational and economic mechanism for
investment and innovation development, which is based
on application of methods, levers, tools, organizational
and economic principles, and adjustment of development
areas in order to obtain positive results [4, p. 46—48].
The organizational and economic mechanism is based
on four blocks, namely: assessment of the prospects for
IA development (analysis of the level of the enterprise’s
investment activity, research of the impact of external
environment on IA, assessment of resource availability,
establishment of prospects for innovative development,
calculation of IA efficiency); application of tools (insurance,
tax obligations, legislation, causes, marketing, pricing,

y
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Factors that affect innovative development

|:> Areas of mechanism application

A 4

Legislative framework

Organizational and economic mechanism

Application of mechanism

A 4

=

adoption tools

Evaluation of mechanism efficiency

Fig. 1 — The components of the organizational and economic mechanism for innovative development intensification

Source: developed by the author on the basis of the [3, p. 101-104]
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Fig. 2 — The model of building the economic mechanism for innovation activity

Source: developed by the author on the basis of the [2, p. 75-76]

forecasting, financial assistance); investment security
(borrowed funds, investment resources, own resources,
subsidies); functional purpose (mechanism adjustment,
supervision of innovative development, application of
principles, analysis of the dynamics of investment and
innovation activities). The advantage of this approach lies
in the ability to increase the enterprise’s competitiveness,
modernize production and improve IA development.
Based on the generalization of the scientists’
approaches, it was established that there is no effective
mechanism for IA development. Consequently, the existing
mechanisms are ineffective for industrial enterprises.
The IA organizational and economic mechanisms under
analysis do not determine the expediency of constructing
economic mechanism as a separate component of business
mechanism, of distinguishing organizational and economic

mechanisms, target orientation of the mechanism and
expected economic effect to be obtained with the EM
application. The subsystem of mechanism development
and application, investment orientation and sequence of
implementation in practice of industrial enterprises are not
covered as well. Therefore, we considered it necessary to
make additions to the economic mechanism of innovation
activity [5, p. 6-7].

Conclusions

Thus, we have improved the economic mechanism
of the industrial enterprise’s innovation activity,
which, unlike the existing ones, is a complex separate,
adjusted, dynamic system based on economic, financial,
technological, production, marketing, and legislative tools
that affect IA implementation. The mechanism includes
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information, social, and environmental components,
contains functions, principles and methods, depends on
implementation of the enterprise’s management process
and application of technological developments and
innovation; it enables regulation of economic relations
between business entities provided that 1A subjects and
objects interact, the influence of factors on EM development
and TA improvement is considered; it permits creation,
application and distribution of innovative developments,
improvement of innovation activity as well as obtaining
total economic effect. The mechanism is a regulated and
developed tool for carrying out innovation activities,
which is aimed at achieving the goal set on the basis of A
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strategy implementation in accordance with the specified
conditions for activities and innovative development
both of enterprise and society; it takes into account the
impact of competitive environment and interacts with the
methods of innovation management; it is an integral part
of the enterprise’s economic mechanism.

The advantage of the improved economic mechanism
of IA is that it uses methods, principles and standards
of activity, identifies areas of innovation and takes into
account the possibility of changing the activity goals in
order to obtain the expected results, encourage employees
and raising interest in goods production and business
process organization.
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The article defines and summarizes the modern interpretation of the essence
of financial results in regulatory and legal acts and scientific publications. The
peculiarities of agricultural production, which affect the accounting process of
financial results, have been studied. The theoretical foundations of the essence,
formation and use of the company’s profit were considered and studied. In
order to have a deeper and correct understanding of the profit, it was classified
according to the main classification features. Profit functions are analyzed and
distinguished: valuation function, distribution function and incentive function. The
methodological and organizational principles of accounting for the formation and
distribution of financial results of agricultural enterprises have been studied. The
principles of accounting were studied according to national standards, applying the
standards of P(S)BO 15 “Income” and P(S)BO 16 “Expenses” and according to
international standards — standards of TAS18 “Income”. The procedure for forming
the financial result of the enterprise is given. Management of profitability (break-
even) of activities is the primary task of the enterprise, therefore the article pays
great attention to the analysis of financial results and factors of their formation.
Taking into account the fact that the activity of a business entity can be not only
profitable, but also unprofitable, and is formed under the influence of internal and
external environmental factors, the accounting and analysis provides a general
assessment of financial results, which are characterized by a system of absolute and
relative indicators. In the course of the study, the system of evaluation indicators,
their meaning, tasks and sources of information for the analysis of financial results
of agricultural enterprises were investigated. It has been found that the financial
results of enterprises have a multifaceted nature and are a synthesized reflection
of the interrelationships and interdependence of all components of activity. It was
determined that the analysis of financial results should be carried out within the
framework of a systematic approach, which involves the study of a complex of
absolute and relative indicators and factors of financial results at all stages of their
substantiation, formation and receipt, distribution and use.

OCOBJHUBOCTI ®OPMYBAHHS, OBJIIKY TA AHAJII3Y ®IHAHCOBUX PE3YJIBTATIB
HA BITYN3HAHUX ATPAPHUX ITIJAITPUEMCTBAX

I'puns B.II., Cepeopsincekmnii /1.B., Jlomeiiko A.M, liopaies O.C.

3anopizvkuii HayionanrbHull yHigepcumem

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

Kirouosi ciioBa:

(iHaHCOBI pe3yibTaTd, MPUOYTOK,
30HUTOK, TOXOIH, BUTPATH,
CLIBCHKOTOCTIONIAPCHKE

i IPHEMCTBO

VY crarTi BU3HAUCHO i y3araJbHEHO CyJacHE TIyMadeHHS CYTHOCTI (DiHAaHCOBUX
pe3ylbTaTiB Y HOPMATHBHO-TIPABOBHX aKTaX Ta HAyKOBUX ITyONiKaIlisX.
JlocmiIKeHO 0COOIMBOCTI CiTbCHKOTOCIIOAPCHKOTO BUPOOHMIITBA, SIKi BIUTUBAIOTh
Ha MpPOIeC OyXraaTepchbKoro oOIiKy (DiHAHCOBHUX pe3y/bTaTiB. PO3MISIHYTO Ta
BUBUYEHO TEOPETHYHI OCHOBH CYTHOCTI, OpPMYBaHHS 1 BUKOPUCTAHHS MPUOYTKY
HiANPUEMCTBA. 3 METOIO O1IbII IIMOOKOTO Ta MPaBUIBHOTO PO3YMiHHS MIPUOYTKY
MPOBECHO HOTO KiIach(iKaIilo 3a OCHOBHAMH KiacH(DiKallifHIMH O3HAKAMH.

25



ISSN Print 2786-5150
ISSN Online 2786-5169

Financial Strategies of Innovative Economic Development. Ne 3 (59), 2023

[IpoanamizoBano Ta BUAUIEHO (YHKII MPHUOYTKY: (QYHKIIiS OI[IHKH, PO3MOALITEIA
(yHKIIA Ta cTIMYIIOI0Ya GyHKIis. J{oCTipKeHO METONONOTIUHI Ta OpraHi3amiiHi
3acagu OO0JiKy (OopMyBaHHS 1 PO3mOAiy (iHAHCOBHX PE3YNIbTATIB IISUIBHOCTI
arpapHuX mianpueMcTs. J{0CTiKeHO TPUHITUITHA BEACHHS 00TIKY 3a HAlliOHATbHUMU
cranpapramu, 3actocoBytoun Hopmu II(C)BO 15 «[oxing» i II(C)BO 16
«Burparn» ta 3a Mmixxaapogaumu — Hopmu MCBO 18 «/loximy». HaBeneHo mopsinok
(hopmyBaHH (P iHAHCOBOTO PE3YIBTATY MiAMPHEMCTBA. YIIPABIiHHS IPUOYTKOBICTIO
(6e330UTKOBICTIO) IisUTBHOCTI € MEPIIOYEPrOBAM 3aBIAHHSIM ITiANPHEMCTBA, TOMY
aHautizy (hiHAHCOBHX PE3yJbTaTIiB Ta (hakTopaM iX (GOpMyBaHHS B CTATTI MPUAIICHA
BeJIMKa yBara. BpaxoByrwoun Te, 10 MisJIbHICTh Cy0’€KTa roCroaploBaHHI MOXE
OyTH He TUIBKM NPUOYTKOBOIO, a W 30MTKOBOIO, i ()OPMYETHCS IMiJ BIUIMBOM
(baxTOpiB BHYTPILIHBOTO 1 30BHIIIHEOTO CEPeIOBHUINA, B OOJIIKY 1 aHaNi31 HAaJaHO
3araibHy OIIIHKY (piHAHCOBHX pE3YyNBTATIB, SIKi XapaKTEePHU3YIOTBCS CHCTEMOIO
a0COJTIOTHHX 1 BiTHOCHHX ITOKAa3HUKIB. B mporieci BUBYCHHS TOCHTIHKEHO CHCTEMY
MMOKA3HMKIB OI[IHKH, 3HAYCHHs, 3aBIaHHS Ta pKepena iHdopmarii s aHaily
(iHaHCOBUX PE3YJbTaTiB CUIBCHKOTOCHONAPCHKUX MIAMPUEMCTB. 3’SICOBAHO, IO
(hiHaHCOBI pe3yNbTaTH AiSTILHOCTI MIANPUEMCTB MalOTh OaraTorpaHHuil XapaxkTep
1 € CHHTE30BaHUM BiZI0OpaKEHHSM B3a€MO3B’SI3KIB 1 B3a€MOOOYMOBIIEHOCTI ycix
CKJIaJIOBHX NSUTPHOCTI. Bu3HaueHo, mo aHaimi3 (hiHaHCOBUX pe3yabTaTiB IOBHHEH
MIPOBOIUTHCS y PpaMKax CHCTEMHOTO MiIXOmy, SKHH Tependadac BUBUCHHS
KOMIUTIEKCY aOCOJIOTHHX 1 BIJHOCHHX IIOKA3HHKIB Ta (aKTOpiB (hiHAHCOBHX
pe3yJabTaTiB Ha BCIX CTajisfiX iX OOIpyHTyBaHHs, (OPMYBaHHS I OTpHMaHHS,
PO3MOALNY | BAKOPUCTAHHSI.

Statement of the problem P. Doyl, K. Druri, V.V. Kovalev, M.V. Kuzhelnyy,
V.G. Linnyk, K.R. McConnell, N.M. Malyuga, V.O. Mets,
M.F. Ohiychuk, N.L. Pravdyuk, G.V. Savytska,
V.K. Savchuk, P. Samuelson, Ya.V. Sokolov, V.V. Sopko,
N.M. Tkachenko, E.S. Hendriksen, M.G. Chumachenko and
others. However, the analysis of a number of literary sources
in this area allowed us to conclude that the organization of
accounting for financial results in agricultural enterprises

requires more thorough further research.

The efficiency of the economy directly depends
on the stable development of all its branches, and, in
particular, the agricultural sector, the subjects of which
are particularly acutely in need of attracting additional
resources. The practical implementation of the above is
based on the relevant information base, based on which
is reliable and operational data, in particular regarding the
financial results of the activity.

The specificity of economic activity by subjects
of agriculture is determined by its features, various
organizational forms and seasonality. This actualizes
the need to solve problems related to the management of
agricultural enterprises from the standpoint of ensuring their
sustainable development and recognition by subjects of
increased public interest. With such an approach, complex
information produced by the accounting and analytical
system and related to all aspects of enterprise activity, in
particular, financial results, acquires special importance.

The relevance of the research topic lies in the fact that

Objectives of the article

Determining the financial results of the activity of
any enterprise depends on the methodology of their
formation and accounting. The existing shortcomings of
the accounting methodology of income and expenses cause
the fact that neither the financial nor the tax statements
reflect the real amount of profit or loss. After all, regulatory
documents regarding their definition are developed by
various state structures: regulatory documents regulating
financial accounting are developed by the Ministry of
Finance of Ukraine, and recommendations and instructions

the effectiveness of the enterprise’s activity is revealed in
financial and economic indicators, which in a generalized
form reflect the results of the activity and the economic
development potential of the business entity. The main final
indicator of the effectiveness of economic activity is profit,
the value of which in the conditions of the difficult economic
situation in the country, limited bank crediting of business
entities, low level of competitiveness and innovative
development of enterprises is difficult to overestimate.

Analysis of recent studies and publications

The issue of theoretical research of financial results
and their management was studied by many well-known
foreign and domestic scientists: A. Babo, S.L. Bryu,
1.O. Blank, O.S. Borodkin, F.F. Butynets, B.I. Valuev,
Z.V. Gutsailyuk, A.M. Gerasimovych, M.Ya. Demyanenko,
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on the organization of tax accounting are developed by the
State Tax Administration of Ukraine. The purpose of the
article is to research and generalize the peculiarities of
accounting of financial results in agricultural enterprises.

The main material of the research

A characteristic feature of an enterprise in market
economic conditions is its economic isolation and the
organization of financial and economic activity on the basis
of full self-financing and self-sufficiency. In this regard, the
issue of clarifying the essence of financial results (profit
or loss) is of particular importance. After all, profit is the
main goal and motive of entrepreneurial activity, a material
source of economic and social development, investment
and innovation activity, and occupies a prominent place
in the system of valuable tools of commodity production.
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Profit is an important tool for the transfer of capital to
industries that determine scientific and technological
progress and the concentration of financial resources in
enterprises whose administration and owners effectively
manage them.

Profit is an economic category that is a set of economic
relations that reflect the result of the interaction of all factors
of production in the form of an additional product, and is
a part of the company’s income that remains after covering
the expenses incurred in the course of economic activity.

As an objective economic category, profit is created
in the sphere of production and realized in the process of
exchange. However, the absolute amount of profit cannot
be a sufficient basis for characterizing the efficiency of the
enterprise, because the amount of profit it receives depends
(other things being equal) on the volume of production,
which is determined by many other factors. Therefore, the
efficiency of the business entity is determined by relative
indicators that reflect the degree of profitability in relation
to one or another factor of production.

The analysis of literary sources regarding the
prerequisites for the formation and determination of
financial results of activity shows the ambiguity of the
concept of “profit”. In various interpretations, the causal
connection of the origin of profit is often not so much
proven as assumed.

For some scientists, profit is labor income, a reward for
entrepreneurial activity, for others it is the additional value
of a newly created product. It can be about the income
received by the enterprise, as well as about the benefit
that the consumer will receive, or about the profit (benefit)
brought to the enterprise, the consumer, society from the
implementation of this or that activity.

The generalization of the interpretation of “profit” by
various authors made it possible to conclude that profit
is a general economic category. It represents a part of the
income of a specific operating enterprise, obtained under
the influence of the internal and external environment
and the level of development of entrepreneurship, it is the
difference between the income that was received from all
types of activities and the expenses of the enterprise that
were incurred in the process of obtaining these incomes,
and is used for implementation of the process of extended
reproduction and satisfaction of the interests of enterprise
owners, employees, investors and the state.

Table 1 — Classification of income by main features
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Profit is one of the main economic categories, which
reflects the relations that are formed in the production
process. This is a generalizing indicator that synthesizes
all parties, all aspects of business entities and ensures their
stable functioning.

Profit is the result of an entrepreneur on invested
capital expressed in monetary terms, which characterizes
his reward for the risk of entreprencurial activity, and
expresses the difference between the total income and
the total costs incurred in the process of carrying out this
activity [2].

In order to have a deeper and correct understanding
of profit, it is important to pay attention to approaches to
classifying profit according to different criteria. In this regard,
according to some authors [3], there are now more than
20 classification signs of profit, which in itself eloquently
demonstrates the state of the problem and calls into question
the possibility of its unambiguous solution (table 1).

Profit performs a number of functions:

Evaluation function. Profit is an important
comprehensive indicator that reflects the final result of the
enterprise’s work in a cost form. It accumulates the results
of all aspects of its activity: the growth of production and
its implementation, the effectiveness of the use of material,
labor and financial results available at its disposal.

The financial condition of the enterprise, the fulfillment
of its obligations to the budget, banks, suppliers of material
resources depends on the level of implementation of the
profit plan. The full use of this function is possible only in
the conditions of a market economy, which provides for the
freedom to set prices, choose the supplier and the buyer [5].

Distribution function. Its meaning is that the profit is
used as a tool for dividing the net income of society into
a part that accumulates in the budgets of different levels
and remains at the disposal of the enterprise and is a source
of its extended reproduction. The object of the state’s
economic interests is the part of the profit that is paid in the
form of taxes and mandatory payments.

The economic interest of the enterprise as a producer
finds its generalization in the amount of profit that remains
at the disposal of the enterprise and is used to solve the
production and social tasks of its development.

The economic interest of workers is primarily related to
the amount of profit that is directed to social development.
The owner of the enterprise is primarily interested in the

Classification sign

Types of profit

Depending on the calculation method

Accounting, economic

Depending on the purpose of accounting

Accounting, tax

Depending on the type of activity

Operational, investment, financial

Depending on inflationary processes

Real, nominal

Depending on the intended use

Reinvested, consumed

Depending on the calculation algorithm

Gross, operating, before tax, after tax (net)

By definition objects

Profit for the enterprise as a whole, in terms of spheres of activity, by structural
subdivisions, by individual operations, in terms of individual types of products

According to the regularity of formation

Profit from ordinary activities generated regularly, profit generated episodically from
extraordinary events (charity for the benefit of the enterprise, etc.)

By the period of formation

Profit of the reporting period, profit of past periods
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size of the dividend payment fund and that part of the profit
that is related to production development, reconstruction
and technical rearmament of production, improvement of
technology, capital growth.

Stimulating function. Earning a profit stimulates the
most effective use of economic resources, cost reduction,
implementation of achievements of scientific and technical
progress, development of new industries [2].

To determine financial results in accounting, a consistent
comparison of income and expenses incurred to obtain
these incomes from all types of activities is assumed [1].

In accounting, there are several methods of determining
financial results: one of them is based on accounting with
the deduction of the cost of production in large enterprises,
and the second, which involves determining the results of
activity as a whole, in enterprises that fall under the status
of small. A separate method of calculations is provided
for agricultural enterprises, in accordance with the
requirements of P(S)BO 30 “Biological assets”.

After the end of the reporting financial year, the
accounting department sums up the final results of the
enterprise’s work for the year — compares the income of
the reporting period and the expenses incurred to obtain
them, and determines the financial result [7].

The methodology of forming information about
income and expenses in accounting and its disclosure in
financial reporting is established by accounting standards.
So, enterprises that keep records: according to national
standards — apply the norms of P(S)BO 15 “Income” and
P(S)BO 16 “Expenses”; and according to international
standards — standards of IAS18 “Income”. There is no
special standard for recognizing and reflecting expenses
in the TASB. Therefore, such enterprises should be guided
by other IAS standards in order to generalize information
about costs, which set out the criteria for recognizing assets
and liabilities for certain business operations.

The financial result is determined in terms of each type
of enterprise activity (operational, financial, other) with
the periodicity established in the accounting policy of the
enterprise (month, quarter, year) [10].

Account 79 of the same name, which has three sub-
accounts, is assigned to generalize information about
financial results in accounting:

— 791 “Result of operating activities”. Income from
the sale of finished products, goods, works, services and
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other operating activities is reflected in the credit of the
subaccount in the order of closing the accounts (accounts 70
“Revenue from sales”, 71 “Other operating income™), in
the debit — in the order of closing the accounting accounts,
the cost of sales of finished products, goods, works and
services, administrative, sales, other operating costs
(90 “Cost of sale”, 92 “Administrative costs”, 93 “Sales
costs”, 94 “Other costs of operational activity”);

— 792 “Result of financial operations”. The credit of
the subaccount shows the write-off in the order of closing
accounts of income from equity participation and other
financial income, the debit shows the write-off of financial
expenses from accounts 95 “Financial expenses” and
96 “Loss from equity participation”;

— 793 “Result of other activity”. The credit of the
subaccount shows the write-off in the order of closing
accounts of income from investment and other activities
of the enterprise, the debit shows the write-off of expenses
from account 97 “Other expenses”. We note that for
summarizing information on expenses, enterprises have
the right to use only class 8 accounts “Expenses by
elements” (without using class 9 accounts). They debit the
sub-accounts of account 79 with amounts from the credit
of accounts 23 “Production” and accounts of class 8 in the
order of closing these accounts.

We present the above in Table 2.

After determining the financial result before taxation,
the accountant must calculate and close the amount of
income tax on account 79.

Enterprises that adjust the financial result for taxation
purposes must show the income tax on account 98, taking
into account the provisions of P(S)BO 17 “Income Tax” or
IAS12 “Income Taxes” [4].

At the same time, temporary differences between the
valuation of the asset or liability according to the financial
statements and the tax base should be taken into account
and at the end of the year, deferred tax assets (identical
account 17) or deferred tax liabilities (identical account
54) should be calculated.

Taking into account the current income tax, the amount
of which is determined in line 17 of the income tax
declaration (form approved by Order No. 897), as well as
adjustments on account 17 or 54, account 98 can be closed
by debiting both the debit and credit of the account 79:

Dt 98 — Ct 17, 48, 54, 64, 79;

Table 2 — The order of formation of the financial result of the enterprise

o Display on accounting accounts
Activities Debit Credit
70, 71 791
Operational 791 90-94
791%* 70-84
72,73 792
Financial 792 95, 96
792% 85 (in terms of financial costs)
74 793
Another one 793 97
793* 85 (in terms of expenses related to investment and other activities)
* For businesses that use only class 8 accounts.

28



Financial Strategies of Innovative Economic Development. Ne 3 (59), 2023

Dt 17, 54, 64,79 — Ct 98.

The financial result finally formed on account 79 is
debited to account 44 ‘“Retained earnings (uncovered
losses)” with the entry:

Dt 791-793 — Ct 441 — upon receipt of profit;

Dt 442 — Ct 791-793 — upon receipt of loss.

Let’s schematically depict the closing of account 79
“Financial results” and the write-off of financial results
to account 44 “Retained earnings” (uncovered losses) in
Figure 1.

The method of accounting for the use of the obtained
net profit is shown in Table 3.

The formation of financial results is reflected in the
financial statements.

As youknow, the general criteria for recognizing an item
in financial statements are the probability of an increase or
decrease in future economic benefits associated with this
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item and the ability to reliably determine the value of the
item. They are established by NP(S)BO 1. NP(S)BO 1
details these criteria regarding income and expenses. More
precisely, income should be reflected in the statement of
financial results when, as a result of a business transaction,
economic benefits in the form of inflow of assets increase
or liabilities decrease, leading to an increase in equity
(except for an increase in capital at the expense of owners’
contributions). Expenses are defined in the “Report on
financial results™:

— at the moment of the decrease of the asset or the
increase of liabilities, which leads to a decrease in the equity
capital of enterprises (with the exception of a decrease in
capital due to its withdrawal or distribution to owners),
provided that the cost estimate can be reliably determined;

— on the basis of a systematic and rational distribution
(for example, in the form of depreciation) during those

Account 79 “Financial

results”

90 “Cost of Credit [ Debit | Credit [« Debit | 70 “Income from sale”
implementation” 71 “Other operating
92 “Administrative income”
expenses”’ 72 “Income from
93 “Other operating Balance of account 44 equity participation”
costs” « . . 73 “Other financial
95 “Financial Retained earnlngi income”
expenses”’ (uncovered losses) 74 “Other income”
96 “Expenses from 75 "Extraordinary
equity participation” income”
97 “Other expenses” 76 “Insurance
98 “Income tax” Debit Credit payments”
99 “Extraordinary
expenses”’ v v

Loss Profit

Financial result of activity

Fig. 1 — Determination of the financial result of the activity

Table 3 — Methodology of accounting for the use of the received profit

Correspondence
# The content of the business transaction of accounts
Dt Ct
1 The balance of account 79 “Financial results” was debited, profit was received 79 441
2 Part of the obtained net profit is directed for use 441 443
3| Accumulation of the planned amounts of profit for the payment of dividends, replenishment of reserve capital | 443 444
4| The amount of dividends was calculated, reserve capital was formed, losses of past periods were repaid 444 | 671,43, 442
5 Display of retained earnings on the accounts 441 445
6 The amount of retained earnings is increased by the amount of the balance of unused net income 444 445
7 Amount of dividends paid 671 311
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reporting periods when the relevant economic benefits
associated with the use of the relevant asset are received;

— immediately, if the economic benefits do not
correspond or cease to correspond to their recognition as
an asset of the balance sheet.

Therefore, the financial result of the company’s activity
is not only the final indicator of the company’s performance
for the year, but also information for making further
management decisions. Therefore, it is important for users
of financial statements to know not only the amount of
profit or loss, but also from which activity (operational,
financial, investment) the results were obtained [10].

As a rule, the enterprise receives a significant part of
its profit from operational (main) activities, and not every
enterprise carries out financial and investment operations.
But if they are available in the company’s activities, the
circle of sources of profit generation expands.

Management of the profitability (breakeven) of the
activity is the primary task of the enterprise, therefore
much attention is paid to the analysis of financial results
and the factors of their formation.

Taking into account the fact that the activity of
a business entity can be not only profitable, but also
unprofitable, and is formed under the influence of internal
and external environmental factors, accounting and
analysis provide a general assessment of financial results,
which are characterized by a system of absolute and
relative indicators.

Absolute indicators are the amount of profit (or loss)
according to the structure of'its formation or distribution and
use. To date, according to NPSB1 “General requirements
for financial reporting”, the following indicators of
financial results are distinguished:

— gross profit (loss), as the difference between the
amount of income (revenue) from the sale of products and
the production cost of the products sold;

— financial result from operating activities (profit
or loss), as the difference between the sum of operating
income and operating expenses;

— financial result before taxation (profit / loss);

— net profit (loss).

In addition, it is appropriate to mention the legality of
calculating such indicators of financial results, such as:
financial result from a single economic transaction, and
financial result (profit/loss) of a separate type of product
or product.

In addition to absolute indicators of financial results,
relative indicators of profitability (profitability) are widely
used in the analysis [9].

If the amount of profit shows the absolute effect, then
the profitability indicator characterizes the measure of
this efficiency, that is, the relative degree of profitability.
In general, the profitability ratio is calculated as the ratio
of profit to costs or used resources (capital). Profitability
is measured in%. For this, the profitability ratio is
multiplied by 100 %.

Its economic meaning, interpretation and application
depend on the internal construction of the coefficient
(combination of indicators in the numerator and
denominator). The most used indicators of profitability
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are: profitability of assets (economic profitability), total
profitability (profitability of production capital); return on
equity (financial return); profitability of implementation
(commerecial profitability); profitability of a particular type
of product or product [9].

The purpose of the analysis of financial results is
to determine the completeness and quality of their
receipt, to evaluate the dynamics of absolute and relative
indicators, to find out the direction, degree and share
of the influence of individual factors on changes in
profit and profitability, to identify and evaluate possible
reserves of their growth.

The profit earned by the company according to the
results of the year is subject to certain distribution.

Some part of the profit is used to pay dividends to the
owners, the formation of reserve capital, and the other is
a source of expanded activity reproduction.

The profit distribution mechanism should contribute to
the further development of the enterprise, the growth of
its economic potential, ensuring the fulfillment of statutory
requirements and satisfying the interests of the owners and
founders of the enterprise.

When analyzing the distribution of profits, it should be
borne in mind that the ratio of the net profit of the company
in the form of dividends, the reinvested part of the profit
and the free balance from the undistributed profit depend
on a number of factors: the nature of the formation of the
company, the period of its operation, industry affiliation, the
amount of financial results obtained, shares founders and
the amount of income on invested capital, considerations
for reinvestment [9].

During the analysis of financial results, the following
tasks are solved:

1. Assess the level of financial results in general and
the relationship between individual indicators.

2. To study the dynamics of the company’s financial
results over a number of periods and to identify the main
trends in their changes.

3. Assess the quality of financial results.

4. Identify the influence of factors on changes in
operating profit and gross profit from the sale of goods.

5. Carry out an analysis of break-even activity and
identify the degree of operational risk of the enterprise.

6. Analyze indicators of use (distribution) of profit.

7. To assess the level, dynamics and factors of change
in indicators of profitability of activity.

8. Identify the reserves of growth of financial results
and profitability of the enterprise and develop a system of
measures aimed at their mobilization [10].

During the analysis of financial results, research is
carried out in two aspects.

In the first, the financial result is evaluated as the
degree of achievement of the final goal and determination
of the efficiency of production and financial activity.
Here, the priority is to assess the level of use of favorable
opportunities and lost benefits.

The second aspect involves determining the priorities
of capital investment by types of activities, by scale, in
strategic and tactical dimensions, which give the maximum
increase in financial results.
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For external analysis, such sources of information are
used as: annual financial statements, namely: “Report on
financial results (Total income)” in form No. 2; “Balance
Sheet (Report on Financial Status)” in form No. 1; “Report
on equity” in form No. 3, and “Notes to the annual financial
statements” in form No. 5. If the analysis is carried out
within the enterprise (the so-called internal analysis), then,
in addition to the above information, for an in-depth analysis
it is appropriate to involve: registers of synthetic and
analytical accounting (Journal 6), data on accounts of the
7th, 8th, 9th classes of the Chart of accounts of accounting
and individual accounts of the 2nd class (account 23
“Production”) primary documents; order on the accounting
policy at the enterprise; financial plan or business plan;
non-system information (materials of oral surveys,
questionnaires, observations, audit reports, conclusions of
auditing and consulting firms, tax declarations, etc. [10].

The most comprehensive information on the financial
results of the enterprise is displayed in the special form of
financial reporting for No. 2 “Report on financial results
(Report on total income)”.
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Section 1 of the “Statement of financial results
(Statement of comprehensive income)” is structured
according to the classification of income and expenses
by types of activities and functions, which ensures their
consistent comparison to determine the net profit (loss) of
the reporting period (table 4).

It should be noted that there are no articles in the
“Report on financial results” that would directly reflect
the effectiveness of investment and financial activities
based on the comparison of income and expenses for these
activities.

The content of the figures and tables shows that the
financial results of enterprises have a multifaceted nature
and are a synthesized reflection of the interrelationships
and interdependence of all components of activity.

This means that the analysis of financial results should
be carried out within the framework of a systematic
approach, which involves the study of a complex of
absolute and relative indicators and factors of financial
results at all stages of their justification, formation and
receipt, distribution and use.

Table 4 — Correspondence of income and expenses in the statement of financial results

Articles of income

Articles of expenditure

Income from the sale of products (goods, works, services).

Cost of sales of products (goods, works, services).

Administrative expenses

Gross profit (loss)

Selling expenses

Other operating expenses

Other operating income

Expenses for intelligence work

Realization of foreign currency

Cost of realized foreign currency

Realization of other current assets (except financial investments)

The cost of realized production stocks

Operating lease of assets (income)

Operating lease of assets (expenses)

Operating exchange rate difference (positive)

Expenses from the operational exchange rate difference

Penalties, fines, penalties received

Recognized penalties, fines, penalties

Reimbursement of previously written off assets

Inventory impairment losses

Write-off of accounts payable

Shortages and losses from deterioration of values

Received grants and subsidies

Doubtful and bad debts

Other operations

Other operating expenses

Financial results from operating activities

Income from equity participation

Losses from equity participation:

Investments in associated enterprises

from investments in associated enterprises

Common activity

from joint activities

Investments in subsidiaries

from investments in subsidiaries

Other financial income

Financial expenses

Dividends received

Loan interest

Interest received

Other financial expenses

Other income from financial transactions

Other income

Other expenses

Implementation of financial investments

Cost of realized financial investments

Realization of property complexes

Cost of realized property complexes

Non-operational exchange rate difference

Losses from non-operational exchange rate differences

Free asset acquisition

Depreciation of fixed assets and financial investments

Other activity income

Write-off of non-current assets

Other operating expenses

Financial result

before taxation

Expenses (income) from income tax

Profit (loss) from discontinued operations after taxation

Net financial result — profit (loss)
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Conclusions

At the current stage of development of the national
economy, the activity of agricultural enterprises
takes place in dynamic, often changing conditions,
which negatively affects the general indicators of
their production and economic activity. The strategic
development of agrarian enterprises should be focused
on increasing the financial results of economic activity
due to the growth of production volumes and the
improvement of product quality at optimal production
costs, which in turn will ensure a high level of
their efficiency.

In order to ensure the stable development of agricultural
enterprises, the main priorities in the financial results
management system should be the implementation of
management measures aimed at optimizing the amount of
financial results, namely:
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— planning and forecasting the company’s profit based
on the optimal ratio of fixed and variable costs, prices and
production volumes;

— development of an optimal program for the
production of the main types of products in accordance
with market requirements and consumer needs, taking into
account the internal possibilities of using the available
resource potential, which will allow optimizing profits per
unit of land and other resources involved in production;

— development of one’s own development strategy,
taking into account the experience of a specific enterprise
and the peculiarities of its activity, the implementation of
which will ensure the formation of a stable competitive
position on the market.

The entreprencurial strategy of the development
of agricultural enterprises in the process of managing
financial results has a significant practical significance,
which determines the direction of further research.

: Law of Ukraine No. 996-14, dated November 16, 2018.

Reporting in Ukraine”
Law of Ukraine No. 2164-VIII of October 5, 2017.
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The article examines approaches to planning production costs and ways to reduce
them. The main methods of cost calculation are considered. One of the main issues
covered in this article is the choice of an appropriate method of calculating the cost
price at the enterprise. Every business entity is faced with the issue of cost reduction,
as it makes up more than 70 % of the price of sold goods, works and services. Since
the final result depends on the choice of the method of calculating the cost of the
production facility, therefore, this article considers the methods of calculation by
each specified method. Each of the above methods has an appropriate number of
advantages and disadvantages, taking into account the production features of each
business entity. Another aspect that should be paid attention to is that the methods
given in the article may be technologically appropriate for a certain production,
but from an economic perspective have certain limitations.
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Kurouosi cioBa:
co0iBapTiCTh,

BUTPATH Ha KaJIbKYJIOBaHH,
KaJIbKYITIOBaHHS c00iBapTOCTi
MPOIYKILI,

BUPOOHMYE T IIIPHEMCTBO,
METOJH KaJIbKYITIOBAHHS

VY cTarTi OCHIKYIOTECS MIXOM IJIaHyBaHHs cO0iBapTOCTI MPOMYKILIi Ta HUISIXH
ii 3HMKeHHA. PO3MIsSIHYTI OCHOBHI METOAM KaJbKYITIOBaHHS cobiBaprocTi. OqHNM
3 OCHOBHHUX NIHTAaHb, SIKi BUCBITJIICHI B Wil CTATTi € BUOIp JOUIIBHOTO METOLY
po3paxyHKy coOiBaprocTi Ha miampueMcTBi. KoxkeH rocmomaprorounii cy0’ekT
CTHKAETHCS 3 MUTAHHIM 3HWDKEHHS COOIBaPTOCTI, OCKIJIBKHM BOHA CKJIaa€e Oijblie
70% 1iHM pealizyeMUX TOBapiB, pooOiT Ta mociyr. OCKIBKH BiJi BUOOPY METOIY
PO3paxyHKy COOIBapTOCTI BUPOOHHYOTO 00’ €KTa 3aJIC)KHUTh KIHICBHI PE3YJIbIAT,
TOMY B IaHi# CTaTTi pO3NIISTHY T1 METOAN PO3PAXyHKY KO>KHUM 3a3HA4CHUM METOIOM.
KoxxHwif 3 HaBeZICHWX METOJIB Ma€ BiAMOBIAHY KUTBKICTh IEpeBar Ta HEHOMNIKIB,
3Ba)Kal09d HAa BHPOOHHWYI OCOOIMBOCTI KOXKHOTO Cy0’ekTa rocromapioBanas. [lle
OIHUM acleKTOM Ha SIKMW CIiJi 3BEpHYTH YBary, 110 HaBEJCHI METOIM B CTarTi
MOXYTb OYTH TEXHOJIOTIYHO JOLUIBHUMH [yl NEBHOTO BHPOOHHWIITBA, OIHAK
3 EKOHOMIYHOTO paKypcy MaTH MeBHI OOMEKEHHSI.

Formulation of the problem

Modern economic realities testify to the need to
identify and eliminate deficiencies in the activities
of enterprises, search for and involve in production
reserves that are not used or not fully used. The
efficiency of the enterprise and obtaining the maximum
result depends on this. Those who receive the highest
economic result from it have the strongest «immunity»;
the same enterprises that work inefficiently, are
unsustainable and cannot withstand tough competition.
In the system of indicators characterizing the efficiency
of production, one of the leading places belongs to the
cost of production. It, as a synthetic indicator, reflects all
aspects of the enterprise’s production and financial and
economic activities: the level of use of material, labor

and financial resources, the quality of work of individual
employees and management as a whole.

Determining the cost of production is one of the main
accounting tasks. The basis for solving a significant number
of management tasks is precisely the estimation of the cost
price. Information on the formation of the cost price should
be used to determine its impact on the efficiency of the
enterprise, and production costs are the basis for setting the
selling price, and information on the cost price is the basis
for forecasting and production management.

Analysis of latest research and publications

A significant number of works by foreign and Ukrainian
scientists testify to the significant interest of scientists
in the issues of theoretical substantiation of the cost of
production and methods of its planning.
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Among the foreign scientists researching the problems of
cost accounting and cost planning, Drury K., Upchurch A.,
Scone T., Foster J., Horngren C. and others should be
singled out. Scientists considered the cost of production
from the point of view of management accounting.
Ukrainian scientists made a significant contribution to the
development of the theoretical and practical principles of
the process of planning the cost of production. Among
them, we can highlight such as: Cherep A., Butynets F.,
Vasyuk G., Ivanyuta P., Orlov O., Sopko V., Tsal Tsalko Y.
and others.

Formulation of the purposes of the article

The purpose of the work is to study the concept of cost
of production as an indicator of the effective operation of
the enterprise, planning of cost of production; consider the
importance and ways of reducing the cost of production;
determination of ways to reduce the cost of production.

Outline of the main material of the research

The study of theoretical and practical aspects of
determining the cost of production allows us to understand
that the cost reflects in monetary form the individual costs
of the enterprise for the production and sale of a unit
or a certain volume of products in the conditions of the
established economic environment.

.In the amount of the cost price, the costs of production
resources involved in the production of products in the
specifically defined conditions of operation of a specific
enterprise are reimbursed at current market prices. At
domestic enterprises, it is customary to distinguish
the following types of cost of production: production,
industry, commercial, workshop and technological cost of
the product, as well as finished products and other types
thereof.

This type of classification distinguishes types of costs
not only by their structure and composition, but also by
certain methods of planning both individual costs and the
general cost level[1].

Quantification of costs for the production of certain
types of work and products is generally called costing or
costing. Three costing methods are used to plan the cost of
the company’s products:

—normative —on the basis of currently active progressive
standards and norms of spending of economic resources
per unit of production and other market indicators;

— planned — on the basis of planned indicators of direct
costs and comprehensive cost estimates developed for
a certain period (year, quarter, month);

— reporting — on the basis of actual (accounting)
production costs in the reporting period.

Planned costings, as a rule, are formed for all types
of products provided for in the annual production and
sales plan of the enterprise. Given the wide assortment
and nomenclature of manufactured goods, planned cost
calculations can be carried out on the basis of division
into so-called parts representing homogeneous groups
of products or works. Let’s consider in more detail the
normative method of calculating costs for the production of
goods and services in the conditions of market relations[2].
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In modern conditions, the structure of planned
production costing includes the following typical cost
items: raw materials and materials; returnable waste
(excluded); purchased component products, semi-finished
products and services of cooperative enterprises; fuel and
energy for technological purposes; total material costs;
basic salary of production workers; additional wages
of production workers; deduction for social insurance;
costs for preparation and mastering the production of
new products; manufacture of tools and devices for the
purpose; equipment maintenance and operation costs;
shop expenses; losses due to failure; other production
costs; workshop cost price; general economic expenses;
production cost; non-production costs; commercial cost.

Thedevelopmentofplanned costestimates forindividual
types of products involves the use of progressive cost
standards for such production resources as raw materials
and materials, fuel and energy for technological purposes,
labor costs and tariff rates, etc. In particular, the standards
of indirect general workshop or general production,
general factory or general economic, non-production or
commercial and other costs are also necessary, for example,
for the maintenance of technological equipment, payment
of administrative and management personnel.

The full (planned) cost of a product unit is determined by
the sum of direct and indirect costs according to formula 1:

K +K, N
100

+3, i+(30 +30)£ [1+£]
100 100 100

where C, and — unit cost of production, hryvnias. / pcs.;
M — direct costs for materials and components, hryvnias;
3 —basic salary, hryvnias; K| — general indirect production
costs for equipment maintenance and workshop costs, %;
K, — general factory (general economic) costs, %;
o — percentage of additional payment and bonuses to
workers; 3, — additional salary, hryvnias; B — percentage
of deductions for social insurance; K, — non-production
costs, %.

On the basis of the planned costings of individual
products, a cost plan for the manufactured products is
developed. In general, the cost price of the enterprise’s
finished products can be determined by formula 2:

c,=3CN, @
1

where N — annual volume of production; 7 — the number of
species (nomenclature) produced[3].

In the process of developing a production cost plan,
it is advisable to first identify reserves for reducing
production costs due to technical, organizational and other
factors. Planning to reduce the cost of production can
be carried out with the help of refined and consolidated
methods of calculation. Refined calculations are based on
a comparison of indicators of the planned and basic unit
cost of production. In this case, the total annual savings
can be calculated as the difference between the reported
and new planned cost values for the entire product range
according to formula 3:

C :{M+30[1+
()
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ACzi(Cl—Cz)Nr, 3)

where C, — basic unit cost of production; C, — the planned
cost of one part.

Planning to reduce the cost of production based on
consolidated calculations, as a rule, involves preliminary
justification of the percentage reduction of individual costs
at the expense of relevant factors.

In the process of planning the cost of production by the
normative method, the accuracy of calculations is determined
by the selected methods of distribution of complex costs per
unit of manufactured goods or service [4].

In the course of cost planning, the components of its
costs are included in the period to which they belong,
regardless of the time of payment. Non-production costs are
recorded in the reporting month when they are discovered.
Expenses in foreign currency are converted at the current
exchange rate on the date of transactions.

In the theory and practice of product cost planning,
indirect costs are distributed mainly in proportion to the
wage rate of production personnel. However, given the
presence of a diverse range and the quality and quantity
of goods produced, this method does not provide the
necessary level of accuracy in planning the cost of products
in market conditions.Therefore, under the condition of
limited resources in market conditions, a more justified
and acceptable way of transferring complex costs for the
products produced, in particular for the maintenance of
technological equipment, can be the use of indicators of
worked machine-hours or machine-hours. The essence
of this method is that the total amount of indirect costs
associated with the operation of the equipment is set at
the rate of 1 hour or 1 minute. his works, with the help of
which are subsequently determined in monetary terms and
the corresponding costs per unit of production[5].

The experience of American companies working in
the industry shows that costs, as a rule, should be divided
into two main categories depending on the functional
types of activity: production and non-production. In turn,
the detailed division of production costs is represented
by three categories: direct costs of material resources,
direct costs of labor and firm (corporate) overhead costs.
Direct material costs include all costs for materials that
are components of the final product; to direct labor costs —
wages of production workers who directly participate in
the process of manufacturing the product.

Company-wide overhead costs include costs for
auxiliary (expendable) materials, as well as salaries of
management and service personnel, depreciation costs,
rent, tax deductions, insurance premiums, additional
salary payments, and downtime payments. Company-wide
overhead costs are called both in foreign companies and in
Ukrainian enterprises, general economic overhead costs or
indirect costs for the production of products[6].

The total amount of direct material and labor costs forms
the main cost. Direct labor costs, along with manufacturing
overhead costs, are called conversion costs or conversion
costs. This term reflects in foreign economic science the
fact that the accounting of these costs allows transferring
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the cost of raw materials and materials to finished products.
At the same time, it should be borne in mind that in the
process of production activity, a significant number of
types of costs overlap within their economic categories.

The main method of determining various types of costs
for the production of products in foreign parks is normative.
Regulatory costs in leading American companies are the
yardstick against which actual costs of economic resources
are compared. Therefore, all regulatory costs reflect the
optimal methods and conditions of work, and are also the
basis for planning production costs per unit of production.
In general, production costs represent the sum of standard
costs of materials, labor and overhead costs. Regulatory
costs can be calculated using formula 4:

I =MB+TB+ HB, 4

where I — standard production costs per unit of production;
MB — regulatory material costs; 7B — regulatory labor
costs; HB — regulatory overhead costs.

Standard overhead costs are determined as a percentage
of standard direct labor costs. Normative labor costs are
used to plan labor costs, the value of which is calculated
according to formula 5:

PC=T73-4Y, 5)
where PC — planned labor costs; Y, — hourly wage rates
(without bonuses).

As a rule, in the planning of the cost price of the
company’s products, there is a need to determine the total
and specific costs. In this regard, it is customary to divide
all costs into fixed and variable. The full cost includes
the total costs for the production of the total volume of
products, the specific cost — for the production of a unit of
goods and services. Specific cost is the average value of
costs, which is determined by the ratio of total costs to the
number of common units of production that make up the
annual production plan [7]. Analytically, the relationship
between total and specific cost and their components —
constant and variable costs is expressed by formulas 6-7:

1) full cost price:

C..=S+V-N_; (6)
2) unit cost:
S
C,= N +V, @)

r

where §—fixed costs; V' variable costs; N, — annual output
volume.

As can be seen from formulas (6) and (7), the total cost
is the sum of fixed and variable costs for annual output,
the specific cost is the sum of fixed and variable costs per
unit of production [8]. It is important to keep in mind that
the unit cost (7) decreases with an increase in the volume
of production, since the amount of fixed costs that remain
unchanged under the condition of performing a usual series
of economic operations is detailed and distributed over
a significant number of units of manufactured products.

Conclusion

The article theoretically summarizes and proposes
measures to solve an important scientific problem related
to modern approaches to planning the cost of industrial
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products. The research results made it possible to draw the
following conclusions:

1. The essence of the production cost as an economic
category is clarified. In the conditions of the transition
to a market economy, the cost of production is the most
important indicator of the production and economic activity
of enterprises. The calculation of this indicator is necessary
for evaluating the implementation of the plan for this
indicator and its dynamics; determination of the profitability
of production and certain types of products; implementation
of intra-production budgeting; identification of reserves for
reducing the cost of production; determination of product
prices; calculation of national income on a country scale;
calculating the economic efficiency of the introduction of
new equipment, technology, organizational and technical
measures; substantiation of the decision to produce new types
of products and to withdraw obsolete ones from production.
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2. Total costs and cost of production are characterized.
The cost of production is interrelated with indicators
of production efficiency. It reflects most of the cost of
products and depends on changes in production conditions.
Technical and economic factors of production have
a significant impact on the level of costs. This influence
will be manifested depending on changes in equipment,
technology, organization of production, in the structure and
quality of products, the amount of costs and its production.
The correctness and timeliness of determining the actual
cost of products produced by the enterprise directly
depends on the timeliness and effectiveness of management
decisions, the correctness of determining priorities for the
further development of production. The financial condition
of the enterprise may depend on how correctly the cost of
production (works, services) is formed and the gross and
taxable profit is determined.
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The article studies some topical aspects of improving the organization of production
inventory accounting, in particular, the issue of identification of this accounting
category and the problems of accounting valuation of production inventories. The key
components of the identification of the accounting category “production inventories”
are determined. The author’s own definition is presented and substantiated, according
to which production inventories are stocks (i. e., tangible current assets) held by an
enterprise for the purpose of further one-time consumption (which will lead to a change
in their natural and material form) in the process of production of products (works,
services), maintenance of equipment, organization of management and marketing
of products (goods). The article analyzes the issues of valuation of production
inventories disposal. A comparison of the results of estimating the disposal of
production inventories in the context of inflation using three main alternative methods
of evaluation of disposal — the FIFO method, the weighted average cost method with
price recalculation once a month and the weighted average cost method with price
recalculation for each disposal. It is established that the use of the FIFO method in
the context of inflation allows minimizing the accounting valuation of the disposal of
production inventories, which in turn leads to maximizing the accounting valuation
of the financial results of the reporting period and the value of inventory balances at
the end of the period and, accordingly, improves the financial condition, increases
the creditworthiness and investment attractiveness of the enterprise according to
the financial statements. In terms of taxation, on the contrary, it is more attractive
to use the weighted average cost method with prices recalculated once a month,
since this method allows for a completely legal temporary optimization of the tax
burden in terms of income tax in the conditions of inflation. The weighted average
cost method with price recalculation for each disposal is recognized as a compromise
option, the consensus of which is achieved by reducing the size of the effect. The
issue of organizing the accounting and distribution of transportation and procurement
costs by the methods of average percentage and direct distribution is studied. The
disadvantages of the method of averaging transportation and procurement costs are
identified and the expediency of direct distribution of transportation and procurement
costs is substantiated, which allows improving the quality of accounting information
on the movement of production inventories and the amount of costs generated as
a result of their consumption.

AKTYAJIBHI ACHEKTH BJOCKOHAJIEHHS
OPTAHI3AIII OBJIIKY BUPOBHUUYUX 3AIIACIB IIANIPUEMCTB

Cxopnsikxosa 10.b., Mopos B.C.
3anopizbkuti HAYIOHANILHUL YHigepcUumem

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

Kurouosi cnoBa:
imeHTudiKarmis, o0k, OLiHKa,
BHPOOHMYI 3armacH,

(iHaHCOBI pe3yNbTaTH,

00J1iKOBa TOJTITHKA,

METO/IM OLIIHKHM BUOYTTS 3aracis,
TPaHCIIOPTHO-3arOTiBEIbHI
BUTPATH

VY crarTi BUKOHAHO JOCTI/DKEHHSI JESKUX aKTyaJbHHX aclleKTiB BIOCKOHAICHHS
opraHizanii 00Ky BUPOOHMYMX 3amaciB, 30KpeMa NMHTaHHs ineHTH(iKail gaHoi
00J1iKOBOi KaTeropii Ta mpoOieMaTHKy OOJIKOBOi OIHKM BHPOOHMYMX 3arlacis.
Buznaueni wmo4oBi ckmanoBi ineHTH(iKamii 00ikoBoi Kareropii «BHpOOHMUI
3anacu». [Ipe3eHToBaHe Ta OOTPyHTOBAaHE ABTOPCHKE BH3HAYEHHS, BIJIIOBIIHO 10
SKOTO BUPOOHWYMMH 3aIiacaMy € 3amacy (To0To MaTepianbHi 000POTHI aKTHBH), SIKi
MiIMTPUEMCTBO YTPUMYE 3 METOIO MO/IANIBIIIOTNO Pa30BOT0 CIIOKMBAHHS (1110 TPHU3BE/IC
JI0 3MiHH 1X HaTypainbHO-pedoBoi (hOpMH) B IpoIieci BUPOOHMIITBA TPOAYKIIi (pooir,
MOCITyT), YTPUMaHHA OOJNaJHaHHs, OpraHi3amii MpoleciB yHpaBliHHA Ta 30yTy
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mponykii (ToBapis). [IpoanaizoBaHa mpoOIeMaTrka OMiHKH BUOYTTS BHPOOHUINX
3amaciB. BukoHaHe OPIBHAHHA PE3yBTATiB OIHKKA BUOYTTA BUPOOHUYNX 3aIlaciB
B YMOBaxX 1HQIAIII i3 3aCTOCYBaHHSIM TPHOX OCHOBHHUX AJITEPHATUBHUX METOIIB
omiHku BHOYTTS — MeTomy DIDO, meromy cepemHbO3BakeHOI cobiBapToCTi i3
IepepaxyHKoM I[iH pa3 Ha MICSIb Ta METOAY CEpeOHbO3BaKEHOI COOIBapTOCTI
i3 mepepaxyHKOM IIiH 32 KOKHUM BHOYTTSIM. BCTaHOBIEHO, IO 3aCTOCYBaHHS
metony PIPO B ymoBax iHQMAMID 1O3BOJMSE MIHIMIZYBaTH OOJIKOBY OIIHKY
BHOYTTA BHPOOHMYMX 3aIaciB, M0 B CBOIO Yepry HPU3BOAUTH IO MaKcHMi3amii
OOITIKOBOI OIIHKK (DIHAHCOBUX PE3YIIBTATIB 3BITHOTO MEPIiOMy 1 BAPTOCTI 3aJUIIKIB
3amaciB Ha HOTo KiHeIb Ta BiIIIOBINHO TOKpariye (iHAHCOBHHA CTaH, ITiJBHIIYE
KPEIUTOCIIPOMOXKHICTh Ta IHBECTUIIIHHY MPUBAOIUBICT MAMPUEMCTBA 32 JTAHUMH
(hinaHCOBOI 3BITHOCTI. B mIomuHI omomatkyBaHHS HAaBIAKU OLTBII TPHUBAOIHBHM
€ 3aCTOCYBaHHS METOIY CEPEIHhO3BAKEHOT COOIBAPTOCTI 13 IMepepaxyHKOM IIiH pa3
Ha MiCSAIb, aJKE caMme Il METO/I B yMOBaX iHQIIALIT JO3BOJISIE€ a0COMIOTHO 3aKOHHIM
YHHOM THMYacOBO ONTHMIi3yBaTH MOJATKOBE HABAHTAXXCHHS B YaCTHHI MOJATKY Ha
puOyTok. MeTon cepeTHp03BaKEHOT COOIBAPTOCTI 13 IMepepaxyHKOM IIiH 32 KOKHIM
BHOYTTSAM BH3HAHHI KOMIIPOMICHHM BapiaHTOM, KOHCEHCYC SIKOTO JIOCSTAa€ThCS 3a
paxyHOK 3MEHIIEHHs po3Mipy edekry. Jocmimkene MUTaHHS OpraHizamii oOmiKy
Ta PO3MOIITY TPAHCIOPTHO-3arOTIBEIFHUX BUTPAT 32 METOMMKAMH CEPEIHBOTO
BiICOTKa Ta NPSIMOro pO3NOAiTy. BH3HaueHi HENONIKM MeTo#a YCepemHCHHS
TPAHCIIOPTHO-3aTOTiBEIPHUX BUTpPaT 1 OOTIPyHTOBaHA JOULUIBHICTE MPSMOTO
PO3MOALTY TPAHCIIOPTHO-3arOTiBEJIFHUX BUTPAT, IO J03BOJSE IMIIBHILUTH SKICTh
o0mikoBOi iH(opMarii moxo pyxXy BHpOOHHYHMX 3allaciB Ta CyM BHUTpaT, IO
(OpPMYIOTECS B HACIIJIOK iX CIIOXKHBAHHSI.

Statement of the problem important prerequisite for the quality organization of their
accounting. Another important and, accordingly, relevant
issue in the organization of inventory accounting is its
accounting valuation, including the initial valuation of
production inventories, the issues of valuation of disposal
of production inventories, the issues of accounting and
distribution of transportation and procurement costs, as well
as the procedure for valuation of production inventories at
the balance sheet date at net realizable value, if applicable.
These problematic aspects are studied in the scientific
works of P.V. Pavlov [4], M.S. Pushkar [1], O.M. Shpyrko
and S.M. Semenova [2], S.I. Begun [5] and many others.
Promising areas for improving inventory accounting are
also recognized as the areas of streamlining the document
flow regarding the availability and movement of production
inventories, automation and “electronization” of inventory
accounting, as well as combining the functions of financial

Production inventories are an important component of the
business activities of the vast majority of modern enterprises.
A significant portion of the company’s financial resources is
directed to their formation, and the speed of movement and
efficiency of the use of production inventories fundamentally
affects the profitability of the company’s activities, financial
condition and competitiveness as a whole. It is worth noting
that a lack of the necessary production inventories may
jeopardize the rhythmic operation of the company, lead to
non-fulfillment of contractual obligations, loss of income
and unreasonable expenses. On the other hand, the constant
“freezing” of a substantial amount of funds in unused excess
inventory leads to inefficient use of financial resources,
loss of income and additional costs for the storage of such
inventory, which in turn negatively affects the financial
performance of the company.

Thus, the management of production inventories
is an important component of business management,
which actualizes the issue of organizing a high-quality
accounting system for the availability and movement of
production inventories, because making effective and
operational management decisions requires high-quality
information support.

Analysis of recent studies and publications

Theoretical and practical aspects of the organization and
methodology of inventory accounting have been studied
by many economists. Given that the issues of improving
the organization of inventory accounting are quite diverse,
scientists naturally focus on its various aspects. So, in
the scientific studies of M.S. Pushkar [1], O.M. Shpyrko
and S.M. Semenova [2], O.V. Gamova, 1.A. Kozachok,
T. Yu. Ashifina [3], the issue of identifying the concept
of “production inventories” is considered, since a clear
definition of the essence of accounting categories is an
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and management accounting and activating the inventory
control system. These areas are actualized in the scientific
articles of L.V. Bezkorovaina [6], O.V. Krukovskaya [7],
V.A.Kononenko and Zh.P. Tsupalenko [8], I. Ya. Maksymenko
and A.G. Ivanchenko [9], O.A. Odnoshevnaya [10] and
many others. So, in particular, the question of the expediency
of “ensuring electronic accounting of production inventories
at the enterprise” is actualized [9], the thesis that ensuring
the efficient use of production inventories at the enterprise
is possible “only with a combination of financial and
management accounting functions and their optimization”
is substantiated [6], and the conclusion is formed that an
important element of ensuring the functioning of a high-
quality system of production inventories accounting is
“independent control carried out either by external auditors
or internal auditors under the condition of an appropriately
organized internal control system” [7, p. 61].

Summarizing the above analysis of scientific research
in the field of improving the organization of inventory
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accounting, it should be noted that despite the extremely
large number of available studies, the task is not completely
solved. The identified issues are extremely multifaceted,
and economic business practice constantly raises new
questions and tasks, which justifies the expediency of
further scientific research in the area of improving the
organization of inventory accounting. In our opinion, special
attention should be paid to the issues of identification of
production inventories as an accounting category, as well as
to the issues of initial valuation and valuation of disposal of
production inventories, including the issues of accounting
and distribution of transportation and procurement costs.

Objectives of the article

The purpose of the study is to analyze the issue of
accounting identification of production inventories and the
problems of their initial valuation and valuation of disposal
with a view to creating conditions for improving the
quality level of organization of accounting for production
inventories of enterprises.

The main material of the research

The identification of production inventories as an
accounting category is an important prerequisite for the
quality organization of their accounting. It is the clear
identification of each accounting category that allows us to
identify problematic aspects of its reflection in accounting
and financial statements, because despite the recognition
of general accounting principles (such as prudence,
consistency, continuity, etc.), the organization of accounting
for specific accounting items — both assets and liabilities —
fundamentally depends on the individual characteristics
of each accounting category and the relevant tasks to be
solved within the organization of their accounting.

The problem of identifying the category of “production
inventories” for domestic enterprises is primarily due to the
absence of a clear definition of this accounting category in
the national regulatory documents governing accounting.
Thus, the National regulation (standard) of accounting 9
“Inventories” contains a definition of only a broader
accounting category — inventories, which are recognized
as “assets that are:

— held for sale (distribution, transfer) in the ordinary
course of business;

— are in the process of production for the purpose of
further sale of the production product;

— held for consumption in the production of goods,
performance of works and provision of services, as well as
for the management of the enterprise” [11].

Among the components of inventories, clause 6 of NR(s)
A9 “Inventories” provides for such an element of inventories
as “raw materials, basic and auxiliary materials, components
and other material assets intended for production,
performance of works, provision of services, distribution,
transfer, maintenance of production and administrative
needs” [11]. However, the regulatory document does not
use the phrase “production inventories” to identify this
accounting category. At the same time, it is worth noting that
in addition to the above-mentioned clause 6 of NR(s)A 9
“Inventories”, such inventory elements as work in progress,
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finished goods, goods, low-value perishable items and
current biological assets are also provided for.

The phrase “production inventories” is used as the name
of synthetic account 20, and the Instruction on the Application
of the Chart of Accounts for Accounting for Assets, Capital,
Liabilities and Business Transactions of Enterprises and
Organizations contains information that this account “is
intended to summarize information on the availability
and movement of stocks of raw materials (including raw
materials in transit and in processing), construction materials,
spare parts, agricultural materials, and other materials owned
by the enterprise” [12]. At the same time, it is quite difficult
to recognize the above thesis as a clear definition of the
accounting category “production inventories”.

The scientific literature also actively studies the issue
of identification of production inventories as an accounting
category. So, M.S. Pushkar characterizes production
inventories as “stocks of means of production that are in
the warehouses of an economic entity and are necessary
to ensure a continuous production process, and these are
only those items of labor that are not yet involved in the
production process and retain their natural and material
form” [1, p. 74]. In the Explanatory Dictionary of
Accounting and Related Terms by H.O. Korol, N.P. Potrus
and A.O. Bezghodkova, production inventories are defined
as “the totality of all materials, fuel, spare parts, etc. that the
manufacturer has” [13, p. 16]. In the scientific monograph by
O.M. Shpyrko and S.M. Semenova, the following definition
of the category “production inventories “ is proposed: “this
is an integral part of labor items that are involved in the
manufacture of products, but are not yet directly involved in
the production process, are consumed during one production
cycle and transfer their entire cost to the cost of the final
product” [2, p. 82]. Analyzing the above definitions, it
should be noted that production inventories are not an
accounting category exclusively for production activities and
production enterprises, such assets are objectively available
at enterprises of other types of activities. For example,
fuel for consumption by own vehicles or spare parts for
maintenance of equipment in trade enterprises belong to the
category of production inventories, which in turn further
emphasizes the need to distinguish between such assets as
“production inventories” and “goods”.

According to the results of the conducted scientific
research, O.V. Gamova, [.A. Kozachok, T. Yu. Ashifina
point out that “the essence of production inventories as
accounting objects is that production inventories are a set
of labor items that are part of current assets in the form
of stocks of basic and auxiliary materials, as well as fuel,
spare parts, return waste, containers and other materials that
are intended for use both in the production process and for
any other needs of the enterprise, in each operating cycle
transferring their value to the cost of finished products, works,
services, the accounting of which is kept on second-class
accounts” [3, p. 34]. Commenting on the above definition,
it should be noted that the identification of any accounting
category through the principles of the existing organization
of synthetic accounting (or accounting as such) is, in our
opinion, a violation of logic, since it is identification that is
the basis of the organization of accounting (i. e., accounting
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should be organized in accordance with the essence of the
objects of accounting), and not vice versa, when the existing
accounting practice may be a component of identification.
Summarizing the existing approaches to the
identification of the accounting category “production
inventories”, it is first of all necessary to identify the main
components of such identification, which, among other
things, distinguish this type of assets from others. So, it
should be clearly defined that production inventories
include inventories (or tangible current assets) of one-
time use, because it is necessary to distinguish between
production inventories and low-value, rapidly depreciating
items that also belong to inventories but are used
repeatedly (and therefore lose their consumer qualities
gradually), albeit for no more than one year or a normal
operating cycle if it is more than one year. In addition,
a clear distinction should be made between goods (i. e.,
assets acquired and held by an enterprise for resale in their
existing physical form) and production inventories, which
include assets held for subsequent consumption within the
enterprise, which will lead to a change in their physical
form. It is worth noting that despite the fact that the main
source of production inventories is their purchase from
suppliers, this is not a prerequisite for their identification,
as production inventories can be obtained as a result of
the liquidation of fixed assets, as returnable production
waste, or as a result of contributions to the authorized
capital or exchange for dissimilar assets. Thus, we propose
the following definition of the accounting category
“production inventories”: production inventories are stocks
(i. e., tangible current assets) held by an enterprise for the
purpose of further one-time consumption (which will lead
to a change in their natural and material form) in the process
of production of products (works, services), maintenance
of equipment, organization of management and marketing
of products (goods). The issue of identification can be
further expanded in terms of classification by stating that
the components of production inventories include raw
materials, components, fuel, construction materials, spare
parts, agricultural materials, etc. In addition, in furtherance
of the identification issue, it may be worth noting that the
consequence of a one-time consumption of production
inventories in the context of management actions (planning,
accounting) is the simultaneous inclusion of the cost of
consumed production inventories in the costs of production
(works, services) or in administrative or selling expenses,
as opposed to the cost of, for example, fixed assets, which
is depreciated, i. e., included in expenses gradually in parts.
A fundamental and at the same time problematic issue
in the organization of production inventory accounting
and presentation of relevant information in the reporting
is inventory valuation. So, S. Maliutiak rightly notes that
“an important prerequisite for inventory accounting is its
valuation, which affects the determination of production costs.
This issue is of particular importance in the current economic
environment, when market prices are constantly changing.
The methodology of inventory valuation is an effective tool
for organizing effective financial and economic activities of
an enterprise and is of great interest to accountants due to the
need to determine the real value of inventories” [14, p. 51].
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The issue of inventory valuation in the current accounting
practice of domestic enterprises is multilevel. So, NR(s)A 9
“Inventories” provides for the principles of initial valuation
of inventories, valuation of inventory disposal and valuation
of inventories at the balance sheet date. At the same time,
each company develops and implements its own accounting
policy, certain elements of which should regulate the
valuation and organization of inventory accounting. In this
regard, the following elements of the accounting policy
have a fundamental impact on the accounting valuation
of production inventories: the choice of the method of
disposal valuation, the choice of the method of distribution
of transportation and procurement costs, as well as the
procedure for valuation of production inventories at the
balance sheet date at net realizable value, if applicable.

The need to streamline the valuation of production
inventories at the time of disposal (i. e., use, consumption or
sale) is actualized by the fact that the receipt of production
inventories of the same type may occur at different prices.
The valuation of disposal should arrange the process of
determining the relevant costs of production inventories
or their cost of sale. According to clause 16 of NR(s)A 9
“Inventories”, one of the following methods should be
applied for this purpose: “the identified cost of the respective
unit of inventories, the weighted average cost, the cost of
first-in, first-out (FIFO), standardized costs, and the selling
price” [11]. It is worth noting that the selling price method
can only be used to value goods sold at retail, and therefore
cannot be used to value the disposal of production inventories.
In most cases, the use of the identified cost method to measure
inventories is not justified, as it significantly complicates their
initial accounting. In the case of standard cost accounting, the
need to adjust to actual production cost will require the use of
another method of valuation of disposal.

Hence, in the practice of organizing production
inventory accounting, the issue usually comes down to the
choice between the FIFO method, which “is based on the
assumption that inventories are used in the sequence in
which they were received by the enterprise (reflected in the
accounting records)” [11] and the weighted average cost
method. The latter method has two fundamental varieties,
because the calculation of the average price can occur
either once a month or for each of the disposal transactions.
In the monograph of O.M. Shpyrko and S.M. Semenova,
the first of the options is called the method of periodic
accounting, and the second — the method of permanent
accounting [2, p. 44-45].

A reasonable choice of the method for evaluating the
disposal of productioninventories requires aclearunderstanding
of the impact of this element of accounting policy on the
accounting and reporting data regarding the size of financial
results and the value of inventory balances as a component of
the company’s assets. Of course, it is worth noting that such an
impact is subjective and is available only if inventory balances
are formed at the end of the reporting period. If we consider
the period at the end of which there are no inventory balances
(not only production inventories, but also work in progress and
finished goods, the cost of which will depend on the amount
of material costs), the amount of financial results determined
in the accounting will in no way depend on the chosen method
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of valuation of the disposal of production inventories. On the
other hand, it should be understood that the quantitative impact
of the method of valuation of production inventory disposal on
the accounting assessment of financial results and the value of
inventory balances directly depends on the direction of price
level changes.

Given that economic entities, including business
entities, usually deal with inflation in practice, this issue
should be analyzed in the context of a constant increase
in the price level. Table 1 compares the use of the FIFO
method, the weighted average cost method with monthly
price revaluation, and the weighted average cost method
with price revaluation for each disposal transaction to
measure the disposal of production inventories.

Comparing the results of an alternative assessment, it is
worth recognizing that in the event of a change in the price
level, assessment by different methods forms different
sums of the cost of disposal of production inventories,
which in turn directly affects the size of the financial results
of the corresponding reporting period and the value of the
balance of stocks at its end.

So, in conditions of constant price growth due to
inflationary processes, the minimum valuation is the
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FIFO method of disposal, which maximizes the amount
of financial results and the accounting value of balances.
In inflationary conditions, the maximum valuation is the
weighted average cost method with prices recalculated
once a month, which minimizes the accounting estimate
of financial results. The weighted average cost method
with price revaluation for each disposal generates interim
results compared to the other two methods.

Thus, the choice of a particular method of valuation
of disposal of production inventories as an element of
accounting policy allows to influence the amount of
financial results of certain reporting periods. Accordingly,
it is advisable to analyze the purpose of such influence.
On the one hand, employees who manage the company
are interested in increasing the accounting estimate of
financial results (i. e., increasing profits or minimizing
losses), especially if they receive bonuses from the amount
of profit. In addition, an increase in the amount of profit
(simultaneously with an increase in the estimated value of
the company’s assets), according to the financial statements,
improves the financial condition, creditworthiness and
investment attractiveness of the company, which is relevant
in cases of lending, attracting additional investors and

Table 1 — Comparison of the results of production inventories disposal valuation using different methods

Data on the availability and movement of production inventories

Receipts Expenditure
Date Quantity, kg. Price per unit, UAH/kg. Date Quantity, kg.
01.05.2023. 1000 100.00
08.05.2023. 2500 105.00 11.05.2023. 3000
15.05.2023. 3500 115.00 18.05.2023. 2500
22.05.2023. 2500 120.00 25.05.2023. 2000

Valuation of disposal using the FIFO method:
The cost of disposal is 11.05.2023. = 1000 * 100.00 + 2000 * 105.00 = 310000.00 UAH.
The cost of disposal is 18.05.2023. = 500 * 105.00 + 2000 * 115.00 = 282500.00 UAH.
The cost of disposal is 25.05.2023. = 1500 * 115.00 + 500 * 120.00 = 232500.00 UAH.
Total cost of disposal: UAH 825000.00.
The balance of production inventories: 2000 kg. at a price of UAH 120.00/kg. valued at 240000.00. UAH.

Valuation of disposals using the weighted average cost method with price recalculation for each disposal:

Average price as of 11.05.2023. = (1000 * 100.00 + 2500 * 105.00) / (1000 + 2500) = 103.5714286 UAH/kg
The cost of disposal is 11.05.2023. = 3000 * 103.5714286 = 310714.29 UAH.
Balance after disposal: 500 kg. worth 51785.71 UAH.
Average price as of 18.05.2023. = (51785.71 + 3500 * 115.00) / (500 + 3500) = 113.5714275 UAH/kg
The cost of disposal is 18.05.2023. = 2500 * 113.5714275 =283928.57 UAH.
Balance after disposal: 1500 kg. worth 170357.14 UAH.
Average price as of 25.05.2023. = (170357.14 +2500 * 120.00) / (1500 + 2500) = 117.5892850 UAH/kg
The cost of disposal is 25.05.2023. = 2000 * 117.5892850 =235178.57 UAH.
Total cost of disposal: 829821.43 UAH.
The balance of production inventories: 2000 kg. at a price of UAH 117.59/kg. valued at 235178.57 UAH.

Valuation of disposals using the weighted average cost method with price revaluation once a month:
Average price per month = (1000 * 100.00 +2500 * 105.00 + 3500 * 115.00 + 2500 * 120.00) /
/(1000 + 2500 + 3500 + 2500) = 112.1052632 UAH/kg
The cost of disposal is 11.05.2023. = 3000 * 112.1052632 = 336315.79 UAH.
The cost of disposal is 18.05.2023. = 2500 * 112.1052632 = 280263.16 UAH.
The cost of disposal is 25.05.2023. = 2000 * 112.1052632 =224210.53 UAH.
Total cost of disposal: 840789.48 UAH.
The balance of production inventories: 2000 kg. at a price of 112.11 UAH/kg. valued at of 224210.52 UAH.

Comparison of evaluation results:

Weighted average cost method
Indicator FIFO method with price restatement
for each disposal | once a month
1. Cost of disposal of production inventories for the month, UAH. 825000.00 829821.43 840789.48
2. The value of the inventory balance at the end of the month, UAH. 240000.00 235178.57 224210.52
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issuing shares. The FIFO method allows to maximize this
effect in an inflationary environment. On the other hand,
for companies that are income tax payers, an increase in
the accounting estimate of profit under the existing tax
legislation will lead to an increase in the tax burden in
terms of income tax. Accordingly, the weighted average
cost method with monthly price recalculation should be
recognized as the most attractive in the tax area, since in
the context of inflation it allows to legitimately optimize
(minimize) the tax burden in the area of income tax. As for
the weighted average cost method with price revaluation
for each disposal, its application partially meets each of the
above objectives, but the consensus is reached by reducing
the size of the effect. Making the final decision on the
choice of the method of valuation of production inventories
disposal is a complex task and requires taking into account
a wide range of factors and conditions, among which, for
example, P.V. Pavlov notes such as “the level of inflation,
the financial condition of the enterprise, the terms of sale,
pricing, tax legislation requirements, etc.” [4, p. 218].

Another important issue in the valuation of production
inventories is the organization of accounting and allocation
of the so-called transportation and procurement costs. This
issue is a component of the initial valuation of inventories,
but at the next stage it has a fundamental impact on the
valuation of their disposal.

Thus, in accordance with clause 9 of NR(s)A 9
“Inventories”, a component of the initial cost of production
inventories (as inventories acquired for a fee) is
“transportation and procurement costs (costs of
procurement of inventories, payment of tariff (freight) for
loading and unloading operations and transportation of
inventories by all types of transport to the place of their
use, including costs of insurance of risks of transportation
of inventories)” [11]. At the same time, the inclusion
of transportation and procurement costs in the initial
cost of purchased inventories raises the issue of their
distribution. The essence of the problem is that a certain
amount of recognized expenses, for example, expenses
for transportation of inventories, may be simultaneously
associated with several different items of inventories if they
were transported together. Accordingly, the question arises
of allocating transportation and procurement costs between
separate inventory units. This distribution can be organized
either on the basis of direct distribution or using the average
percentage of transportation and procurement costs.

The logic of the direct allocation method implies that,
if necessary, transportation and procurement costs that are
simultaneously associated with several accounting units of
inventories are allocated among these units. Such allocation
may involve the use of natural units as the allocation base
(allocation in proportion to weight, volume or number
of units) or, if it is not possible to use natural units as
the allocation base, the use of the purchase cost as the
allocation base (excluding value added tax if the relevant
amounts are included in the buyer’s tax credit). Allocation
of transportation and procurement costs in proportion to
natural units, i. e., in proportion to weight or volume, is
more accurate and allows for maximum approximation
of the objective cost of each unit of purchased production
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inventory. However, the application of this allocation basis is
limited, as inventories may be measured in different physical
units. In such cases, direct allocation can be performed in
proportion to the accounting cost of the inventory.

An alternative method of allocating and accounting
for transportation and procurement costs is the method
based on the calculation and application of the so-called
average percentage of transportation and procurement
costs. In essence, this method involves the preliminary
systematization of all transportation and procurement costs
on a special subaccount (subaccount 200 “Transportation
and procurement costs to the cost of production inventories”
or subaccount 201.1 “Transportation and procurement costs
to the cost of raw materials”) and the distribution of the
accounted costs between the production inventories that have
been disposed of and the balance of production inventories
in proportion to the accounting cost. This means averaging
transportation and procurement costs, which is actually
a disadvantage of this accounting method, as averaging leads
to a distortion of the initial cost of individual production
inventories items, and at the next stage, to a distortion of
the amount of expenses related to the use of such production
inventories. When this method is applied, a certain amount
of additional costs is added to the cost of inventories that did
not require any additional transportation and procurement
costs. It is also worth noting that if this method is applied,
the initial cost of a single unit of inventory that has been
purchased and stored for several months without change will
change at the beginning of each month as a result of changes
in the average percentage of transportation and procurement
costs, which is difficult to recognize as entirely logical.

Conclusions

Organizing a high-quality system of accounting for
the availability and movement of production inventories
at an enterprise is an important prerequisite for ensuring
their effective use, since making effective and operational
management decisions requires appropriate information
support. Solving methodological problems in the organization
of production inventory accounting requires, in turn, their
clear identification. Given the absence of a direct definition of
production inventories as an accounting category in domestic
regulatory documents and the identified comments on the
approaches to their identification in the scientific literature,
based on the results of the study, the following definition of
this accounting category is proposed: production inventories
are stocks (i. e., tangible current assets) held by an enterprise
for the purpose of further one-time consumption (which
will lead to a change in their natural and material form) in
the process of production of products (works, services),
maintenance of equipment, organization of management
processes and sales of products (goods).

A fundamental aspect of the organization of production
inventory accounting should be recognized as the choice
of a method for assessing their disposal as an element of
the enterprise’s accounting policy. In the framework of the
study, the author compares the effects of applying three main
alternative methods of valuation of inventory disposal in the
context of inflation — the FIFO method, the weighted average
cost method with price recalculation once a month and the



Financial Strategies of Innovative Economic Development. Ne 3 (59), 2023

weighted average cost method with price recalculation for
each disposal. Thus, it was found that the application of the
FIFO method, in comparison with other methods, allows
to temporarily increase the accounting estimate of financial
results, which in turn to some extent increases the investment
attractiveness and competitiveness of the enterprise according
to the financial statements. On the contrary, the application
of the weighted average cost method with monthly price
recalculation leads to minimization of the amount of
accounting estimates of financial results, which allows
optimizing the tax burden in terms of income tax. Applying
the weighted average cost method with price recalculation
for each disposal may be recognized as a compromise.

The organization of accounting for and allocation of
transportation and procurement costs as a component of the
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initial cost of production inventories also ultimately affects
the cost of their disposal. The distribution of transportation
and procurement costs can be organized either by using the
average percentage of such costs or by the direct allocation
method. The first option is less time-consuming, but taking
into account the fundamental comments on its logic and
operational in the context of accounting automation, it
is more appropriate to recognize the use of the method of
direct distribution of transportation and procurement costs,
as this allows to increase the qualitative level of determining
the cost of disposal of individual units of production
inventories. Whenever possible, direct allocation should
be made in proportion to the natural accounting units of
production inventories and only when this is not possible, the
accounting value should be used as the basis for allocation.
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Financial reporting is a mandatory component of the reporting of any modern
enterprise, and its formation is a certain logical conclusion of accounting. It is
established that “the main requirement for the information presented in the statements
is that it should be informative for users, that is, that the information contained in the
financial statements can be used to make informed decisions. The main criteria that
information must meet are: relevance, comparability, reliability, comprehensibility,
truthfulness, neutrality” [2]. It has been proven that the formation of financial
statements based on accounting data is carried out to meet the information needs
of users. The main indicators of financial reporting are compiled in accordance
with the norms of NP(S)BO 1 “General requirements for financial reporting” [2].
It was concluded that the domestic reporting practice provides for the formation of
financial statements both according to national provisions (standards) of accounting
and according to international standards of financial statements. The main forms
of financial reporting, which are the information support for the analysis of the
financial state of the enterprise, are recognized as the Balance Sheet (Report on the
financial state) and the Report on the financial results.
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®iHaHCOBa 3BITHICTH € 000B’I3KOBOIO CKIIAZOBOIO 3BITHOCTI OY/Ih-SIKOTO Cy9acHOTO
MiIpUeEMCTBA, a ii (QOpPMyBaHHS € TEBHUM JIOTIYHUM ITiJICYMKOM BEIEHHS
OyxraaTepchbkoro o0miky. BeTaHOBICHO, IO «OCHOBHA BHMOra 110 iH(popMmaliii,
MPEJICTABIICHOI Y 3BITHOCTI IOJISATae B TOMY, 11100 BOHa OyIa iHHOPMATHBHOIO /ISt
KOpHCTYBadiB, TOOTO, 10O BiJOMOCTI, IIO MICTIThCS Yy (hiHAHCOBIil 3BITHOCTI,
MO)KHa OyJIO BHKOPHCTATH IS NPHHHATTS OOIPYHTOBaHUX pimieHb. OCHOBHI
KpHUTEpii, TKUM IIOBIHHA Bi/IITOB11aTH iHPOPMAILis, I1e: TOPEUHICTh, TOPIBHAHHICTD,
BIpPOTiIHICTH, 3PO3YMITICTh, MPAaBAMBICTh, HEHTpambHICTE» [2]. loBemeHo, 1m0
(dhopmyBaHHs (piHAHCOBOT 3BITHOCTI HA MIACTaBI JaHUX OyXraJTEPCHKOrO OOIIKY
3IIMCHIOETHCS ISl 337I0BOJICHHS iH(pOpMaliiHUX ToTpeOd KopucTyBauiB. OCHOBHI
MOKa3HUKH (PiIHAHCOBOT 3BITHOCTI CKJIaNarOThes BimmoBinHO 10 HOpM HII(C)BO
1 «3arampHi BUMOTH 10 (iHAHCOBOI 3BITHOCTI» [2]. 3po0IEHO BHCHOBOK, IO
BITYM3HSHA 3BiTHA TpakTHKa meperndadae ¢GopmyBaHHA (PiHAHCOBOI 3BITHOCTI
AK 32 HalllOHAJHPHUMH TOJOKEHHS (CTaHAapTamu) OyXTaiaTepchKoro oOImiKy, Tak
i 32 MDKHapOAHUMH cTaHaapramu (iHaHCOBOI 3BiTHOCTI. OCHOBHUMH (hopMamu
(hiHaHCOBOT 3BITHOCTI, 1110 € iH(OpPMAIIHHIM 3a0e3MeYeHHIM aHaJli3y (iHaHCOBOTO
CTaHy IiAnpueMcTBa, Bu3HaHo bananc (3Bit npo QinancoBuii craH) i 3BiT Hpo
(hiHaHCOBI pe3ysIbTaTH.

Introduction

Assessment and analysis of the financial state of the

Financial reporting is a mandatory component of the
reporting of any modern enterprise, and its formation is
a certain logical conclusion of accounting. On this issue, it

enterprise require high-quality and unbiased information  jg yorih noting that the Law of Ukraine dated 07.16.1999.
support, the source of which in modern conditions is the so-  No. 996-XIV “On accounting and financial reporting in
called financial reporting of enterprises, which is formed  Ukraine” [1] actually perceives the formation of financial
according to certain rules on the basis of accounting data. reporting in combination with accounting. Thus, according
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to Article 3 of this regulatory document, “the purpose
of accounting and financial reporting is to provide users
with complete, true and unbiased information about the
financial condition and results of the enterprise’s activities
for decision-making” [4]. It is indicative that already at this
stage of regulatory regulation, the purpose of both accounting
and financial reporting is to provide users with high-quality
information about the company’s financial condition.

Analysis of recent research and publications

The concept of financial reporting is an important
element of the organization and management of modern
accounting. The study of the economic and accounting
essence of the “financial reporting” category is relevant for
many scientists. Thus, Table 1 systematizes the definitions
presented in various scientific works.

Setting objectives

The purpose of the article is to display financial
statements as information support for monitoring the
financial state of the enterprise.

Presentation of the main research material

Considering the question of the place of international
financial reporting standards in the genesis of financial reporting
as such, it is also worth noting that “international financial
reporting standards belong to the Anglo-Saxon tradition of
financial accounting and are characterized as standards based
on principles (principles based standards), unlike, for example,
from the GAAP system adopted in the USA — rules-based
standards. This means that IFRS do not detail all procedures
and stages of financial accounting, preferring trust in the
professional independence of accountants, official conscience
and personal professional judgment” [4].

Standard financial reporting is almost the only source
of information about the economic and financial activities
of the enterprise for users who do not have access to
other accounting information and internal reporting of
the enterprise. That is why “financial reporting should
satisfy the needs of those users who cannot require reports
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compiled taking into account their specific informational
requirements” [4].

It is worth noting that “in a market economy;, all business
entities are interested in receiving full and open information
about each other’s actions. Market relations give rise to the
interest of borrowers and creditors, issuers and investors,
banks and depositors, directors and shareholders, the state
in transparent financial reporting, where it is possible to
reveal the effectiveness of decisions and determine the
responsibility of those who make them” [4].

A mandatory condition for the formation of financial
reporting is the provision of an adequate quality level, because
otherwise the generated reporting will not be able to provide
users with quality information for making informed and
effective management decisions. “The main requirements for
reporting are reality, clarity, timeliness, unity of methodology
of reporting indicators, comparability of reporting indicators
with past ones. The qualitative characteristics of financial
reporting are as follows: the information provided in
financial reports must be understandable and calculated for
unambiguous interpretation by its users, provided that they
have sufficient knowledge and are interested in perceiving
this information” [3].

Chapter III “Qualitative characteristics of financial
reporting and principles of its preparation” of the
National regulation (standard) of accounting 1 “General
requirements for financial reporting” [2] is devoted to the
issue of ensuring a high-quality level of financial reporting.
Figure 1 schematically presents the main qualitative
requirements for financial reporting.

First of all, “the main requirement for the information
presented in the statements is that it should be informative
for users, that is, that the information contained in the
financial statements can be used to make informed
decisions. The main criteria that information must meet are:
relevance, comparability, reliability, comprehensibility,
truthfulness, neutrality” [2].

In accordance with the norms of NP(S)BO 1 “General
requirements for financial reporting”, the financial
reporting of the enterprise “is formed in compliance with

Table 1 — Identification of the category “financial reporting” in scientific research

Definition

Author and source

Financial reporting is a system of “generalized accounting indicators, structured in the form of reports, which
provide users with information about the financial condition, results of operations, cash flows and changes in
the company's equity during the reporting period for these users to make appropriate decisions” [3]

O.M. Andrienko

Financial reporting is a system of tables and indicators of reports that reflect the financial and property
situation of the organization, the results of its economic activity for a certain period

A.K. Borisov,
B.A. Reisberg

Financial reporting is a way of summarizing the monetary assessment of the state of economic assets, financial
resources and the sources of their formation on a certain date in the form of reporting tables compiled for
internal and external users with the aim of making managerial and investment decisions.

V.V. Kyrychenko,
V.I. Safonova

Financial reporting — reporting based on the results of the enterprise's activities, which enables users of
financial reporting to familiarize themselves with its property and financial condition.; financial reporting is
a kind of information model of a business entity

A.IL. Malyshkin

Financial reporting - “a set of registers of generalized (consolidated, grouped, generalized) indicators for
a certain period, characterizing the statics and dynamics” of accounting objects [4]

M.S. Pushkar

Financial reporting — a collection of reporting forms compiled on the basis of accounting data with the aim of
providing the user with generalized information about the enterprise

N.M. Tkachenko

Financial reporting is an independent system of presenting data necessary for information support of
management, which is not a constituent element of accounting

P.Ya. Homin
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The main qualitative characteristics of financial reporting in accordance with the

norms of the National regulation (standard) of accounting
1 “General requirements for financial reporting”

the information provided in the financial statements should be

A 4

accessible and understandable to its users, provided that they have
sufficient knowledge and are interested in perceiving this information

financial statements should contain only relevant information that

A 4

affects users' decision-making, allows timely assessment of past,
present and future events, confirms and corrects their assessments
made in the past

financial reporting must be reliable (true). The information provided

in the financial statements is reliable (true) if it does not contain
errors and distortions that can influence the decisions of users of the
statements

\ 4

financial statements should enable users to compare: financial

\ 4

statements of the enterprise for different periods; financial statements
of various enterprises

Fig. 1 — Basic qualitative requirements for financial reporting

the following principles: “autonomy of the enterprise;
business continuity; periodicity; historical (actual) cost
price; accrual, according to which income and expenses
are reflected in accounting and financial reporting at the
time of their occurrence, regardless of the time of receipt
or payment of funds (money); full coverage; sequences;
prudence; the predominance of essence over form; of
a single monetary measure” [2].

Forming financial statements based on accounting data
according to generally accepted practice is carried out

to meet the information needs of users, i. e. “natural or
legal persons who need information about the company’s
activities to make decisions” [4]. Understanding the
composition of users — internal and external — of financial
reporting data is important for the characterization of
financial reporting as such. Table 2 presents the main
groups of users of financial statements with an indication
of their main information needs.

The formation of financial statements in domestic
accounting practice is standardized by national accounting

Table 2 — Characteristics of the main users of financial statements

Users financial reporting

Characteristics of basic information needs

Existing owners
(participants,
shareholders)

of the enterprise

Making decisions regarding the further ownership of property, making decisions regarding the payment
of dividends (if there is a profit), evaluating the quality of management and, if necessary, making
decisions about changing the management of the enterprise, making other strategic management

decisions

Potential owners,
investors

Making decisions about the expediency of acquiring shares or the share of the enterprise, making
decisions about the expediency of investments

Enterprise management

Adoption of various operational and tactical management decisions to ensure the company's activities

State Tax Service

Verification of compliance of the recognized tax obligations of the enterprise with the results of its
work, assessment of the prospects of the enterprise for the needs of tax forecasting and planning

State Statistics Service

Further systematization of information on the activities of enterprises at the branch, regional and
national level

Private creditors —
banks, suppliers, etc

Assessment of the company's ability to fulfill its obligations in a timely manner and in full

Buyers (customers)

Assessment of the company's ability to fulfill its obligations (including guarantees) in a timely manner
and in full

Employees,
trade union organizations

Assessment of the company's ability to timely and fully fulfill its obligations regarding labor
remuneration; assessment of the stability of the employer from the point of view of further employment
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regulations (standards), but it is worth paying attention
to the fact that the composition and order of formation of
financial statements depends on the size of the legal entity.

Thus, in accordance with the norms of Article 2
of the Law of Ukraine “On Accounting and Financial
Reporting in Ukraine” for the settlement of issues related
to the organization and maintenance of accounting and
the formation of financial reporting, “enterprises (except
budget institutions) may belong to micro-enterprises,
small, medium or large enterprises” [1]. Table 3 presents
the criteria for identifying enterprises by size in accordance
with the specified law.

Legal entities belonging to large and medium-sized
enterprises according to the above criteria, during the
formation and submission of financial statements, are
guided by the norms of the National Regulation (standard)
of accounting 1 “General requirements for financial
reporting” and prepare a complete package of financial
reporting accordingly.

— The financial statements of large and medium-sized
enterprises or the so-called complete package of financial
statements, which is formed in accordance with the norms
of NP(C)BO 1, consists of:

— balance sheet (financial statement);

— report on financial results (report on total income);

— cash flow report;

— report on equity;

— note to financial statements” [2].

The main indicators of the financial statements prepared
in accordance with the norms of NP(S)BO 1 “General
requirements for financial statements” are expressed in
thousands of UAH without a decimal point. It is believed
that in reporting as a source of aggregated information, users’
attention should not be drawn to small insignificant amounts.

Financial statements of micro-enterprises and small
enterprises are formed according to separate rules as so-
called simplified financial statements. Such simplified
financial reporting is prepared in accordance with the
norms of the National accounting regulation (standard) 25
“Simplified financial reporting”. This regulatory document
provides for the formation of financial statements in
the form of Financial Statements of a small enterprise
(Forms 1, 2) and Financial Statements of a microenterprise
(Forms 1, 2). Simplified financial statements are drawn up
in thousands of UAH with one decimal place.

According to Art. 13 of the Law of Ukraine “On
Accounting and Financial Reporting in Ukraine” “the
reporting period for preparing financial statements is the
calendar year” [1]. In addition, such a concept as interim
financial reporting is provided, which “is compiled based
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on the results of the first quarter, first half of the year, nine
months” [1]. Interim financial statements are formed by
large and medium-sized enterprises as part of the balance
sheet (statement of financial position) and the statement of
financial results (statement of total income).

Important users of financial reporting are state
authorities, primarily the State Statistics Service and the
State Tax Service.

In accordance with Clause 5 of the Resolution of the
Cabinet of Ministers of Ukraine dated February 28, 2000.
No. 419 “On approval of the procedure for submitting
financial statements” to the authorities of the State Statistics
Service, interim financial statements (I quarter, first half of the
year, nine months) are submitted no later than the 30th of the
month following the reporting quarter, and annual financial
statements —no later than February 28 following the reporting
year [1]. Only corporate income tax payers submit financial
statements to the State Tax Service. Financial reporting in
such cases is recognized as a mandatory appendix to the Tax
Declaration on corporate income tax.

Regulation of confidentiality or publicity of financial
reporting deserves special attention. Yes, Art. 14 of the
Law of Ukraine “On Accounting and Financial Reporting
in Ukraine” defines that “financial statements of enterprises
do not constitute commercial secrets, are not confidential
information and do not belong to information with limited
access, except in cases provided for by law. The ban on
the distribution of statistical information does not apply
to financial reporting. Enterprises are obliged to provide
copies of financial statements and consolidated financial
statements at the request of legal entities and individuals in
the manner prescribed by the Law of Ukraine “On Access
to Public Information” [1].

The Law of Ukraine “On Accounting and Financial
Reporting in Ukraine” provides that “enterprises of public
interest (except for large enterprises that are not issuers
of securities), public joint-stock companies, subjects of
natural monopolies on the national market and subjects
Business entities operating in extractive industries are
required to publish annual financial statements and annual
consolidated financial statements together with an audit
report on their website (in full) no later than April 30 of
the year following the reporting period and in another way
in the cases specified by law. Large enterprises that are
not issuers of securities and medium-sized enterprises are
obliged to publish the annual financial statements together
with the auditor’s report on their website (in full) no later
than June 1 of the year following the reporting period” [11].

The domestic reporting practice provides for the
formation of financial statements both according to national

Table 3 — Criteria for identification of enterprises by size according to the Law of Ukraine No. 996-XIV

Identification criteria - Types of enterprises -
micro small average big

indi up to up to up to more than
;?g;iii?;sgafpiitehzniﬁzl book value of assets 350.080 euros | 4 milliF())n euros | 20 millri)on euros | 20 million euros

financial statements for the net income from the sale of up to up to up to more than
year preceding the reporting | products (goods, works, services) | 700.000 euros | 8 million euros | 40 million euros | 40 million euros

year must meet at least two up to up to up to more than

of the specified criteria the average number of employees 10 people 50 people 250 people 250 people
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provisions (standards) of accounting and according to
international standards of financial reporting.

Yes, according to Art. 12 of the Law of Ukraine
“On Accounting and Financial Reporting in Ukraine”
“enterprises of public interest, public joint-stock
companies, economic entities that carry out activities in
the extractive industries, as well as enterprises that conduct
economic activities by types, the list of which determined
by the Cabinet of Ministers of Ukraine, prepare financial
statements and consolidated financial statements according
to international standards” [1]. It should be noted here
that enterprises of public interest include, in particular,
banks, insurers, non-state pension funds, other financial
institutions (except for other financial institutions and
non-state pension funds belonging to micro-enterprises
and small enterprises) and enterprises belonging to
large enterprises.

In accordance with Clause 5 of the Resolution of the
Cabinet of Ministers of Ukraine dated February 28, 2000.
No. 419 “On approval of the Procedure for submitting
financial statements” “financial statements according to
international standards of financial statements are formed
by enterprises that conduct economic activities according
to the following types:

— provision of financial services, except for insurance
and pension provision (Chapter 64 SICC DC009:2010);

— non-state pension provision (group 65.3 SICC
DK 009:2010);

— auxiliary activities in the spheres of financial services
and insurance (chapter 66 SICC DC009:2010, with the
exception of auxiliary activities in the field of insurance
and pension provision (group 66.2009:2010)” [1].

It is also worth paying attention to the fact that
enterprises, which are not subject to the requirement to
prepare financial statements according to international
standards, have the right to independently determine the
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feasibility of applying international standards for the
preparation of financial statements.

The main forms of financial reporting, which are
the information support for the analysis of the financial
condition of the enterprise, should be recognized as the
Balance Sheet (Report on the financial condition) and the
Report on the financial results.

The balance sheet of the enterprise traditionally displays
information on the monetary valuation of the assets, equity
and liabilities of the enterprise. It is the balance sheet that
provides users with information and provides information
on the property and financial condition of the enterprise.

According to the standard definition, the balance sheet
is “the accounting method, which is a method of grouping
and comparing the monetary value of economic assets
and the sources of their formation on a certain date” [1].
By its accounting essence, the balance sheet is the result
of observing the principle of double entry in accounting,
and accordingly, the sum of the Assets of the balance
sheet, where the monetary value of assets (business assets)
is given, should be equal to the sum of the Liabilities of
the balance sheet, where information is given about the
company’s equity and liabilities.

As already noted above, according to domestic
reporting practice, legal entities belonging to the category
of large and medium-sized enterprises form a balance
sheet as part of a complete package of financial reporting
in accordance with the norms of the National Regulation
(standard) of accounting 1 “General requirements for
financial reporting”. Accordingly, we are talking about the
so-called form 1 — Balance Sheet (Statement of Financial
Status), the general structure of which, in accordance with
the norms of NP(S)BO 1, is presented in Figure 2.

Next to the balance sheet, an important source of
information support for the analysis of the financial state
of the enterprise is reporting on income, expenses and

BALANCE SHEET (STATEMENT OF FINANCIAL STATEMENT)

] ACTIVE PASSIVE ]
—»  Section I. Non-current assets Section 1. Equity ]
> Section II. Current assets Section II. Long-term —

obligations and security

N Chapter III. Non-current assets —
held for sale and disposal groups Chapter IIL. Curr.el.lt liabilities —

and provisions
Chapter IV. Liabilities related to
non-current assets held for sale [¢—
and disposal groups

The assets of the balance sheet must equal the liabilities of the balance sheet, that is, the
total value of assets is objectively equal to the sum of equity and liabilities

Fig. 2 — Structure of the Balance Sheet (Statement of Financial Status) according to the norms of NP(S)BO 1
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financial results — the Report on financial results (Report on
total income). It is about form 2 of the complete package
of financial reporting, which is formed in accordance with
the requirements of NP(S)BO 1 “General requirements for
financial reporting” by large and medium-sized enterprises.

The report on financial results (Report on total income)
consists of the following four information sections: “Financial
results”, “Total income”, “Elements of operating expenses”,
“Calculation of indicators of profitability of shares”.

The first section of the “Financial Results” report, the
structure of which is presented in Figure 3, provides basic
information about the company’s income, expenses, and
financial results.

It is the information in the Report on financial results
that allows you to assess the influence of such elements as
profitability, profitability and the level of business activity
on the formation of the financial result and to determine the
trends of its change.

Net income (revenue)
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Summarizing, it should be noted that the information
support for the analysis and, accordingly, monitoring
of the financial state of the enterprise is not limited to
financial reporting data, because separate accounting
and statistical data are also involved for the analysis,
but such data are available only to certain categories of
users, in particular to the management and owners of
the enterprise.

Conclusions

Assessment and analysis of the financial state of the
enterprise require high-quality and unbiased information
support, the source of which in modern conditions is
financial reporting, which is formed according to clear
standards on the basis of accounting data. Financial
reporting makes it possible to assess profitability,
profitability, development prospects and determine ways
to coordinate management decisions.

Other operating income

from the sale of
products (goods,
works, services)

Cost of goods
sold (goods,
works, services)

Administrative expenses
Selling expenses
Other operating expenses

™~ /

Gross profit (loss)

Income from equity participation
Other financial income

v

(loss)

Financial result from operating activities — profit

Other income
Financial expenses
Losses from equity participation

v

Other expenses

Financial result before taxation — profit (loss)

v

Expenses (income) from income

Net financial result—profit (loss)

tax

Fig. 3 — Scheme of Section I. “Report on financial results” in accordance
with the norms of NP(S)BO 1 “General requirements for financial reporting”
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This article is dedicated to the search for an effective model of environmentally
friendly agricultural land use and the agricultural economy in Ukraine, taking into
account the rating assessment of the investment attractiveness of administrative-
territorial features of land resources and directions aimed at stimulating investment
activities. The article conducts an analysis and researches the directions of
utilization, development trends, and mechanisms of state support for stimulating
the investment attractiveness of land resources. In the course of the research,
a list of measures dedicated to the development of directions and mechanisms of
support for stimulation, formed through investment attractiveness, is examined,
considering the nature of their distribution and efficiency, taking into account
eco-friendly technologies. The study explores the goals and objectives of eco-
economic land use through the formation of investment attractiveness of land
resource potential as a scientific prerequisite for the development of land relations
in Ukraine. Priority sectors of the economy are highlighted, through which the
potential of land use, land resources, and investment attractiveness is revealed.
The article analyzes and outlines land relations and land use problems, proposing
ways to address them. It identifies and proposes several significant mechanisms
for supporting state incentives for investment attractiveness. A list of measures
is proposed for the environmentally safe and dynamic development of market
land relations in Ukraine. The directions for regulating environmental land use
are identified as one of the most important and positive platforms for regional
investment attractiveness development.
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Crarts mpucBsiueHa IomyKy edexkTHBHOI  Moaenl  (yHKUIOHYBaHHS
€KOJIOr00e3MeYHOr0 CIECHKOIOCIONAPCHKOTO 3eMIICKOPUCTYBAHHS Ta EKOHOMIKH
CUTBCHKOTO TOCTIONApCTBA YKpaiHM 3 ypaxyBaHHSAM pEHTHHTOBOI OLIHKH
IHBECTHLIIMHOT MPUBAOIUBOCTI aMiHICTPAaTUBHO-TEPUTOPIAILHAX OCOOIMBOCTEH
3eMENIbHUX ~ PeCypciB  Ta HampsMIB, HampaBIeHUX Ha CTUMYJIIOBaHHS
IHBECTHIIWHOT AisUTFHOCTI. B cTaTTI MpoBeieHO aHai3 Ta OCIIHKEHHS HATIPSAMIB
BUKOPUCTaHHS, TEHICHIIM pPO3BUTKY Ta MEXaHI3MIB IIATPUMKH JEep>KaBHOTO
CTHMYJIOBaHHS 1HBECTHUIIIIHOT MpUBAOIMBOCTI 3eMeNbHUX pecypciB. B mporeci
JOCTIDKEHHS PO3TITHYTO TEepeITiK 3aXO/iB, SKi MPHUCBIYCHI PO3BUTKY HAMPSIMIB
Ta MEXaHi3MIB MiATPHIMKH CTUMYNIOBAaHHS, sKi c(hOpMOBaHI 3a paxyHOK
IHBECTUIIIMHOI TMPHUBAOIMBOCTI, Xapakrepy IiX po3MoAlTy Ta e(eKTUBHOCTI
BUKOPUCTaHHS 3 YpPaxyBaHHSM €KOJIOroOe3NeyHuX TexHouorii. JlocimimKkeHo
LTl Ta 3aBJaHHA EKOJIOro-eKOHOMIYHOTO IPHPOJOKOPHCTYBAHHS 33 PaxyHOK
(hopMyBaHHS 1HBECTHUIIIITHOT MPUBAOINBOCTI 3eMEIBHO-PECYPCHOTO TOTCHIIATY
SK HayKOBOI MEPEAyMOBH PO3BHUTKY 3€MENFHUX BiTHOCHH B YKpaiHi. BucitieHo
MPIOPUTETHI Tamy3i €KOHOMIKH, 32 PaXyHOK SIKHX PO3KPUBAETHCSA IOTEHINial
NPUPOIOKOPUCTYBaHHS, 3€MEJIbHIX PECYpCIB Ta CTHMYIIOBaHHS 1HBECTHIIHHOT
npuBabnuBocTi. [IpoBeaeHo aHaii3 Ta OKpecieHo MpoliieMH 3eMeNTbHUX BiTHOCHH
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1 3eMIEKOPUCTYBaHHS, 3alPOIIOHOBAHO NUIAXM IX BHUpilIeHHA. BusHaueHo
Ta 3alpONOHOBAHO JEKiJIbKa CYTTEBUX MEXaHI3MIB MIATPUMKH JIEPKABHOTO
CTHMYITIOBaHHS IHBECTUIIHHOI MPUBAOINBOCTI. 3aPONIOHOBAHO MEPETIK 3aXO0/iB
JUISL €KOJIOr00e3NEeYHOr0 AMHAMIYHOTO PO3BUTKY PUHKOBHX 3€MENBHHUX BiTHOCHH
B YkpaiHi. Bu3Ha4eHO HAaIpsIMU pEeryIIIOBaHHS EKOJIOTIYHOTO 3eMIICKOPHCTYBAHHS,
AKi € OOHMMH 3 HaWOINBIN BaKIMBHX Ta HAWOUIBIN TO3UTHUBHHUX IUIATHOPM
PO3BHUTKY iHBECTHUIIIITHOT TPHBAOIUBOCTI PETiOHY.

Statement of the problem

The purpose of an investor’s activities is essentially
to ensure economic balance during its development and
functioning, its financial stability, as well as to provide the
most effective ways of implementing its own investment
strategy. For generations, economists have proven the
fact that the attractiveness of land resource potential for
investment contributes significantly to the initiation of
investment processes at the regional level in the conditions
of regulatory, managerial, and financial decentralization.
Ahigh level of investment attractiveness guarantees a stable
inflow of investments into the country, additional revenues
to the state budget, and the development and improvement
of the social environment in the country [14]. Scientifically
substantiated, attracting investments into the regional
economy is a key task in modern economic conditions. The
most rational way to solve it is to increase the investment
attractiveness of Ukraine’s regions for potential investors,
so the main task should be the optimization of regulatory,
financial, and managerial conditions for investment,
which determine the investor’s choice regarding a specific
investment object, which can be a city, region, country,
individual project, or corporation.

To create conditions for the development of rational
land use and the stimulation of investment attractiveness in
a region, country, or specific project, it is necessary to carry
out relevant natural-agricultural zoning. The goal of natural-
agricultural zoning is to identify specific regional units, which
are represented by natural-agricultural regions that determine
the directions of soil-forming processes. Depending on them,
zonal types of agricultural production are formed, which
constitute the natural-scientific basis aimed primarily at
implementing the state’s land relations policy.

In the search for an effective model of agricultural land
use and the agricultural economy in Ukraine, there are no
contradictions regarding their development’s particularly
important and strategic role for investments. However, the
flow of investment capital into the agricultural sector is
characterized by very low dynamics, despite the potential
of resources being significantly higher compared to the
potential of most European countries. Therefore, during
the limited investment resources period, investment
attractiveness of agricultural land use, as a category,
becomes the main criterion on the basis of which an
investment strategy and a mechanism for stimulating
investments by both the investor and the state’s investment
agricultural policy are formed. In this regard, the issue
of determining the rating assessment of the investment
attractiveness of administrative-territorial features of land
resources and stimulating investment activities becomes
particularly relevant.

Analysis of recent studies and publications

Land relations, land reform, the concept of an effective
model for the functioning of agricultural land use and
agriculture in Ukraine, as well as a wide range of issues
related to land resources, are significant subjects of
scientific discussions, research, and improvement among
scholars, land managers, and land users. The creation of
a land market is a strategic issue for Ukraine, which sparks
many debates among scientists and experts in the field of
land use. Among Ukrainian scientists, significant attention
to this issue is given by researchers such as D.S. Dobryak,
D.I. Babmindra, O.P. Kanash, I.A. Rozumny, and
AM. Tretyak. Through their works, they shed light
on various aspects, including land resources and their
utilization, the classification of agricultural lands as
a scientific prerequisite for their environmentally friendly
use, with a substantial focus on ecological research and the
classification of land resources.

This classification is primarily aimed at implementing
environmentally friendly land use systems, which, in
turn, serve as the foundation for rational, progressive, and
comprehensive land resource utilization. This will create
conditions for an investment-friendly climate.

Objectives of the article

The main objectives of the article are as follows:
to identify an effective model for the operation and
development of environmentally friendly agricultural
land use and the agricultural economy of Ukraine, taking
into account the rating assessment of the investment
attractiveness of administrative-territorial features of land
resources and directions aimed at stimulating investment
activities; to propose mechanisms and ways to support
state incentives for investment attractiveness and address
issues that require special attention.

The main material of the research

When you open the Land Code of Ukraine, the first
thing that catches your eye is the definition of the concept
of “land”: “Land is the primary national wealth under the
special protection of the state.” Firstly, land is the territory
of the state, delineated by borders from other states. All
lands within the territory of Ukraine, including islands
and lands occupied by water bodies, belong to Ukrainian
lands, which are categorized according to their primary
purposes [7]. A common characteristic of all lands is
that they serve as objects of social relations regulated
by land law norms. The value of land lies in its status as
a natural resource, and its protection creates favorable
conditions for the preservation of natural objects, forests,
water bodies, plant and animal life, subsoil resources, and

51



Financial Strategies of Innovative Economic Development. Ne 3 (59), 2023

atmospheric air. Land is a unique natural object because it
provides a conducive environment for the life of all living
organisms, including humans. The unique properties of
land testify to its exceptional value for human existence,
for the creation of society, and for the development of
the economy and economic relations as a whole. Being
a means of production and a means of creating conditions
for the development of society, both socially and
economically, land is used for locating and constructing
objects of social and economic purposes, for agricultural
production, and for the development and support of
the national economy. Considering the importance and
significance of land resources as a whole, the issue of
determining the rating assessment of the investment
attractiveness of administrative and territorial features of
land resources and the issue of determining the investment
attractiveness of environmentally friendly agricultural land
use are particularly relevant as a means of defining the
most promising capital attraction directions.

Today, Ukraine has a direct impact on the land market,
including agricultural land. Changes are taking place at
the state level. The Law on the Circulation of Agricultural
Land has been adopted, which, accordingly, brings changes
to the market for agricultural land.

The implementation of land reform has facilitated
the emergence of market mechanisms for regulating land
relations. The radical nature of these reforms has led to
a transformation of the entire system of land relations,
resulting in various issues, including reduced efficiency
in the use of agricultural land, decreased soil fertility,
disruption of scientifically-based agricultural systems, and
more. Consequently, questions related to state regulation
and mechanisms for the functioning of land relations and
environmentally friendly land use in agriculture have
become exceptionally relevant.

The state’s land policy is formulated in the sphere of
land market regulation, land use, land protection, land
management, maintaining a state land cadastre, land lease
payments, and monitoring and state control over land use
and protection. The land policy of the state, at any given
stage of its development, has been significantly influenced
by the overall socio-economic policy and directly depends
on the rules for the distribution and use of the land fund,
as well as incentives and constraints for development in
various sectors.

Currently, environmentally friendly agricultural land
use should be regarded as the cornerstone of societal
development and eco-economic nature management,
which is a guarantee for creating attractive conditions for
investment projects and is one of the key and substantial
factors in the development of rational land use. In
this regard, important directions for the regulation of
environmental land use should include contour-melioration
systems of organic land use, organizational measures,
the agro-technical complex for cultivating crops, forest
melioration measures, and a hydraulic-mechanical
complex for regulating surface runoff.

The regulation of property relations in the land
sector is necessary to create conditions for the rational
use of society’s primary resource — agricultural land
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for agricultural production in the interests of society. It
is essential to ensure that land is not depleted and that
ecological balance is maintained. The term of landowner’s
authority is theoretically unlimited, and the potential of
land may tend to increase.

We consider it necessary to establish an objective
mechanism for land relations that will establish certain rules
of conduct with regard to land, on land, and concerning
land. In the case of unsatisfactory conditions in this area, the
reasons should be sought in the actual land relations created;
also, inthe mechanism ofrights and responsibilities regarding
land ownership, use, and disposal, and consequently, in the
methods of implementing this mechanism. Land should not
become an ordinary commodity resource. Back in the early
20th century, the Russian Social Democratic Labour Party
(Bolsheviks), led by Lenin, believed that landownership,
regardless of its form (private, state, communal), should be
a national asset, a single state fund managed on behalf of
the state by various levels of Soviet authorities [12]. Land,
more than any other property, is relevant to the interests of
other territorial entities, land users, and lessees. Therefore,
land relations require special regulation. Considering the
basis for classifying the interests of property users, owners,
hired workers, and society as a whole, methods of property
relations regulation can be divided into legal, economic,
and administrative.

The improvement of the mechanisms of state regulation
of land relations in Ukraine should be based on adjusting
the state’s agrarian policy and further developing the legal
framework at the state and municipal levels. This will
facilitate its implementation and the creation of an appropriate
organizational mechanism with its inherent infrastructure
for implementing land relations development policies.

While enhancing legal methods, we deem it necessary
to create conditions to satisfy the rational personal interests
of all participants in the production process: business
owners, direct managers of these businesses, lessees, and
other users, directing them towards activities beneficial to
both society and ecological balance.

It is also worth noting that land legislation and the
regulation of land relations, aimed at ensuring the right to
land for citizens, legal entities, territorial communities, and
the state, as well as the rational use and protection of land,
are among the most critical issues for regulating the market
of agricultural land use [13].

We believe that the creation of sectors of the economy
specializing in the utilization of accumulated waste
and economically and ecologically regulating harmful
emissions is significant and incredibly important.

Regarding the sustainable development of rational land use
and the stimulation of investment activities, an important step
is the implementation and utilization of certain mechanisms of
state incentives. Firstly, this includes tax incentives. It directs
investments towards priority sectors of the national economy
and stimulates investment activities of economic entities.
This is achieved through: reducing tax rates or tax bases; tax
exemptions; eliminating taxes on reinvestment; introducing
tax credits; implementing differentiated tax rates. Secondly,
it involves financial and credit incentives. It involves
expanding budget financing and enhancing the availability
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and demand for credit resources. This is implemented
through: allocating targeted state loans; providing state loans;
accelerated depreciation; offering preferential and interest-
free loans; establishing state off-budget investment funds.
Thirdly, it encompasses the stimulation of investment project
implementation. This mechanism ensures the realization
of the state’s economic and social development goals,
enhances the technical level of production and specialists, and
contributes to the competitiveness of national production. It is
implemented through supporting the technical and economic
justification of projects, providing targeted funding for
research and project design work, and assisting investors in
resolving issues or disputes.

The mechanisms of stimulation and utilization of land
resources in Ukraine as part of the resource potential
indicate the need for the concentration of resources and the
implementation of measures to stimulate an investment-
friendly climate in the present and near future.
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Conclusions

For the effective and efficient model of agricultural
land use and the development of Ukraine’s national
agricultural economy, there exists an objective mechanism
that encompasses various directions formed in the sphere
of land relations, including environmentally safe land use,
land protection, land monitoring, and state control over
land use and protection.

In the context of reforming Ukraine’s eco-economic
system and stimulating investment activities, land
resources, as the basis of any economic system, have
been and remain the fundamental and reliable resource
for shaping and improving the economic situation that
exists in the country today. The efficient utilization of
land resources and the enhancement of land relations are
a priority direction for the socio-economic development of
Ukraine and for stimulating investment attractiveness.
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The article examines the theoretical and practical aspects of globalization and the
impact of artificial intelligence on the economy and business. Researching the
impact of globalization, technology, and artificial intelligence on the economy is
a hot topic that is attracting significant interest among countries and companies.
This research makes it possible to understand the current trends in the development
of the world economy, predict its future changes and develop strategies that will
help companies and countries use new opportunities and reduce possible risks.
Today, artificial intelligence has a great impact on various fields of activity, in
particular on business and the economy, which has global consequences, therefore,
conducting research in this field is of great importance. The modern world is
covered by the process of globalization, dynamic changes in technology and the
development of the Internet, it needs a tool for the development of business and
economy, for this it is possible to use artificial intelligence. The implementation
of artificial intelligence opens up new opportunities for companies, such as
automation, data analytics, personalization of services, development of innovative
products and improvement of management. However, at the same time, it brings
new challenges. Researching the impact of globalization, technology, and artificial
intelligence on the economy is an important tool for developing strategies and
solving problems affecting the economy and society as a whole.
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Yxpaina, 69600, m. 3anopigicocs, eyn. Kykoscvkozo, 66

Kuarwouogi ciioBa:
I00ai3alis, MTYYHUH 1HTEIEKT,
0i3Hec, eKOHOMIiKa, aBTOMAaTH3aIisg

VY crarTi po3nISHYTO TEOPETHYHI Ta MPAKTHYHI acleKTH riobai3allil Ta BIUIUB
HITYYHOTO IHTEJIEKTY Ha €eKOHOMIKY Ta OizHec. JlocimikeHHs BIUIMBY Tito0aizarii,
TEXHOJIOTIH Ta MITYYHOTO IHTEJIEKTY Ha €KOHOMIKY € aKTyaJIbHOIO TEMOIO, SKa
BUKJIMKA€E 3HAYHUI iHTEpeC cepel KpalH Ta kommaHii. Lle nociipkeHHs 103BoIIsE
3pO3YMITH CydYacHI TEHACHIi PO3BHTKY CBITOBOi EKOHOMIKH, IPOTHO3YBaTH
il MaifOyTHI 3MiHH Ta pO3pOOIATH CTpaTerii, AKi JOMOMOXYThH IiIIPUEMCTBAM
Ta KpaiHaM BHKOPUCTOBYBAaTH HOBI MOXJIMBOCTI Ta 3MEHIIYBAaTH MOXJIHBI
pu3uky. Ha ChOTOMHINIHINA JIeHb IUTYYHUH 1HTENEKT CHpaBIISE BEIUKUI BIUTUB
Ha pi3Hi cdepu OisUTBHOCTI, 30KpeMa Ha Oi3Hec Ta €KOHOMIKY, 1110 Ma€ II00aJbHi
HACJIIKA, TOMY IPOBEICHHSA TOCIIIPKEHHS B JaHIA ramy3i HaOyBae BEIHKOTO
3HaueHHs. CydacHUH CBIT OXOIUICHHH IpolecoM Tiodamizamii, JHHAMIYHIMH
3MiHAMH TEXHOJOTIH Ta PO3BUTKOM IHTEpHETY, MOTpeOye IHCTPYMEHTY I
PO3BUTKY Oi3HECY Ta SKOHOMIKH, ISl [IbOI'0 MOXJIMBO BUKOPHCTAHHS IITYYHOTO
iHTeeKTy. BripoBa/keHHsI INTYYHOTO IHTEJIEKTY BIIKPUBAE HOBI MOXKIIMBOCTI JUIS
KOMIIaHI# HAIPUKJIa]l, aBTOMATH3AIlis, aHATITHKA JaHUX, ICPCOHATI3aIis TOCIIYT,
po3poOKka iHHOBamiHHMX MNPOAYKTIB Ta BIOCKOHAJICHHS ynpaBiiHHA. OpmHak,
BOJTHOYAC I1€ Hece i MOSBY HOBHX BHKJIHKIB. JloCIimkeHHsS BIUTUBY TII00aizaii,
TEXHOJIOTIH Ta INTYYHOTO iHTENEKTy Ha €KOHOMIKY € Ba)KIMBHM IHCTPYMEHTOM
JUTSL PO3BUTKY CTpATEriil Ta BUPINICHHS MPOOJIEM, 110 CTOCYIOTHCS EKOHOMIKH Ta
CYCHIJIBCTBA B IILJIOMY.

54



Financial Strategies of Innovative Economic Development. Ne 3 (59), 2023

Formulation of the problem

In recent years, a number of global trends have been
observed that shape the modern economic environment,
including: digital transformation, technologies, artificial
intelligence, an increase in the amount of data and the
number of Internet users. Technology and artificial
intelligence are bringing significant changes to the field of
work and the labor market. The introduction of artificial
intelligence can lead to the automation of jobs, which will
cause the disappearance of certain professions, which in
turn will give rise to the problem of unemployment and
the need to retrain the workforce. This leads to the need
to find new forms of work, reskilling workers and social
protection for those who lose their jobs due to automation.
Moreover, with the use of artificial intelligence comes
the problem of privacy protection and the possibility of
program abuse. Therefore, companies must establish
standards and rules for the use of artificial intelligence.
Unequal access to artificial intelligence, for example for
less developed countries and population groups, can lead
to a widening gap between countries and social groups.
The general problem is to ensure fair and cost-effective
use of artificial intelligence in business and economy in the
conditions of globalization.

Analysis of recent research and publications

Research on artificial intelligence receives attention
from both domestic and international scholars and
practitioners, such as O.I. Pizhuk [3], O.L. Yershova,
L.I. Bazhan [2], D. Acemoglu, P. Restrepo [10]. In their
works, they considered the role of artificial intelligence
in the process of digital transformation of the economy.
They study the impact of artificial intelligence on the
labor market and changes in job requirements due to the
use of new technologies and robots. They emphasize the
potential of artificial intelligence to improve the efficiency
of business processes, including automation, optimization
of decision-making and increased productivity. Scientists
also consider the impact of artificial intelligence on the
competitive advantage of enterprises and opportunities
for creating new business models. They pay attention
to issues of transparency and responsibility when using
artificial intelligence algorithms, especially in relation to
decision-making and the preservation of personal data.
Their research highlights the role of artificial intelligence
in business and innovation implementation, the potential
for using artificial intelligence to improve customer
experience, develop new products and services, and
forecast and analyze market trends.

Objectives of the article

The purpose of the article is to investigatethe
relationship between globalization and global trends,
as well as their impact on the economy and business,
identify potential challenges and prospects associated
with the implementation of new technologies and artificial
intelligence. The main goals of the article are to reveal the
potential of artificial intelligence to support business and
increase efficiency in the context of globalization, identify
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key challenges related to the use of artificial intelligence,
such as employment, social impact and the creation of new
opportunities for enterprises.

Presenting main material

In recent decades, due to globalization, the world
has become more interconnected and integrated.
The strengthening of international connection, the
exchange of goods, services and information affected
the interdependence of the economies of countries and
people. Technologies and artificial intelligence, due to
the possibility of automation and data analysis, improve
the functioning of various sectors and offer new ways to
achieve efficiency.

Artificial intelligence (Al) is a broad term that refers
to computer systems capable of performing tasks that
normally require human intelligence, such as visual
perception, speech recognition, decision making, and
translation between languages [1].

Technologies and artificial intelligence are significantly
changing the state of the economy and the way people
live. Technologies speed up and facilitate business
processes, reduce production costs, increase productivity
and quality of work, which leads to economic growth and
development. With the development of technologies and
artificial intelligence, new opportunities appear, new types
of professions and jobs are created.

According to a PwC report [7], there is a possibility that
in the UK from 2017 to 2037 about seven million existing
jobs may be displaced by artificial intelligence, but at the
same time about 7,2 million new jobs will be created, the
number of jobs in the UK will increase by 0,2 million.

However, the implementation of technology and
artificial intelligence also has negative consequences for
people, as automation can replace jobs that were previously
done by humans with robots and software programs. At the
same time, it can have significant economic consequences,
in particular, a reduced employment and increase
inequality between different population groups. Therefore,
it is important that the development of technologies is
accompanied by social and economic measures to ensure
sustainable economic growth and social stability.

According to forecasts by Zippia [8] it is expected that
in the United States by 2030, approximately 73 million jobs,
which is about 46 % of current jobs. Industrial sectors are
expected to be the most affected, with the manufacturing
sector alone expected to lose up to 20 million jobs.

Therefore, due to the impact of artificial intelligence,
jobs are disappearing, but at the same time new ones are
being created. The main difference is that low-skilled jobs
are disappearing and skilled jobs are increasing instead.

Increasing labor productivity by organizations through
the use of artificial intelligence and technologies that
automate most processes and tasks will contribute to the
growth of GDP.

According to the global artificial intelligence study
by PwC [5], artificial intelligence is expected to bring
about 15.7 trillion dollars to the global economy by 2030,
which is more than the current output of China and India
combined. Of this amount 6.6 trillion dollars will come
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from productivity gains, and the other 9.1 trillion dollars
from consumption side effects.

According to the analysis conducted by PwC (table 1),
GDP growth is monitored, which is associated with
increased productivity. There will be a significant increase
in GDP in China by 26.1% and in North America by
14.5%, accounting for approximately 70% of the global
impact. One of the main reasons for their leadership is that
these countries have high technological readiness, which
will contribute to enhanced productivity.

In the territory of the entire United Kingdom of Great
Britain and Northern Ireland, the influence of artificial
intelligence is expected to reach at least 5% of GDP
England, Scotland, and Wales have stronger trade ties with
Europe and the rest of the world. The implementation of
artificial intelligence in trade is likely to increase GDP
growth in these countries (table 2).

Companies are forced to perform many operations
and tasks every day. Artificial intelligence enables the
automation of business operations in various industries,
speeding up and facilitating the work process, allowing
workers to focus on more important tasks. For example,
the use of chatbots in customer service can help reduce
the time previously spent on manually typing an answer
to each customer, and allow specialists to concentrate
on more complex cases. The use of artificial intelligence
will also help companies minimize human errors,
ensuring accuracy.

According to a study by Harvard Business Review [9],
companies that started using artificial intelligence in sales,
as a result, received an increase in the number of potential
customers by more than 50%, reduced costs by 40—60%
and reduced call time by 60—70 %. Companies aiming to be
leaders in world markets, stay ahead of their competitors
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and achieve significantly higher profits, have already
started using it in their activities.

As Al becomes increasingly popular in government
agencies and sectors, it is important for them to consider
the potential impact of Al for cybersecurity compliance.
By taking steps to ensure the security, interoperability
and ethics of their Al systems, agencies can help protect
their systems and data from attackers. Governments and
companies must take active to guarantee that employees
are not left jobless after technological progress, and
to ensure the security of their systems and data from
cyber threats.

Conclusions

Therefore, studying the impact of globalization,
technology and artificial intelligence on the economy is
highly relevant and important, as it provides an opportunity
to investigate and timely understand the current trends in
global economic development, predict future changes,
as well as to develop strategies that help business and
countries use new opportunities and reduce the emergence
of new risks.

With the emergence of technology and artificial
intelligence in the world, new prospects for the development
of various industries, startups, business ideas and new jobs
are rapidly arising. However, in addition to economic
benefits, technology can also lead to significant disruptions
for workers, companies and the economy, particularly in
terms of labor market costs, especially for workers left
behind by new technologies and artificial intelligence.

Thedevelopmentoftechnology andartificial intelligence
is important for the global economy, but its positive or
negative impact will depend only on how countries and
companies use it and other influencing factors.

Table 1 — Impact of artificial intelligence (Al) on gross domestic product (GDP) worldwide in 2030, by region

Region GDP growth due to Al in % GDP gl‘oi:;vttl;i;ll;loentsooz;r[tjl;i c(;iillal;tselllgence
China 26.1 7

North America 14.5 3.7
Southern Europe 11.5 0.7
Developed Asia 10.4 0.9
Northern Europe 9.9 1.8
Latin America 54 0.5
The rest of the world 5.6 1.2

Source: compiled by the author based on [5]

Table 2 — GDP Growth amid Artificial Intelligence (AI) Implementation in 2030,

by regions of the United Kingdom of Great Britain and Northern Ireland

Region GDP growth due to Al in % GDP growth que (0 axfifiial inelligence
England 10,6 204,5
Scotland 8,4 16,7
Wales 9,8 79
Northern Ireland 5,4 2,6

Source: compiled by the author based on [11]
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This article considers the prospects of economic relations between Great Britain
and Ukraine in the agricultural area. Both countries have significant potential in
this field, which creates unique opportunities for cooperation and development.
Ukraine, which is one of the leading producers of grain, oil and other agricultural
products, is one of the guarantee givers of food security in the world. On the other
hand, Great Britain has a great demand for quality organic products, what Ukraine
can use to expand the export range of agricultural production. Cooperation between
two countries may involve the exchange of technologies, the expansion of sales
markets and joint projects in the cultivation of organic products. However, in order
to achieve success, it is important to develop infrastructure, bring production in
line with international quality and safety standards, as well as intensify business
contacts and facilitate the exchange of information between agricultural enterprises
of both countries. Taking into account the potential and advantages, agricultural
cooperation between Great Britain and Ukraine can contribute to sustainable
economic development and ensuring food security.

CTAH TA IIEPCIHEKTHUBHU PO3BUTKY EKOHOMIYHHUX BIITHOCHUH
MIK YKPATHOIO TA AHIIIEIO B ATPOCEKTOPI

Kymnip C.O., Kicenxo O.A.
3anopizbkuii HAYiOHANILHUL YHi6epcUumem

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

Koarouosi ciioBa:

arpocexTop,
CLITBCHKOTOCTIOapPCHKE
BUPOOHHUIITBO,

MEPCICKTHBH CIIBIIPAIL,
MPOIOBOJTbYA Oe3IeKa,

OpraHiyHa MPOAYKIIisl, TEXHOJIOTII,
IHHOBAIIi1, EKOHOMIYHHAN PO3BUTOK

s crarTs po3mIsjaEe MEpPCIEKTHBU E€KOHOMIYHHMX BIZHOCHH MK AHINED Ta
YKpaiHOIO y CLITBCHKOTOCHOAAPCHKOMY HarpsaMKy. OOnIBI KpaiHi MatOTh 3HAYHUH
TIOTEHIiaN y Milf Tamy3i, o CTBOPIOE yHiKanLHi MOYUIUBOCTI IS cniBHpaui Ta
PO3BHTKY. YKpaiHa, sIka € OXHMM 3 IPOBIIHHX BI/IpO6HI/IK1B 3epHa, ofii Ta iHmMX
CIHLCLKOFOCHOJ:[apCBKI/IX NPOAYKTIB, € OJHUM 3 FapaHTlB NPOOBONBYOT Oe3MeKu
cBiTy. 3 iHIIOr0 OOKY, AHIUIISI Ma€ BEJTMKHMH NOMKT Ha SIKICHI ITPOYKTH OPTaHIYHOTO
BUPOOHMIITBA, MO0 YKpaiHa MOXKE BHUKOPUCTATH MUl PO3MIMPEHHS EKCIIOPTY
ACOPTHMEHTY NPOAYKILii Ciibcbkoro rocromapcrTBa. CmiBHparst MiK KpaiHamu
MOXKEe BKJTIOYaTH OOMIH TEXHOIIOTiSIMH, PO3IIMPEHHS PHUHKIB 30yTy Ta CILIBbHI
MIPOEKTH y BUPOIITYBaHHI OpraHiqHO] mponykuii. OmHaK, I JOCATHEHHS ycnixy,
BAKJIMBO PO3BUBATU 1H(1)paCprKTypy, MPUBOJIMTH BUPOOHHIITBO Y BiIMOBIAHICTD
JI0 MDKHapOJHUX CTaHJAPTIB SIKOCTI Ta OE3MEKH, a TaKOK aKTHBI3yBaTH JiIOBI
KOHTaKTH Ta CHpUATH OOMIHY iH(OpMaLi€l0 MiX CUIBCHKOIOCIIOAapCHKUMHU
mignpueMcTBaMu 000X  KpalH. BpaxoByrodd IOTEHLiad Ta IepeBary,
CHiBpOOITHUIITBO arpocdepi Mixk AHITIIEI0 Ta YKPaiHOIO MOXKE CITPHUATH CTIHKOMY
€KOHOMIYHOMY PO3BHUTKY Ta 3a0€3MEUCHHIO IPOOBOIEI0I OE3MEKH.

The problem statement
in the article includes the following aspects

Today, Ukraine finds itself in deep water because of
the armed hostilities, and is forced to function, accepting
challenges and overcoming obstacles. Great Britain became
one of the reliable partners of Ukraine, which was one of
the first to reach out for help, and for the second consecutive
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year continues to establish mutual cooperation in various
areas, including military, political, and economic ones. In
the conditions of a rapidly changing world and increased
globalization, economic relations are becoming a key factor
for the development of countries. In the future, cooperation
between Great Britain and Ukraine in the agricultural sector
may be of crucial importance, as the development of the



Financial Strategies of Innovative Economic Development. Ne 3 (59), 2023

partnership will ensure a sustainable supply of high-quality
and ecologically clean agricultural products for consumers,
ensure food security and contribute to the sustainable
economic growth of both countries. For this purpose, Ukraine
should outline the most appropriate areas of cooperation and
problematic issues that need to be resolved.

Analysis of the latest research

Prospects of bilateral economic relations between
Ukraine and Great Britain are highlighted in the works
of many domestic and foreign scientists, including
M. Bilousov, O. Honcharov, A. Hrubinko, P. Ihnatev,
V. Krushinskyi, V. Maiko, O. Sahaidak, P. Sardachuk,
N. Yakovenko. Although the contribution of these scientists
to the study of the economic relations of these countries in
the agricultural sector is quite significant, the active pace
of economic development requires constant changes and
improvements, which determines the relevance of the study.

The purpose of the article is to identify potential
opportunities for cooperation between Great Britain and
Ukraine in the agricultural sector, including the exchange
of technologies, scientific research in the area of organic
production, fertilizer production, expansion of sales
markets, implementation of joint projects and identification
of problems that may arise in economic relations
between the countries in agricultural industry, including
infrastructural and logistical issues, provision of equipment
and innovative technologies, production and application
of modern fertilizers, compliance with quality standards,
storage of raw materials and products, and other factors.

Main material statement. In today’s world, where
economic relations between countries are a key factor
in ensuring sustainable development, it is important to
monitor and explore new opportunities for cooperation
between countries. One of the promising areas of
cooperation between Great Britain and Ukraine is the
agricultural sector. Both countries have significant potential
in this field, and the development of economic relations in
the area of agricultural production can result in mutually
beneficial outcomes for both parties.

Ukraine has significant agricultural potential based on
rich natural resources, fertile soils and a favourable climate.
The country is one of the leading producers of grain crops,
corn, sunflower, oil, oilseed meal, soybeans, rapeseed and
other agricultural products. Additionally, Ukraine can
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become a leading producer of organic products, which is
becoming more and more popular on the world market.

The armed hostilities in Ukraine has created a threat
to the food security of the world, as the real areas under
sowing have decreased by about a quarter, since the armed
hostilities zone covers almost 20 % of the country territory,
a third of Ukraine is mined (more than 5 million hectares
of agricultural land), which will take decades to clear, and
the land, which was damaged by trenches, shells, and the
military equipment traffic, needs reclamation. It should
be noted that as a result of hostilities, 53 % of agricultural
machinery, 23% of manufactured products, 15% of
granaries, 6 % of perennial crops were destroyed, the total
amount of losses previously as of July 19, 2023 amounted
to 8.7 billion US dollars and continues to grow [1].

Furthermore, the consequences of the explosion of the
Kakhovskaia HPP are the loss of 92 % of irrigation systems
in the Kherson region, hundreds of farms were affected, the
Zaporizhzhia region lost about 70% of the systems, and
a certain part of other regions on the border with the Kherson
region. This will have consequences not only for farmers,
but also for the country’s overall export potential [3].

Today, despite the armed hostilities and limited export
opportunities, Ukraine remains a reliable partner and supplier
of agricultural products to the world market (Fig. 1).

As can be seen from the data in Fig. 1, the volume of
exports in 2022 decreased by almost 13 % compared to the
previous year, as the armed hostilities caused heavy losses
to the crop husbandry sector (14.3 billion US dollars).
Thuswise, the losses amounted to: 39 % of the wheat crop,
17% of sunflower, 12% of corn, 8% of barley, 3% of
berries and fruits, 21 % of other plants. Livestock losses
($1.7 billion) included: 48% dairy, 20% egg production,
17% poultry, 9% swine, 4% cattle, 2% all other. The
decrease in exports is directly related to the armed hostilities,
taking into account the gradually increasing trends observed
in recent years and preliminary forecasts for 2022. However,
even under the conditions prevailing in Ukraine today, the
state is trying to develop a plan and ways to implement it
to restore the export potential of the agricultural sector and
maintain the status of a supplier of food to world markets.

According to the results of the 2022-2023 season,
corn and wheat continued to be the main export items,
sunflower oil ranks the second, and oil meal and related
products rank third.

30
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Fig. 1 — Export volume of agricultural products of Ukraine for the period 2017-2022, billion USA dollars
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As shown in Figure 2, the leading sector of the economy
in Great Britain is the service sector (74.5 %), the industrial
sector takes (18.6%), other sectors take (5.9%) and the
agricultural sector takes (1%). Although the agricultural
sector occupies the smallest share of Great Britain’s GDP,
this does not prevent it from satisfying about 2/3 of the
country’s internal food needs and occupying 71% of its
total area. Great Britain is engaged in the active production
of a wide range of agricultural products, including cereals
(the main cereals are wheat and barley), oil crops (rapeseed),
industrial crops (sugar beet), vegetables, fruits, etc. Thus,
the turnover of crop production in 2021 amounted to
11 billion pounds. In turn, livestock turnover in 2021 was
16.3 billion pounds, including beef, pork, lamb, poultry,
dairy products and eggs. Separately, promising subsectors
of food processing (healthy food, staple foods, snacks),
dried and processed fruits (cranberries, dried cherries,
prunes, raisins, wild berries), nuts (almonds, peanuts,
pecans, pistachios, walnuts) are also developing in Great
Britain), fish and seafood (cod, pollock, salmon, other
fish products), fresh kinds of fruit and vegetables (apples,
grapefruits, sweet potatoes, table grapes), meat (hormone-
free beef and pork products), food ingredients (any product
used for further processing), pellets and other waste/
residues (for renewable fuels) [4].

405 3%
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In 2021, Great Britain imported $78.2 billion worth of
agricultural and related goods, and exported — $31.9 billion,
which is less than half of the value of imports. It should
be noted that the largest share of export and import of
consumer-oriented goods (Fig. 3) includes: fresh fruit,
products of animal origin, dairy products, distilled alcohol,
wine, bakery products, fresh and processed vegetables
etc. [5] Agricultural products include forest products,
seafood and other related products. Semi-finished products
include soy products and oil meal, other vegetable and
essential oils, fodder, etc. Powder foods include corn,
rice, and other coarse grains. This state of trade shows
that historically the European Union has been the largest
trading partner of Great Britain, but the official exit of the
United Kingdom from the single European market, known
as «Brexity», has affected the dynamics of trade, because of
which the country seeks to diversify its trading partners.
For this, the country plans to attract new trade partners
not only due to its diverse production and product quality,
but mainly due to its active implementation of modern
technologies and innovations, such as automated control
systems, data analysis and unmanned aerial vehicles to
increase the efficiency and sustainability of production.

Links between Great Britain and Ukraine in agriculture
has begun to develop in the last decade. Ukraine has

= Cereal crops
= Sunflower oil

Other oils and fat=

Seed:z and yield of oil plant=
s Meat and meat products

s Other

Fig. 2 — Sectors of Great Britain economy in relation to the share of GDP as of 2021
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Import of agricultural products
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Fig. 3 — Volumes of agricultural exports and imports of Great Britain in 2021
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become an important supplier of grain and oil, and trade
volumes in this area continue to grow. On October 8§,
2020, the Agreement on Political Cooperation, Free
Trade and Strategic Partnership between Ukraine and
Great Britain was signed, which entered into force on
January 1, 2021. It is also worth noting the great role of
the bilateral Agreement No. 1 signed on May 4, 2022 on
amendments to the aforementioned Agreement in the form
of an exchange of letters between the United Kingdom of
Great Britain and Northern Ireland and Ukraine regarding
the announcement of the cancellation of import duties and
tariff quotas for Ukrainian goods in order to support the
economy of Ukraine. This additional Agreement made it
possible for Great Britain to remain Ukraine’s 11th-largest
trading partner among European countries with a share of
3.5% of total trade with European countries [5].

Also, thanks to this decision, Ukraine will be able to
further increase exports of goods traditionally imported
to the Great Britain’s market, including flour, grain, dairy
products, oil, honey, corn, wheat, etc. [6].

The consolidated efforts and cooperation in the
agricultural sector of both countries will significantly affect
the food security of not only Great Britain and Ukraine,
but also the whole world, will contribute to sustainable
economic growth and the development of innovations
in agriculture.

Let’s consider the most advantageous ways of
cooperation between Great Britain and Ukraine in the
agricultural sector. Cooperation in the area of exchange of
innovative technologies, samples of equipment and know-
how should be one, currently powerful area. Specifically,
Great Britain is distinguished by the development of
agricultural sciences and innovative approaches to
production, and Ukraine, in turn, can share the experience
of growing large volumes of grain and other products.
Taking into account the expediency of reorienting part of
Ukraine’s raw export operations to the export of finished
products, the exchange of knowledge and technologies
can contribute to increasing the productivity and quality of
agricultural production in both countries, expanding sales
markets, increasing export potential and creating new jobs.
Optimal use of the agricultural potential of both countries,
joint initiatives in the field of research and innovation,
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as well as the development of trade relations can ensure
a sustainable and mutually beneficial partnership.

So, for example, thanks to Great Britain, Ukraine
could introduce an innovative technology — unmanned
aerial vehicle operation. Unmanned agricultural machinery
(drones) has been actively used in Great Britain since 2017
and is used at all stages of crop cultivation: when planting,
applying fertilizers and harvesting. Drones are equipped
with cameras, lasers and GPS systems. This allows the
equipment to navigate in space and carry out work without
human intervention. The state of the field is also monitored
using drones. UAVs are used for soil sampling and crop
condition analysis. Special sensors are used for monitoring,
and automatic systems are installed for spraying plants. The
introduction of such technology in Ukraine is quite real,
since companies specializing in UAVs for military purposes,
in turn, will be able to adapt production for agricultural
ones in the future. In addition, such an innovation will be
extremely useful in the post-war period for determining the
level of soil contamination and safe sowing.

Another cooperation opening is the development
of joint projects in organic production. In respect of the
growing demand for organic products Ukraine has the
potential to become an important supplier of organic
agricultural products. This is confirmed by the statistical
indicators of the export of organic products for 2022, when
Ukraine, even during the armed hostilities, was able to sell
organic products to European countries in a total volume
of 245 thousand tons for $219 million, which in turn
demonstrates a high level of European demand (Fig. 4).

As for separate cooperation between Ukraine and
Great Britain in the organic sector, certain steps are
being observed that will contribute to the establishment
of trade, namely the certification of organic products in
accordance with the standards of organic certification of
the EU and Great Britain. This, in turn, will help ensure
the trust of buyers and compliance with the requirements
of the importing country. Furthermore, in the near future,
a commission will begin operating in Ukraine that will
specialize in the study of market trends and consumer
preferences in Great Britain, which will allow to adapt the
production of organic products and the marketing strategy
to the conditions of the local market.

® Corn
® Soybeans
! Wheat
Sunflower oil
® Sunflower oil cake
# Sunflower
= Frozen blueberry

® Other production

Fig. 4 — Export of organic products from Ukraine to Europe, 2022
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However, achieving success in economic relations in
the agricultural sector between Great Britain and Ukraine
also depends on the resolution of several problematic
issues, including:

1. Infrastructure and logistics: challenges associated
with the transport of agricultural products between Great
Britain and Ukraine, including the limited availability
of efficient transport networks and high delivery costs.
Solving the logistics issue is aimed at reducing delivery
costs and increasing the competitiveness of products.
Ukraine is already looking for reliable logistics companies
that specialize in international transportation and have
experience working between Ukraine and Great Britain,
which will ensure efficient and reliable delivery of cargo.
Additionally, Great Britain is trying to optimize delivery
routes in order to reduce the time and costs of transporting
goods from Ukraine.

2. Compliance with quality and safety standards:
problems related to the requirements of international
standards of quality and safety of products, which may
affect the export of agricultural goods from Ukraine to
Great Britain. In order to enter foreign markets and gain
the trust of foreign consumers, the purpose of the state is
to clarify and help manufacturers, especially small and
medium-sized businesses, in reformatting business and
certification by supporting, not suppressing, business.

3. Lack of business contacts: lack of developed business
connections and partnership relations between agricultural
enterprises of both countries, which can complicate
cooperation and exchange of information. State support and
assistance to the mutual exchange of information between
agricultural enterprises, associations and organizations
of both countries through joint events, training, regional
conferences, fairs, etc., which will allow to expand partner
networks and establish long-term partnership relations,
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promote the development of production and increase its
efficiency.

Great Britain is one of the reliable partners of Ukraine
in various areas, therefore, through active cooperation and
mutual trust, it is possible to achieve mutually beneficial
outcomes and create a strong partnership in the agricultural
sector between the countries.

Article conclusion

In the conclusion based on the results of the analysed
material, it can be noted that there are many opportunities
for cooperation in the agricultural sector between Great
Britain and Ukraine. As the armed hostilities showed that
the world is interested in and dependent on Ukrainian
agricultural products. Therefore, the world community
and international partners are maximally interested in
supporting Ukrainian agricultural industry financially,
allocating considerable funds to support Ukrainian
agricultural production, providing benefits and attracting
experts. At the same time, Ukraine has opportunities to
increase exports, in particular of popular organic products,
to borrow foreign experience in innovative technologies
and equipment. Also, you should always remember that
a crisis is the best time to invest, regardless of the political
situation and all possible world events. The low cost of
assets and a wide selection of investment instruments make
the agricultural sector very attractive for a private investor.
Also, the reforms regarding the opening of the land market
are aimed, first of all, at attracting new investments,
financing long-term projects, such as horticulture or land
reclamation, and the development of modern technologies
and infrastructure. In addition to the obvious financial
benefits, investments in the agricultural sector of Ukraine
are an important contribution to supporting not only the
Ukrainian economy, but also global food security.
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The world economy changes its architecture. These changes are caused by the
global technology revolution, which is associated with innovation processes. They
cover a wide range of innovations: from the creation of decentralized systems
based on trust (the blockchain) to open integrations of artificial intelligence
(open Al ecosystem). Such processes configure new features of global markets
and, more to the point, new players in these markets. Consequently, the most
important task for Ukrainian business is to define clear development priorities
related to innovations. This article examines the place of the Ukrainian economy
in innovative global processes, identifies the main problems of entrepreneurship
development under war conditions, and outlines priorities on the way to innovative
reconstruction. An analysis of global innovation trends against the background of
modern challenges was carried out on the basis of the Global Innovation Index
(GII) for 2022, and the place of Ukraine in these processes was determined. The
relationship between innovative contributions and innovative results is shown.
The general entrepreneurial potential of Ukraine was determined, inclusive of the
background of the russian war. It has been analyzed why the labor potential, which
lost its place of work in connection with the armed hostilities of the aggressor, did
not drift into the entrepreneurial private sector and did not join the ranks of the
self-employed population. The innovative attitudes of Ukrainian entrepreneurship
were analyzed and the industries that do not invest in technological innovation
of production were identified. Arguments are presented why innovation can be
the key to getting out of the crisis and a way to increase the competitiveness of
enterprises in the domestic market, as well as promotion to foreign markets.

HIAIMPUEMCTBA B YMOBAX BIMCBKOBOI ATPECIi POCIHCBKOI ®EJTEPAIIIT

®enopos I.J., Ayrienko H.O.
3anopizbkuii HAYIOHANLHUL YHigepcumem

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

KuouoBi ciioBa:

arpecis, BiliHa, TJI00ATbHI PUHKH,
CBITOBa €KOHOMIKa, BIHOBICHHS,
IHHOBAIII1, i AMPUEMHUIITBO,
KOHKYPEHTOCIIPOMOXKHICTB,
pedopmu, cTparterist pO3BHTKY

CBiTOBa €KOHOMIKa 3MiHIOE CBOIO apXiTeKTypy. L{i 3MiHM BUKIHKaHI TII00aIHHOIO
TEXHOJIOTTYHOIO PEBOITIOIIIEI0, KA TIOB’ A3aHa 3 IHHOBAIIMHIMH TIpoliecaMu. Boru
OXOIUTIOIOTh HIMPOKHI CIEKTP 1HHOBAIi: BiJ CTBOPEHHS JELEHTPaIi30BaHUX
CHCTEM, 3aCHOBaHUX Ha JOBIipi (OJIOKYEIiH), 10 BIAKPUTUX IHTETpPALii MTyYHOTO
inTenekTy (Bimkpura exocumcrema III). Taki mpomecu (OpMyIOTh HOBI pHCH
mI00aNPHUX PUHKIB 1, 0 BaXKIUBIIIE, HOBUX TPaBIB Ha IUX puHKaX. OTKe,
HaWBaXJIMBIIINM 3aBIAaHHSAM Ui YKpaiHCBKOTO Oi3HECY € BHU3HAYCHHS UiTKUX
MPIOPUTETIB PO3BUTKY, IOB’S3aHUX 3 IHHOBAmisIMU. Y I CTaTTi IOCIHIIKEHO
Miclle yKpalHChKOI €KOHOMIKHM B iHHOBAL[IIfHUX CBITOBHX IpOIECaX, BU3HAYECHO
OCHOBHI NpOOJIEMH PO3BUTKY MiANPUEMHHUIITBA B YMOBaxX BIHHHM Ta OKPECICHO
MIPIOPUTETH Ha LUISAXY 1O IHHOBaliiHOI pekoHCTpyKuii. Ha ocHoBi I'mobansHorO
inHoBauiitHoro inaekcy (GII)3a 2022 pik mpoBeneHo aHali3 CBITOBUX IHHOBALlI THAX
TEHJCHII Ha TN CydJaCHHX BHUKIHMKIB Ta BH3HAYEHO Micle YKpaiHH B IHX
mponecax. [TokazaHo 3B’S30K MK iIHHOBAI[IHHMMH BHECKaMH Ta 1HHOBaIlIHHUMU
pe3yabraramMy. Bu3HayeHO 3araibHUH MiJNIPUEMHUIBKHN MOTeHLian YKpaiHu,
B TOMy 4YMCIi Ha T pociiicbkoi BiiiHu. [IpoananizoBaHO, YOMYy TPYIOBHi
MOTeHLiaJl, SKUH BTPaTUB MicIie poOOTH Y 3B’A3KY 31 30pOHHMMHU JisiMU arpecopa,
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He npeiidyBaB y MiINPUEMHHLBKHNA IPHBATHHN CEKTOp i HE IIONOBHHB PSIH
CaMO3alHATOTO HaceleHHA. [IpoaHai3oBaHO iHHOBAIIIIHI HACTPOi YKPaiHCHKOTO
MiAMPUEMHUIITBA Ta BH3HAUCHO Taiy3i, sIKi HE IHBECTYIOTh Yy TEXHOJIOTIUHE
OHOBJICHHS BUpOOHMLITBA. HaBeneHO apryMeHTH, YoMy iHHOBalii MOXYTb CTaTH
KJIFOYEM JI0 BUXO/ly 3 KPH3H Ta CIIOCOOOM ITiIBUILIEHHS KOHKYPEHTOCIIPOMOXKHOCTI
MiAMPUEMCTB Ha BHYTPIIIHBOMY PHHKY, a TAKOX POCYBaHHsI Ha 30BHIIIHI PHHKH.

Problem statement

The global competitiveness of the world’s economies
has determined Ukraine’s place in several rankings,
and the steps assigned to its economy show an alarming
trend. On the eve of the large-scale invasion of the russian
federation, Ukraine ranked 44th among 141 countries in
the world according to the skills indicator, with a score
of 69.9 on a 100-point scale, and according to the “skills
of the future workforce” criterion it ranked 26" (72.6).
Supposedly these are quite decent indicators for a country
that has been at war with an aggressor since 2014. But
if you look at the “innovation capability” indicator, the
picture will be different. Ukraine ranked 60" (40.1), and
by “business dynamism” it ranked only 85th (57.2), and by
sub-indices of the growth of innovative companies it was
109" (42,8) [1]. That is, Ukraine has a fairly high-quality
labor potential, but it cannot realize itself. The domestic
economy is structurally drifting towards simplification and
primitivization, which is caused by a terrible situation with
the involvement of the latest technologies in production
processes at almost all industry levels. High-tech exports
fell below 5 % (in the EU, this figure is 15.6 % on average,
and in the world as a whole — 20.8%) [1]. Therefore,
Ukrainian business faces the task of becoming innovatively
oriented in order to take away its competitiveness and enter
global markets.

Analysis of latest research and publications

Research of the innovative capacity of Ukrainian
business is carried out rather half-heartedly and there are few
publications in this direction, and against the background
of the large-scale invasion of the russian federation, this
subject matter has almost disappeared. However, general
studies of economic competitiveness ratings and surveys
of entrepreneurs provide a lot of information for analysis.
Razumkov Institute with the assistance of the Konrad
Adenauer Foundation Representation Office in Ukraine[1],
Global Innovation Index 2022 [2], World Bank, World
Development Indicators Database [3], Inflation Reports of
the NBU [4], World Economic Forum 2023 Reports [11]
and others provide a lot of analytical information, including
on Ukraine. A very interesting analytical presentation by
Yevhen Angel provides a picture of the business climate
of one region in comparison with the entire economy of
Ukraine [5], reports of global trade activity [9], etc. But the
priority of innovative activity of Ukrainian entrepreneurship
needs more attention and strategic initiatives on the part of
the state, especially against the background of war.

Objective formation

The purpose of the article is to analyze the main problems
of the development of entrepreneurship in Ukraine under
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conditions of war and outline the priorities on the path to
innovative restructuring of domestic business.

Presentation of the main material of the research

A comprehensive program of post-war reconstruction
of Ukraine and the development of domestic business
should be based on the creation of an innovative economy
that has mechanisms for integration into modern
developed markets. The elements of this program should
be implemented by the Ukrainian state rather quickly, even
under conditions of the ongoing aggression of the russian
federation. If this is not the case, the reconstruction strategy
can turn into a path that will lead the country to long-term
impoverishment with acute social problems. Unfortunately,
the war that has been going on since 2014 slowed down the
technological development of the Ukrainian economy, and
the large-scale invasion of the russian federation almost
stopped the scientific and technical movement, which
distanced Ukraine from the leading countries within this
framework. Evidence of this are the world rankings.

The Global Innovation Index (GII) 2022, which tracks
the latest global innovation trends against the backdrop of
today’s challenges, reveals the world’s most innovative
economies by assessing the innovation performance of
approximately 132 economies, highlighting innovation
strengths and weaknesses. In this rating, Ukraine ranked
57th, dropping 8 places over the year (Fig. 1).

GIIYR Gli Innovation inpuls  Innovation oulputs
2020 45 7 a7
2021 49 76 a7
2022 57 ™H 48

Fig.1 — GII Ratings of Ukraine for 2020-2022 [2]

Asisobvious, in 2022 Ukraine rather invested in innovation
than received innovative products, the domestic economy
ranked 75th in terms of the volume of innovations involved,
which is higher than last year, but lower than in 2020.

Ukraine ranks 4th among 36 countries of the world
with below-average domestic income and 34th among
39 European economies. However, a rather interesting
indicator of innovative performance in this study shows
some optimism. The bubble chart below shows the
relationship between income levels (GDP per capita) and
innovation performance (GII score) (Fig. 2). The trend line
indicates the expected innovative productivity according
to the level of income. Economies above the trend line
are performing better than expected, while those below
are performing below expectations. Compared to GDP,
Ukraine’s indicators exceed expectations of its level of
development.
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Fig. 2 — Positive relationship between innovation and development [2]

The diagram (Fig. 3) shows the relationship between
innovative contributions and innovative results. Economies
above the limit actually turn expensive investments into
even greater innovation and higher quality products.
Ukraine produces more innovative products compared to
the level of innovative investments.
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40

Ukraine

Output score

20

In reference to the overall entrepreneurial potential,
Ukraine’s indicators exceed the average level of income
for the group of countries with incomes below the
average according to six main principles, namely:
institutions; human capital and research; infrastructure;
business sophistication; knowledge and implementation
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Fig. 3 — Innovative investments for productivity [2]
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technologies and creative results. But if we look at
Ukraine’s rank among the countries of the European
Union, then, unfortunately, Ukraine’s indicators are lower
than the average for the region at all GII levels.

When analyzing the potential of an entrepreneurial
initiative, an important indicator can be the percentage
of the self-employed population in the total employable
population. Data from the World Bank give figures
including 2021. Disappointingly, 2022 analytics for
Ukraine have not yet been published. But the trends are
clear. The share of family and self-employed workers as
a percentage of total employment was 14.25% in 2020
and 13.93% in 2021. [3] Salaried workers, on the other
hand, are those who hold types of work defined as “paid
work” where workers have explicit (written or verbal) or
implicit employment contracts that give them the basic
remuneration, which does not directly depend on the
income of the division for which they work, is 84.95%
in 2020 and 85.28 % in 2021. [3]. Relative unemployment
is 9.48% and 9.83 %. Based on the official report of the
National Bank of Ukraine in the first quarter of 2023 the
unemployment rate was 20 % [4]. According to unofficial
data, this indicator is much higher. It should be noted
that the labor potential, which lost its place of work in
connection with the armed hostilities of the aggressor, did
not flow into the entrepreneurial private sector and did not
replenish the ranks of the self-employed population. Why
is this happening, if we take into account the fact that the
overall demand for an innovative product has remained
rather specific.

The results of the July monthly survey of business
managers “Ukrainian Business During the War”, conducted

Year-to-year balance between
better/worse grades

i B2
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by the Institute of Economic Research and Political
Consultations, showed an increase in pessimistic attitudes
(Fig. 4), emphasizing that:

— security remains the main obstacle for the
development of enterprises, which directly affects
investment attractiveness;

— 63% of entrepreneurs (59% surveyed in May)
consider the permanent and uncontrolled increase in prices
for raw materials and goods a threat to business;

— difficulties with logistics 43 % (38 % in May);

— the probability of unforeseen problems with energy
and water supply — 38% of entrepreneurs complained
about this;

— labor shortage became more relevant and moved
from 6th to 4th place;

— “Disruption of supply chains” was also included into
the top five obstacles.

As for illegal and unfair practices, the majority of
respondents did not name any of them as widespread.
At the same time, unfair court decisions (2.9 points) and
corruption in local authorities (2.8 points) were called more
common, and raidership and property seizure (2 points)
were the least common (Fig. 5).

The studies carried out demonstrate a change in
priorities in the business environment. At the beginning of
the spring of 2023, only 3% of businessmen considered
technological backwardness to be an obstacle (Fig. 6).
Instead, the adverse political situation (including war) and
low demand were cited as the main problems.

The issue of outdated technologies in Ukrainian
entrepreneurship traditionally occupied the lowest
levels of management priorities. Business considered

Year-to-year balance between
better/worse grades (against the size)

Fig. 4 — Results of the July survey of enterprise managers “Ukrainian Business During the War” [5]
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lllegal and unfair practices as an obstacle to doing business
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Fig. 5 — Results of the July survey of enterprise managers “Ukrainian Business During the War” [5]
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Fig. 6 — Outdated technologies as an obstacle for business.
July survey of enterprise managers “Ukrainian Business During the War” [5]

and now considers as its main task to survive in any
way. And the latest technologies fall out of the focus of
attention of the heads of enterprises. However, despite
the destructive aggression of the russian federation, most
entrepreneurs declare their desire and plans to introduce
innovative technologies. According to surveys, almost
a quarter of businessmen consider the development and
implementation of the latest technological cycles to
improve the quality of products and services to be one
of the first priority measures. For 46% of managers,
innovations are acceptable partly within the limits
of competitive advantages. Unfortunately, a third of
businessmen (31 %) are not at all interested in innovation.
Attention to innovative activity is proportional to the
size of the business. The following rule applies here: the
larger the enterprise, the greater the chances of attracting
investment in technology development. Only 13% of
small businesses are interested in the latest developments,
and this is a big mistake of a small private business, which
loses competitiveness and opportunities for expansion
and, even, promotion to global markets.

If we look at the interest in innovations in the sector, we
will also see the consequences of a certain philosophy of
business managers in different areas (Fig. 7).

Apparently, the latest technologies are not interesting
for half of the manufacturers of building materials. At
the same time, this industry is the most crisis-prone and
problematic in Ukraine, even despite high consumer
demand. A quarter of machine builders also show no
interest in innovation, which drags Ukraine to the periphery
of developed economies.

Conclusions

Ukrainian business should pay more attention to the
involvement of the latest technologies in its production
processes. And it is right in a time of bitter trials, generated
by the war of the russian federation against Ukraine, that
innovations can become the key to getting out of the crisis
and a way to increase competitiveness in the domestic
market, as well as to promote to foreign markets. State and
non-state institutions should take an active part in promoting
the development of innovative strategies of enterprises.
Innovation should become the main strategy of both the
state and entrepreneurship in all spheres of production. The
reconstruction of Ukraine should take place on the basis
of the latest philosophy of industrial and entreprencurial
activity. Only then will Ukraine have a real chance to join
the ranks of the world’s developed economies.
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Fig. 7 — Relevance of innovations depending on industry.
July survey of enterprise managers “Ukrainian Business During the War” [5]
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The rapid development of information technologies, the globalization of the
world economy, and the formation of a digital economy in Ukraine lead to the
transformation of socio-economic relations. The growth of digitalization of the
economy, the large-scale introduction of information technologies into all spheres
of human life contribute to the emergence of new industries, one of which is the
crypto industry, with the appearance of which in 2008, the money market totally
changed forever. More and more markets are collapsing, while more and more
regulators from different countries are busy implementing legislation regarding
the legalization, use and taxation of cryptocurrencies. The article is devoted
to the study of the peculiarities of cryptocurrency legalization in Ukraine. The
peculiarities of the law *“ Pro virtual'ni aktyvy” and the stages of its implementation
are considered. The draft law on amendments to the Tax Code of Ukraine regarding
cryptocurrency taxation has been analyzed. The number of cryptocurrency
users in Ukraine and other countries of the world, such as the USA, Venezuela,
Kenya, North Africa, etc., was studied. The paper analyzes how countries such as
Great Britain, the Netherlands, the USA, China, Japan and Canada regulate the
cryptocurrency market and whether transactions with them are legalized at the
legislative level. Conclusions were also made regarding the feasibility of legalizing
cryptocurrency in Ukraine.So far, we have the Law, but for the final settlement of
these issues, many different by-laws, instructions and documents still need to be
developed. But already today it can be said that the State is dealing with the issue
of cryptocurrency relations and is on the way to its settlement.

Kuarouogi ciioBa:
KpPHUIITOBAIIOTA,

BipTyallbHi aKTHBH,
OTIOJAaTKyBaHHS, JIeTaji3allis,
PUHOK KPHIITOBAIIOTH

JETAJIBAIIS KPUIITOBAJIIOTH B YKPATHI

Barpaxosa T.1., Kpacnomoxk 51.B.
3anopizbkuii HAYIOHATLHUL YHi6epcUumem

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

CrpiMkuii  po3BHTOK iH(GOpPMALIMHUX TEXHOJOTIHM, mIoOami3amis CBITOBOI
eKoHOMikH, 1 (opMmyBaHHS IH(GPOBOI EKOHOMIKM B YKpaiHi 3yMOBIIOIOTH
TpaHC(HOPMAIIiI0 COIIATFHO-KOHOMIYHUX BiTHOCHH. 3POCTaHHS IiDKHTAIi3aIi
€KOHOMIKH, MacCIITa0He BIPOBAKCHHS 1HQOpPMAIifHUX TEXHOJOTiH B yci
cdepu KUTTENISUIBHOCTI JIFOAWHY CHPHSE TOSIBI HOBUX Tally3eid, OIHIEI0 3 TaKHX
€ KPHUITOIH/TyCTPisl, 3 T0sIBOIO skoi B 2008 po1ii rponIoBHid pHHOK TOTAIBEHO 3MiHHUBCS
Haza®xau. Bee Ourbie puHKIB pyHHY€ETHCS, BOAHOUYAC JeAai OIbIIe PeryisTopiB
3 Pi3HHUX KpaiH 3aiMaroThCs BIPOBA/LKEHHM 3aKOHO/IABCTBA CTOCOBHO JIeraizartii,
BHKOPHCTAHHS Ta ONIOAATKyBaHHS KPUNTOBATIOT. CTaTTs MPUCBIUCHA TOCTIPKEHHIO
ocoOnuBOCTeH Jeraiizamii KpUOTOBAMIOTH B YKpaii. PosmisHyTo 0co6imBOCTI
3akoHy «IIpo BipTyasbHI aKTHBH» Ta €Tamy HOro 3alpoBaPKCHHS. 3aKOH TaKokK
nepeadadae CTBOPEHHSI HOBOT'O IIEHTPAJIbHOTO OpraHy BHKOHABYOI Biiagu Ha Oasi
Minmudpu 1S peryinoBaHHs PUHKY BIpTyanbHHUX akTHBiB. OnHa 3 Horo QyHKIH —
KOHTPOJTIOBATH TTOCTa4aIbHUKIB MOCIYT, TTOB’SI3aHUX 3 BIPTyaJIbHHIMH aKTHBAMH,
Ha TPeAMET MPO30poi CTPYKTYpH BIACHOCTI. TakoX yJaCHMKH PHHKY MaroTh
3aMpOBaIUTH BHYTPILIHI Mpouexypu (HiHAHCOBOTO MOHITOPHHTY JUIS 3aro0iraHHs
BIZIMHABAHHIO JIOXOJIIB, OTPUMAHUX 3JIOYMHHUM IIIIIXOM. Ba)kjIMBa MO3HUILISI 3aKOHY —
BiH HaOy/ie YMHHOCTI JIMIIIE TTICIIsl TOTO, SIK JIEMYTaTH MiArOTyIOTh Ta IPOTOJIOCYIOTh
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3a BimmoBigHi 3MiHE 10 [lomatkoBoro xomekcy. IIpoaHamizoBaHO 3aKOHOTIPOCKT
mpo BHeceHHs 3MiH a0 [logaTkoBoro Komekcy YKpaiHW, IIOAO OMONATKyBaHHS
KPUNTOBATIOTH. J[OCTiKEHO KiBbKICTh KOPUCTYBadiB KPHUIITOBATIOTA B YKpaiHi
Ta Takux Kpainax ciry, sik CLLIA, Benecyena, Kenis, IliBniuyna Adpuka i iHImX.
B po6oTi mpoaHaizoBaHo, K Taki kpainu, sik Benukooputanis, Hinepnanau, CIIA,
Kuraii, SInonis Ta KaHanma peryimoroTh pUHOK KPUITOBATIOT Ta Y JICTATi30BAHO
Ha 3aKOHOJIAaBYOMY DIiBHI omepaiiii 3 HUMH. A TakoX 3pOOJIEHO BUCHOBKH 00
JOIUTFHOCTI JIeraji3amnii KpUIToBaIIoTH B YipaiHi. [Toku mo Mu Maemo 3aKoH, aje
JUTSI OCTATOYHOTO BPETYIIOBAaHHS BiX IMTUTAHB IIE TIOTPIOHO PO3POOHUTH Oarato pizHUX
MiI3aKOHHKX aKTIB, IHCTPYKIIii Ta TOKyMEHTIB. AJie BXKE ChOTOIHI MOXKHA CKa3aTH,
o JeprxkaBa 3aiiMa€eThcsl MUTAHHSIM KPUITOBATIOTHHUX BiJHOCHH, Ta 3HAXOIUTHCS
HA [UIXY JI0 HOTO BPETYJIIOBAHHS.

Problem statement

The cryptocurrency market in Ukraine is shadowy,
due to the lack of legal regulation of transactions with
cryptocurrencies. Quite a long time ago, the government of
Ukraine considered the possibility of giving cryptocurrency
official status, but this actually became possible only in
March 2022 after the signing of the Law “Pro virtual'ni
aktyvy” by the President of Ukraine. At the moment, it
raises quite a lot of questions, so in this work I would like
to consider its features and in general the expediency of
legalizing cryptocurrency in Ukraine.

Recent research and publications analysis

The works S.O. Hrytsai, V.I. Zakharchenko,
N.O. Patachyts and M.S. Nechiporuk, V.B. Marchenko
of are devoted to the problems of the essence and
development of cryptocurrencies, their types, advantages
and disadvantages. But O. Lyubkina, O. Tkachenko and
S.F. Cmerichevskyi, O.S. Suzdalev studied the issues of
global experience in regulating cryptocurrencies.

Despite numerous studies on the development of
cryptocurrencies, the issues of implementation and
issues of crypto currency remain insufficiently studied
by domestic and foreign scientists, which determines the
relevance of scientific research.

The purpose of the article

The purpose of the article is to consider the new law
“Pro virtual'ni aktyvy”, which legalizes cryptocurrency in
Ukraine, as well as to consider the process of legalization
in other countries.

The main material representation

The Ukrainian cryptocurrency market has been actively
operating for more than six years, on May 30, 2016, the
first Ukrainian cryptocurrency appeared — karbovanets, but
all this time it functioned in the shadows. Legal regulation
as such did not exist. In 2021, there was the first attempt to
adopt a law on the legalization of cryptocurrency.

On September 8, 2021, the Verkhovna Rada adopted
the law “Pro virtual'ni aktyvy”, but already on October 5,
the President of Ukraine vetoed this law, he opposed the
creation of a separate regulator in the virtual assets market.
Instead, it is proposed to entrust the relevant functions to
the already existing regulator of financial markets. The
motive for such a decision is quite convincing: according
to the President, the current National Commission for
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Securities and the Stock Market of Ukraine will be able
to detect various abuses by participants of the new virtual
assets market more quickly and accurately.

After the amendments made by the President, on
February 17, 2022, the Verkhovna Rada already presented
a new version of the law, and on March 16, the law was
signed by the President and will enter into force after the
adoption of the law on taxation of operations with virtual
assets. The legalization of cryptocurrency in Ukraine was
planned for October 1, 2022. But it was postponed pending
the adoption of the bill.

According to the law “Pro virtual'ni aktyvy”,
a definition of “cryptocurrency” was provided, according
to the law it is defined as a virtual asset.

A virtual asset is an intangible good that is the object
of civil rights, has a value and is expressed by a set of data
in electronic form. The existence and liquidity of a virtual
asset is ensured by the system of ensuring the turnover of
virtual assets. A virtual asset can testify to property rights, in
particular, rights of claim to other objects of civil rights [1].

What will change as a result of the adoption of the law?

1. The status of virtual assets will be determined. It
will be possible to monitor providers of services related to
virtual assets for a transparent ownership structure, and it
is also necessary to introduce internal financial monitoring
procedures to prevent the laundering of proceeds of crime.

2. The law must protect owners of virtual assets from
criminals. Thanks to regulatory changes, it will be possible
to reverse malicious cryptocurrency transactions after
the fact. For example, if the law enforcement authorities
establish that a virtual asset has been stolen, for this the
owner of the asset will have to submit a statement and
prove the illegality of the executed transaction.

3. Crypto companies will have to pay taxes. Necessary
amendments will be made to the Tax Code of Ukraine.
Cryptocurrency has great volatility, so it is quite important
to determine the tax base, tax payment terms and from
what amount it will be calculated. So, for example, in
Switzerland, cryptocurrency is equated with foreign
currencies — transactions with it are exempt from VAT, but
are taxed as property, and in Japan, companies must pay tax
on the sale of cryptocurrency, but in Germany, purchases
paid for in virtual currency are exempt from taxation.

4. The law legalizes investments in the form of
cryptocurrencies.

5. The right of participants in the virtual assets market
to independently choose the prices of virtual assets, at
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which operations are carried out with them, will lead to
an underestimation of the tax liability. The issue of tax
declaration of income will be resolved in the next bill on
amendments to the Tax Code of Ukraine, the development
and adoption of which is possible only after the law
of Ukraine “Pro virtual'ni aktyvy”, comes into force.
Although the State Tax Service of Ukraine, on the basis
of the general provisions of the Tax Code, can prove an
understatement of the tax liability, just as with shares or
other assets, such as jewelry [2].

Particular attention should be paid to the regulation
of taxation of cryptocurrencies. In order to implement the
provisions of the law “Pro virtual'ni aktyvy”, and to put
it into effect, the Verkhovna Rada of Ukraine registered
draft law No. 7150 with amendments to the Tax Code of
Ukraine on March 13, 2022. In general, it provides for the
introduction of such tax incentives for the application of
the “softened regime” of taxation of virtual assets, such as:

1) exemption from value added tax of operations with
virtual assets and services provided by service providers
related to virtual currencies;

2) establishment for a period of 5 years of preferential
taxation of investment income from transactions with
virtual assets for individuals at the rate of tax on the income
of individuals in the amount of 5 %,

3) establishment for a period of 5 years of preferential
taxation of investment income from operations with virtual

Table 1 — Ukrainian cryptoprojects
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assets and services provided by providers of services
related to virtual assets at an income tax rate of 5%;

4) the obligation to pay a military levy on the amount
of investment profit from operations with virtual assets for
individuals at a rate of 1.5% [3].

As soon as the law “Pro virtual'ni aktyvy”, becomes
effective, companies that will provide services for storage,
exchange, transfer or management of crypto-assets will be
able to attract investments and officially cooperate with the
banking system.

This means that companies will work transparently
and, as a result, will be able to gain support and protection
at an official level.

According to Table 1, we can conclude that in Ukraine,
even before the full legalization of cryptocurrency, projects
related to the sale and purchase of cryptocurrencies are
actively developing. Which is not surprising, because
Ukraineistheleaderinthe number ofusers of cryptocurrency,
12.73 % of the population use cryptocurrency, that is more
than 5.5 million residents of Ukraine (see Fig. 1)

Ukraine is one of the first countries in the European
Union to legalize cryptocurrency. In general, the European
Union itself has not legalized cryptocurrency. At the moment,
the law is just being adopted, according to it, the current
position of cryptocurrency as an “outsider” will change to
a full participant in the space of financial services in the EU,
but the exact dates when this will happen are unknown [7].

Crypto project Characteristics of the crypto project
It is a decentralized cryptocurrency wallet that allows you to securely trade over 160,000 cryptoassets.
Trust Wallet With Trust Wallet, users are in full control of their own assets and have access to dApps
and decentralized exchanges. The wallet, which Binance has been working with for about four years,
is available for installation on iOS and Android mobile devices.
NEAR Protocol This is software from Ukrainian developers that serves as a platform for creating and running decentralized
applications. The main goal of the NEAR Protocol is to provide convenience for developers and users.
DeXe Network It is a decentralized social trading platform. It is designed to copy the best trading strategies.
Weld Card The first Ukrainian cryptocurrency payment card.
It allows you to safely, instantly and legally use cryptocurrency for daily calculations.

Source: compiled by the author based on [4; 5]
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Fig. 1 TOP 10 countries by the number of cryptocurrency users in percentage ratio as of 2020
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Great Britain, which recently left the EU, as well as
Ukraine, is actively developing a regulatory framework
for the legalization of cryptocurrency. On February 24,
the Bank of England began developing a regulatory
framework for the regulation of cryptoassets. The agency
says that while the size of the sector is currently small, its
rapid growth could pose a threat to financial stability in the
future if left unregulated.

Cryptocurrencies are largely unregulated as they do not
fall under the purview of existing UK regulators. In order
to create an effective system of supervision over them, the
law must first be changed, and the UK Treasury is currently
working on this. The CFP plans to apply the principle of
equivalence to crypto-assets. It assumes that crypto firms
that provide services similar to those of existing financial
institutions will be subject to the same regulations [8].

Considering the experience of the Netherlands, it
should be noted that at the moment cryptocurrency is not
legalized there, although it is owned by half a million
Dutch households, investments in cryptocurrency make
up 0.1% of their total savings. The Dutch government, in
particular the Ministry of Finance, is experimenting with
blockchain technology as part of pilot projects dedicated to
transferring government processes to smart contracts.

On March 8, 2018, the Dutch Ministry of Finance
published a letter on cryptocurrencies. The letter contains
a warning about investment risks, as well as an explanation
of the need for further consultations with banks regarding
the purchase of cryptocurrencies on credit, because USA
and UK banks have banned the use of credit cards to
purchase cryptocurrencies [9].

In the USA, regulating relations regarding the circulation
of cryptocurrencies and determining their legal status is
quite complicated. This is due to the fact that, in addition
to the legislation of individual states, there are also federal
regulations. It is also necessary to take into account the
importance of judicial precedent in the USA legal system,
since USA courts began to deal with public relations related
to the circulation of cryptocurrencies in their cases, even
before such relations received regulatory legal regulation at
the federal or state level. Therefore, it was the USA courts that
first began to give a certain legal definition to cryptocurrencies.

But Canada and Japan are among the countries where
cryptocurrency is legalized.
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In Japan, the operation of cryptocurrency is regulated
at the legislative level. Cryptocurrency exchanges are
regulated by the Digital Assets Commission. In case
of opening a cryptocurrency exchange, the applicants
must form a certain package of documents and follow
the rules of activity. Cryptocurrency exchange operators
are subject to registration with the Financial Services
Agency. Cryptocurrency is a value like an asset. Bitcoin is
recognized as a prepaid payment instrument [11].

In Canada, bitcoin is defined as an intangible asset, and
transactions with it are defined as barter. From June 1, 2020,
cryptocurrency companies were legalized in the country. Now,
both foreign and local, they are considered money transfer
businesses. For cryptocurrency transactions of more than
10.000 Canadian dollars, the company is required to report
the transaction and identify all participants in the transaction.
Payment in cryptocurrency for goods and services is taxable
as a barter transaction, and at the time of sale [12].

China is the country that reacts most negatively to the
legalization of cryptocurrency. In 2013, China banned
financial institutions from trading in Bitcoin, while not
extending the ban to individuals, and the cryptocurrency
market continued to function.

In general, cryptocurrency is considered by the
People’s Bank of China as a virtual commodity rather
than a currency. Taxation of cryptocurrency in this state
is as follows: transactions with cryptocurrency are subject
to income tax, income tax and capital gains tax, and its
sale may be subject to value added tax. In May 2021, the
People’s Bank of China finally declared cryptocurrencies
illegal and ordered an immediate halt to all related activities,
as they consider cryptocurrencies a threat to the stability of
China’s financial market. The only cryptocurrency that can
exist in China is the digital yuan [13].

According to Table 3, it can be concluded that out of the
seven studied countries, cryptocurrency is legalized in only
two countries, the USA is a country where cryptocurrency
is partially legalized, while Ukraine and Great Britain are
currently at the stage of legalizing cryptocurrency, the
Netherlands is not yet ready for legalization, but China
quite categorically banned the use of cryptocurrency.

Also, in our opinion, after the Ilegalization of
cryptocurrency in Ukraine, it is quite expedient to provide
fairly complete information for the population, for the

Table 2 — Features of cryptocurrency recognition in different US states as of 2021

States of the USA Features
Eastern District In 2013, the District Court issued a decision (memorandum opinion)
of Texas that essentially recognized Bitcoin as a currency.
Lo The district court in one of its decisions formulated a diametrically opposite position, according to which Bitcoin is
Miami . . . L. . .
not a currency. This conclusion was used as the basis for the dismissal of charges in the case of money laundering.
The first of all the states at the legislative level to allow the use of cryptocurrencies. The law, which allows any
California corporation, association or individual in California to participate in the circulation of money other than US
legal tender, went into effect in early 2015.
In 2015, the state's Department of Financial Services introduced the BitLicense, a license to conduct
New York . . e . . .
cryptocurrency business. The license was criticized by many major crypto companies, which later left the state.
Digital currency is an object of money transfers within the meaning of the Law "On the Unification of Financial
Washington Services". This means that companies can make cryptocurrency transfers to a Washington resident only after
obtaining a Washington money transfer operator license.

Source: compiled by the author based on: [10]
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Table 3 — Analysis of countries regarding their perception of cryptocurrency, as of 2022

Country Is cryptocurrency legalized? Definition of cryptocurrency
USA Legalized in some states Defined as “virtual currency” in some states
Netherlands | Not legalized. Separate cryptocurrency projects are being considered —

Cryptocurrency is a value compared to assets.

Japan Legalized Bitcoin is recognized as a prepaid payment instrument
China Forbidden -
Canada Legalized In Canada, bithin is d'eﬁr'led as an intangible asset,
and transactions with it are defined as barter
UK Preparations for legalization are underway —
Ukraine Preparations for legalization are underway Cryptocurrency is defined as a virtual asset

Source: compiled by the author based on: [8—13]

correct use of cryptocurrency, it is possible to conduct
online courses available to everyone or send information
through the “Diya” application.

Conclusions

Summarizing all of the above, we can conclude that
Ukraine is currently one step away from the legalization of
cryptocurrency. This is a rather complicated and long process
that requires a lot of attention. According to the law, which
was signed on March 16, owners of cryptocurrencies will
be protected from criminals, will be able to independently
choose the price of virtual assets, in addition, investments
in cryptocurrencies will be legalized and the process of
taxation of cryptocurrencies will be determined.

Even before the legalization of cryptocurrencies,
companies dealing with cryptocurrencies began to
appear in Ukraine, as well as innovative projects, such as
a payment cryptocurrency card, which was created for the
purpose of making payments in cryptocurrencies, but until
the law is valid, this project cannot function either.

Analyzing the foreign experience regarding legalization,
it should be noted that each of the studied countries has its
own peculiarities regarding the cryptocurrency market, but
if we pay attention to the market closest to us, the market
of the European Union, then the issue of cryptocurrency
legalization is currently being resolved there and in Ukraine.
This is quite reasonable, because virtual currency currently
fills the market and attracts more and more users, it should
not be left in the shadows and allow criminal actions, on the
contrary, it is better to bring it out of the shadows and show
what advantages and risks can be from using cryptocurrency.

In our opinion, the legalization of cryptocurrency in
Ukraine is quite a positive phenomenon. The legalization
of cryptocurrencies will create prerequisites for building
a civilized and competitive market of virtual assets in
Ukraine, which will allow both Ukrainian and foreign
investors to enter it. It can also be noted as a positive that,
despite different attitudes towards the crypto industry,
many countries are engaged in the development of their
own national currency on the blockchain platform.
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It is noted that the personnel management system at a modern enterprise, regardless
of the form of ownership, is the most powerful tool for ensuring competitiveness
and development. It is determined that the personnel policy of an enterprise is one of
the most important management tools, since in modern conditions the role of human
resources in the implementation of business activities is crucial, and the quality of
their management determines the success of the enterprise. It is found that the effective
use of human resources can be achieved through the formation and implementation
of an effective personnel policy of an enterprise, which today is considered the most
important competitive advantage and means of achieving success of any modern
enterprise. A number of requirements to the personnel policy of an enterprise are
analyzed. The stages of formation of the personnel policy at the enterprise are
disclosed. The most common problems of the enterprise’s personnel policy are
allocated, in particular: lack of qualified employees, which results in poor quality of
work performed, high staff turnover at the enterprise, the problem of organizing the
selection and recruitment of personnel. It is proved that the presence of a personnel
policy at an enterprise as the basis for effective operation of an enterprise makes it
possible to implementation of a competitive policy in the presence of high quality
human resources. The dependence of enterprise competitiveness on the choice of
personnel policy is analyzed. Recommendations for solving personnel problems
at the time of formation of the enterprise’s personnel policy have been developed,
which can be the basis for the effective operation of the enterprise. It is noted that
the effective development of an enterprise is based on a systematic approach to the
personnel management strategy. It has been researched that the personnel policy is
created to merge the efforts of all personnel of the enterprise to solve the tasks.
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JOCSTHYTH 3aBASKN (popMyBaHHIO Ta peaiizanii eekTHBHOI KaJpoBOi MOTITHKH
nianpuremcTBa. [IpoananizoBaHo psit BUMOT 10 KapOBOi MOJITHKH MiAIIPUEMCTBA.
Po3kpuri eraru popMyBaHHS KaIpoBOi MOTITHKH Ha MiIIPHEMCTBI. Buokpemieno
HaWOUTBII TTOIIUPEH] MPOOJIEeMH KaIPOBOI NONITHKH MiApueMcTBa. JlociimkeHo,
10 HAsBHICTh KaJpOBOi IMOJITUKM Ha MiJIPHEMCTBI K OCHOBa €(eKTHBHOI
JUSUTBHOCTI TIATIPUEMCTBA JTa€ MOXJIUBICTh 3[IHCHEHHS KOHKYPEHTOCIPOMOKHOL
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TIOJIITHKY 32 HasIBHOCTI BHCOKOI SIKOCTI KaJpoBOTO MOTeHIiany. [IpoananizoBaHo
3aNIeKHICTh KOHKYPEHTOCIIPOMOKHOCTI MIANIPHEMCTBA BiZl BHOOPY KaIpoBOi
noJiTUKA. Po3pobneni pexoMeHmamii MO0 BUPIMIEHHS KaApOBUX MpodieM
Ha MOMEHT (OPMYBaHHS KaJIpOBOi MOJITHKH MiANPUEMCTBA, 110 MOXe OyTH
OCHOBOIO €()eKTHBHOI JiSUIBHOCTI MHiIIPUEMCTBA. 3a3Ha4eHO, 110 e()EeKTHBHUMA
PO3BHTOK IiIIPHEMCTBA MOJISATAE B CHCTEMHOMY ITIAXOM1 0 CTparerii ynpasiiHHs
nepcoHasioM. J{oCIiKeHO, 0 KaJpoBa MOJIITHKA CTBOPEHA VIS 3JIUTTS 3yCHIIb
BCHOTO NIEPCOHAITY I JIPUEMCTBA ISl BUPIILCHHS OCTABJICHUX 3aBIaHb.

Formulation of the problem

To determine the direction and basis of work with
personnel, the personnel policy of the organization
is developed, through which the goals and tasks of
personnel management are implemented. This approach
is characteristic of large enterprises and civil service
systems, because it is precisely in such organizations that
the principle of compliance with the personnel policy of
the enterprise is most consistently implemented.

Analysis of recent research and publications

Many Ukrainian scholars have paid attention to
the issues of personnel policy, such as: Blyznyuk V.V,
Boginya D.P., Grishnova O.A., Kolot A.M., Novikova O.F.,
Petyukh V.M., Chuhno A.A. and others, materials of
scientific conferences, periodicals, Internet resources of
specialized professional portals, etc.

Formulation of goals

The purpose of the article is the determination of the
essence and role of the personnel policy as the basis of
the effective operation of the enterprise in the modern
conditions of the enterprise’s development.

Presentation of the main research material

The personnel management system at a modern enterprise,
regardless of its form of ownership, is a powerful tool for
ensuring competitiveness and development [2]. The personnel
management service implements the personnel policy and
coordinates the activities of managing the enterprise’s labor
resources; expands its functions to create new systems of
incentives for labor activity, management of professional
advancement, conflict prevention, study of the labor market,
creation of personnel reserves for management personnel [5].

The personnel policy of the enterprise is one of the most
important management tools, because in modern conditions
the role of human resources in the implementation of
entrepreneurial activity is decisive, and the quality of their
management determines the success of the enterprise.
Considering the structure of the personnel policy, it can
be noted that the motivation of the personnel’s work
occupies a prominent place. This is explained by the fact
that the company will not be able to achieve significant
results without the presence of professional, development-
oriented, innovative and motivated personnel. Therefore,
when forming the personnel policy of the enterprise in the
field of labor motivation and when improving it, increased
attention should be paid to these components [10].

Personnel policy is a system of working with personnel
that unites various forms of activity and aims to create

a cohesive and responsible high-performance team to
realize the company’s capabilities and adequately respond
to changes in the external and internal environments.

The concept of personnel policy in a broad sense is
a system of rules and regulations. In a narrow sense, it
is a set of specific rules and wishes in the relationship
between employees and organizations.

The English specialist in the field of of personnel manage-
ment D. Greste believes that ensuring the personnel policy is:

— organizational integration;

— senior management and line managers adopt
the developed and well-coordinated human resource
management strategy as their own and implement it in their
operational work, closely interacting with services;

— a high level of responsibility of all employees,
which means both identification with the company’s core
values and persistent implementation of the set goals in
practical work;

— functionality;

— variation of functional tasks, which means
abandoning the traditional, rigid delineation of different
types of work, as well as the use of various forms of labor
contracts (full-time, part-time and hourly employment);

— structurality;

— adaptation to continuous training, organizational
changes, flexibility of organizational and personnel
potential, high quality of work and its results, working
conditions (working environment, work content, employee
satisfaction) [4].

Effective use of personnel potential can be achieved
thanks to the formation and implementation of an
effective personnel policy of the enterprise, which today is
considered the most important competitive advantage and
a means of achieving success for any modern enterprise. In
general, the organization’s personnel policy is understood
as a system of theoretical views, requirements, principles
that determine the main areas of work with personnel, as
well as methods of this work that allow creating a highly
productive cohesive team.

In order for the personnel policy to meet its purpose, it
must meet a number of requirements, namely:

— it should be closely related to both the strategic goals
and current tasks of the organization;

— it should be developed as a result of discussions and
consultations at various levels of the enterprise;

— it should be formulated clearly and concisely in
writing and cover the main areas of work with personnel;

— must be communicated to all employees of the
company;

— it should contain specific practical steps for its
implementation;
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— separate areas of personnel policy should be
interconnected and complement each other [3].

In modern conditions, personnel policy will be considered
effectively formed if it meets the following requirements [8]:

— personnel policy should be related to the company’s
development strategy. In this, it represents personnel
support for the implementation of this strategy;

— personnel policy should be sufficiently flexible, i. e. it
should be stable on the one hand, and dynamic on the other;

— the personnel policy should be economically justified,
i. e. based on the real financial capabilities of the enterprise;

— personnel policy should ensure an individual
approach to employees.

Personnel policy is a system of rules and norms,
aspirations and restrictions in the relationship between
personnel and the organization as awhole, according to which
employees act in the internal and external environment. An
example can be personnel policy for hiring, transferring and
dismissing employees, etc. Formation of personnel policy
is carried out in several stages. Each stage requires certain
clear actions to be taken to achieve a specific goal. The
stages of personnel policy formation at the enterprise can
be considered in the table. 1 [9].

Based on the table 1, it is important to investigate
a number of modern problems that arise in the formation
of personnel policy at the enterprise. The following are
among the most common problems:

— lack of qualified workers, which ultimately leads to
low quality of performed works;

— high staff turnover at the enterprise. The main reason for
staff turnover is dissatisfaction with their position. In particular,
dissatisfaction with the existing salary, disrespectful attitude
of the management, lack of opportunities for self-realization
and self-assertion, lack of conditions for recreation, weak
incentive and motivation system, etc;

— the problem of organizing the selection and recruitment
of personnel. This problem is directly caused by the
oversaturation of the labor market with labor, so the company’s
management needs to create all conditions for attracting such
personnel, in which their personal characteristics, skills, and
knowledge will best meet the company’s goals. To solve
these and other problems, the company develops a certain
mechanism for implementing its personnel policy [7].

The presence of a personnel policy at the enterprise as
the basis of the effective operation of the enterprise makes it
possible to implement a competitive policy in the presence
of high-quality personnel potential. The competitiveness of
the enterprise depends on the competitiveness of each team
member. Thus, the competitiveness of an employee, according
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to O.A. Grishnova, is the conformity of the quality of the
workforce to the needs of the market, the ability to win in
competition on the labor market, i. e. to more fully satisfy the
requirements of employers in terms of knowledge, abilities,
skills, and personal traits compared to other candidates [9].
In terms of quality, competitiveness is characterized by
a set of consumer properties of the workforce capable of
ensuring effective work, in particular: profession, seniority,
age of the employee, knowledge of foreign languages, etc. In
terms of quantitative characteristics, the category “employee
competitiveness” can be determined by such indicators as
labor productivity and labor efficiency, working time spent on
certain operations (works), quality of manufactured products,
raw material costs [1]. Personnel policy is also interconnected
with these quantitative and qualitative indicators. They form
the basis for calculating the effectiveness of the company’s
existing personnel policy, and also make it possible to
improve the latter. In fig. 1 shows the dependence of the
company’s competitiveness on the selected personnel policy.

Based on fig. 1, it can be said that personnel policy is
an integral part of the organization’s strategically oriented
policy. The content of personnel policy is work with
personnel in accordance with the concept of enterprise
development as the basis of effective enterprise activity.
The purpose of the personnel policy is to ensure an optimal
balance of the processes of updating and preserving the
quantitative and qualitative composition of personnel
in its development in accordance with the needs of the
organization itself, therefore this policy must meet the
requirements of the current labor legislation and the state
of the labor market in the region [11].

Based on the above, we will provide some specific
advice on solving the above-mentioned problems at the time
of forming the personnel policy of the enterprise, which can
be the basis of the effective operation of the enterprise:

Employee policy:

— establishing strategic and organizational processes
for selecting and hiring employees, namely:

1) development of a two-level personnel structure,
which will include “main personnel”, that is, the most
valuable and qualified workers and “peripheral” employees
who perform less important and responsible tasks;

2) location of the enterprise;

— organization of training and
improvement of personnel qualifications;

— creation of all the necessary conditions for the
development of human potential in business, which is the
result of the effective operation of the enterprise — this will
provide it with business competition on the market;

reconstruction,

Table 1 — Stages of formation of personnel policy at the enterprise [6]

Ne| Name of the stage The goal of work with personnel Activities

.. Cpordlnatlon of prmmples ‘?md goals of work Conduct an analysis of corporate culture, strategy and
1 Normalization with personnel with strategic development of L
.o state of development organizations
the organization
Development of the program, ways of achieving | Develop a system of measures to achieve the goals in the
2 Programming the goals of personnel work, taking into account | form of a document, taking into account the current state
the conditions and possible changes situations and necessarily taking into account possible changes
3 | Personnel monitoring Development. of procedures for dlqgnoglng Conduct an analysis of the state of personnel potential
and forecasting of the personnel situation
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Fig. 1 — Dependence of the enterprise’s competitiveness on the choice of personnel policy [6]

— development of effective employee management
methods as a practical and reasonable situation of
placement, use and provision of personnel that will ensure
professional development;

— development of social and labor relations between
employees and management regarding labor and employee
development, working conditions and social protection;

— creation of an effective system of stimulating the
work of employees, including non-material and material
motivation and development of key areas of work to
motivate employees, etc.

Conclusions

The effective development of the enterprise consists in
a systematic approach to the personnel management strategy.
The personnel policy was created to merge the efforts of all
the company’s personnel to solve the assigned tasks. In the
aspect of the modern innovative economy in the era of the

digital revolution, personnel policy should coincide with the
concept of enterprise development and be considered as an
important strategy of effective personnel management.

The personnel policy of modern company employees is
to create a business development plan, to be sufficient and
flexible, financially satisfactory and based on real business
opportunities. It should form an individual approach to
its employees. The principles of personnel policy can be
defined as follows, in particular:

— democracy of management, which depends on
readiness for cooperation;

— understanding of people, their needs;

— maintaining fairness and consistency.

Therefore, in accordance with modern economic
conditions, the personnel policy should be aimed at
creating such a system of working with employees to focus
on obtaining not only economic and social effects, but also
regulatory aspects and state decisions.
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It is noted that personnel management is an element of social management,
traditionally understood as the management of people and their teams. It has been
identified that one of the most critical issues is enterprise management from the
perspective of economic security. The essence of the concept of enterprise security
has been disclosed. The significance of employee safety within the overall security
system has been explored, acknowledging its crucial role. The concept of personnel
security has been defined as the foundation of the enterprise’s economic security,
characterized by various approaches and aligned with diverse tasks to fulfill the core
objectives of employee safety at the enterprise. It is emphasized that enterprises
constantly face various threats. Various approaches to personnel safety of employees,
which ensure the main tasks of personnel safety of employees of the enterprise, are
analyzed. The disclosed principles necessary for establishing effective personnel
security include consistency, legality, morality, interest, economic efficiency,
interaction, and promptness. Scientific sources on enterprise personnel security have
been reviewed, identifying different scholars’ approaches based on process-oriented,
structural, functional, and goal-oriented perspectives to understand its essence.
Strategic goals for establishing personnel security have been outlined. Internal and
external risks and threats to personnel security at the enterprise have been identified.
Proposals for improving the management of personnel security at the enterprise
have been developed, using the example of the LLC “Agency “DZHEB.” General
measures to enhance employee safety, when implemented collectively, can positively
impact ensuring personnel security at the enterprise.
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3a3HayeHo, MO YIPaBIiHHA IIEPCOHAJIOM € EJIEMEHTOM  COLIAJIBFHOIO
VOpaBIiHHS, T SKAM TPaguIiHHO PO3YMIETHCS YIPABIIHHSA JIOOBMH Ta iX
KOJIeKTHBaMH. BU3HaUeHO, 10 OTHUM 13 HalaKTya bHIIINX MUTAHb € YIPaBIiHHS
HIiAMPUEMCTBOM 3 TOUKH 30py €KOHOMIUHOT Oe3neku. PO3KpUTO CyTHICTh MTOHATTS
Oesnexu mianpuemctna. JocmimkeHo, mo Oe3rneka MpaniBHUKIB MiANPHEMCTBA
3aliMae BaXJIMBE Miclle cepell IHIIMX acHeKTiB CUCTeMM Oe3reku. BusHaueHo
MicIle KaapoBOi Oe3meKH, SK OCHOBA CKOHOMIYHOI O€3MEeKH IMiANPHEMCTBA.
Po3kpuro cyTHICTH KagpoBOi Oe3leKH MpaIiBHUKIB, IO XapaKTePU3YEThCS
pi3HUMH TigXoZaMy i BiJNOBIZHO 1O PI3HOMAaHITHHUX 3aBHaHb 3a0e3MedyroTh
OCHOBHI 3aBJaHHs KaJpoBOi OE3MeKH MpaliBHUKIB MiJIPHEMCTBA. 3a3Ha4eHOo,
IO MiANPUEMCTBAM TIOCTIHHO JIOBOJHMTHCS IPOTUCTOSATH PI3HUM 3arpo3am.
[IpoananizoBaHO pi3HI MiAXOAM KaAPOBOi OE3MEKH MPALIiBHUKIB, 110 3a0€311e9yI0Th
OCHOBHI 3aBJaHHS KaJpoBOi Oe3leKH MpaIliBHUKIB MiAnpueMcTBa. Po3KpwHTI
TIPUHIUTH, $SKi HeoOXimHi it (opMyBaHHS e(eKTHBHOI KagpoBOi Oe3meKH
30KpeMa: MPUHIUN Y3TOKEHOCT1, MPHHIXI 3aKOHHOCTI, IPUHITAIT MOPAIBHOCTI,
MPUHIUI  3aliKABJICHOCTI, MNPUHIMII CEKOHOMIYHOT €(EeKTUBHOCTI, MPUHIIMII
B3a€EMOJII Ta NMPHHIMII ONepaTUBHOCTI. [IpoBeneHnil aHami3 HayKOBUX JKEpen
3 MUTaHb KaJpoBOi OE3NeKH MiANPHEMCTBA BUOKPEMHUB ITIXOIM HAYKOBLIB 10
PpO3yMiHHA i CYTHOCTI Ha OCHOBI IPOILECHOTO MiAXOAY, CTPYKTYPHOTO ITiXOAY,
(hYHKIIOHATTFHOTO TiAXOMy Ta IUTFOBOTO MiIXony. 300pakeHO CTpaTeridHi I
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(opMyBaHHs KaapoBOi Oe3rekd. BuoKpeMiieHO BHYTpIIIHI Ta 30BHIIIHI PU3UKH
IIOJI0 3arpo3 I KaapoBoi Oe3nekH miarnpuemcTBa. Po3pobiieHo mpomnosuiiii
Ha mpukiani TOB «AT'EHIIA «/XKEB» momo ymocKOHaNCHHS YHpaBITiHHS
KaZpoBOIO Oe3meKoro mianpruemMcTBa. Hagano 3aranpHi 3aX0Au AJIs TiABHICHHS
0e3meKn MpaIiBHUKIB, fKi B KOMIUIEKCI MOXYTh ITO3UTHBHO BIUIMHYTH Ha
3a0e3reueHH s KaJpoBoi Oe3MeKH MpaliBHUKIB MiAPUEMCTBA.

Formulation of the problem

Effective enterprise management in modern conditions
of development in Ukraine directly depends on the high
quality of the workforce of the enterprise, the alignment
of employees’ skills and qualifications with contemporary
work requirements and conditions. This consideration
should take into account the current trends prevailing in
the industry.

Personnel management is one of the key functions
of any organization, and it can be a critical factor that
determines the success or failure of the organization,
can become a real leader of the future. It is important to
note that personnel management is an element of social
management, traditionally understood as the management
of people and their teams [1].

In the conditions of a market economy, one of the
most pressing issues is enterprise management from the
perspective of economic security. Enterprises constantly
have to face various threats and adapt to them, and therefore,
their successful functioning in a market economy requires
the establishment of an effective system of economic
security measures. Over the years, there has been a growing
increase in threats from within the workforce, resulting in
a deterioration of the enterprise’s economic security due to
heightened risks in personnel management.

On the estimations of specialists, such risks can not only
lead to financial losses for the enterprise but also result in
complete loss by the owners or significant reduction in the
market value of assets. Personnel security of the enterprise
is one of the most crucial components of its economic
security. Therefore, the overall security of the enterprise
depends on how effectively the issues related to personnel
security are addressed [7].

Analysis of recent research and publications

In contemporary economic literature, issues of security,
including personnel security of enterprise employees,
receive significant attention. This attention is based on
the works of renowned domestic and foreign scholars,
such as O.A. Kyrychenko, V.S. Sidak, O. Yu. Lashchenko,
A.V. Kozachenko, V.P. Ponomarov, O.M. Lyashenko,
L.M. Tomanovich, N.V. Cherednichenko, and others.
Despite numerous studies on this subject, personnel
security of enterprise employees still requires further
research, particularly focusing on directions to improve
the effectiveness of personnel security management at the
enterprise. Therefore, the issue of employee safety remains
highly relevant for enterprises of any ownership form.

Formulation of the goals of the article

The purpose of this article is to justify the concept
of security and the role of personnel security within

the framework of enterprise economic security. It aims
to identify and establish directions for enhancing the
effectiveness of personnel security management at
the enterprise.

Presentation of the main research material

Employee safety holds a significant position among
other aspects of the security system, as employees are
involved in all processes taking place within the enterprise.
Coordinating these elements will ensure the successful
functioning of the business, as targeted efforts towards the
employees will serve as a guarantee of their safety.

Most authors agree that enterprise security is a condition
for protecting business from undesirable influences, both
external and internal behaviors, while making the most
effective use of available resources (business potential).
Enterprise security is a comprehensive concept that
includes material, financial, energy, informational, techno-
technological, legal, and employee safety, which is one of
the most crucial factors in ensuring enterprise security. It
should be noted that all these components of enterprise
security are closely related to the activities of personnel —
personnel security. Therefore, personnel security of the
enterprise is a vital condition for successful enterprise
management. The concept of “personnel security” has
diverse definitions due to the plurality of approaches to its
understanding.

The essence of personnel security of employees is
characterized by various approaches, which, in accordance
with diverse objectives, ensure the core tasks of personnel
security at the enterprise, including:

— ensuring sustainable development of the enterprise
and risk neutralization.

— protecting the interests of the enterprise and
employees from unlawful actions.

— preventing theft and destruction of property, material
assets, etc.

— preventing embezzlement of funds and materials.

— safeguarding commercial secrets and preventing
incitement to conflicts.

— implementing information on production activities
and personnel safety management.

The analysis of scientific sources on personnel security
of the enterprise showed that there are such approaches of
scientists to understanding its essence:

1) The analysis of scientific sources on the subject
of personnel security at the enterprise reveals different
approaches adopted by scholars to understand its essence:

Process approach: According to this perspective,
personnel security of the enterprise is a process aimed at
preventing negative impacts on the economic security of the
enterprise through risks and threats related to the personnel,
their intellectual potential, and labor relations [9].
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2) Structural approach: This approach considers
personnel security of the enterprise as a crucial component
of its economic security. It aims to identify, neutralize,
prevent, divert, and mitigate threats, hazards, and risks
directed at the personnel and their intellectual potential, as
well as those originating from within the personnel. This is
achieved through the implementation of an effective human
resource management system and personnel policies at the
enterprise [4].

3) Functional approach: The functional approach to
personnel security at the enterprise refers to the combination
of socio-economic, managerial, social, and psychological
processes aimed at safeguarding the enterprise’s activities
from threats arising from human factors [8].

4) Targeted approach: This approach justifies
personnel security of the enterprise as a state of protection
of socially progressive interests of the organization,
concerning the development and improvement of its
human capital, supporting an effective human resource
management system, and minimizing risks associated with
this component [5].

To establish an effective personnel security, the
following principles should be observed:

1. Principle of Consistency — harmoniously aligning
personnel security with the corporate strategy and
personnel management strategy.

2. Principle of Legality — based on compliance with
applicable legislation.

3. Principle of Morality — entails fostering a strong
organizational culture and adhering to a moral code
regarding personnel.

4. Principle of Interest — ensures employees’
adherence to strategic and tactical decisions as per internal
requirements and rules.

5. Principle of Economic Efficiency — achieved
through the practicality of the developed personnel security
strategy and achieving results.

6. Principle of Interaction — involves engaging external
security stakeholders.

7. Principle of Promptness — focused on implementing
adaptive security measures promptly.

Forming an effective personnel security is carried
out through strategies and tactics in conjunction with
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the enterprise’s mission, which determine the vector for
ensuring the appropriate process.

Strategic objectives are aimed at ensuring personnel
security by protecting each employee, safeguarding
the economic interests of the enterprise, and achieving
maximum results (figure 1).

It is known that for any enterprise, regardless of its
ownership form and type of activity, personnel are the
most important resource. At the same time, the personnel
also serve as a source of internal and external threats to
personnel security.

Internal  risks  include: inadequate  employee
qualifications, lack of a training system, absence or weakness
of corporate policies, and labor management practices.

External risks include: inflationary processes affecting
employee income, external pressure on employees,
employee motivation by competitors, and direct employee
bribery [2; 3].

As employees are the most critical part of personnel
security, it is essential to provide conditions that help avoid
the influence of negative factors and risks that can lead to
a decrease in overall performance, cause various conflict
situations, and increase employee turnover. Therefore,
security services operating within the enterprise must
promptly realize, eliminate, and prevent any negative
consequences they might have.

Special attention should be given to the selection of
employees, which can be facilitated through the use of
personnel agencies, job fairs, social networks, the Internet
(especially the company’s website) for recruiting new
employees [6, 10].

Having studied the advantages and disadvantages of
the human resources activities of the company “Agency
“DZHEB,” proposals for enhancing the management of the
company’s personnel security are developed as follows:

— introduce the position of IT recruiters responsible
for the quality and quantity of highly skilled managers and
specialists in the field of SMM;

— improve the employee motivation policy by
emphasizing non-material incentives;

— conduct surveys among employees to assess job
satisfaction and working conditions, with the aim of
reducing the workforce;

Strategic objectives of formulating personnel security.

v v v v
Personal Resistance to internal Protection of the Mobility and
protection of and external threats economic interests of] resilience of
personnel the enterprise personnel policy
Harmonious Innovative activity of High level of

combination of the
labor potential of the
enterprise

the enterprise

economic security of
the enterprise.

Fig. 1. Strategic objectives of personnel security formation [2]
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— develop strategies to ensure the safety of the
company’s workforce by making the management
apparatus of employees a purposeful and effective tool for
enhancing the company’s competitiveness;

— implement a unified Human Resources Information
System (HRIS) for personnel management and establish
an effective system for ensuring the personnel security of
employees.

Conclusions

In order to increase the safety of employees, it
is necessary to take appropriate measures, because
certain people are directly behind all processes, and the
effectiveness of activities depends on this, in particular:

1. Selection and verification of potential candidates,
checking references, identifying the most experienced and
reliable personnel.
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2. Internal control and of
circumstances and threats.

3. Providing material incentives.

4. Offering social benefits.

5. Creating a favorable emotional climate during
interactions between employees, promoting respectful
attitudes from both the personnel and the public
administration institution itself.

6. Implementing mentoring programs, conducting
training and various educational activities.

7. Proper and well-founded screening of external and
internal threats from personnel.

Overall, implementing all these measures
in combination can have a positive impact on
ensuring the personnel’s safety and security within
the enterprise.

timely mitigation
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It is noted that the main value of any enterprise is usually considered to be its
employees, and the enterprise itself is viewed not as a mechanism for making
a profit, but as a way of organizing people and their potential. New requirements
for the training and retraining of management personnel are identified. HR-
management as a science that focuses on human resources, their formation and
development in accordance with the strategic goal of the enterprise is revealed.
The choice of sources of formation of the personnel reserve is allocated. It is noted
that an employer at any enterprise, when forming a personnel reserve, needs to
make a choice and prioritize among the sources of formation. It is substantiated
that when forming a personnel reserve, the choice is always made in favor of
hiring new employees. It is noted that the purpose of the declared activity is aimed
at improving the economic result of the organization (even if indirectly) and at
avoiding mistakes when working with the reserve. The theoretical approaches to
the content and mechanism of formation of the personnel reserve are investigated.
The sources of formation of the personnel reserve, advantages and disadvantages
of the internal personnel reserve are analyzed. It is established that the potential
reserve is formed by managers, specialists, and workers who meet the basic
requirements in terms of education, specialty, and height. It is determined that the
talent pool is closely related to increasing the motivation of employees who are
aware of the seriousness of the prospects for professional and career growth at
the enterprise. Attention is focused on the criteria for forming an internal reserve
and assessing the effectiveness of work with the personnel reserve. The article
highlights the work with the talent pool on the example of private joint-stock
company “Ukrainsky Grafit”, where the main regulatory document governing
the mechanism of formation is the Regulations on work with personnel reserve.
It is emphasized that the task of the Regulations of private joint-stock company
“Ukrainsky Grafit” is to establish uniform organizational principles in working
with the reserve and to create a system for training the reserve of management
personnel at the enterprise. The main information sources of private joint-stock
company “Ukrainsky Grafit” regarding the consideration of candidates for the
personnel reserve are disclosed. It is determined that in the event of vacancies at
the enterprise, the internal personnel reserve is considered first to fill the vacancy.
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3a3HayeHo, 11O TOJIOBHOIO IIHHICTIO OyAb-SIKOTO MiJNPUEMCTBA 3aBEJCHO
BBa)XaTH ii CIIiBpOOITHHKIB, a came MiANPHEMCTBO — PO3IVIAIAIOTh HE K MEXaHI3M
BHIOOYTKY MpHUOYTKY, a AK CIoci0 opraHizamii Jrofei Ta IXHBOTO MMOTEHINAITY.
3yMOBJICHO HOBi BUMOTH IO MiATOTOBKH Ta MEPEIMiATOTOBKH KEPIBHUX KaJpiB.
Poskpuro HR-MeHEmMKMEHT K HayKy, [0 MPUIUISLE TOJIOBHY yBary KaJapOBHM
pecypcam, ix (GOpMyBaHHIO, PO3BUTKY Yy BIAIOBIJHOCTI CTpaTeriuHiii Meri
mignpueMcTBa. BruokpemieHo BHOIp Jpkepen (OpMyBaHHS KaJpOBOTO PE3EpPBY.
3a3HayeHo, 110 pPoOOTO/AABIIO HA OyAb-SKOMY MiJIPHEMCTBI Ipu (OopMyBaHHI
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KaJpOBOTO pe3epBY HEOOXiTHO 3pOOHUTH BHOIP 1 PO3CTABUTH MPIOPUTETH CEpen
mwkepen GopmyBanHsa. OOTrpyHTOBaHO, MO TIpH (HOPMYBaHHI KaIpoOBOTO PE3epBY
3aBXU BUOIp pOOUTHCS HA KOPUCTh IPUIOMY HOBHX CHIBPOOITHHKIB. 3a3HaYEHO,
IO MeTa 3asBiCHOi MiSUIbHOCTI CIpsIMOBaHAa Ha TMOJIMIIEHHS EKOHOMIYHOTO
pe3yabrary opraHizauii (Hexail HaBiTh HENPSIMOTO) 1 Ha YHUKHEHHS TIOMHUJIOK ITiJ|
qac poOoTH 3 pe3epBoM. J{ociTiHkeHO TEOPETHYHI IIXOAN 0 3MICTY Ta MEXaHi3My
(opMyBaHHS KaapoBOTO pe3epBy. [IpoananizoBaHo mxepena popMyBaHHS pe3epBy
KaJpiB, IEpeBary Ta HEIOJIKK BHYTPIIIHFOTO KaJpOBOTO pe3epBy. BcTanosieHo,
0 TOTEHI[IHHUN pe3epB YTBOPIOIOTH KEPiBHUKH, (GaxiBIli, POOITHUKH, SKi
3aJI0BOJIbHSIIOTH OCHOBHI BUMOTH 33 OCBITOIO, CIIELialIbHICTIO, 3pocTy. Bu3HaueHo,
10 KaJPOBHI Pe3epB TICHO MOB’A3aHUI 3 MIIBUIIICHHSAM MOTHBALlIi MPAIliBHUKIB,
SKI YCBIZIOMJIIOIOTh CEpPHO3HICTH IEPCIEKTHBH INPOQECciifHOro Ta Kap’€pHOTO
3pOCTaHHS Ha MiINPHUEMCTBI. 30CepeKeHa yBara Ha KpUTEpisx (hOpMyBaHHS
BHYTPIIIHBOTO pE3epBY, OMIHII €(EKTHBHOCTI POOOTH 3 KAaIpOBHUM DPE3EPBOM.
Buceitiena po6ota 3 kaapoBuMm pezepBoMm Ha mpuknani [IpAT «YkpaiHchkuit
rpadit», B SKOMYy OCHOBHHM HOPMAaTHBHUM JOKYMEHTOM, [0 PETYJIIOE MEXaHi3M
¢dopmyBanHs € [lonokeHHs TIpo poOOTy 3 KaJAPOBUM pe3epBoM. BuoxpemiieHo,
mo 3aBaaHHsAM [lomoxenus IIpAT «VYkpaincekuil TpadiT» € BCTaHOBIECHHS
€IVHUX OpraHi3allifHuX TPUHIOUIIB y poOoTi 3 pe3epBOM Ta CTBOPCHHS
CHCTEMH TIATOTOBKM pe3epBy KEpiBHUX KaapiB Ha miampueMcTBi. Po3kpwurti
ocHoBHI iH(popmamiiiHi mirepena [IpAT «VkpaiHcekuil rpadit» 1010 pO3LILY
KaH/IM/IaTiB KaJ[poBOTO pe3epBy. Bu3HaueHo, 110 y pa3i BUHUKHEHHS BaKaHTHUX
1ocaj Ha IiJIPUEMCTBI y NepIly Yepry JUisl 3aIllOBHEHHS BaKaHCIT PO3IVISIA€THCS
BHYTpILIHIN KaJpOBUH pe3epB.

Formulation of the problem tool even for a line manager, who in this way directs and
motivates the activities of his subordinates.

It is also difficult for HR managers to accept that
qualified employees cost money and effort to retain them.
It’s no secret that our most common “method” of personnel
management in crisis situations is “patching personnel
holes.” It is almost the only method of HR management
even in more stable enterprises, since most of our top

managers are used to working systematically, giving

A significant problem faced by company managers
today is the lack of specialists on the labor market who
would not only carry out high-quality management
procedures for personnel, but also connect the personnel
policy of the company with a defined strategic goal. This
problem is relevant even for successful business structures.

Every enterprise that plans its further development

must have the necessary human resources to fulfil
the production tasks that are part of its development
programmes. Personnel, in turn, being one of the most
important resources, needs to be developed. The work on
the formation and preparation of a reserve for promotion
to senior positions of the enterprise is carried out in order
to more effectively use the potential of human resources,
improve the quality of management personnel, and motivate
employees to grow professionally and professionally. The
prospect of an employee holding a position with greater
authority and responsibility is one of the significant
motivational factors for his or her highly effective work.

The formation of a personnel reserve is one of the main
functions of personnel management, because the presence
of professional “reserve players” is the key to the success
of any enterprise.

To implement this area of work with personnel,
a personnel reserve is created to fill primarily managerial
positions. In the current conditions of socio-economic
development, the relevance and practical importance
of forming a company’s personnel reserve is due to
the increased competition for qualified labour in the
labour market.

The personnel reserve formation program is aimed at
creating a system of continuous professional and career
development of employees. Providing an employee with
feedback on career growth is a powerful management

strategic status to the personnel reserve, only by word of
mouth.

It would seem that any manager is aware of the need
to introduce a new employee as quickly as possible,
who will make it possible to change the situation for the
better. However, the most traditional methods of working
with personnel do not contribute to this, and sometimes
additionally slow down the process that has barely begun.

In the absence of a personnel reserve, the problems
that arise fall like “thunder from a clear sky”, the top
management is deprived of the opportunity to predict and
manage the situation, because in the best case, it receives
information about what happened, after the fact, when it is
too late to change anything.

Analysis of recent research and publications

In the HR management system, sufficient attention
is paid to methodical and organizational conditions for
the formation of the personnel reserve. A significant
contribution to the study of theoretical, methodological
and practical aspects of the formation of the personnel
reserve at enterprises, the forms of preparation of the
reserve, the criteria and stages of the formation of the
reserve was made by such scientists as: Savchenko V.A.
(personnel development), Sochinskaya-Sibirtseva .M.,
Dorenskaya A.O., Tushevskaya T.V. (HR-management),
Dyakiv O.P., Ostroverkhov V.M. (personnel management),
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Balanovska T.I., Mykhailichenko M.V., Troyan A.V.
(modern technologies of personnel management) and
others. But, despite a significant number of works, issues
related to the selection of candidates and the assessment
of personal qualities of candidates remain insufficiently
researched. It is appropriate to emphasize that competence,
professional training, work experience, organizational,
business, moral qualities, opportunities for further growth
of the employee should be of decisive importance when
selecting candidates for the personnel reserve.

Formulation of the goals of the article

The purpose of this article is to summarise the
peculiarities of formation of the enterprise’s personnel
reserve in the sphere of personnel motivation.

Presentation of the main research material

Personnel development is a systematically organised
process of continuous professional training and education
of employees to prepare them for performing more complex
production functions, professional and qualification
advancement, formation of a reserve of managers and
improvement of the social structure of the organisation’s
personnel [1].

The company should encourage further professional
growth of its employees at different levels of the hierarchy.
However, special attention should be paid to senior
management positions, as they have a significant impact
on the development of the enterprise. It is important to be
able to identify candidates who demonstrate leadership
qualities and aptitude for management among your staff
and specifically prepare them for management positions.
This can be implemented in practice through planning and
training of the personnel reserve [2].

Depending on the approaches to the formation of
the composition of managers, two types of personnel
reserve are distinguished: internal and external. The
internal personnel reserve is formed from the company’s
employees. The external personnel reserve is formed from
the number of:

— graduates of specialised educational institutions who
have successfully completed an internship at the company;

— candidates who were interested in HR, but for some
reason did not come to work in the company at the time
of the interview; candidates whose data were obtained
on the basis of monitoring the achievements and career
development of key industry professionals [2].

The advantage of the internal personnel reserve is that
the reservist is sufficiently familiar with the organization,
its structure, organizational culture, has personal contacts
with work colleagues, and is less susceptible to being
dragged to other enterprises.

The disadvantages of the internal personnel reserve
include the fact that the reservist does not always enjoy
authority among his colleagues, sometimes does not show
interest in innovations.

The reserve for positions should be formed on the basis
that the employees enrolled in it have a real chance to
advance. To determine the optimal number of personnel
reserves, it is necessary to determine:
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— the enterprise’s need for management personnel for
the nearest or longer term (up to five years);

— the actual number of currently prepared reserves of
each level;

— the approximate percentage of individual employees
leaving the personnel reserve (for example, due to failure
to complete an individual training program, in connection
with departure to another district, etc.);

— the number of managers released as a result of
a change in the management structure, which can be used
for management activities in other areas [3].

When implementing programmes for selecting the
reserve, the organisation should assess the need for
managers, the time of their appointment and the specifics
of their activities. Only on the basis of these data is it
advisable to select the personnel reserve and develop its
training programmes [6].

The company uses the following sources of information
to select candidates for the personnel reserve: certification
materials; results of the work of the team managed by the
candidate for nomination; materials of personal affairs;
data characterizing the qualifications of employees, labor
activity; results of interviews with a reserve candidate,
feedback from colleagues [7].

The procedure of selection into the personnel reserve
must be regulated and coordinated with other procedures —
nomination, appointment. Selection to the reserve for
management positions is carried out by the top management
of the enterprise and the human resources management
department confidentially, for a specific position, taking
into account three main criteria:

— compliance of individual characteristics of the
candidate with the profile of an ideal employee in this
position, which is determined by methods of expert
evaluations and testing;

— the results of work in the position he currently holds,
according to the certification results;

— the candidate’s level of preparation.

The general list of applicants must be secret, it is known
only to the first supervisor and the personnel manager [5; 10].

The process of forming the personnel reserve should
be continuous and flexible in accordance with production
requirements, coordinated with other areas of work
with the organization’s personnel. The preparation of
the personnel reserve is a rather difficult process, which
requires constant attention from the head of the enterprise,
the personnel department at all stages of the formation of
the reserve.

The appointment of the head of a structural division,
the promotion of a specialist to a managerial position
should not take place spontaneously in connection with
a sudden vacancy, but should be planned systematically,
based on the gradual replacement of the vacated position
of the manager [2].

Quantitative characteristics of the state of work with
the personnel reserve are characterized by a number of
indicators (Table 1).

Let’s consider the peculiarities of the formation of the
personnel reserve on the example of PrJSC “Ukrainian
Graphite”. Personnel reserve is a group of managers and
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Table 1 — Indicators of quantitative assessment of work with personnel reserve

Indicator

Calculation methodology

Effectiveness of training managers

Number of key positions for the period occupied by representatives of the reserve

L . E = —
within the enterprise . Number of vacant positions
Effectiveness of training managers E - Number of key positions for the period occupied by representatives of the reserve
within the enterprise . Number of vacant positions
1 The number of reserves that left the company during the period
Fluidity of the reserve F = pany P

Average number of reserves for the period

Number of years in the reserve before taking up the position

Average length of time in the reserve [t =

es. The number of members of the reserve who took up the position

Number of key positions with successors

Reserve readiness

Total number of key positions

specialists, potentially capable of managerial activities,
who meet the requirements set forth by a certain position,
and after appropriate professional training can occupy
managerial positions [8]. The internal personnel reserve is
formed from the company’s employees.

The main purpose of working with the internal reserve
of personnel at the enterprise is:

— full and timely supply of the enterprise with
competent and managerial personnel;

— identifying among the employees persons who have
the potential to be appointed to a managerial position and
effective use of their creative potential;

— creating real prospects for professional and career
growth;

— ensuring timely replacement of managers in
connection with reaching retirement age or for other
reasons, competent and capable of managerial work of
employees;

— achieving optimal arrangement and rotation of
managers, specialists;

— attraction of younger employees to key positions;

— reduction of the period of adaptation to the position
of manager by newly appointed employees [4; 9].

It should be noted that the mechanism for forming
a personnel reserve at an enterprise is determined by the
Regulation on work with the personnel reserve, which has
its own structure (Fig. 1).

When selecting candidates for the reserve for
management positions of the enterprise, the following are
taken into account:

— account data (age, education, information on labor
activity, etc.);

— employee’s health status, family circumstances;

— managerial potential (dedication, responsibility,
initiative, leadership qualities, ability to make decisions
independently, balance, self-control, ability to see the
future, ability to acquire new knowledge and new methods
of work);

— organizational skills (possession of business
communication and management skills, ability to work in
a team and rationally allocate working time) [9].

The qualification commission evaluates each applicant
and makes a conclusion about inclusion in the reserve,
inclusion with comments and exclusion.

Only after the list is approved, employees are notified
of inclusion in the internal reserve or exclusion. Exclusion
of an employee from the reserve is carried out:

— in connection with the unsatisfactory results of his
activity;

— insufficient
qualifications;

— unworthy behaviour;

— due to the deterioration of health;

— by age.

Work is carried out with the persons included in
the personnel reserve, which will contribute to the
improvement of the professional level of employees
and their preparation for the performance of functions
in a managerial position. For this purpose, an individual
training plan is developed for a specialist who is included

work on improving business

Regulations on work with personnel reserve

~_

1. General provisions

2. Main principles of formation

3. Structure and procedure for forming a personnel reserve

4. Procedure for training employees enrolled in the personnel reserve

5. Responsibilities of officials responsible for working with the personnel reserve

Fig. 1. Structure of the Regulation on work with the personnel reserve [9]
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in the reserve. The individual plan includes the following
measures:

— joint work of a candidate for a managerial position
and a mentor;

— temporary performance of the duties of an absent
manager during his vacation or business trip;

— internship in a managerial position;

— work in projects and execution of powers delegated
by the mentor;

— participation in working groups, meetings;

— solving certain production tasks;

— employee performance assessment.

The individual plan is developed directly by the head of
the structural unit and agreed with the director by direction.

During the formation of the personnel reserve, the
role of the manager changes: from a direct supervisor,
he turns into a consultant who delegates opportunities to
the employee. In the process of delegation, the reservist’s
training goals can be discussed, supplemented, adjusted
taking into account the realities that the reservist saw.

At PrJSC “Ukrainian Graphite” considerable attention
is paid to reservists, but for some reason mentors remain
in the shadows. Therefore, it is advisable to create an
effective system of motivating the mentors themselves to
perform their functions by:

— regular allowance for mentoring (monthly/quarterly);

— encouragement of mentors whose reservists have
demonstrated the best results of training according to the
conclusions of the qualification commission during the
interim or annual evaluation.

If necessary, it is useful to conduct internal training of
mentors in the skills of transfer of experience and assistance
in the development of reservists.

Thus, the process of forming an internal personnel
reserve at the enterprise involves: firstly, ensuring reliable
succession when replacing managerial positions of
structural divisions, secondly, minimizing the possibility
of appointing an untrained worker or one who does not
meet the requirements, thirdly, creating conditions for
stimulating creative activity.

Work with the personnel reserve at PrJSC “Ukrainian
Graphite” is an element of the system of career growth and
motivation, which does not require significant investments,
but gives the opportunity to obtain appropriate results.

The availability of a personnel reserve of trained
specialists enables the enterprise to significantly reduce
the costs of recruiting and adapting new employees, as
well as to build a system of investments in personnel
development, which, in turn, significantly increases the
non-material motivation of employees and contributes to
their retention at the enterprise. In addition, the presence
of a prepared personnel reserve makes it possible to
significantly reduce the company’s risks in case of illness
of key employees or the occurrence of other unforeseen
circumstances.

Clearly defined guarantees of professional growth
and career advancement are important as a motivating
factor. This is a serious moral and psychological motive
for employees’ labour activity, based on each employee’s
natural desire for self-affirmation and recognition of their
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usefulness and significance in the team. It is important to
create an environment in the team where everyone knows
the prospects for their growth — in qualifications and in
their position.

Conclusions

The personnel reserve can be used both as an approach
to evaluating the efficiency of employees and, if necessary,
as a basis for determining rewards based on results —
bonuses.

The essence of forming a personnel reserve is to form
a list of key tasks. It is very important that the performance
of each task can be evaluated. Correct understanding
of the employee’s goals creates the possibility of their
achievement. When setting goals competently, the employee
realizes that he is fully responsible for completing the task,
even if there are a number of external objective reasons.
Their task is to overcome obstacles that stand in the way of
achieving their goals. Having clear goals and objectives is
a powerful motivating factor.

“Voluntary retirement” of experienced employees
threatens the need to look for new, less qualified and
experienced employees, which may ultimately affect the
quality of manufactured products.

Analyzing the implementation of organizational
innovations, it should be noted that this process is far
from painless. Most often, it is necessary to overcome the
resistance ofthe staff. Itarises due to various specificreasons,
to which the five most common reasons are added: fear of
the unknown, a sense of insecurity and uncertainty that has
arisen (due to the lack of guarantees), lack of involvement
in the process of future changes, lack of time to implement
an innovation due to a large volume of operational work,
past negative experience of implementing change projects.
And if the resistance is provoked by the lack of information
or its misinterpretation, it will be logical to relieve the
tension by providing true and complete information about
the program for the formation of a personnel reserve, as
well as to attract employees to participate in it, convincing
them of the need for this measure. Having spent a certain
amount of time and effort, the top management receives
active participants of the program with strong motivation.
Resistance can also be overcome thanks to the stimulation
and support of employees.

However, the internal reserve of the enterprise should
not be limited only to the key positions of managers
of the upper and middle management levels. The most
effective functioning of enterprises is also facilitated by the
inclusion in the personnel reserve of managers of the lower
level of management, professionals with good training and
potential for career growth.

When the enterprise is developing, increasing the
volume of production, it is quite justified to invite workers
to new workplaces, specialists to low-level positions. But
it is necessary to fill vacant positions of professionals and
managers mainly from one’s own personnel resources. This
is a justified employment policy, an important component
of corporate culture [1].

The process of training reservists can last a long enough
time, provided the company uses modern methods of
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market analysis and long-term planning, but such training  into account that the greatest value will not be an employee
of its own personnel can justify itself in the future. who possesses exceptional knowledge, but one who is able

Therefore, when working with personnel, especially to constantly master and learn new things, and then apply

when forming a personnel reserve, it is necessary to take  his own knowledge in practice.

10.
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This article delivers a comprehensive study of marketing instruments used
amongst morally compromised industries like alcohol production. Further it
describes adverse effects of obesity and alcohol altogether. This article works with
fundamental life building constructs such as a choice of life through increased
sales in the firm of fattening and silently killing products (i. e. alcohol) over
creating a false concepts of acceptance of fat people for whom they are (obese
and fat people are being called socially acceptable group of reasonable individuals
and somewhere even being idolized for their bravery to accept their fat bodies and
being able even to openly present it to public in social media). This article will
provide an insight towards creating a bond in between customer and a company.
Overall study shows a need towards healthy business attitude and usage of honest
marketing instruments.

MAPKETUHI'OBA TAKTUKA ACUMIJIAII ®IPMH JIO TOBEJIHKOBHUX 3MIH
CITIOKHUBAYIB I3 METOIO MAKCUMI3AIII MPUBYTKY NIJIMIPUEMCTBA
I MOPAJIBHUM AHTATOHI3M TAKHUX PIIIEHb KOMITAHII

Pena JI.C.
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Yxpaina, 69600, m. 3anopisicorca, eyn. Kykoecvkozo, 66

KutiouoBi ciioBa:

MapKETHHT,

MapKETUHTOBA JisUTBHICTB,
MICTKICTh PHHKY, IOTPEOH PUHKY,
TIPOIYKITist

JlocmimKeHo MapKeTHHIOBI 1HCTPYMEHTH, SIKi BHUKOPHCTOBYIOTBECS B MOPAJBHO
CKOMIIDOMETOBAHMX Tally3siX, TaKMX sIK BHUPOOHHLTBO ajkoromo. OrmrcaHo
HETaTUBHUI BIUTUB OKMPIHHS Ta AJIKOTOJIIO B IIIOMY. BHBUEHO OCHOBHI KOHCTPYKIIIT
NOOYIOBH XHTT, TaKi sIK BUOIP )KUTTS Yepe3 301IbLISHHS POIaXKiB Y (hipMi IIPOTYKTIB
KOPMOBOTO THITY JUISl JTFOICH Ta IPOJaXy MPOLYKTIB «MOBYa3HOTO BOMBCTBa» (TOOTO
aKoroiro). BrokpemieHo XnOHI KOHIIEMIII T IPHHHSATTS TOBCTHX JIFOICH, SKUME BOHU
€ (JIFOIM 3 OKUPIHHIM 1 «ITOBHI» JIIOMH, SIKMX HA3WBAIOTh COIIAJIBHO MPUHHATHOO
IPYIO0 PO3yMHHUX JIIOIIEH, & IECh HaBITh 000XKHIOIOTH 32 IXHIO XOPOOPICTh MPUIHATH
CBOI TOBCTI TiJla Ta HaBITh MOXYTh BIAKPUTO NPEACTABISTH 1€ TPOMAACHKOCTI
B COLIAIBHMX Mepexax). HamaHo po3yMiHHS TOTO, SIK CTBOPHTH 3B SI30K MiX
KITIEHTOM 1 KoMIaHieto. OOTpyHTOBAaHO HEOOXiIHICTB 37J0POBOTO ALJIOBOTO CTaBICHHS
Ta BUKOPHUCTAHHS YeCHUX MApKETHHTOBHX 1HCTPYMEHTIB.

Problem statement

that is, huge, plump, thick, with a strong posture, but not
“obese as overly fat and round”. Marketers creating false

Cognitive, subjective and behavioral acceptance of
ones’ body is hidden from discussion subject agendas for
moral reasons. However it makes nonetheless a great deal
of sense for marketing specialist to work with. Person’s
appearance many times is not conscious decision of him
or her and therefore been manipulated by marketers or
sales people. For instance, acceptance of fat people is not
a big problem of numerous diseases fatness can cause,
but instead marketers show fake respect for obese and fat
people. A simple example of this can be this sentence, when
the English word “Obese” is translated at the level of the
international company Google as “stout” or “corpulent” —
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hope for fat people to be accepted for whom they are,
when consciously and secretly sales person just desires to
sell another extra item to a fat person. Body shaming of
a fat body has been a great deal of (many times adverse or
harmful) psychological impact on personality development
of people in a society [1, p. 3].

Companies are subjected to morally unacceptable
and unstable choices in between saving human lives and
increasing companies’ profits.

Marketers are unaware of sales techniques that could
lead the company into long hall of shame or vice versa
increase socially acceptable presence on the market.
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Production industries of poisonous substances like
alcohol companies are only contributing into fattening
people and piling up more diseases on top of all existing.

Marketers are creating a vague global comprehension
of obese people as a socially acceptable form of living.
It is totally fine for sales industries and for business
because they can sell more. However this popularization
of acceptance of “bigger body” (morbid obese people)
creates a long term disastrous effect for nation-wide scale
that accepts obesity as healthy lifestyle.

Analysis of recent research and publications

Mind Shift Center for Psychological Assistance
Services company calls body shaming of fat, obese and
morbid obese people as a bullying, they refer to it as
a disrespectful attitude, picking at a person, sarcasm,
agony, pressure, mocking, humiliating and any other form
of derogatory comments are considered as unacceptable
form of social behavior [2, p. 3].

As most of current and medically adequate studies
around the globe show, i. e. a study of national library of
medicine, that obese people are lazy, obsessed with weight
loss, experiencing problems with movements and heart
problems, due to fatness of heart and organs, they are
lack of confidence, motivation, happiness, life enjoyment,
engagement, self-worse or fulfillment, obese people are
limited in general world perception and discovery. Above
all fat people are generally disappointed, lightly depressed,
self-enclosed, felling anxious and somewhat useless.
Morbid obesity may create a pathological lack of personal
life, sexual intercourses, interpersonal relationships; lack
of creating new social contacts, gaining confidence and
crating new future plans. [3, p. 3].

Daniel G. Amen has published several reports on
studies about marihuana smoking and its influence on
brain activity [4, p. 1]. As well Daniel G. Amen has
many podcasts about consumption of alcohol and its
adverse affects on human body development as well as
on developing the brain volume. His studies are not
new but quite interesting nonetheless. However the
main point extrapolated from his research should be his
honest position about “the big lie” of alcohol industry in
particular that says that: “one or two glasses of red wine
are good for you” [5, p. 1]. Drinking creates not only
adverse effects in for of liver failure, dizziness, fatigue,
loss of consciousness or rational thinking, lower self-
worse value, absolutely horrific aftermaths results like
withdrawal from alcohol poisoning, immediate addiction
processes, destruction of muscles across whole body,
increasing cholesterol and body fat, fattening organs and
skin, damaging kidneys, pancreas, the prostate gland at an
unpaired androgen-dependent organ, it is affecting attacks
on heart failure in form of increased risk for damage to the
heart muscle. Alcohol may lead to breast and other types of
cancers such as: increases the risk of cancers of the mouth,
throat, esophagus, liver, and colon [6, p. 1]. Above all and
what most strikes about this particular substance is that
alcohol shrinks the brain. Dr. Daniel G. Amen researched
since 1991, that everyday drinkers have smaller size white
matter in the brain and ultimately smaller brain, and when

ISSN Print 2786-5150
ISSN Online 2786-5169

it comes to brain, apparently size matters. Grey matter
represents nerve cells bodies and brain cell bodies, white
cell matter represent tracks. Those, who drink a lot, have
more disrupted communication within the body than
those who do not drink. This disrupted communication
may lead to several different cancers types which are in
turn are bad for the brain. Nevertheless marketers at the
alcohol, knowingly about the adverse effects of alcohol
on human body and the brain in particular, will continue
the propaganda of “a great best way to support vessel
flow blood circulation” as a prerequisite for continues
and nonstop purchases and consumption of the slow
death potion.

The task of the article consists in the application of
previously developed marketing service activities ability
of a marketer to start to think differently, develop critical
thinking and show positive and negative impacts of
unhealthy life styles, particularly morbid obesity. Within
the scope marketers goal is to understand the instruments
used by lead sales industries and apply these knowledge
onto own business.

Marketer professionals should differentiate in between
standpoints of a process of selling to healthy people
is a very limited market due to the fact that healthy and
confident people are highly motivated, asserted, employed,
reasonable and engaged individuals. Healthy people know
what they are looking for, their goals and values; also they
are less susceptible to unreasonable marketing tricks and
pitfalls to which obese people are not as much ready to
fit. Thusly, marketers should be aware of standpoint of
selling to fat people, on the other hand, is an unlimited
play ground to sell, because fat people eat junk foods and
drink fluids that are not necessarily healthy or otherwise
good for overall wellness of their body and mind. Fat
people are limited physically in their mobility, thusly they
are more lenient towards buying stuff they don’t need and
they consume a lot more at the trade spot rather than taking
received values to place of residence [7, p. 1].

The main research material

The best way to sell your goods and services is to
convince majority of population that — being fat is good
for you. When medically speaking is very bad and morbid
obesity has numerous adverse effects in private life as well
as it creates health problems such as: blood clots in veins,
high cholesterol, heavy breathing, congested inhalation,
inability to wear the same size clothes, low mobility,
unattractive body during sex, inability to perform certain
physical jobs due to the extra weight, high blood pressure,
high levels of triglycerides (dyslipidemia), higher risks
of stroke and a heart attack. Becoming fat may involve
bringing new psychological phobias such as psychological
vulnerability, anxiety, panic, mania, paranoia, depression,
lower self-esteem, and lower social acceptance by them-
selves, fear, social anxiety, other types of phobias such as
fear of heights, enclosed spaces, unwanted perplexity, and
other adverse effects [8, p. 1].

These new range of personal customers’ problems may
assist the marketer to create a new product or to see a cloud
of new possibilities within psychological interference
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boundaries — customers’ fears. A new product that will
alleviate all previously mentioned phobias fears anxieties
and body problems, which technically speaking may take
an effect of a placebo or will not make any difference at
all. That is the goal of a marketer. Creating a brand new
feature, a brand new service, a brand new design that will
once and for all not only answer all the customer service
department questions but also fulfill life-long needs of
a client. Even better than that is to create a brand new
product or a service that could possibly serve longer than
one customer’s life-long purpose but will hold value
and increase it for this client’s own future generations to
work with. That ultimate very achievable role of product
may be easy to reach by just using fears and phobias and
transferring it into advantageous new reformed way of
understanding the product. Obviously, for alleviation of
all these problems it is not enough to eat, drink, wear new
clothes, new shoes, new cars, buy new jewelry, consume
new services. Certainly, if a person becomes fat, he or she
must visit a professional licensed dietitian, therapist, family
doctor or psychiatrist and resolve first of all physical and
psychological issues [9, p. 1].

However, a proficient marketer or a sales person may
choose not to engage into manipulating this fears nor
deepening the adverse effects, but instead the marketer may
choose to develop a friendly relationship with the customer.

Building a trust between the company and the client
would make a very small and insignificant influence on
business right away, meaning company may not even make
a sale or a profit this day; however building the trust will
help the company to grow overtime, in longer periods of
time, in long perspective. Untethered, complete and fully
integrated connection with customer’s needs, both actual
product’s, mental, physical and societal will highly increase
an ability to foresee future greater sales, bigger and more
motivated client’s awareness with the brand, free of charge
spread across all over the place of brand’s name and many
other positive and magnetic effects that would create
integrity and ascend mission of the enterprise [10, p. 121].

Depending on companies’ stage of strategic
development, on market availability or urgent needs of this
enterprise, a manager may choose fast and short income,
like one mid-size itemized sale over long and prosperous
trustworthy relationship with this particular customer.
These sorts of actions are absolutely not a mistake
economically and financially speaking, since the company
will make a little profit out of this sale. However fulfilling
deeper and more secret issues may lead to creating a bond
in between client and a firm.

With the creation and appearance of the internet in
early 2000s and popularization amongst customers and
businesses it is now crucial to work with the customer
instead of working on the customer. Seller may say it is
crucial to work with the customer instead working solely
with the product. Historically, before the internet, the
company was clearing business and reputation only on
papers or as much as market would have had allowed
a backlash for business to float on surface. Nowadays, all
businesses are online. It is practically impossible to hide
facts from public or society. Many businesses are dealing
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with 24/7 private surveillance, but some are dealing
with even harder way of business conduct is 24/7 public
surveillance. None of the ways are bad. In fact, with proper
attitude to business conduct publicity will allow business
to advertise sometimes for free of charge [11, p. 1].

Previously stated governmental rules dictated to
maintain mandatory review and feedback books of
customer’s overviews. Presently it is still a part of the
business but now these books transferred to review books
or customer pages or customer reviews online, social
media pages, private blogs, web page’s review, bank
order phone call review, etc. Thusly, any issue whether
it is small one or big one will immediately be going
online. This instant online work is very risky due to the
fact of low ability to control things fast if they are not
properly displayed. Therefore a company’s best strategy
is the long-term customer oriented strategy. When the
company chooses reputation over income then during
a small and insignificant mistakes the customer still
values the long-term perspective over short time mistakes,
regardless whether those mistakes were intentional or
unintentional. Of course making intentional mistakes for
the customer would most likely reduce the level of trust,
therefore any business should not do intentional mistakes
it is not in anybody’s interest neither companies nor
customers [12, p. 121].

Conclusion

There should be drawn a line of a true support of people
who are struggling with obesity or alcohol dependence
and support in sales should be provided for that client.
A real marketing professional should never indulge pure
gratification of one-self on using customers’ vulnerability
in purchase of the product into own personal gain.

Current enterprises that produce alcohol, regardless of
how much profitable alcohol consumption is, from dawn of
ages are making all their studies about obesity and morbid
obesity obsolete. Alcohol plays one of the main reasons
of body fattening, lowering self-esteem, addictions and
creating numerous diseases including various types of
cancer, degrading brain activity and reducing potential
for reproduction.

Alcohol industry knowingly using dirty marketing
tools of sales such as telling to a customer that: “one or two
glasses of wine weekly are healthy for the person”. Alcohol
not only inputting into obesity problem and creating a vast
number of psychological issues but as well it decreases its
reputation. In long term adverse effects of substance are
leading to inevitable dependence, anxiety, smaller and
less qualitative life span. There are many other tricks to
say otherwise that being fat and drunk in fun and cool,
however it is not. Nonetheless this is a peak of marketing,
creating a paradoxical way of thinking about the product.
Alcohol is being the top legal drug seller governed by the
own governments.

The same logic stands for alcoholics that consume even
1-2 glasses of drinks annually or more. These are the lead
customers with whole set of psychological problems and
heath deficits. These are the gullible audience that will
accept any truth to be told, because alcohol is clouding their
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true, concrete, critical and own judgment of their needs;
therefore they will rely on marketers’ suggestions and
personalized ads in social media. It is a moral responsibility
that each marketing professional will have to face during
the time of sale, whether it is own time in choosing the
industry of future advances in sales or in his or hers own
company’s mission during sales of goods and services.
Depending on the level of morality manager must
maneuver in between being morally good and making
money. Whatever he or she chooses is the correct way
except that instance when customer will suffer long
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and uncalled for consequences from this sale. It is own
marketer responsibility to choose whether building strong
firm relationships is an ultimate goal of the company. Fat
people are in physiological need of higher maintenance
starting from bigger amount of food required to purchase,
buying bigger clothes, shoes, purses, buying double seats,
bigger cars, bigger houses, and generally consuming more
items and services then a healthy and strong individuals.
An upper management may lead and advise on general
mission. As well educated sales professional will always
correct the work depending on the type of company’s

strategy and orientation.

in Patients with Morbid Obesity.

in Patients with Morbid Obesity.

URL: https://www.navis-stella.com/
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The article examines the issues of personnel policy of industrial enterprises in the
post-war period. The quantitative and qualitative composition of the personnel in the
industrial sector, the number of permanent employees, and the business’s innovative
activities have been investigated. It is noted that personnel serves as the foundation
for enterprise development, ensuring the stability of industrial enterprises. It has been
found that the number of permanent employees in the industrial sector is constantly
decreasing, and factors such as the implementation of automated systems and robots
replacing human labor, reduction of staff positions by transferring some production to
external enterprises, periods of economic crisis, changes in the enterprise’s activities,
cost reduction, changes in consumer demand, and demographic decline affect the
outflow of personnel. The dependence of industrial workforce on the country’s
population is determined. The demographic situation of Ukraine’s population
is considered, and the main indicators are calculated, namely: the index of the
population’s numerical strength of Ukraine; the index of the working-age population
of Ukraine; the index of the number of permanent employees in the industry. The
level of workforce turnover is analyzed, the main groups are investigated, and
their main reasons for the high level of workforce turnover are identified, based
on components such as personnel needs, employer requirements, external factors,
aspects, and factors for investigating the quantitative and qualitative composition of
employees. The main consequences of high workforce turnover are determined. It
is substantiated that in order to prevent a critical situation with personnel issues in
the future, a series of preventive measures have been formulated, which need to be
implemented soon for each individual industrial enterprise.

MPOBJIEMU KAJPOBOI NOJITUKHA MIPOMUCJOBUX NIANPUEMCTB

Koarouosi ciioBa:
IUTMHHICTH KaJpiB,

IITaTHI PaLiBHAKA
TIPOMHUCIIOBOCTI,

NPUYUHUA BUCOKOTO PiBHS
IUTMHHOCTI KaJpiB,
KIJIBKICHUH 1 AKICHUM CKJIa
MepCoHAIY i IIPUEMCTBA
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VY crarTi po3WIIHYTO NMpOoOJIEeMH KaJpOBOi MONITHKU MPOMHCIIOBUX ITiANPHEMCTB
y MICIIIBOEHHUH TIepiof. bymmo HocimKeHo KiTbKICHUM 1 SIKICHUH CKJIa]] TepCOHAITy
TIPOMUCIIOBO] TaTy3i, YMCENbHICTh ITATHUX MPAIliBHUKIB, IHHOBAIliifHA isIIBHICT
6i3Hecy. 3a3Ha4eHO, III0 IEPCOHAN BUCTYIIA€ OCHOBOIO /IS PO3BUTKY IiATIPUEMCTBA,
3a0e3neuye CTaOUIbHICT MPOMMCIIOBUX ITIANPUEMCTB. 3’SCOBAHO, IO B raiysi
MPOMHMCIIOBOCT]I KUIBKICTh INTATHUX MNpAIliBHHUKIB MOCTIHHO 3MEHINYETHCS, a Ha
BIATIK KaJpiB BIUTMBAIOTH TaKi ()aKTOPH: BIPOBAKCHHS aBTOMATU30BAaHUX CHCTEM
Ta poOOTIB, MO 3aMIHIOIOTH JIFONCHKY IIPAIf0; 3MCHIICHHS INTaTHUX MO3UIIIH
[IUTISTXOM TIepEBEICHHS YaCTHHH BUPOOHMIITBA Ha 30BHIIIHI i JIPHEMCTBA; TIEPiOIH
E€KOHOMIYHOT KpHW3U; 3MiHH HaMpsMKiB MisTIBHOCTI MiANPUEMCTBA; 3MEHIIICHHS
BUTPAT; 3MiHAMH B IOIMUTI CIIOKMBAYiB; 3MEHILECHHs IeMOrpaiyHuX MMOKA3HHKIB.
Bu3HaueHO 3aieXHICTh IITATHUX IMPAIiBHUKIB MPOMHCIOBOCTI BiJl YHCEIBHOCTI
HaceNieHHs KpaiHu. Po3misHyTo memorpadiuHmii craH HaceleHHs YKpaiHM Ta
PO3paxoBaHO OCHOBHI IIOKa3HUKH, & CaMe: iHAEKC KUTBKOCTI YUCEILHOCTI HasIBHOTO
HACeJICHHS YKpaiHH; iHIeKC KUTBKOCTI MpaIie31aTHOTO HACETIeHHS YKpaiHu; iHIEeKC
KUTBKOCTI INTaTHUX TMPAIiBHUKIB Yy TpomucioBocTi. llpoaHamizoBaHo piBeHB
TUTMHHOCTI KaJIpiB, OCIIHKEHO OCHOBHI I'PYIH Ta BHUSBJIEHO IX OCHOBHI NPHYMHU
BUHHUKHCHHS BUCOKOTO PiBHS IUTMHHOCTI KaJIPiB, SKi 0a3yIOThCS HA TAKUX CKITAJIOBUX
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SK: TOTpeOM IepcoHally; BHMOTH POOOTOAABIIA; 30BHIIIHI YWHHUKH, ACTIEKTH
W (akrtopu sl JOCTIDKSHHS KUTBbKICHOTO Ta SIKICHOTO CKIaay MpalliBHHKIB,
BCT@HOBJICHO OCHOBHI HACIIIIKW BUCOKOTO PiBHS IUTMHHOCTI KaipiB. OOIpyHTOBAHO,
110 ISl HEJOIYIEHHS KpUTHYHOI CUTYaIlii 3 KaJpOBUM INHUTaHHIM Y MaiilOyTHROMY
Oyno cdopMyIbOBAaHO psiJi TPEBEHTHBHHUX 3aXOAiB, KOTpi IOTPIOHO MOYaTH
peaitisyBary He3abapoM ISt KOYKHOTO IPOMHCIIOBOTO IIATIPHEMCTBA OKPEMO.

Statement of the problem

The industrial sector is a crucial component of any
country’s economy and plays a pivotal role in societal
development and prosperity. In light of military actions
within Ukraine’s territory, it is essential to preserve
and attract new scientific and technical potential of the
workforce, ensure stability in the post-war recovery of
the industrial sector, and create competitive products
for both domestic and international markets. Currently,
a major challenge is the significant outflow of working-
age population beyond the country’s borders and elevated
mortality rates among men and women of working age.
The permanent staff of industrial enterprises plays a critical
role across all business aspects — from product quality to
corporate culture and innovative business development.
The professional knowledge and expertise of employees
determine the quality of the products and services provided
by the enterprise. High employee qualifications enable
effective problem-solving and innovation implementation.
Mobilizing all possible resources for the recovery and
development of the industrial sector stands as one of the
primary tasks in the post-war period.

Analysis of recent studies and publications

The issues of personnel policy at industrial enterprises
have been studied by economists and researchers such as
Samolyuk N.M. and Yurchyk G.M. [5], Protsyk L.S. and
Kara N.I. [4], Yelyseyeva N.A. [2], Shevchenko V.S. [7],
Krushelnytska O.V. and Melnychuk D.P. [3],
Stepanova E.R., Nazarov N.K. [6], and Shubaliy O.M. [8].
This matter is currently highly relevant and demands
further in-depth research.

Objectives of the article

To investigate the state of personnel policy and analyze
the key indicators of the quantity and quality of staff in

1950000

1900000

\

industrial enterprises. Personnel policy is a fundamental
component of industrial enterprises; personnel address
all issues, and indicators of activities such as profit,
profitability, solvency, capital intensity, capital equipment,
and others depend on them.

The main material of the research

Since the country is under a state of war, many statistical
data are not accessible in the public domain, and other data
are difficult to analyze and systematize due to constant
destruction of critical and public infrastructure, losses, and
devastation of the Ukrainian population by Russian forces.
Therefore, it would be appropriate to conduct research on
this issue based on data from the 5 years leading up to 2022.

Work at industrial enterprises can be a significant
challenge for many individuals. It often involves physical
strain, routine tasks, and monotony. Safety of workers in
production environments is a crucial factor, where health risks
may arise due to hazardous equipment or materials. Additional
factors that complicate work include uncomfortable working
conditions, constant stress, and value misalignment.
These factors can lead to psychological tension and job
dissatisfaction. Work difficulties can be exacerbated by low
pay and a lack of opportunities for professional growth. All
these aspects make employment at industrial enterprises
demanding and challenging for many individuals.

The personnel of a company are a fundamental
component of business development and stability in the
activities of industrial enterprises. To analyze the state
of personnel, it’s necessary to examine two key aspects:
quantitative composition and qualitative aspects. Data
regarding the quantitative composition of staff in the
industrial sector are illustrated in Figure 1.

Analyzing these indicators, it is possible to conclude
that the number of permanent employees in the industrial
sector is consistently decreasing. This trend could be
attributed to various factors, including:

1850000
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sector (individuals)

2017 2018

Number of permanent
employees in the industrial

\

2019 2020 2021

Years

Number of permanent employees in the industry (individuals)

Fig. 1 — Number of permanent employees in the industrial sector (individuals) [1]
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1. The implementation of automated systems and
robots can reduce the need for manual labor. This leads
to the improvement of production processes, reduction in
production costs, and the substitution of human labor with
automated systems.

2. Industrial enterprises can choose to reduce their
workforce by outsourcing a portion of their production or
services to external companies specialized in the respective
activities.

3. Periods of economic crisis lead to a decrease in
demand for products and services, which can compel
businesses to downsize their workforce in order to maintain
financial stability.

4. A shift in the company’s direction of activity requires
a change in the organizational structure to align with the
new strategy.

5. Intense competition in the market may necessitate
businesses to reduce costs and enhance efficiency, which
can result in workforce reductions.

6. Shifts in consumer demand, external conditions,
or new technologies significantly impact changes in
production processes and the demand for employees.

7. Reduction in the working age population or changes
in demographic indicators affect the availability of regular
employees for certain industries and other factors.

Due to intense global market competition, businesses
must continuously develop and implement new
technologies, modernizing their technological processes
to achieve lower production costs and improved quality.
Therefore, innovative activities play a crucial role in the
operations of industrial enterprises, serving as a driving
force for progress in their scientific advancements and
new products based on innovations incorporated into
production. Information about innovation activities in the
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be attributed to various factors including economic,
technological, social, and political circumstances. As
the number of employees decreases while the number of
enterprises increases, it indicates the economically viable
implementation of innovative methods in the production
process, leading to the automation of many work processes
and reducing the need for a large workforce. However,
a negative aspect is the reduction in the number of jobs.

The dependence of the industrial workforce on the
population of the country is closely interconnected. The
decrease in the population figures is influenced by various
factors, including low birth rates, migration, economic and
social factors, low living standards, and other factors. Let’s
examine the demographic situation of the population of
Ukraine for the years 2017-2021 in Table 3.

For the purpose of illustrating the demographic
situation and visualizing the data, the following indicators
need to be calculated with respect to the year 2017. For
convenience, let’s introduce the following definitions:

—I(PU) — index of the population of Ukraine in relation
to the year 2017

current year population of Ukraine

1(PU)= x100; (1)

population of Ukrainein 2017
— I(LFP) — index of the labor force population of
Ukraine in relation to the year 2017

current year labor force

_ population of Ukraine

I(LFP)= x100;

2

labor force population
of Ukrainein2017

— I(RWI) — index of the number of regular workers in
the industry of Ukraine in relation to the year 2017

current year number of regular
workersin theindustry of Ukraine

industry is presented in Table 1. I (RWI) - x100. (3)
Analyzing the data from Table 2, an increase in the ~ number of regular workers
number of industrial enterprises is observed, which can in the industry of Ukraine in2017
Table 1 — Innovation activities of industrial enterprises [1]
Years
Indicat f1 tion Activiti
ndicators of Innovation Activities 2017 2018 2019 3020
Number of Implemented Innovative Products (units) 2387 3843 2148 4066
Expenditures on Innovations by Industrial Enterprises (million UAH) 2169.8 3208.8 2918.9 3486.3
Table 2 — Number of industrial enterprises in Ukraine [1]
. Years
Types of Enterprises 2017 2018 2019 2020 2021
Total (units) 42026 44425 47679 47806 49059
Large enterprises (units) 215 237 258 243 292
Medium enterprises (units) 4745 4866 5025 4918 4860
Small enterprises (units) 37066 39322 42396 42645 43907
Table 3 — Demographic Situation of Ukraine's population [1]
. . . Years
Population Indicators of Ukraine 2017 2018 2019 2020 2021
Total Population of Ukraine (individuals) 42584542 42386403 42153201 41902416 41588354
Working-Age Population of Ukraine (individuals) 17193200 17296200 17381800 17329900 16617200
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The obtained data from the calculations will be
presented in Figure 2, using the indicators of the year 2017
as the baseline at 100 %.

Figure 2 illustrates the relationship between the
population and its working-age population of the country,
and the number of full-time employees engaged in the
industry. Over a five-year period, Ukraine’s population
decreased by 5.55%, the working-age population
decreased by 3.35 %, and the number of full-time industrial
employees decreased by 2.4 %.

Assessing the quality composition of personnel is
crucial for ensuring the efficiency and successful operation
of a company. This process helps identify the strengths
and weaknesses of the team of employees, determine
development needs, and make strategic decisions to ensure
a high level of expertise and qualifications. To conduct an
assessment of the quality composition of personnel, it’s
important to consider the following aspects:

1. Analysis and evaluation of skills, knowledge,
and experience of employees to ensure they possess the
necessary expertise for effective job performance and have
a sufficient level of professionalism and expertise in their
specific fields.

2. The ability of employees to adapt to new conditions,
technological changes, and market demands.

104
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3. Assessment of employees’ ability to communicate
and interact effectively with colleagues, clients, partners,
showcasing their leadership potential and the ability to
manage and enhance work processes.

4. Confidence that employees adhere to and embody
the corporate culture and values of the industrial
enterprise.

One of the important indicators that characterizes the
quality composition of personnel is employee turnover.
Employee turnover refers to the change of employees
due to resignations initiated by themselves or due to
termination of the employment contract initiated by the
administration [8, p. 175]. The turnover coefficient is
determined by dividing the number of employees who
left or were dismissed from the enterprise (department,
section) during a given period by the average headcount
during the same period [8, p. 133]. Employees who meet
the requirements of the industrial enterprise and align with
the company’s policies are less likely to be dismissed.
According to data from Ukraine’s state statistics, Figure 3
depicts indicators of the employee turnover coefficient in
the industry.

There is no consensus regarding acceptable employee
turnover rates, and typically this indicator varies in different
research studies, depending on numerous factors. In their

100,7950818

100

98

97,72967265 2874

96
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97,6 ==
96,64983831
——

I(LFP)
I(RWI)
94,45089 7%= |(PU)

94,87856389

2020 2021

Fig. 2 — Demographic situation of the population of Ukraine
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Fig. 3 — Employee turnover rate at industrial enterprises [1]
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works, Samolyuk N.M. and Yurchyk G.M. [5] consider the
3-5% range as a normal level of the turnover coefficient,
and they regard values exceeding this range as excessive,
leading to economic costs. The same opinion is shared by
Yelisieieva N.A. [2].

Economists Protsyk 1.S. and Kara N.I. also consider
a turnover coefficient of 3-5% as a norm that wouldn’t
result in negative consequences for production. They
suggest acceptable rates of 12 % for small enterprises and
15% for large enterprises. When the turnover is below 5 %,
it leads to an aging workforce, limiting the development
and acquisition of new experience by employees, which
in turn reduces the competitiveness of the enterprise in the
market [4].

Stepanova E.R. and Nazarov K.N. differentiate the norm
of turnover coefficient for various personnel categories:
3-5% for top management, 5-7% for engineering and
technical staff, 10-15% for workers, and up to 20% for
unskilled labor [6, p. 17].

Analyzing the works of the aforementioned authors,
one can conclude that employee turnover in industrial
enterprises is significantly higher than the norm. To
understand the current situation, it is necessary to analyze
and systematize the main causes of the high turnover rate,
as presented in Table 4.

The reasons for employee turnover within a company
can be attributed to the three main causes of a high level of
staff turnover, namely:

1. Personnel needs. The relationship between the
employer and employees, which is a critically important
aspect of effective organization. These relationships define
the work environment, employee satisfaction, productivity,
and the overall success of an industrial enterprise.

2. Employer’s requirements. The demands that
an employer can place on the personnel are typically
determined based on the organization’s needs and the
specific requirements of individual positions.

3. External factors. External factors have a significant
impact on a company’s workforce. They encompass

Table 4 — Reasons for the high level of staff turnover
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a broad range of external conditions that can influence
employees’ work, motivation, productivity, and job
satisfaction. (Figure 4)

Conclusions

During the investigation of the personnel policy
status of industrial enterprises, the issue of a high level
of employee turnover in the industry was identified. This
leads to the following consequences:

1. Increased costs for recruiting new employees,
their training, and onboarding. It also requires time for
employees to adjust and acquire the necessary knowledge
and skills for effective work.

2. Frequent turnover can disrupt workflow processes,
cause instability within the team, resulting in decreased
productivity and loss of valuable knowledge and
experience that could have added value to the enterprise. It
also undermines stability and the ability to innovate within
the organization.

3.Increased  employee  turnover  complicates
management processes, task distribution, and organization.
It also leads to inadequate training of employees in
customer interactions, affecting service quality and more.

In the post-war period, the demographic situation is
expected to change significantly compared to 2017-2021,
and not in a favorable way. Therefore, it is crucial to
reduce the number of people leaving their jobs to stabilize
and make the industry economically viable. Many
experts already emphasize the shortage of professionals
in the field. To improve the situation, it’s important
not to overlook this problem and implement a series of
preventive measures and plans at each enterprise, which
should include:

1. Introducing additional reward and recognition
systems for employees to enhance their sense of importance
within the company.

2. Increasing competitive salaries.

3. Organizing training and development opportunities
to ensure ongoing professional growth and learning.

Autor

Reasons for the high level of staff turnover

Yelyseyeva N.A.

1. Termination based on legislative grounds in accordance with the Labor Code of Ukraine.

2. Employee’s moral and motivational intentions, which are rooted in real reasons that compel employees to
make the decision to leave their job. Various factors can contribute to this, such as dissatisfaction with the
level of compensation, delays in wage payment, personal circumstances, challenging and hazardous working
conditions, unacceptable work schedules, and other factors [2]

Protsyk L.S.,
Kara N.I.

1. Organizational factors that arise within the enterprise and encompass aspects such as payment, working
conditions and safety, opportunities for professional growth, degree of automation and work intensity,
psychological climate within the team, conflict levels, corporate culture, human resource management within
the organization, and more.

2. Personal factors that include age and gender of employees, level of education, work experience,
qualifications, physiological and psychological characteristics and attributes of personnel, and more.

3. External factors independent of the enterprise’s strategy, including the economic situation in the country
and region, family circumstances, and other external conditions [4]

Shevchenko V.S.

1. Controlled factors. Working and living conditions.
2. Partially controlled factors. Satisfaction with the team, relationships, forms of motivation.
3. Uncontrolled factors. Climatic, demographic, and social factors [7, p. 100]

Krushelnytska O.V.,
Melnychuk D.P.

1. Family and household circumstances.
2. Dissatisfaction with living and working conditions.
3. Violations of labor discipline [3, p. 160]
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4. Enhancing the quality of the employees’ benefits 6. Exploring possibilities for foreign and government
package. investments.
5.Providing safe and comfortable working A more detailed investigation of this issue will be

conditions to increase employee satisfaction and reduce possible after the end of the state of emergency and will
the desire to change jobs due to safety concerns or require analyzing the situation in the country and on each
discomfort. individual enterprise.
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The authors considered the role of Ukraine in the formation of world food security.
It was established that the export of agricultural products is a priority component
of the national economy. It is studied how the full-scale invasion of the Russian
Federation on the territory of sovereign independent Ukraine affects the export
of Ukrainian food. The state of Ukrainian food exports based on the results of
the 2021/2022 marketing year and 2022/2023 marketing year was considered.
The specifics of Ukrainian export of food and agricultural goods are analyzed.
The export potential of Ukraine has been proven in the conditions of protracted
military aggression and large-scale Russian missile attacks on the entire territory
of Ukraine, which have continued continuously for more than one year. The
authors considered current operational economic indicators and analyzed the
dynamics of their decline compared to pre-war data. The reasons for the decrease
in grain supplies have been established. Forecasts of various experts regarding
exports for the near future were studied. The authors presented relevant data and
graphical models for a more accessible understanding of the problem. The general
impact of the Russian-Ukrainian war on world food security is substantiated. In
the work, the authors emphasized the importance of Ukrainian food supplies at the
international level.

POJIb YKPATHHA Y ®OPMYBAHHI ITPOJIOBOJIBYOI BE3IIEKHA CBITY

Kymnip C.O., Anowina C.C.
3anopizbkuil HAYiOHANILHUL YHIgepcumem

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

Kuarouogi ciioBa:

MPOIOBOJIbYA Oe3TeKa, eKOHOMIKa,
EKCIIOPT, CUIBChKE TOCIOAAPCTRO,
pociiicbko-yKpaiHChKa BiliHa,
ITOCTABKH 3epHA

ABTOpamMH PO3MIIIHYTO POJIb YKpaiHH y (OpMyBaHHI ITPOIOBOIBIOI OC3MEKHU CBITY.
BcranoBneno, o eKcnopT MPOAYKIii CLTBCBKOTO TOCTIONAPCTBA € TPIOPUTETHOIO
CKJIa[I0OBOIO0 HAIIIOHAJIBHOI €KOHOMIKM. JIOCHiIKEHO BIUIMB ITOBHOMACIITAOHOTO
BTOPTHEHHsI POCIHCBbKOi (enepaliii Ha TEPUTOPIIO CYBEPEHHOI HE3aJIeKHOT
VYKpalHu Ha eKCHOPT YKpPaiHCHKOTO IPOIOBOJILCTBA. PO3IIAHYTO CTaH eKcropry
YKpaiHCBKOTO TIPOIOBONBCTBA 3a MimcymMkamu 2021/2022 MapKETHHTOBOTO POKY
ta 2022/2023 mapkeTHHTOBOrO poKy. IIpoaHamizoBaHo crieruiky yKpaiHCHEKOTO
€KCIIOPTY IIPOJIOBONIBIMX Ta CLIIbCHKOTOCTIONAPCHKHX TOBapiB. JI0BEZIEHO eKCIIOPTHUH
noTeHnian YKpaiHu B YMOBAaX 3aTsDKHOT BOEHHOT arpecii Ta MaciutaOHUX pakeTHHX
o0cTpinmiB pd yciel Teputopii Ykpaidu, ski Oe3lepepBHO TPHBAIOTH OLIBIIC HiXK
HPOTATOM OJHOTO POKY. ABTOpaMH PO3IIISIHYTI aKTyaslbHI OllepaTHBHI €KOHOMIUHi
MOKa3HMKH Ta MPOAHAJI30BaHO AWHAMIKY X CHAIaHHS HOPIBHSHO 3 JOBOEHHHMH
JaHUMH. BCTaHOBIEHO NPHYMHM 3MEHIICHHS MOCTaBOK 3epHA. JlocmimkeHo
MPOTHO3H Pi3HHUX €KCIIEPTiB CTOCOBHO €KCIIOPTY Ha HalOmmk4e MaiOyTHE. ABTOpHU
MONANM aKTyallbHi JaHi Ta rpadiudi Momesni il OUIbII JOCTYITHOTO PO3YMIiHHS
npobiemu. OOIPyHTOBaHO 3arajbHUN BIUIMB POCIHCHKO-YKpaiHCHKOI BIHHM Ha
MPOJIOBONEYY Oe3leKy CBiTy. Y poOOTi aBTOPH aKICHTYBAlUd Ha BaXKJIUBICTh
MIOCTaBOK YKPAiHCHKOTO ITPOAOBOILCTBA HA MDKHAILIIOHATEHOMY PiBHI.
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Formulation of the problem

The Russian-Ukrainian war has a negative impact on
the food security of both the country and the world, and
may limit the world food supply. With the beginning
of the full-scale invasion, a drop in the volume of
food exports from Ukraine became noticeable, which
caused additional pressure on global food security. One
of the main reasons for the decrease in exports is the
decrease in grain supplies, which is explained by many
factors, including the hostilities in the south and east
of Ukraine, which made more than a third of Ukrainian
fields unfit for sowing, the increase in fuel prices and the
complication of logistics, the destruction of infrastructure,
the theft of crops, etc. Considering the mentioned
losses and problems that Ukraine has experienced, the
issue of food security formation is quite urgent and
requires research.

Analysis of the latest research and publications
on the problem under consideration

Considering the fact that Ukraine is one of the main
subjects of food security support, the topic of food
security formation has become widespread, especially
among Ukrainian information sources. In particular, it
is highlighted on the official websites of the Ministry
of Agrarian Policy and Food of Ukraine [4; 14; 15], the
Ministry of Economy of Ukraine [5] and the National
Institute of Strategic Studies [6]. Many scientists also
dealt with this issue, including Jurgen Fegele, vice
president of the World Bank for Sustainable Development
[18], Hryhoriy Stolnikovych, Roman Neiter and Maria
Bogonos — Center for Food and Land Use Research KSE
[17], Maria Dyachuk, specialist in the industrial greening
department of the NGO “Ekodiya” Mykhailo Amosov,
head of the industrial greening department of the NGO
“Ekodiya” [16]. Scientific works of the mentioned
scientists, statistical data and published theses of official
state institutions of Ukraine became the information base
of this study.

Formulation of the goals of the article

The purpose of this article is to study the role of
Ukraine in the formation of world food security in the
conditions of a full-scale invasion of Russia on the territory
of sovereign Ukraine. Justification of the general impact
of the Russian-Ukrainian war on world food security.
Analysis of the dynamics of current economic indicators
and their comparison with pre-war data.
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Presenting material

Food security is the ability of a country to provide
its population with safe and high-quality food, as well as
access to it. The export of Ukrainian food is an important
direction of the country’s economic development, a source
of foreign exchange earnings for the country. Ukraine
has significant potential in agriculture, particularly in the
production of grain, meat, milk and other products.

In 2021, Ukraine took 4th place in the world in terms
of grain exports, second only to the USA, Brazil and
Argentina. From the beginning of the 2020/2021 marketing
year (started on July 1) to January 18, 2021, Ukraine
exported about 27.57 million tons of grain and leguminous
crops, which is 18.6% (6.3 million tons) less than in the
same period last year marketing year [2].

Currently, Russia’s war against Ukraine is causing
additional pressure on global food security: a drop in food
exports from Ukraine and side effects that may further
limit the world’s food supply. With the beginning of the
full-scale Russian invasion of Ukraine, grain supplies
decreased. Among the reasons should be mentioned:

1) about a third of Ukrainian fields are unfit for sowing
due to hostilities;

2) fuel price increase and logistics complications;

3) the destruction of agriculture and the infrastructure
that ensures the storage and transportation of food products;

4) the blocking by the Russian Navy of access to
Ukrainian ports, which prevents dozens of ships that
transport food to world markets from reaching the
Mediterranean Sea;

5) damage and destruction by Russian missiles and
bombs of Ukrainian airports, railways, stations and
highways, which are critically important for the export
of wheat, corn and other goods; destruction of grain
warehouses in the east and south of Ukraine, destruction of
agricultural machinery and infrastructure [3].

According to the Ministry of Economy, for 2022,
during the war, Ukraine exported almost 31.8 million tons
of grain, including 11.2 million tons of wheat, 9.7 million
tons of corn, and 5.636 million tons of barley (Fig. 1) [5].

As a result of the war, in 2022 the indicators of the
previous year’s volume of wheat exports decreased by
12% and the volumes of corn exports — by 8%. At the
same time, the volume of barley exports increased by 44 %.

Analyzing the data of the Ministry of Agrarian
Economy and Food of Ukraine for the 2022/2023 and
2021/2022 marketing years, we observe the following
situation (Table 1, Fig. 2).
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Fig. 1 — Grain export in 2021-2022 (million tons)

Source: created by the author based on [2; 5]
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Table 1 — Dynamics of exports from Ukraine of cereals, legumes
(with products of their processing) and flour, thousands of tons

2022/2023 marketing year | 2021/2022 marketing year Dynamics, %
Total (as of Total (as of Total (31.03.2023 | March 2023
31.03.2023) |MArh 20231 34 032022) |March 20221 73103.2022) | to March 2022
Grains and legumes (total) 37639 5341 44943 1428 84% 374%
Wheat 12880 1542 18399 307 70% 502%
Barley 2276 226 5643 7 40% 3229%
Corn 22163 3559 20439 1108 108% 321%
Wheat flour 111,2 16,3 66,9 0,3 166% 5433%
Other flour 4,3 0,4 1,5 0 287% 100%
Flour together 115,5 16,6 66,4 0,3 174% 5533%
Export together (grain + flour) 37793 5364 45034 1428,3 84% 376%
Source: compiled based on [14]
20439 1,5
Corn 53163 Other flour h 43
5643 66,9
18399 161,9
wheat [ 12550 vve TS
0 5000 10000 15000 20000 25000 0 50 100 150 200

W 2021/2022 MY ®2022/2023 MY
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Fig. 2 — Comparative export statistics of the main types of cereals
and their processing products 2022/2023 and 2021/2022 marketing years, thousand tons

Source: created by the author based on [14]

As can be seen from Table 2, during the current
marketing year, the export of cereals fell by 16 %, despite
a slight increase in the export of corn by 8.4% and flour
in general by almost 74%. Although in March of the
current year, a significant increase in the export of grain by
3.8 times was noted.

However, despite all the difficulties with exporting
Ukrainian food, Ukraine maintains a leading position
among world exporters and is among the TOP-5 global
agricultural exporters. Together with international
partners, Ukraine expanded new logistics routes, in
particular, a grain corridor was launched, thanks to which
the state managed to export more than 40 million tons of
grain, oilseeds and their processing products since the
beginning of the war to provide food for hundreds of
millions of people around the world [4].

Table 2 — The main directions of export of Ukrainian food

Estimates of grain exports for 2023 vary greatly:

according to the report of the US Department of
Agriculture, USDA, for 2023 it is predicted that Ukraine
will harvest 21 million tons of wheat and 27 million tons of
corn. At the same time, 13.5 million tons of wheat (which
is 14% more than last year) and 23.5 million tons of corn
(6% more than last year) will be exported. In general,
the forecast for the export of fodder grain in Ukraine for
the 202223 marketing year in the March forecast was
increased by 1.1 million tons — to 26.03 million tons from
24.93 million tons in February, and the forecast for its
production remained at 34.16 million tons [11].

according to the data of the National Bank of Ukraine,
a reduction in the harvest of cereals and legumes in
2023 is forecast by 15.2% to 45.6 million tons compared
to 53.8 million tons in 2022. Wet weather and a shortage

Type Subspecies of supplies The main importing countries Export volumes (2022 year)
Grain Wheat, barley, rye, corn EU, China, India, Egypt, Iran 42,6 million tons
Meat Pork, poultry, beef Saudi Arabia, United Arab Emirates, China 413,2 million tons
Milk and dairy products| VHIK, milk powder, butter, EU, China, Kazakhstan 108,6 million tons
casein, cheese, ice cream
Eggs Eggs of chickens, quails, etc. | EU, Singapore, United Arab Emirates, Israel 228 million tons

Source: created by the author based on [1; 7; 8; 9]
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of electricity (which is needed to dry the grain) delayed
the harvest of corn in late 2022, with nearly 20% still in
the field at the start of 2023. These factors may affect land
preparation and reduce the area planted with spring crops
for the 2023 harvest [13].

According to the forecast of the Ministry of Agriculture,
Ukraine will have a significantly smaller harvest this year
than last year due to hostilities and worsening weather
conditions. However, it will be quite enough to ensure
the food security of our country and preserve its export
potential. Yes, we are talking about more than 51 million
tons of grain and 16 million tons of oilseeds [14].

The Russian Federation’s war against Ukraine disrupted
the normal functioning of the world food market, as these
two countries account for 30% of world exports of wheat
and barley, 18% of corn, and about 80% of oil and oil
meal. According to estimates by the Food and Agriculture
Organization of the United Nations (FAO), about 13
million people around the world may face food shortages
as a result of Russia’s invasion of Ukraine [3].

The hostilities taking place on the territory of Ukraine
have an extremely negative impact on the functioning of
food systems; the following consequences are expected,
in particular:

1) disruption of integral supply chains of agricultural
products and food products (from primary production to
sale of products to the consumer), as well as activities
related to the creation of added value in the agricultural
sector, related to the production, processing, distribution,
consumption and disposal of food products; disruption of
the sowing campaign, which is especially threatening, given
the high world prices for gas and, accordingly, fertilizers.
Active hostilities are currently taking place in those regions
where most of the wheat is grown — Kherson, Odesa, and
Zaporizhzhia. Collectively, this will lead to a decrease in
yield, collection and export of grain; complicated export of
Ukrainian products to foreign markets due to the blocking
of Ukrainian ports by the Russian Federation (60% of
Ukrainian agricultural products are exported by sea),
which will have a negative impact primarily on countries
that depend on food imports [6].

All these factors can lead to the emergence of a serious
crisis of global food security: an increase in inflation and
a rapid increase in world food prices.

Therefore, in order to minimize the manifestations
of the global food crisis, it is necessary to protect and
support the production of agricultural products in
Ukraine as soon as possible in the conditions of martial
law, taking advantage of the opportunities of Ukraine’s
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influence on global food policy, which it has gained
thanks to the achievement of leading positions in the
world markets of certain types of agricultural products,
as well as the activation of cooperation with international
and intergovernmental organizations, in particular FAO,
regarding the transformation of food systems [6].

But the countries are already actively working on
solving the problem of complicated export of products.
The USAID project is spreading a new grain export
technology. The USAID project proposes to use a new
technology — large reusable soft containers (maxibags).
One maxi bag holds 14 tons of grain. Thanks to them,
Ukraine as an exporter will be able to quickly ship grain
to its customers and send it by rail to the countries of the
European Union. During a full-scale invasion of Russia,
in the conditions of blockade of the seaports of Ukraine
by Russia, this opportunity can help in the export of grain
and increase the volume of its export by rail. The USAID
project is promoting this grain transshipment technology to
help agricultural exporters learn about new opportunities,
accelerate grain exports, and allow Ukraine to supply and
guarantee global food security even in times of war [15].

Conclusions

Ukraine plays an important role in shaping world food
security: it is one of the leading exporters of grain crops
in the world. The country also has significant potential
in the production of other types of agricultural products,
including vegetables, fruits, dairy and meat products.
Business is currently facing a difficult situation related
to the war, which significantly affects the production
of export-oriented food. Despite this, Ukraine actively
cooperates with international organizations in order to
support its products and improve food security in the world.
In addition, even in such difficult conditions, the state
actively develops the export of its agricultural products
to the markets of the European Union, Asia and Africa,
which allows to increase its income and helps to reduce
the global food crisis. In order to reduce the risk of a food
crisis, it is necessary to take urgent measures to protect and
support the production of agricultural products in Ukraine,
especially in the conditions of martial law; solve logistics
problems; equip the country with high-quality air defense
equipment to minimize damage to natural resources and
agriculture, transport chains and infrastructure that ensures
food production and storage. But the main solution to the
problem was and remains the cessation of hostilities on the
territory of Ukraine and the withdrawal of Russian troops
from the territories of a sovereign independent state.
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BUMOTI'H 10 O®OPMJIEHHS CTATEN
Y ®AXOBOMY HAYKOBO-ITPAKTUYHOMY KYPHAJII
«®IHAHCOBI CTPATEI'TI IHHOBAIIIMHOI'O PO3BUTKY EKOHOMIKHW»

3 No 2(42) 2019 poky ¢axoBuii HaykoBO-IpakTU4HUH XypHan «@DiHaHCOBI cTparerii iHHOBALIITHOTO PO3BUTKY
C€KOHOMIKW BUXOJIMTH JHIIIEC aHIIIHCHKOI MOBOK. CTATTH MOJAETHCS 10 PO3IIISY B pelaKIilo YKPaiHCHLKOI0 MOBOO.
ITiciisi mpoxoakeHHsI BHYTPIIIHBOIO pelleH3yBaHHS — O0OB’A3KOBe HAJaHHA MNepeKJaly CTATTi aHnlilcbKkoro
MOBOI0. [Tepekian Mae OyTu podecCiiiHuM, y )KOIHOMY pa3i He BUKOPHUCTOBYIOUH 1HTEPHET-IIEPEKIIaaay.

Jo npyky npuiiMaioThcs HayKoBi cTaTTi obcarom Bixg 10 CTOpiHOK, IO BiAMOBINAIOTH TEMAaTHIl cepii BHAAHHS
W MICTATh HOBI HayKOBi pe3ynbTaTH, HE OmyOiikoBaHi paHime. Bukmam matepiamy crarti mMae OyTH TOCTIIOBHHM,
JIOTIYHO 3aBEepIICHUM, i3 YITKUMHU (OPMYIIOBAaHHAMH, IO BHUKIIOYAIOTH MOABIMHE TIyMaueHHS a00 HENpaBUIbHE
PpO3yMiHHA iHpOpMAILTii; MOBA TEKCTY Ma€ BiIIMOBIIATH JIiTEpaTypHUM HOpMaM, OyTH mpodeciiHOO 1 IAKOHITHOI0. ABTOD
3000B’s13aHMIA 3a0€3MEUNTH BHCOKUI HAYKOBHH PiBEHh BHKIAJCHOTO MaTepiaiy, MOBHOTY i CHCTEMHICTh BUCBITICHHS
MTUTAHHSI, JTOCTOBIPHICTD PE3YJIBTATIB 1 TaHUX, [0 HABOASATHCS, NMPABWIBHICTh LIMTYBAHHS Ta NMOCWIAHb Ha JIITEpaTypHi
Jokepena. PenmakuiliHa koneris npuiiMae 10 OPYKy CTarTi, sIKi XapaKTepU3YIOThCS OPHUTIHANBHICTIO, BUCOKOIO MipOIO
HayKOBOT HOBH3HH 1 IPAKTUYHOIO 3HAYYILICTIO.

1. MAKET CTOPIHKHA
st opopmieHHs cTaTTi aBTOP BHKOpHUCTOBYE dopMaT A4 3 moasiMu 3 ycix 0okiB — 2 cm. Ilopsagok ad3amy
BUAISIETHCA BigcTynom 1,25,
< Jlo yeaeu asmopie: Y pasi HEOOXiMHOCTI sl MIPU(PTOBUX BUALICHD Yy TAOIHIX i PUCYHKAX JTO3BOISETHCS
3acrocoByBaru mput Courier New (Hampukiam, mjs imroctparmii TekctiB mporpam mist EOM). s cTHIiCTHYHOTO
BHIUTEHHS (parMeHTiB TEKCTY CIIiJ] B)KUBATH HAYCPTAHHS KypCu6, HAMIBKUPHUT, Haniexcupruil Kypcue 31 30epeKeHHIM
TapHITYpH, po3Mipy mpudTa Ta iHTepBaNTy ad3ara.

2. TUITOI'PA®CBHKI NOT'OI’KEHHS TA CTHUJIL

Texkcr crarTi, sika MOAAETHCS IO PO3IVISILY Ta PelieH3yBaHHs YKPaiHChKOI0, Mae OyTH MOOY/I0BaHUH 32 TAKOIO CXEMOIO:

—ingexc YJIK y BepxHboMy JliBomy KyTKy apkyiia (Times New Roman, 14 nt., 38uuaiinuii);

— Ha3Ba CTarTTi BEJIMKUMH JliTepamu (110 1eHTpy, Times New Roman, 14 0., HaniBxupHuii);

— I1IB aBropiB (o nentpy, Times New Roman, 14 nt., 38uuaitauii);

— naza 3BO (mo uenrpy, Times New Roman, 14 nr., kypcus);

—noBHa agpeca 3BO abo micis pobotu aBTopa (1o neHTpy, Times New Roman, 14 nt., kypcus);

— azipeca eJIeKTPOHHOI MOIITH;

— ORCID (060B’s13K0BO);

— arotamisg (200-250 cmiB), sika MICTUTB cTHCIE (HOPMYITIOBAHHS 3MICTy CTAarTi (BUPIBHIOBaHHS — IO IIMPHUHI CTO-
piaku, Times New Roman, 14 mT., 3Buvaitauii);

— xiIr090Bi citoBa (1o 10 ciiB) (BupiBHIOBaHHA — IO MIMPHHI cTopiHkw, Times New Roman, 14 nt., Kypcus).

[Micns mporo 3 ab3amy BUKIAAAETHCS OCHOBHUM TEKCT CTaTTi (BUPIBHIOBAHHS — 110 IIUPUHI CTOPIHKH,
Times New Roman, 14 nt., MixkpsigkoBuii inTepsa 1,5).

CTpyKTYpa OCHOBHO{ YaCTHHH PYKOIUCY YKPaiHCHKOIO MOBOIO:

I. TlocraHoBKa MpoOOJEMH B 3aralbHOMY BHUIISIII Ta i 3B’S30K 3 BaXIMBHMH HAayKOBHMH YU TNPAKTHYHUMHU
3aBJaHHSAMHU.

II. Anani3 ocTaHHiX JOCJTiTKeHb i myOmikamiii, y SKuUX 3all04aTKOBAaHO PO3B’s3aHHS NaHOI mpoOieMu 1 Ha sKi
CIHpAEThCS aBTOP (3 OOOB’SI3KOBUMH ITOCHJIAHHAMH B TEKCTI Ha BUKOPHCTaHy HayKoBy miteparypy!!!), BumimeHHsS
HEBUPILICHUX PaHillle YaCTHUH 3aralbHOI MPOOIeMH, KOTPUM IPUCBIIY€ETHCS CTATTS.

II1. ®opmya0BaHHS Wijeil cTaTTi (TOCTAHOBKA 3aBJAHHS).

IV. Bukjaa 0CHOBHOTO MaTepiaJry J0CTiAKeHHs 3 TIOBHIM OOTpYHTYBaHHSAM OTPUMAaHHUX HAyKOBHX PE3YIIbTATIB.

V. BUCHOBKH i IepcneKTUBH NOJAAJBIIUX JOCTIKeHb Y JaHOMY HalPSMKY.

VL. Jlireparypa. OdopmitoeTbes BinoBiaHo 10 BuMor HanionansHoro crangapry Yipainu JCTY 8302:2015.

JIMIIE HNICJIA NPOXOMKEHHSA BHYTPIIIIHBOI'O PEHHEH3YBAHHS
ABTOP HAJIA€ TIEPEKJIAJI CTATTI AHDIIMCBKOIO MOBOIO.
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Cxema noOyoOBY aHITIOMOBHOT CTATTi aHAJIOTIYHA YKPAaiHCHKOMY BapiaHTy:

— UDC y BepxHBROMY JiBOMY KyTKY apkyma (Times New Roman, 14 T., 3Bu4aifauii);

— Ha3Ba CTarTi BeMuKuMH JiTepamu 1o 1eHTpy (Times New Roman, 14 nt., HaniBxupHUii);

— IIb aBtopiB (110 ieHTpy, Times New Roman, 14 nt., 3Bu4aifanii);

—Ha3Ba 3BO (mo nearpy, Times New Roman, 14 nt., Kypcus);

— noBHa aapeca 3BO abo micis podotu aBropa (1o 1eHTpy, Times New Roman, 14 nt., Kkypcus);

— azpeca eleKTpoHHOoI nomrty (mo ueHTpy, Times New Roman, 14 1it., 3sBu4aiinuii);

— aHoTauis aHODIiichkol0 MoBoro po3mupeHa (1800 3HakiB) (BUpIBHIOBaHHS — 10 IIMPWUHI CTOPIHKH,
Times New Roman, 14 nr., 3Buuaiinmii);

— xumoyoBi cnoBa (key words) — 1o 10 cmiB — (BHpiBHIOBaHHS — IO MWMpHUHI cTopiHkH, Times New Roman, 14 nt.,
KypCHB).

<~ Jlo yeacu asmopie: TICI KIIOYOBHX CJiB aHIIIMCHKOIO MOBOK HEOOXiAHO Hamath medl Onok indopmarii
(xpim Y/IK) Takox yKpaiHCHKOIO, BUMOTH A0 0(hOpMIIEHHS 30epiraroThesl.

CTpyKTypa OCHOBHOI YaCTUHHM CTATTI aHIIIMCHEKOI0 MOBOIO

(BMPIBHIOBaHHS — 110 LIMPHHI cTOpiHKH, Times New Roman, 14 nt., mixpsiakoBuit intepsai 1,5)

I. Statement of the problem (ITocranoBka rpoGiemn).

I1. Analysis of recent studies and publications (AHani3 ocTaHHIX TOCTiKEHb 1 MyOITiKarin).

I11. Objectives of the article (PopmymoBaHHS Linei cTarTi).

IV. The main material of the research (Buknax ocHOBHOTO MaTepiairy JOCTiIKCHH).

V. Conclusions (BucHoBKH).

VI. References (Jliteparypa), odpopmITIoeTbes 3a MibKHapogHUM Oibmiorpadivanm cranmaproM. [lpuxmanm odopm-
neHHs: http://journalsofznu.zp.ua/References.pdf

BAKJIMBO! KoxeH pICYHOK BKIIIOYA€ETHCS JI0 TEKCTY y BHIVISAL OXHOTO TpadidHOro 06’ekra (MOJIoKeHHS 00’ €kTa
«B TekcTey).

JUIA OITYBJIKYBAHHSA CTATTI ABTOPY HEOBXI/IHO:

Hadicnamu na eneKmponHy nowmy peoaxyii 30ipnuka konf.econom.znu@gmail.com

1. TekcT crarti, oopMIICHHNA BIIIIOBIIHO 10 BCTAHOBICHUX BUMOT.

2. Burar i3 mpoTokoity 3acinanHs Kadenpu 3 peKOMEH/IAIIEI0 CTATTi A0 APYKY (CKaH. KOIiIo).

3. Perensito gokTopa abo kKaHAMAAaTa HAYK i3 BiIMOBITHOI raTy3i HAyKH, 3aBipeHy BiAIIOBITHUM ITiIIICOM Ta EYaTKOIO
YCTaHOBH, SIKa € 30BHIIIHBOIO 10 BimHOMIEHH!0 10 3HY Ta ycTaHoBH, Jie Mpaioe aBTop (aBTOpH) CTATTI (CKaH. KOIII0).

4. Bizomocri po aBropa (aBTopiB) y Bunisiai Tabmuii (6axkano y daitni popmary .xIs):

TTomroBa
ampeca
Hazga o Hassa P
HayxoBuit . (ampeca,
3aKIany Hassa CTVIIHE. Hassa Kects po3sniny, no | Konrakr- Enek- Ky Gyze
IL.LB. ORCID BHUIIOT kadenpu/ ITocana Ty ’ . SIKOTO TIijI- HUIt TPOHHA % . 4
. . . BUEHE cTarTi cTOp. HaiCcIaHo
ocBiTH/ MiAPO3ALTY rotopieHa | TenedoH omITa
3BaHHS HaJIpyKOBa-
YCTaHOBH cTarTs .
HUIi IpH-
MIpHUK)

KoxHiit crarti, mounnatoun 3 Ne 4 2018 poxky, npucBoroerscs DOI.

Aodpeca peoakuii ghaxoeozo naykoeo-npakmuunoz2o xcypuaiy «@Dinancosi cmpamezii iHHOGAUITINO20 PO3GUMKY
exonomikuy: Ykpaina, 69600, m. 3anopixoxsa, MCII-41, Byn. XKykoBcskoro, 66.

/logioku 3a menegponamu:

(096) 485-31-99 — gionosioanvHuii 3a 8UNYCK, MEXHIYHUL PeOaKmMop — 3ACMYNHUK 0eKAHa 3 HAYK08oi pobomu eKOHO-
Mmiunozo ¢axynemeny 3HY Jlunenxo Anopiui Bonooumuposuu,

(061) 228-76-41 — gionosioanvruil pedakmop — 0.e.H., npog. babminopa JImumpo leanosuu,

(061) 228-76-13 — eonosnuil pedaxmop — o.e.H., npog. Yepen Anna Bacunisna (V kopnyc, kimu. 116).
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