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LARGE ENERGY STORAGE SYSTEMS —
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The latest researches on the current development and prospects for the further
spread of large-scale energy storage systems were analyzed. Trends and forecasts
of energy storage technology cost reducing due to an increase in production were
traced. The world experience of implementing industrial energy storage systems,
which are a key technology for the development of new energy system, an important
direction for the advancement of high-tech sectors of the economy, as well as an
important starting point for promoting «green» and low-carbon transformation of
energy production and consumption was given. The current state of development
of energy storage systems in Ukraine and their critical role in maintaining the
stable and safe operation of the energy system was considered. Positive changes
that have taken place in the field of regulation of energy storage facility operators
due to the entry into force of the Law of Ukraine «On Amendments to Certain
Laws of Ukraine on the Development of Energy Storages» were emphasized.
A declarative nature of the Draft Plan for the Recovery of Ukraine proposed by the
National Council for the Recovery of Ukraine from the Consequences of the War
in the issue of the development of large energy storage systems and an absence of
specific measures aimed at the introduction of such systems in Ukraine was noted.
The vision of reasons preventing implementation of plans for the construction
of large energy storage systems in Ukraine was drawn. A calculation of the
investment payback period, when using the large energy storage facility on the
balancing market of NEC «Ukrenergo» was carried out. Based on the obtained
calculations the conclusion about the absence of development prospects for energy
storage systems without the possibility of obtaining long-term credit resources
at low interest rates was made. In this context the need to create conditions for
attracting investments from private and public financial institutions of Europe and
the USA was noted. The determining role of the government of Ukraine in the
development and implementation of the strategy for the advancement of energy
storage systems, as well as the importance of efforts to encourage the development
of new and the promotion of existing projects was emphasized. Urgent actions
to accelerate the introduction of energy storage systems allowing the Integrated
Power System of Ukraine to cope with the challenges that will arise as a result
of the recovery of industry and the return of refugees to Ukraine after the victory
have been called
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BEJIUKI CUCTEMM 3BEPITAHHHS EHEPIII -
BIATEPMIHYBAHHS 3ATPOXY€ 3BUTKAMUAU

KyuepsiBmii P.M.
3anopizvkuii HayionanrbHull yHigepcumem

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

Kurouosi cioBa:

cucTeMu 30epiraHHs eHeprii,
BiTHOBJTFOBAJIBHI JKEpeIia
EHEPTii, «3eJICHI» TEXHOJIOTII,
THYYKICTh €HEPrOCUCTEMH, PUHKU
€JIEKTPOEHEePTii, BITHOBICHHS
VYkpainu.

[IpoananizoBaHO HOBITHI JOCHTIJDKEHHS, MPHUCBAYCHI IIOTOYHOMY CTaHy |1
MEepCIEeKTHBaM IOAAJBLION0 PO3MOBCIOMKEHHSI BEJIMKUX CHUCTEM 30epiraHHs
eHeprii y cBiTi. Po3risiHyTO TeHeHIiT Ta IPOrHO3M 3HIKEHHS! BapTOCTI CHCTEM
30epiraHHs eHeprii 3aBISKH BJOCKOHAJIECHHIO TEXHOJOTIH Ta HapOLlyBaHHIO
o0csriB ix BUpoOHUITBAa. HaBeneHo CBITOBHIA JOCBI I BIIPOBAIKCHHS IPOMHUCIOBUX
cucteM 30epiraHHs eHeprii, sSKi € KIIOYOBOI0 TEXHOJOTIEI0 Al po30yI0BH HOBOI
€HEePreTUYHOI CUCTEMH, BAXIIMBUM HAIPSIMKOM PO3BUTKY BHCOKOTEXHOJOTIYHUX
rajy3eil eKOHOMIKH, a TaKOX BRXKJIMBOIO BIJIPABHOI TOYKOK VIS IIPOCYBAHHS
«3€JIeHO» 1 HU3BKOBYIIENEBOi TpaHcdopmalii BUPOOHUITBA Ta CIIOKHBAHHS
eHeprii. Po3risiHyTO cyyacHMii cTaH po3BUTKY CHCTEM 30epiraHHs eHeprii B YkpaiHi
Ta IX KPUTUYHY POJIb Y MiITPUMII CTAOUTHFHOI Ta O€31IeYHOT POOOTH EHEPreTHIHOL
cucrteMu. HaromnomreHo Ha MO3UTHBHUX 3MiHAX, IO BiIOYIHCE B C(hepi peryTIOBaHHS
IISTBHOCTI  OMNEpaTopiB  YCTAaHOBOK 30epiraHHs eHeprii 3aBAsKH HaOyTTIO
yrHHOCTI 3akoHOM Ykpainu «[Ipo BHEceHHs 3MiH [0 JesSKHX 3aKOHIB YKpaiHu
IIOI0 PO3BUTKY YCTAHOBOK 30CpiraHHs €HEPrii». 3ayBaKeHO JCKJIAPATHBHICTH
[Imany BimHOBieHHs VYKpaiHM 3amporioHoBaHoro HarioHaNbHOIO pajgolo 3
BITHOBJICHHsI YKpaiHU BiJl HACTI/IKIB BiifHH, Y MIUTaHHI PO3BUTKY BEIHKHUX CHCTEM
30epiranHs eHeprii, Ta BiACYTHICTh Y HOMY KOHKPETHHX 3aXOiB HaIPaBICHUX
Ha BIPOBAPKEHHS TaKUX CHUCTEM B YKpaiHi. BukiameHo OaueHHS MPUYMH, IO
CTPUMYIOTh peali3aiilo IUIaHIB 3 OyTIBHHIITBA BEIHKUX CHCTEM 30epiraHHs
eneprii B YkpaiHi. [IpoBeneHo po3paxyHOK CTPOKIB TIOBEPHEHHS 1HBECTHIIH
y TIPOMHCIIOBY YCTaHOBKY 30epiraHHs eHeprii, 3a yMOBH ii BUKOPHUCTaHHS Ha
bamancyrouomy punky HEK «Ykpenepro». Ha migcTaBi oTpuMaHHX pO3paxyHKiB
3po0JIeHO BUCHOBOK TPO BiJICYTHICTH MEPCIEKTHB PO3BUTKY CHCTEM 30epiraHHs
eHeprii 6e3 MOXJIMBOCTI OTPHUMAaHHS JOBIOCTPOKOBUX KPEAWTHHX PECYpPCiB i
HU3bKI BIZICOTKH. Y 3B’S3KY 3 [IUM, BiA3HAYCHO HEOOX1IHICTh CTBOPEHHS YMOB IS
3aJy4eHHs 1HBECTHLil 3 OOKy NMPHBAaTHUX Ta JCPKaBHHUX (hIHAHCOBHX yCTaHOB
€porn 1 CHIA. IlimkpecineHO BH3HAYaJIbHY pOJIb Ypsiay YKpaiHH y po3poOii
Ta IMIDIEMEHTAIIi cTparerii po3BUTKY CHCTeM 30epiraHHs eHeprii B Jepikasi,
a TaKo)X BaXXJIMBICTH 3YCHIJIb IO CHPHUSHHIO PO3pOOIIl HOBHX Ta IMPOCYBAHHIO
HassBHUX MHPOEKTIB. 3aKIMKaHO A0 BXWUTTS HEBIAKIAJHUX 3aXOIIB CHPSIMOBAHUX
Ha IIPUCKOPEHHS BIPOBaKEHHSI cHCcTeM 30epiranHs eHeprii, 0e3 skux O0’eqHaHa
eHeprocucreMa YKpaiHM MO)XKE€ HE BIOPAaTHCh 13 BHKIIMKaMH, SKi ITOCTaHYTbh
BHACIIIJIOK ITIOBEPHEHHsSI ODKCHIIIB Ta BiHOBICHHS INPOMUCIOBOCTI, IO Oyme
BinOyBAaTHCS TiCIs 3100y TTS IePEMOTH

Statement of the problem

Implementation of the energy storage system is a stra-

increase in the share of electricity produced by renewable
energy sources and the development of distributed gener-
ation requires not only measures to stimulate these seg-

tegically important task for our country. This is a way to
increase the flexibility of the Integrated Power System
of Ukraine, which in the future will make it possible to
increase the amount of generation of clean electricity from
renewable energy sources.

Ukraine is consistently moving towards the European
Union and integrating its own network with ENTSO-E. The
Fourth Energy Package, also called the Clean Energy for
all Europeans package is one of Ukraine’s benchmarks in
restoring and ensuring reconstruction based on the princi-
ples of energy efficiency and decarbonization. The Fourth
Energy Package is aimed among other things at developing
renewable energy sources.

Intensification of efforts aimed at decarbonization
of the Ukrainian energy sector, in particular due to the

10

ments, but also measures to increase the flexibility of the
energy system. The ultimate goal is to put into operation
highly maneuverable capacities and storage systems that
will provide balancing of unstable power output of solar
and wind power plants, and will be a tool for guaranteeing
uninterrupted and reliable electricity supply for all catego-
ries of consumers.

On June 8, 2023, the first decision to issue a license for
energy storage activities was made at National Commission
for State Regulation of Energy and Public Utilities meeting.
On the one hand, this is a significant event, because energy
storage is very important and useful for the energy system,
but on the other hand, it is a rather dubious achievement,
because at a time when the energy storage systems is being
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intensively increased all over the world, the implementation
of such installations in Ukraine is at an initial stage.

The purpose of the article is to highlight the role of
large energy storage systems in the energy system and the
reason for their today’s low development level in Ukraine.

Analysis of latest research and publications

The benefits of large energy storage systems and the
flexibility they bring to power grids are easy to understand,
but often quite difficult to measure. However, the need for
their accelerated deployment is obvious. It was confirmed
by a study conducted by Frontier Economics [1].

In December 2023, the German government launched a
strategy for the development of energy storage systems. In
this context, the mentioned study offers important evidence
for the future role of energy storage for the German energy
system.

According to the study, the volume of industrial stor-
age systems in Germany could increase to 60 GW / 271
GWh by 2050, which proves their great importance for the
energy system in the future. The capacity of large storage
systems in Germany is forecast to increase to 15 GW /
57 GWh by 2030 caused by battery storage sharply fall-
ing costs and an ever-growing demand for energy system
flexibility. This corresponds to a forty-fold increase in the
storage capacity compared to today’s 1.4 GWh [1].

Due to the decrease in cost and speed of diffusion, stor-
age systems are expected to make significant progress simi-
lar to photovoltaic systems in recent years. But the difference
is that large-scale storage facilities are built without support
from the government and they are purely market-based.

Storage systems can create significant economic value
by shifting the time of electricity production from periods
of excess to periods of shortage. According to estimates by
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Frontier Economics, by 2050 the added value from savings
in the wholesale market alone is estimated at approximately
12 billion euros. This includes in particular fuel savings
and lower costs due to lower CO? emissions. This figure
also includes the use of storage facilities to provide system
services necessary for the stable operation of the electricity
system and participation in intraday electricity markets [1].

The study presents a graph showing the impact of
energy storage on reducing price volatility in wholesale
markets. Reducing the cost of electricity during periods of
high prices leads to an overall reduction in electricity costs
for end-users, even though energy storage slightly increases
the cost of electricity during periods of low prices.

The construction of new gas-fired power plants in Ger-
many has been faltering for several years and depends on
public funding as part of the federal government’s power
plant strategy. The modeling by Frontier Economics shows
that if large storage systems are not built, in addition to
the 26 GW of already planned new gas-fired power plants,
a further 9 GW will need to be built by 2030. Although
large energy storage systems will not be able to make the
construction of gas-fired power plants unnecessary, but
they can make a significant contribution to reducing the
investment pressure on their financing. However, gas-fired
power plants are still needed to ensure supply in the 2030s
and should be considered as part of an efficient fleet of
time-limited power plants [1].

Until recently, for German politicians the issue of
energy storage has been mostly irrelevant. The strategy
for the development of energy storage systems released
by the German government in December 2023 was the
first important step that underlines the serious attitude of
the state to the role of storage systems in the context of
the energy transition. The strategy aims to support greater
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Fig. 1 — Predicted fluctuations in the price of electricity during the day with and without stationary storage systems

Source: Frontier Economics
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deployment of energy storage systems. However, its cur-
rent version has no clear legislative timetable. Straight-
forward policy decisions must be made to encourage
long-term investment while reducing costs, enhancing
energy security and promoting the energy transition in
Germany.

An illustrative example of how powerful could be the
development of energy storage systems under the condi-
tion of attention from the state is China, where energy stor-
age systems are increasingly becoming a key technology
for the development of the country’s new energy system,
an important direction for the advancement of high-tech
sectors of the economy, as well as an important starting
point for promoting “green” and low-carbon transforma-
tion of energy production and consumption.

According to the National Energy Administration of
the People’s Republic of China by the end of 2023 total
installed capacity of energy storage projects completed
and put into operation throughout the country reached
31.39GW/66.87GWh with an average energy storage time
of 2.1 hours. Installed capacity of projects put into opera-
tion in 2023 reached 22.6GW/48.7GWh, which is 260%
more than at the end of 2022.

The commissioning of these energy storage projects
directly contributed to economic investment of more
than 100 billion yuan (USDI13.9 billion) promoted the
expansion of the industrial chain of related industries and
became a “new driving force” of the country’s economic
development [2].

The huge scale of production and participation in the
entire value chain from processing materials to finished
products, as well as taking advantage of early adopters in
terms of technology and know-how development, enable
battery manufacturers from China to offer their products at
the lowest prices in the world.
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The development of technology and the growth of
production capacity around the world will lead to a fur-
ther decrease in prices within the segment. In this con-
text, attention should be paid to the updated forecast of
costs for long-term lithium-ion battery energy storage
systems (BESS) until 2050 published by the US National
Renewable Energy Laboratory (NREL) in June 2023 [3].

In its study, «Cost Projections for Utility-Scale Battery
Storage: 2023 Update», NREL provides a projection of
how the cost of capital expenditures for lithium-ion battery
energy storage systems will change from 2022 to 2050.
The report is based on collected data and forecasts from
16 other publications and uses the example of a four-hour
lithium-ion BESS.

The most important conclusion of the study is that costs
for energy storage systems from lithium-ion batteries will start
to fall in 2023 under the “low” and “medium” cost scenarios,
or increase over the next few years under the “high” scenario.

Compared to 2022, NREL estimates that BESS costs
will drop by 47%, 32%, and 16% by 2030 under the low,
medium, and high cost scenarios, respectively. By 2050,
costs could fall by 67%, 51%, and 21%, respectively, under
the three scenarios. A significant factor in the decline in the
cost of BESS will be the decrease in the cost of the battery
cells and units themselves, which can be half the cost of
lithium-ion BESS [3].

Current state of development of energy storage
systems in Ukraine

The Law of Ukraine “On Amendments to Certain Laws
of Ukraine on the Development of Energy Storages” which
entered into force on 16" of June 2022, defined the concept
of energy storage activities, introduced licensing require-
ments for such activities and outlined the types of services
connected with it [4].

2040 2045 2050

Fig. 2 — Battery cost projections for 4-hour lithium-ion systems, with values normalized relative to 2022.
The “high”, “medium” and “low” scenarios are shown as black lines.

Data from publications used during the research are shown as gray lines.

Source: NREL
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The law defines that energy storage is an activity related
to the collecting of electricity with the purpose of postpon-
ing its final use to a later time than when it was produced.

The law envisages the appearance of a new participant
in the electric energy market — the operator of an energy
storage facility, and regulates its legal status. The opera-
tor of an energy storage facility can be a natural or legal
entity (except hydro-accumulating power plants) that uses
the energy storage facility for the further sale of electricity,
provision of auxiliary services or balancing services.

It is important that according to the law the operator
of the energy storage facility pays the fee for the services
of transmission of electric energy, distribution of elec-
tric energy, fee for the services of dispatch management,
only for the amount of the absolute value of the difference
between the monthly collection and the monthly release
of electric energy by the energy storage facility, which
ensures no double billing for these services.

Unfortunately, there is no electricity storage strategy in
Ukraine. The project of the Recovery Plan of Ukraine pro-
posed by the National Council for the Recovery of Ukraine
from the Consequences of War envisages the construction
of pilot projects of energy storage units with a capacity
of 50-200 MW in 2023-2025 to ensure balancing of the
system and fulfillment of climate obligations. During
2026-2032, it is planned to increase the capacity of energy
storage systems to 750 MW — 1 GW [5]. However, there is
no plan of measures to implement these goals, as well as
sources of their financing. That is, the state expects that it
will be carried out by private investors.

But despite loud statements from both government offi-
cials and business representatives about the great potential
of the energy storage market, as well as the availability of
few projects for the construction of large energy storage
systems announced by DTEK, MHP and OKKO groups,
the implementation of none of them has yet started. The
main obstacle in this is the lack of companies’ own funds
for the realization of such projects, and difficulties in
attracting financing from foreign creditors. Undoubtedly,
there is a war going on in Ukraine which increases credit
risks but investors may be confused by the project payback
terms. Let’s try to calculate these terms.

Due to the fact that no project for the construction of a
large energy storage system in Ukraine has yet been real-
ized there are no data on its cost, while estimated value
of the planned projects is a commercial secret. But there
is a possibility to make calculations based on the cost of
foreign projects.

As the basis for these calculations was chosen the pro-
ject of South Australian energy infrastructure company Epic
Energy, which ordered an energy storage complex from the
manufacturer e-STORAGE, which is a subsidiary of the
Canadian Solar company. E-STORAGE will deliver a 110
MW /220 MWh DC system based on lithium-iron-phos-
phate (LFP) battery cells and start construction of the pro-
ject in the second quarter of 2024. Epic Energy reported
in a separate release that the amount of investment in the
specified project will be about USD 130 million [6].

Storage systems can be used for operations on intra-
day electricity markets, but their maximum efficiency is
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achieved when working precisely on the NEC “Ukrenergo”
balancing market, where the electricity purchase price is
the lowest (from UAH 0.01/MWh), and the sale price is the
highest (up to UAH 9000.00 /MWh). However, it should
be noted that the volume of electricity trades on the balanc-
ing market sometimes, in particular on weekends, would
not allow to fully use the installed capacity of the system
chosen as an example, and the difference in the price of
purchase and sale is not significant, so such periods were
not included in calculation.

Below is a table of results of possible electricity pur-
chase and sale operations on the balancing market of the
system with an installed capacity of 110 MW /220 MWh at
the auctions of the balancing market of NEC “Ukrenergo”
in the directions of unloading and loading, for the period
from November 1 to November 30, 2023 [7].

The financial result is given taking into account the
efficiency factor of 90%, specified in the characteristics of
LFP batteries on the manufacturer’s website [8].

If we assume that one dollar is converted at the rate of
UAH 38.00, the cost of a similar LFP system in Ukraine
could be UAH 4.94 billion. Thus, it will take about 124
such periods, i.e. more than 10 years just to return the ini-
tial investment. And this is not taking into account pay-
ment for electricity transmission and distribution services,
payment for dispatching management services, operating
costs, loan servicing, taxes, etc. One of the factors that can
improve the situation may be the regulator’s permission
to enter into agreements on the balancing market at nega-
tive prices, in which case the power generation will have a
choice, either to limit its own capacity, or to pay extra for
the produced electricity to the consumer. But this will be
possible only when a sufficient amount of storage systems
is already put into operation.

It should be understood that the state of affairs in
Ukraine is not unique. Given the current prices on the world
market of energy storage systems, it is not worth counting
on a quick return on investment, but this does not stop Euro-
pean companies, because for them funding for such a long
term is not problematic. As for Ukraine, taking into consid-
eration the military risks, it can be quite difficult.

In the current situation, the role of the state comes to
the forefront, it has to either create attractive conditions
for private investors or build the necessary facilities on
its own — and this may be the right decision, because it
should be considered as an investment in the development
of infrastructure, similar to the construction of highways.

The Ukrainian energy system is unbalanced, the com-
missioning of two nuclear power units, announced by the
Ministry of Energy, will add basic load to the energy sys-
tem, but not only will not solve the problem of its balanc-
ing but rather increase it. Balancing the energy system by
increasing or decreasing the load of coal-fired TPP units
impacts negatively on their operational capabilities, while
the construction of highly maneuverable gas capacities
requires time and large amounts of funding.

The state could motivate private investors by approv-
ing at the legislative level tax credits for energy storage
systems, but unfortunately as long as hostilities continue
on the territory of Ukraine, and there is a threat of missile
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Table 1
Balancing energy weighted Balancing energy weighted
Date average price for downward, average price for upward, Financial result, UAH
UAH/MWh UAH/MWh
01.11.2023 11,56 8 281,20 1 637 388,72
02.11.2023 11,89 8 042,42 1 590 044,94
03.11.2023 0,01 8 843,75 1751 060,52
04.11.2023 499,00 6 249,94 1 138 686,12
05.11.2023 0,01 6 749,90 1336 478,22
06.11.2023 0,01 7 112,00 1408 173,03
07.11.2023 0,01 7 135,74 1412 874,54
08.11.2023 12,37 8 868,45 1753 502,85
09.11.2023 9,25 892391 1765 102,68
10.11.2023 2,65 8 542,99 1 690 987,32
11.11.2023 12,35 6 886,36 1361 053,98
13.11.2023 0,01 8 935,53 1769 231,97
15.11.2023 2,61 7 249,98 1434 980,25
16.11.2023 2 585,00 8931,21 1256 548,59
17.11.2023 2 689,50 7 899,32 1031 543,37
18.11.2023 925,01 8 060,00 1412 729,01
19.11.2023 1 400,00 7 171,09 1142 675,82
20.11.2023 322,50 7 900,62 1500 467,76
21.11.2023 1 750,00 7 921,25 1221 907,50
22.11.2023 0,01 6 924,50 1371 048,03
23.11.2023 0,01 6 922,49 1370 650,05
24.11.2023 687,50 8 337,88 1514 774,25
25.11.2023 675,01 8276,05 1 505 006,91
26.11.2023 480,00 8 934,94 1674 077,13
27.11.2023 0,01 7 750,00 1534 497,03
28.11.2023 2 766,50 8 928,82 1220 139,36
29.11.2023 2 550,00 8 910,02 1259 283,96
30.11.2023 2 270,00 7 000,00 936 540,00
In general 40 001 453,91

Source: Energy Map

attacks in any region, even in the case of adopting such
a legislative decision a massive influx of investments it’s
unlikely to be expected.

Another way of funding could be grants, both from
the EU and from financial funds, such as Denmark IFU
or Netherlands FMO. But it requires the government’s
hard work to develop a strategy for the implementation of
energy storage systems, as well as the development of new
projects and the support and promotion of existing pro-
jects, including private ones.

The recovery of industry and the repatriation of Ukrain-
ian refugees after the victory will cause an overload on the
power system which simply cannot be able to cope with
new challenges. That will lead to massive blackouts and
huge losses. In any case, there are no simple and most
importantly cheap ways to solve the problem of the imbal-
ance of the energy system of Ukraine. It is necessary to act
and find sources of financing now because procrastination
in solving this problem will cost much more in the future.
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Conclusions

¢ intensification of efforts aimed at decarbonization of
the Ukrainian energy sector requires among other things,
putting into service of energy storage systems which have
to increase the flexibility of the Integrated Power System
of Ukraine;

o the latest studies prove the need to boost the installed
capacity of energy storage systems, which will provide
balancing of the unstable power output of solar and wind
power plants and become a tool for guaranteeing continu-
ous and reliable electricity supply for all categories of con-
sumers;

e implementation of projects for the construction of
energy storage systems in Ukraine is hindered by long pay-
back periods and a lack of cheap financing;

o the state must play a key role in the development
and implementation of the strategy for the advancement of
energy storage systems in Ukraine.
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The article is devoted to the main ways to increase the competitiveness of enterprise
through the introduction of modern Internet technologies. The authors substantiate
that in the context of rapidly growing competition in the market, enterprises need
to constantly improve their competitiveness in order to increase sales and improve
profitability. It has been proved that Internet technologies are a powerful tool for
improving the performance of an enterprise, as they give it the opportunity to
attract new customers, increase the loyalty of current consumers, speed up the
processes of ordering and delivery of goods, as well as optimize other processes
in the company’s activities. The authors analyze the general state of the internal
and external environment of the organization and, on the basis of this, put forward
specific proposals on the feasibility of introducing Internet technologies in its
further activities.

HIABUIMEHHA KOHKYPEHTOCIIPOMOXHOCTI HIAITPUEMTBA
3A JOIIOMOT' OO CYYACHHUX IHTEPHET-TEXHOJIOT'TA

Kymuk A.IL., Conina A.€.

3anopizvkuii HayioHanbHull yHigepcumem
Yxpaina, 69600, m. 3anopisxcorca, syn. Kykoecvkozo, 66

Kurouosi ciioBa:
KOHKYPEHTOCIIPOMOXHICTb,
IHHOBAIIi1, IHTEPHET-TEXHOJIOTI,
MIpoJaXi, peHTa0eIbHICTD,
IITYYHUH 1HTEICKT.

CrarTs npucBSYeHa OCHOBHHUM CIIOCO0aM MiJBUIIIEHHS KOHKYPEHTOCIIPOMOKHOCTI
HIANPUEMCTBA IUISIXOM BIPOB/KEHHSI CYYaCHUX IHTEPHET-TEXHOJIOT1i. ABTOpaMu
0OTpyHTOBAHO, IO B YMOBAX LIBHUIKO 3pOCTA040l KOHKYPEHLII MiIpHeEMCTBAM
HEOOXiZTHO TIOCTIHHO YHOCKOHATIOBATH CBOIO KOHKYPEHTOCIPOMOXHICTH 3
METOI0 30UTBIICHHS OOCATIB MPONaXiB Ta MigBUINEHHS peHTabembHOCTI. Byio
JIOBEZICHO, IO IHTEPHET-TEXHOJIOTI] € MMOTY>KHIM iIHCTPYMEHTOM JUIS ITiABHICHHS
PE3YJABTAaTUBHOCTI JISUTBHOCTI MIANPHEMCTBA, OCKUIBKM BOHH JAIOTh HOMY
MOXIJIUBICTh 3aJydyaTd HOBHUX KIII€HTIB, MiABHIYBATH JOSIBHICTh MOTOYHHX
CIIO’KMBAYiB, IPUCKOPIOBATH MPOLIECH 3aMOBJICHHS Ta JJOCTaBKH TOBapiB, a TAKOXK
ONITHMI3yBaTH IHIII MPOLECH B MiSUIBHOCTI KOMIIaHii. ABTOpaMH aHaNi3yeThCs
3arajJlbHAN CTaH BHYTPIMIHBOTO Ta 30BHIMIHBOTO CEPEIOBHINA OpraHizamii
Ta Ha OCHOBI IIHOTO BUCYBAIOThCA KOHKPETHI MPOMO3HUINI IIOAO HOIIBHOCTI
BIPOBaKCHHSI IHTEPHET-TEXHOJIOT1H Y TIONANbIY i JisSUIBHICTS.

Statement of the problem

The process of increasing competitiveness is essential
for an enterprise and determines its success in the market.
Its effectiveness depends on how accurately the company
determines the needs of its customers, what products and
services they need, and how successfully it can promote its
products on the market, especially in wartime. Therefore, a
properly developed strategy for increasing competitiveness
can Help the company increase sales and earnings, expand
its customer base and increase economic efficiency.
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Analysis of recent studies and publications

The work is devoted to the study of theoretical prob-
lems of competitiveness of enterprises in market conditions
1. Ansoff, M. Porter, A. Cournot, Zh. -Zh. Lamben, F. Kot-
ler, D. Campbell, B. Houston and others. Practical ques-
tions of the study of the influence of sales and marketing
activities on the competitiveness of the enterprise are con-
sidered in the publications of G. L. Bagiyev, 1. Z. Dolzhan-
skyi, G. P. Gogol [1], L. V. Balabanova [2], Yu. E. Petruni,
T. E. Andreeva [3], N. V. Terent’eva [4]. The role of Internet
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technologies in increased competitiveness was studied by
such scientists as O. P. Karpii, Yu. A. Vynogradska [5],
L. L. Lytovchenko [6], O. M. Palivoda [6].

Objectives of the article

The aim of the article is to develop practical aspects to
improve the competitive activity of enterprise with the help
of modern Internet technologies on the example of Nova
Poshta LLC.

Statement of the main material

Effective economic activity is a prerequisite for the
successful functioning of any enterprise, since it deter-
mines the volume of sales of products and the provision
of services. A successful business strategy allows you to
attract new customers, increase market share, strengthen
market position and increase the profitability of the enter-
prise. In addition, economic competitive activities include
important processes such as marketing, sales, logistics,
customer service, and sales management. The implementa-
tion of these processes at a high level allows the company
to meet the needs of customers, establish long-term rela-
tionships with them and maintain a competitive advantage
in the market [2, p. 148].

It is fair to say that Internet technologies allow you to
attract new customers, increase sales, increase customer
loyalty, reduce sales costs, increase competitiveness, as
well as open access to various information sources and
provide the opportunity to interact with your business part-
ners [7, p. 2]. Table 1 describes the common Internet tech-
nologies in modern entrepreneurial activity.

We believe that using all the advantages of Internet
technologies allows enterprises to provide their custom-
ers with additional useful information about their prod-
ucts and services, as well as to answer their questions and
requirements.
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To develop practical recommendations for the use of
Internet technologies to increase the competitiveness of the
enterprise, we chose Nova Poshta LLC. Nova Poshta LLC
is a Ukrainian private enterprise specializing in the deliv-
ery of documents, cargo and parcels to both individuals
and legal entities in Ukraine and abroad.

Let’s analyze the main indicators of the financial and
economic activities of the enterprise Nova Poshta LLC,
using the Balance Sheet of the enterprise (form 1).

Analysis of the table data shows that:

—assets for 2022 increased by 4.1% (by UAH 148,421)
compared to 2020, which indicates an increase in the prop-
erty potential of the enterprise;

— working capital increased by 2.9% (by UAH 69,109)
due to an increase in inventories by 1.2% (by UAH 9,988)
and accounts receivable by 0.9% (by UAH 2.78);

— Thanks to profitable activities, the company was
able to increase its own capital. Thus, equity increased by
2.4% (by UAH 43,875) due to an increase in the com-
pany’s retained earnings and a decrease in some items of
liabilities;

— Long-term liabilities decreased by 1.9% (by UAH
19,770), while current liabilities, on the contrary, increased
by 16.3% (by UAH 124,316).

The results of the analysis of financial results showed
the following:

— net income from the sale of products (goods, works,
services) of the company increased by 18.9% (by UAH
1,213,000);

— gross profit increased significantly by as much as
36.9% (by UAH 1,959,841);

— the cost of goods sold (goods, works, services)
increased, namely by 17.3% (by UAH 239,289);

— profit from operating activities decreased signifi-
cantly by 467.9%, which was the result of an increase (by
14.3%) in administrative expenses.

Table 1 — Widespread Internet technologies in business activities

Technology

Characteristics

Website development Creating a website allows a business to create an online business card where it can post detailed information
about its products and services, prices, contact details and other useful information for customers. In
addition, a website can become a platform for selling goods and services that operates around the clock

and is not limited by geographical boundaries. [5, p. 214-215].

Advertising on the
Internet

Thus, online advertising is an effective marketing tool for businesses. Its main advantage is that it allows
promoting goods and services to a wide audience at minimal cost compared to traditional advertising
methods, such as television, radio or the press [9, p. 505]. Thanks to online advertising campaigns,
businesses can set up targeted advertising for specific audience groups, taking into account their interests
and online behaviour. [6, p. 143-144].

Thus, social media has become an important marketing tool for businesses, as it allows them to interact
with the audience and build relationships with potential and existing customers. Thanks to social media,
businesses can promote their products and services, interact with their audience and receive feedback
from customers [8, p. 95-96].

Through email marketing, businesses can send personalised emails with special offers, news and
promotions, which helps to attract customers' attention to their products and services. In addition, email
marketing allows businesses to increase customer loyalty and increase sales, as it helps to maintain
communication with the audience and reminds them of the brand [7, p. 2].

Today, almost everyone has a smartphone, so creating a mobile app for an enterprise can be a great option
for attracting new customers and increasing the loyalty of old ones. Mobile apps allow businesses to
interact with their customers via mobile devices, which helps to increase loyalty and sales.

Internet technologies allow businesses to analyse data about their sales, customers and the market, which
enables them to make better decisions and increase the efficiency of their sales activities.

Social media

Email marketing

Mobile applications

Analytics and data
tracking
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Table 2 — Analysis of the property status (balance sheet) of Nova Poshta LLC

2020 2021 2022 Deviations 2022/2020
Indicators thousand Sp ecl.ﬁc thousand Specific thousand Specn'ﬁc o
gravity o gravity +,- )
UAH. % UAH. gravity %. UAH. %
ASSETS
1. Non-current assets | 1,312,000 | 36,2 1,384,121 19,5 1,391,312 20 79,312 6,0
including property, 623,122 17,2 633,321 6,5 648,421 7 25,299 4,1
plant and equipment
2. Current assets 2,312,123 25 2,340,331 25,5 2,381,232 26 69,109 2,9
incl. inventories 821,333 22,7 825,123 6,5 831,321 7 9,988 12
Trade and other 312321 8.6 314343 3.5 315,101 3.7 278 0.9
receivables
LIABILITIES

1. Equity 2,058,632 | 513 2,079,453 50,5 2,102,507 50,4 43,875 24
2. Long-term liabilities | | 51 734 | 976 978,564 26,3 981,464 26,0 -19,770 -1,9
and collateral
3. Current Liabilities 764,257 21,1 866,435 233 888,573 23,6 124,316 16,3
and provisions
BALANCE: 3,624,123 | 100% 3,724,452 100% 3,772,544 | 100% 148,421 4,1

Table 3 — Analysis of the financial results of Nova Poshta LLC

Years Deviation

Indicators 2020 2021 2022 2+(Z-22 to 2020%
Net income from sales of products (goods, works, services) | 5,207,000 6,300,140 6,420,000 1,213,000 18,9
Cost of sales (goods, works, services) 1,141,071 1,241,056 1,380,360 239,289 17,3
Gross profit 3,340,281 5,180,221 5,300,122 1,959,841 36,9
Other operating income 209,486 172,486 131,264 -78,222 -59,6
Administrative expenses 54,068 57,031 63,110 9,042 14,3
Selling expenses 57,982 57,452 57,229 -753 -1,3
Other operating expenses 271,179 243,179 221,478 -49,701 -22.4
Financial result from operating activities: profit 335,907 248,907 59,153 -276,754 -82,4
Financial expenses - - 1142 - -
Other expenses 183 356 952 769 80,8
Financial result before tax: profit 335,724 214,724 57,059 -278,665 -83,0
Income tax expense (income) 62,824 32,865 13,184 -49,640 -79,0
Net financial result: profit 5,207,000 6,300,140 6,420,000 1,213,000 18,9

Table 4 — Dynamics of indicators for assessing the financial condition of Nova Poshta LLC

Indicators Years Deviation 2022
2020 2021 2022 to 2020, %

Total liquidity ratio 2,5 2,6 3,0 0,5
Quick ratio 2,1 1,9 2.4 0,3
Absolute liquidity ratio 1,8 1,9 2,1 0,3
Coefficient of autonomy 0,9 1,1 1,3 0,4
Financial stability ratio 1,5 1,5 1,6 0,1
Financial leverage ratio 0,5 0,5 0,4 -0,1
Profitability of economic activity, % 17,2 25,0 53,8 36,6
Return on assets, % 21,4 23,9 25,1 3,7
Return on equity, % 94,4 94,6 96,1 1,7

Let’s calculate the main coefficients for assessing the Indicators of financial stability indicate the high provi-
financial condition of Nova Poshta LLC, and the results of  sion of Nova Poshta LLC with its own financial resources.
the analysis will be compiled in Table. 4. Profitability tends to increase, which indicates an increase
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in the efficiency of the enterprise. It has a high level of
liquidity, which means it is solvent. In addition, they show
growth in dynamics.

In our opinion, when studying the market environment
of an enterprise, it is important to assess the impact of
various factors on its activities. In particular, PEST anal-
ysis, which is a marketing tool for analyzing the impact of
political, economic, social and technological factors on the
company’s activities.

Table 5 shows a list of factors of Nova Poshta LLC
using the PEST analysis method.

Thus, the main factors of the external environment that
have the greatest impact on the activities of Nova Poshta
LLC are: stability of the political situation in Ukraine;
development of the economy and increase in consumer
demand in the market; changes in consumer needs and
demand; development of technology.

It is also expedient to study the competitiveness of
the enterprise with the help of SWOT analysis — a tool
for strategic planning based on the study of the interac-
tion of factors of the internal (strengths and weaknesses of
the enterprise) and external (potential threats and existing
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opportunities) environment. The results of the SWOT anal-
ysis of Nova Poshta LLC are shown in Table 6.

Thus, Nova Poshta LLC should pay attention to the
implementation of a strategy to eliminate the existing weak-
nesses by using the existing capabilities of the enterprise.

We believe that the main directions of improving the
competitiveness of Nova Poshta LLC with the help of
Internet technologies are:

1. Development of e-commerce: expanding the range
of goods and services on the company’s website, improv-
ing the quality of the virtual environment for customers.

2. Mobile App Development: Expanding the features
of a mobile app that allows customers to track their ship-
ments, order delivery, and use the company’s services.

3. Improving customer service: developing new inter-
active forms of customer interaction, such as chatbots,
improving the quality of answers to customer questions,
quickly solving customer problems.

4. Implementation of a loyalty system: creating a loy-
alty program for customers that allows you to attract new
and retain regular customers, as well as encourage them to
use the company’s services more actively.

Table 5 — List of factors of Nova Poshta LLC according to the PEST-analysis method

Political factors (P)

Economic factors (E)

1. The stability of the political situation in Ukraine has a
positive impact on the business climate, which is conducive
to the company's development.

2. Legislative changes related to taxation and regulation

of logistics services may have an impact on the company's
operations.

1. Economic development and increased consumer demand in the
market may have a positive impact on the company's development.
2. Dependence on the currency exchange rate and inflation may
adversely affect the company's financial performance.

3. Competition and salary increases may increase the cost of staff
retention.

Social factors (S)

Technological factors (T)

1. Changes in consumer needs and demand may affect the
choice of services and methods of obtaining them, which
may affect the company's operations.

2. Changes in demographics and cultural environment may
affect consumer behaviour and choice of services.

1. Advances in technology can help improve and optimise a
company's delivery and logistics processes.

2. The risk of technology obsolescence and competition in the
market may influence the need for continuous improvement of
technologies and increase of investments in this area.

Table 6 — SWOT analysis of Nova Poshta LLC

Strengths

Weaknesses

1. A wide network of branches and warehouses throughout
Ukraine, which ensures high availability of services to
customers.

2. High level of technological equipment and process
automation, which ensures efficient and fast operation of the
company.

3. Extensive experience in logistics and cargo transportation,
which allows us to provide high quality services.

1. High costs of developing a network of branches and
warehouses.

2. Dependence on economic and political factors in Ukraine,
which may adversely affect the company's operations.

3. Insufficient understanding of consumer needs and customer
preferences.

4. High competition in the labour market and rising wages.

Potential opportunities

Threats and challenges

1. European integration processes in Ukraine.

2. Expansion of the network of branches and warehouses
throughout Ukraine.

3. Expanding the range of services.

4. Use of the latest technologies to improve the quality and
efficiency of services.

with a high level of economic development and consumer
demand.

with international logistics companies.

brand in the market.

5. Development of transport and logistics in cities and regions

6. Entering the international market and expanding cooperation

7. Active advertising campaign and promotion of the company's

1. A full-scale Russian invasion.

2. Economic and political instability.

3. Competition in the logistics market from national and
international companies.

4. Political and economic instability in Ukraine.

5. Risks associated with changes in legislation in the field of
logistics and cargo transportation.

6. Decrease in demand for delivery services due to a decrease in
consumer demand in the market.

7. Changes in the popularity of e-commerce and an increase in
the number of purchases in physical stores.

19



Financial Strategies of Innovative Economic Development. Ne 3 (63), 2024

5. Use of social networks: actively work with your social
media accounts, launch promotions and contests, attract
new customers through advertising on social networks.

6. Data analysis and optimization: the use of infor-
mation about customers and their behavior on the site to
improve sales processes and increase the effectiveness of
advertising campaigns [9, p. 54].

7. Using artificial intelligence and machine learning to
analyze customer behavior and predict their needs. Artificial
intelligence can help a company analyze large amounts of data
collected about shoppers, their purchases, habits, and behav-
ior. Based on this data, you can develop forecasts about the
demand for goods and services, as well as determine which
products and services are most popular among customers.

8. The use of blockchain technology to ensure the secu-
rity and reliability of transactions and reduce the cost of
intermediary services.

9. The use of blogging technology, which allows com-
panies to create interesting and departmental content that
attracts attention and arouses the interest of potential cus-
tomers [10, p. 161].

10. Implementation of online chat and video conferenc-
ing technology to ensure fast and efficient communication
with customers.

The introduction of artificial intelligence to improve
the company’s competitiveness can have a significant posi-
tive effect on the economic activities of Nova Poshta LLC.

The main benefits of using artificial intelligence in
sales include:

1. Process automation: Al allows for the automation of
many routine tasks, such as order processing and mail dis-
tribution, and can also help to reduce the time it takes to
complete these tasks and reduce human error, which can
lead to increased employee productivity and a reduction in
the number of employees required to complete these tasks.

2. Increased efficiency: The application of artificial
intelligence allows you to analyze large amounts of data
and develop forecasts about the demand for goods and ser-
vices, which allows you to plan the supply and distribution
of goods more efficiently.

3. Improved customer service: Al can help a company
respond to customer questions and suggestions quickly
and accurately, as well as offer customized offers and rec-
ommendations based on information about their previous
shopping experiences.

4. Cost Reduction: The implementation of Al can help
reduce the cost of forecasting, logistics optimization, and
resource planning.
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5. Increased productivity: The application of Al can
help to reduce data-related errors, which reduces the time
it takes to resolve issues and increases employee produc-
tivity.

To assess the economic efficiency of the implementa-
tion of artificial intelligence at Nova Poshta LLC, we will
analyze the following:

1. Automation of order processing and mail distribution
can reduce labor costs associated with these processes.

Thus, the average salary of a specialist at Nova Poshta
LLC is UAH 15,000 — 30,000 per month [11]. If, for exam-
ple, the automation of orders will reduce the number of
specialists by 20%, it can lead to savings from 3,000 to
6,000 UAH per month for each specialist.

2. Applying Al to improve employee performance can
help reduce errors and increase productivity.

Thus, according to the State Statistics Service of
Ukraine, the average salary of an information technol-
ogy worker in Ukraine is UAH 30,000 — 50,000 per
month. If it is possible to reduce the number of errors
and increase the productivity of employees with the
help of artificial intelligence, it can lead to savings from
6,000 to 10,000 UAH per month for each employee of
the enterprise [12].

Overall, the cost of implementing Al will depend on the
specific projects and solutions that will be implemented.
However, the use of artificial intelligence can lead to sig-
nificant savings in labor costs, reduced unsold inventory,
and optimized logistics.

Conclusions

Thus, internet technology can be a very useful tool for
businesses in their sales activities. Modern technologies
allow you to attract new and increase the loyalty of regular
customers, automate sales processes, conduct online train-
ing and receive important information about your custom-
ers. Additionally, internet technology is becoming more
accessible and widespread, so businesses that use it may
have an edge over their competitors.

We believe that the introduction of Al can bring signifi-
cant benefits to Nova Poshta LLC, in particular, reduce the
cost of operations and increase the efficiency of business
processes. At the same time, it is worth noting that the cost
of implementing artificial intelligence can be significant,
but it can be justified in terms of increasing the company’s
competitiveness. Therefore, before implementation, it is
necessary to carefully analyze the cost and expected results
in order to make the best decision.
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The article considers key aspects of innovation policy within the framework of post-
war economic reconstruction, specifically from the perspective of world experience
and analysis of best practices of countries that survived the wars. It was indicated
that innovation is a determining factor in competitiveness and reconstruction of
the economy after military conflicts. It is emphasized that countries that actively
invest in science, technology and startups achieve significant economic growth.
Interpreting the experience of Israel and other countries, the article demonstrates
that a successful innovation policy requires a clear strategy and coordination
between government structures, academic institutions and the private sector. For
Ukraine, suffering from the consequences of the war, this means the necessity to
establish specialized organizations to coordinate innovative initiatives and support
scientific developments.

Special attention is given to the role of state financing of innovative projects through
the National Research Fund, which in Ukraine is essential to the development
of scientific potential and the designing innovative products. In the article, the
emphasis is placed on the importance of integrating scientific achievements into
market mechanisms to ensure sustainable economic development.

Finally, Ukraine’s prospects are discussed with reference to increasing exports,
development of high-tech sectors and startups, which can become catalysts for the
growth of the national economy under the conditions of post-war reconstruction.
Taking into account the above-mentioned experience of the countries, the
article recommends that for Ukraine it will be important to actively invest in the
development of high-tech industries and support innovative projects as a strategic
course for overcoming economic challenges after the conflict.

Therefore, the article highlights the key aspects of innovation policy in the post-
war period and is indicative of the importance of a multifaceted approach to its
implementation in order to achieve sustainable economic development of Ukraine.

THHOBAIIMHUM PO3BUTOK BITHOBJIEHHA EKOHOMIKH YKPATHH

B IOBOEHHUM MMEPIOJ

Yepen A.B., Jlemenko A.A.
3anopizbkuil HAYIOHANILHUL YHIgepcumem

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

Karouosi ciioBa:

IHHOBAITi{HA TIOTITHKA, KIIACTEPH,
[IOBOEHHE BiIHOBJICHHS
€KOHOMIKH, 1HHOBAIIIHH1

MIPOEKTH, EKCIIOPT, CTapTaIly,
Hanionanpanii GOHA JOCITITIKESHD,
0e3MIOTHI JIiTajbHI anaparu,
BHCOKOTEXHOJIOTIYHI CEKTOPH.

22

Crartss po3DIsia€ BaKIWBI AaCHEKTH I1HHOBAMIWHOI TONITHKA B KOHTEKCTI
MOBOEHHOTO BiTHOBJICHHSI EKOHOMIKH, 30KpeMa 4epe3 MpU3My CBITOBOTO JOCBIITY
Ta aHaJIi3y KpaluX IpaKTUK KPaiH, 110 IEPeXK T BiitHN. Bu3HayeHo, 110 iHHOBaIIii
€ KIIFOYOBUM (DaKTOPOM KOHKYPEHTOCIIPOMOXKHOCTI 1 BiJHOBIICHHS EKOHOMIKH
TICJIT BOEHHUX KOH(QIIIKTIB. 3a3HaueHO, MI0 KpaiHW, SKi aKTHBHO iHBECTYIOTH Y
HayKy, TEXHOJIOTIi Ta CTapTaInH, J0CAraloTh 3HAYHOTO €KOHOMIYHOI'O 3pOCTaHHSI.
Amnamizytoun jocBia I3paimo Ta iHIIMX KpaiH, CTATTs MOKa3ye, L0 YCIHilIHA
IHHOBAI[II{HA TOJITHKAa BUMAra€ HasBHOCTI YiTKOi CTpaTeril Ta KOOPAMHAIIT MiXK
YPSJOBAMH CTPYKTYpaMH, aKaJIEMIYHUMH YCTAaHOBAMH Ta IMPUBATHUM CEKTOPOM.
Jus Ykpainu, 1mo motepriae BiJ HACHIOKIB BiMHHU, IIe¢ O3HA4Ya€ HEOOXiTHICTH
CTBOPCHHS CIICIIaTi30BaHUX OpraHi3amiii Uil KOOpAWHAII i1HHOBALIHHIX
1HIIIaTHB Ta MATPUMKH HAayKOBUX PO3POOOK.
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OcobnuBa yBara MPHIUIAETHCS PONi Aep:KaBHOTO (piHAHCYBaHHS iHHOBAILIHHIX
mpoekTiB depe3 HamioHampHUE (QoHA mocHimkeHb, Skuii B YKpaiHi Bimirpae
CTpaTeriuHy pojib Y pO3BUTKY HAyKOBOTO MOTEHIIIady Ta CTBOPEHHI IHHOBAIIHHIX
MPOAYKTIB. B cTaTTi miKpecIOeThCs BAXKIIMBICTD IHTErpallii HayKOBUX JIOCSTHEHb
Y PHHKOBI MEXaHi3MH JUIs 3a0€3MeYECHHS CTaJIOr0 €KOHOMIYHOTO PO3BUTKY.
HapemTi, 0OroBoprolOTbCS INEPCHEKTUBH YKpaiHM B KOHTEKCTI 301JIbIIEHHS
€KCTIOPTY, PO3BUTKY BHCOKOTEXHOJIOTIYHMX CEKTOPIB Ta CTapTalliB, IO MOXYTb
CTaTH KaTaxi3aTopamMy 3pOCTaHHs HAIllOHAIEHO! eKOHOMIKH B YMOBaX BiTHOBJICHHS
MiCJIsl BOEHHUX Jil. BpaxoByrouu BuIe3raiaHui 10CBiI KpaiH, CTaTTs pEKOMEHIYE
VYkpaiHi akTHBHO iHBECTYBaTH Yy PO3BUTOK BHCOKOTEXHOJIOTIUHHMX Traily3edl Ta
HiATPUMKY IHHOBALIHHUX IPOEKTIB SK CTpPATeriyHUil Kypc sl TIOJOJIaHHS
€KOHOMIYHUX BUKJIMKIB IiCIIs1 KOHQIIIKTY.

OTke, CTaTTs BUCBITITIOE KITFOUOB1 ACTIEKTH IHHOBAIITHOT TOIITHKH Y ITiCISBOCHHUN
mepiox Ta BKa3y€ Ha BaKIMBICTH KOMILIEKCHOTO MiAXOMYy MO ii peamizarii mis

JIOCSITHEHHS CTAJIOT0 €eKOHOMIYHOTO PO3BUTKY YKpaiHH.

Statement of the problem

Ukraine has to deal with numerous challenges due to
the consequences of the war and the necessity to restore
the economy in the post-war period. According to world
practice, the period of reconstruction after armed conflicts
and wars requires the proper policies to ensure the devel-
opment of all spheres, including the economy. The main
issue is the integration of innovation policy as a driving
force for economic reconstruction and growth.

Analysis of recent researches and publications

With a view to developing an effective innovative pol-
icy and strategy for the reconstruction of Ukraine’s econ-
omy after the war, it is important to consider the latest
research and publications in this field. Yatskevich I. V.

Bila I. S., Posna V. S., Shevchenko O. O. investigated
the innovation policy of the state taking into account the
Global Innovation Index. Investigation shows that innova-
tion is the main engine of economic growth and competi-
tiveness of countries. The introduction of new technologies,
the development of scientific research and the provision
of a background for innovative business significantly
increase economic indicators. Rusnak I., Melikhov O.,
Oleg Ya., Vladislav Sh., Gilova G. give consideration to
the development of the defense industrial complex, namely
the UAV market, as an innovative economic and military
breakthrough. The investigation highlights the importance
of the development of unmanned aerial vehicle technology
for military and civilian needs. Ukraine has great potential
in this area, which can contribute not only to technological
development, but also to attracting investments.

Analysis of the latest research and publications confirms
that innovation policy is a determining factor in the recon-
struction and development of Ukraine’s economy after the
war. The use of international practice, promotion of exports,
development of innovation clusters and introduction of new
technologies can ensure sustainable economic growth and
competitiveness of the country in the world market.

Objectives of the article

The purpose of this study is to determine the main
instruments of Ukraine’s innovation policy in the post-
war period and to develop an investment strategy for the

reconstruction y of the economy with an emphasis on
improving Ukraine’s innovation policy.

The main material of the research

Ukraine faces many challenges due to the consequences
of the war and the reconstruction of the economy in the
post-war period. As the world practice of armed conflicts
and wars shows, after their end, a period of reconstruction,
and the development of all spheres, including the develop-
ment of the economy, depends on the proper policy.

First and foremost, it is important to define what the
term “innovation policy” means. The innovation policy of
the state is an integral implementation of the strategic pri-
orities of innovative reconstruction and development of the
country’s economy in sectors and regions, balanced with
the intellectual potential and production resources of the
regions based on knowledge and innovation [1].

To begin the reconstruction of the economy after the
war, it is important to generate comprehensive reconstruc-
tion programs, find sources of investment and determine
socio-economic developmental factors. Under current
conditions, innovation is a critical driver of economic
reconstruction. International practice confirms the posi-
tive impact of innovations on the country’s competitive-
ness, and their absence can lead to the loss of competitive
positions.

The most innovatively developed are Asian countries
such as Singapore, Japan and South Korea, in North Amer-
ica — the USA and Canada, in the Middle East — Israel, and
among European countries — Germany, Sweden, Switzer-
land, Denmark and Finland [2].

Thus, the World Intellectual Property Organization
(WIPO) in the published annually report of Global Innova-
tion Index 2023 reflects the development of global innova-
tion trends in a period of complete uncertainty of the world
economy [3].

The rating is based on more than 80 indicators and
determines the level of innovation development in differ-
ent countries of the world. Specifically, in our region the
top rating countries are: Switzerland, Sweden and Great
Britain. In the global innovation index, Switzerland, Swe-
den and the USA rank the first, while Ukraine ranks 55th
out of 132 possible countries, and 34th among European
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countries, having fallen by 6 positions since 2021, from
ranking 49th to 55th [1].

In the post-war period, the innovation strategy should
be aimed at achieving long-term socio-economic goals,
among other things at the restoration of high-quality fixed
capital. This is achieved by developing a forecast of scien-
tific and technological development and using a complex
methodology when generating state programs, investment
and innovation projects. It matters that these arrangements
are properly integrated into market mechanisms and pro-
mote the creation of a favorable innovation environment.
State promotion of investment processes in various sectors
should consider the necessities of the market and ensure
the security of the country.

After analyzing the practice of other countries that
experienced armed hostilities, it is now becoming appar-
ent that the successful implementation of innovation policy
in the post-war period required the establishment of spe-
cialized organizations that coordinated and managed the
introduction of new technologies. This approach is also rec-
ommended for Ukraine, specifically in regarding the reori-
entation of the activities of the National Research Fund.

The fund is a critical instrument of state policy, aimed
at financing measures promoting the development of sci-
ence as the determining factor of economic growth. The
main goals of the Fund are:

* provision of incentives for fundamental and applied
scientific research, development of the national research
space and its integration into the world research space;

* development of research infrastructure in Ukraine and
its integration into the world one;

* promoting the establishment of scientific and techni-
cal cooperation between scientific institutions, institutions
of higher education and representatives of the practicable
sector of the economy and the service sector;

* people-to-people exchange of information and scien-
tists, involvement of students and college youth in scien-
tific and technological activities;

 production (branch) based scientific institutions by
arranging tenders at the request of central executive bod-
ies or other customers, subject to the fact that such central
executive bodies or customers provide appropriate funds;

* popularization of scientific and technological activi-
ties [4].

Nevertheless, it is necessary to focus attention on find-
ing and implementing research results, ensuring the avail-
ability of funding and protecting intellectual property [1].

The reconstruction of Ukraine should be aimed at
investing in sustainable companies and infrastructure
development. The growth of export volumes, the extension
of value-added chains in agribusiness, the production of
environmentally friendly steel and the support of IT start-
ups will contribute to the country’s economic growth [5].

Studies confirm that policies promoting to trade and
increased exports can contribute to the growth of a coun-
try’s GDP. Exports contribute to the productivity of compa-
nies, while the structure of exports affects the overall devel-
opment of a country. Therefore, the strategy of increasing
exports may be appropriate for the future economic devel-
opment of Ukraine. The transition to the production of
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goods with a higher added value may be a smart move,
considering that the majority of Ukrainian exports are cur-
rently raw materials and semi-finished products.

To deal with the issue how export promotion has con-
tributed to economic growth, let’s look at examples of
countries that have successfully implemented this strategy
and made significant progress. The best practices of these
countries confirm that prioritizing export sectors, in par-
ticular those with higher added value, may become a deter-
mining factor for growth. Other important catalysts are
investment in innovative high-tech industries, support for
research and development, and reskilling of the workforce.

The first group of countries under consideration
includes the Republic of Korea, Hong Kong, Taiwan and
Singapore, which are known as the “Four Asian Tigers”.
The main driving power of their economic growth in the
second half of the 20th century was export orientation
and a strict policy in the field of innovation development.
These countries took different approaches, with Singapore
and Hong Kong implementing neoliberal trade regimes,
while Taiwan and South Korea adopted hybrid regimes
suited to their export businesses, including incentives for
commodity exports.

It is important to emphasize that the main focus was
on exporting products with high added value. For all four
“Asian tigers”, the largest export sectors in 2020 were:
electrical equipment, equipment and spare parts; devices
for recording and reproducing television images and sound,
as well as parts and accessories for such products; nuclear
reactors, boilers, machines and mechanical devices.

Israel has been holding a course to transform its econ-
omy since the mid-1970s, prioritizing innovative, high-
tech sectors. Furthermore, the country has concentrated on
the development of the defense industry, which includes
the production of complex military systems for the domes-
tic market and export. Today, Israel is among 10 largest
exporters of military equipment. This practice can be a
useful case study for Ukraine, which also has a significant
domestic demand for military equipment and the potential
to become a leading arms producer [6].

Over recent years, Israel has turned into an innovative
economy with a high rate of development. The country
entered the top 10 of the Bloomberg Innovation Index 2021
due to government programs aimed at supporting the science
and technology sector. Over the past 10 years, Israel has spent
more than 4% of GDP on government research and develop-
ment, and that amount is growing. High-tech industries are
prosperous in Israel, contributing to economic growth. Tech-
nology-enabled manufacturing grew by more than 10% in
2021, maintaining its share of GDP at 15.3%. Moreover, in
2021, high-tech exports accounted for 54% of Israel’s over-
all exports. This is an example for Ukraine, where high-tech
industries currently account for about 5% of GDP 7.

In view of the territorial proximity to the potential dan-
ger and excluding the possibility of a quick conflict man-
agement and a change in the imperial policy of the neigh-
boring country, Ukraine should draw attention to the model
of economic development using the example of Israel.

Israel actively promotes innovation, which is repre-
sented by the establishment of Yissum in 1964, which is
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the technology transfer center of the Hebrew University of
Jerusalem. During its existence, Yissum registered 10,700
patents for 3,000 inventions, licensed more than 1,000
technologies and launched 170 startups. This contributed
to attracting more than 2 billion dollars of investments.
Israel is known for its support of entrepreneurship, inno-
vative approaches and inventions financed through loans,
grants and government funding [8].

In in the space of 10 years starting in 1954, Israel’s GDP
grew by about 10% annually, and per capita consumption
increased by 221%. The country practically achieved zero
unemployment and was able to attract significant invest-
ments, establishing a framework of its industry [9].

Consequently, according to the GII, Israel ranks 14 in
the overall rating and ranks the first in the North African
region [3].

Let’s consider Ukraine’s rating over the past 5 years
and analyze trends and prospects for development. The
data are shown in Fig. 1.

Based on the results obtained, we can arrive at the
conclusion that before the full-scale invasion, Ukraine
improved its indicators, but with the beginning of open
armed aggression, the indicators deteriorated and the
country lost several positions in the rating, which indi-
cates a deterioration of the innovation and investment
climate.

In 2023, Ukraine ranked 49" in the annual rating of
startup ecosystems Global Startup Ecosystem Index 2023
by the Global Startup and Innovation Research Center
StartupBlink. The country has deteriorated its ranking by
15 positions compared to 2022, when it ranked 34", Start-
upBlink, associated such an aggressive reduction along
with the full-scale war in our country, which could not but
affect the Ukrainian system of startups [14].
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In the process of development and implementation of
innovative policy in the post-war period, all ministries
of the country should be involved. They should develop
a general strategic concept of innovative development, as
well as form targeted national security and development
programs. State policy should contribute to the creation
of a positive environment for innovative development
through:

* Support for reforms of higher educational institutions,
focusing them on innovation;

* Creation of incubators and support of enterprising
individuals in the creation of startups together with compa-
nies and research institutes, orienting them to the needs of
national and international markets;

* Reduction of taxes and social benefits to reduce the
burden on companies that take innovative risks;

* Barrier lowering to enter markets with a high poten-
tial for innovation;

* Ensuring access to venture capital, especially for
startups;

* Improvement of mechanisms for the protection of
intellectual property rights.

* Adopting the experience of other countries and imple-
menting innovative policies in the military-industrial com-
plex.

It is worthwhile noting that in the post-war period, the
development of entrepreneurial activity in different regions
of Ukraine will be unequal due to the consequences of mil-
itary actions (for example, in Bucha, Izium, Irpen, Mari-
upol, Mykolaiv, Zaporizhzhia). This will contribute to the
creation of innovation clusters, which are a complete sys-
tem of enterprises and organizations engaged in the pro-
duction and consumption of innovative products. Clusters
cover the entire innovation chain — from the development

Ukraine's rating in the Global Innovation Index
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Fig. 1 —Ukraine’s Rating for 2019 to 2023

The source is generated based on [3], [10], [11], [12], [13].
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of fundamental scientific ideas to the production and distri-
bution of finished products, as well as a system of close ties
between firms, their suppliers, customers and educational
institutions.

Innovation clusters form a system of extension of new
knowledge and technologies, accelerate the transformation
of inventions into innovations, and innovations into com-
petitive advantages. They also contribute to the develop-
ment of quality and sustainable relationships between all
participants.

Another trend of development of the innovation pol-
icy of the state may be the development of unmanned
aerial vehicles. Consequently, as of 2021, according to the
information bulletin White Book 2021. Defense Policy of
Ukraine, 42 remotely piloted aircraft systems of various
modifications were purchased [15], and from July 1, 2022
to June 15, 2023, just one Drone Army concluded 64 con-
tracts for 10.6 billion UAH for the purchase of more than
17,000 unmanned combat aerial vehicles and reconnais-
sance and surveillance drones [16].

In June 2023, in connection with the change in the
nature of hostilities in the south and east of Ukraine and
state support for the production of UAVs, the situation
in the Ukrainian market for the production of military
drones began to change. Manufacturers began to pay more
attention to the development and production of combat
unmanned combat aerial vehicles.

Prospects for the development of the market of
unmanned aerial vehicles in Ukraine. The Minister of Dig-
ital Transformation of Ukraine has evaluated the progress
in the development of unmanned technologies as far as our
own production is concerned. According to him, in compar-
ison of the last year, the production of UAVs in Ukraine in
some categories has tenfold increased, and in some cases
even hundredfold. The industry is actively developing: if 7
companies were brought into production in the fall of 2022,
then as of July 2023 there were 40 of them. Moreover, doz-
ens more companies with which the state will conclude
contracts are planned to be established in the near future.

Around military needs, the development of the UAV
market in 2024 is predicted to be aimed at increasing the
production of kamikaze-type combat drones and reusable
FPV combat drones. The segment of using transport UAV's
and mission-oriented UAVs, for example, for the search
and detection of mine-explosive barriers, remains open.

For the production of more technological UAVs, it is
possible to use the infrastructure of foreign factories. In the
future, due to state support, the economic model of demand
and supply will encourage developers to produce a larger
number of existing drones, and the competitive market
will promote the development of new types of UAVs with
improved characteristics [17].

The war has entailed significant losses among the pop-
ulation and large-scale destruction, which significantly
affected the economy of Ukraine. According to the Rapid
Damage and Needs Assessment for Ukraine as of 2022,
direct material damage is estimated at $135 billion, which
is more than 60% of the country’s pre-war GDP. These
damages include residential buildings, transportation infra-
structure, energy systems and businesses. The estimated
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cost of reconstruction and rehabilitation is approximately
411 billion US dollars [18].

Considering these circumstances, the report identifies
effective mechanisms for sustainable and effective recon-
struction and transformation of Ukraine. With an emphasis
on innovative investment strategies to support local small
and medium-sized enterprises, entice international compa-
nies and create specialized investment mechanisms. These
strategies are aimed at promoting economic sustainability
and development, creating a road map for the reconstruc-
tion and transformation of Ukraine with an emphasis on
sustainable development and international cooperation.

The future of Ukraine is connected with integration
with other democratic countries, especially with those
closest to it. The report notes that improving cooperation
and integration with the European Union is beneficial for
Ukraine and Europe, for global trade, and for the entire
democratic world [19].

Conclusion

Considering the world practice and national realities,
Ukraine can improve its innovation policy by implement-
ing the following critical aspects:

1. Creation of innovative infrastructure platforms: it is
necessary to promote the formation and development of
innovative clusters, where conditions for interaction and
joint development of new technologies will be created on
the basis of scientific institutions, higher educational insti-
tutions and private companies.

2. Financial support for innovative projects: devel-
opment of specialized funding programs for startups and
high-tech enterprises, including state grants, investment
funds and tax incentives for innovative companies.

3. Incitement of technology transfer: creation of con-
ditions for active transfer of scientific developments from
the field of science to the field of practical application in
industry and services.

4. Development of education and science: strengthen-
ing the connection between the educational process and
the needs of the labor market, promoting an innovative
approach in education and research, as well as engaging
young talented people to scientific and technical activities.

5. Protection of intellectual property: development of
an effective system of protection of intellectual property
rights, which would facilitate the introduction of innova-
tions and support of innovative enterprises.

6. International cooperation: development of interna-
tional partnerships and cooperation with countries with
developed innovative economies for the exchange of expe-
rience and technologies.

7. Regulatory changes and legal framework: improving
legislation aimed at supporting innovation and creating a
favorable legal environment for the development of high-
tech industries.

These aspects shall be integrated into a single strategy
of innovative development, which would take into account
the specifics and needs of the Ukrainian economy in the
conditions of post-war reconstruction. Such a multifaceted
approach will create a stable basis for economic growth
and increase the country’s competitiveness.
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The article addresses the issue of product delivery under the condition that delivery
costs are estimated based on the reports of economic agents. The cost of delivering
goods along a specific route may be uncertain and dependent on the individual
preferences of carriers. For instance, a carrier might prefer a route that passes by a
store they want to visit, a dining facility, or one that is perceived as safer from the
carrier’s perspective. Naturally, only the carrier can determine this internal cost of
transporting goods. The question arises: how can a system of delivery routes be
chosen that serves as a compromise between the carriers’ preferences? Formally, the
task is to minimize the collective transportation costs as much as possible. Here, the
costs are calculated based on the prices reported by individual economic agents, the
carriers. However, the carriers’ reports may not necessarily be truthful. To secure a
more favorable route, a carrier might provide false information about transportation
costs. How can agents be incentivized to provide truthful information? One
approach to solving this problem is the key agent mechanism, which is discussed
in this paper. As a result of the study, a mathematical model of the product supply
process with uncertain delivery prices has been developed, which can be used in the
development of decision support systems in transportation logistics.

MATEMATHYHA MOJIEJIb TPOLIECY MOCTAYAHHSA NPOAYKIII
3 HEBUBHAYEHUMMU HHIHAMMU JOCTABKH

Ko3in I.B., Makcumko H.K., lonina K.O.

3anopizbkuii HAYiOHANILHUL YHi6epcUumem

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

Kuarouogi ciioBa:

JIOTiICTUYHI CHCTEMH, TPAHCTIOPTHA
JIOTiCTHKA, TPAHCIIOPTHA 3a/1a4a,
MEXaHI3M KJIIOYOBHUX arcHTIB.

Crartss mpuCBsiueHa MpobieMi JOCTAaBKM MPOAYKIii MpHW yMOBi, IO BapTicTh
JIOCTaBKH OLIIHIOETHCSI Ha 0a31 MOBIOMJICHb €EKOHOMIUHHX areHTiB.

Bapricth 1OCTaBKM TpOOYKUil 3a KOHKPETHHMM MapLIpyTOM Moxe OyTH
HEBM3HAYCHOI 1 0a3yBaTHCs Ha IHAMBIAYyaJbHUX YNOAOOAHHSX MEPEBI3HHUKIB.
Hanpuknan, mepeBi3HUK MOXe IparHyTH BUOpAaTH MapIpyT, KU IPOXOIANUTH ITOB3
MarasuH, sIKUi BiH XOTiB BijiBijatu abo MoB3 inanbHi, 200 MpocTo Oe3MeuHimuii 3
TOYKH 30py KOHKPETHOT'O ITepPEBi3HUKA. 3BICHO, L[I0 BHYTPILIHIO LIHY [IEPEBE3CHHS
TOBapy 3 HOIIISY OKPEMOTO MEePEBi3HUKA MOXKE BU3HAYNTH JIUILE CaM ITEPEBi3HUK.
BuHMKae nuTaHHs: IK BUOpATH TaKy CUCTEMY MapIlpyTiB JOCTABKH B TPAHCIIOPTHIH
3ajadi, sika Oyna O CBOEPITHIM KOMIIPOMICOM MiX MOOaKaHHSIMHU TIEPEBI3HUKIB.
dopmanbHO 3aBIaHHS IIONSITAE B TOMY, HIOO sIKOMOTa 3MEHIIMTH KOJICKTHBHI
BUTpaTd Ha MepeBEe3eHHs ToBapy. TyT BHUTpaTH pO3PAXOBYIOTHCS BHUXOASYH
3 MiH, AKi MOBIIOMIISIOTH OKpEeMi €KOHOMIYHI areHTH — mepeBi3HuKu. [Ipote
MOBIZIOMJICHHSI TIEPEBI3HUKIB HE OOOB’SI3KOBO OyayTh IpaBauBumu. st Toro,
mo6 3abe3mednTH coOi OUIBII BUTIMHUN MapHIpyT, IEPEBI3HUK MOXE IIepenaTu
XHOHE MOBIIOMIICHHS PO 1[iHYy TepeBe3eHHs. SIK 3MyCHUTH areHTIB HOBIIOMISATH
npaBauBy iH(opmariro? OmHUM i3 crnoco0iB BHUPIMICHHS Takoro 3aBJaHHS €
MEXaHi3M KJIFOYOBHX areHTiB, IKUW 1 pO3TVIAAaTUMETRCS B IaHiid pOOOTI.
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Problem Statement

Let’s consider the problem in the following formula-
tion. There are nnn storage points where a homogeneous
product is stored and mmm consumption points where this
product is needed. Each storage point has a dedicated car-
rier responsible for transporting the product from that spe-
cific point. The product can be delivered from any storage
point to any consumption point via a corresponding route.
Each of the mnmnmn routes connecting the storage and
consumption points has its own transportation cost for the
respective carriers. The task is to find such a delivery plan
that minimizes the total transportation costs, calculated
based on the carriers’ reported prices. However, the carri-
ers’ reports about the costs might be inaccurate.

Certain conditions must be considered mandatory:

1. The selection of the optimal system of routes is
based on the agents’ reports about transportation costs,
reducing the problem to solving a transportation problem.
This rule is known to all agents.

2. The behavior of the agents—the carriers—is non-co-
operative, meaning the carriers cannot coordinate their
reports, and no agent has information about the reports of
other agents.

3. Agents may be subject to penalties, and the penalty
amount is determined based on all agents’ reports. The rule
for determining penalties is known to all agents.

4. Each agent aims to minimize their individual costs,
including penalties.

Review of Recent Research and Publications

The transportation problem discussed in this article
belongs to the broader class of transportation logistics
problems. Significant contributions to the development
of transportation logistics management and the system
for evaluating the efficiency of logistics activities have
been made by Ukrainian scholars such as B.A. Anikin,
V.G. Banko, A.V. Lozovyi, L.B. Myrotina, O.A. Novikov,
M.A. Perebyinis, B.V. Shabov, and others [1-5].

The active development of logistics theory began in the
first half of the 20th century. The modern perspective on
transportation logistics started to take shape in the United
States in the second half of the 20th century [2,4]. By the
mid-1950s, the term “logistics” had become part of eco-
nomic terminology. One of the main and integral compo-
nents of the logistics system is transportation. Transpor-
tation is a crucial element of various economic processes
(such as production, trade, etc.). Therefore, problems
related to transportation management play a significant role
and occupy a prominent place in logistics theory [6-13].

A number of factors define transportation logistics as
an independent branch of economics:

1. The presence of transportation in all tasks related to
managing product flows.

2. The inclusion of transportation logistics within the
system: “supply — production — distribution — consumption.”

3. The numerous transportation challenges associ-
ated with selecting distribution channels for raw materi-
als, semi-finished products, and finished goods within the
logistics system.

ISSN Print 2786-5150
ISSN Online 2786-5169

4. The large number of economic agents (transporta-
tion and forwarding companies) that play a significant role
in organizing optimal delivery of goods, both in domestic
transportation and international shipping.

5. The high share of transportation costs, which can
reach 50% or more of the total logistics costs associated
with moving goods from the primary source of raw materi-
als to the end consumer of finished products.

6. The substantial share of the transportation compo-
nent in the external trade price of goods, especially for
countries with long transportation distances.

Transportation logistics enables the solution of three
main tasks within this system [5], specifically tasks
related to:

1. Forming service market zones, forecasting material
flow, processing material flow within the serviced system
(supplier’s warehouse, consumer, wholesale trading com-
pany), and other activities related to the operational man-
agement and regulation of material flow.

2. Developing a system for organizing the transporta-
tion process (transportation plan, activity distribution plan,
cargo flow formation plan, transportation schedule, etc.).

3. Managing inventories and servicing them with
transportation means and information systems.

4. Mathematical methods in modern transportation
logistics began to develop at the start of the 20th century
[13-15]. Today, it is impossible to imagine solving trans-
portation management problems without using mathemat-
ical models, methods, and information systems. The trans-
portation models are examined in the works of scholars
such as O.Yu. Zaichenko, Yu.P. Zaichenko, O.M. Isakova,
O.M. Shevchenko, S.I. Nakonechny, and S.S. Savin.

5. One of the challenges in the practical application of
scientific achievements in this field is the behavior of eco-
nomic agents. The issue lies in the fact that agents do not
necessarily convey accurate information in their reports.
Each participant in the economic process seeks to improve
their own utility. Rational behavior of an economic agent
may involve providing false information for collective
decision-making if it results in the enhancement of their
own utility function. Consequently, a particular type of
uncertainty arises in such problems, not due to the inaccu-
racy of initial data, but due to the deliberate misinformation
provided by agents, participants in economic processes.
This situation resembles a cooperative game with many
participants [16,17]. One method to reduce this uncertainty
is the key agent mechanism [18].

Objectives

The goal of this article is to develop a mathematical
model for a transportation problem where transportation
costs are determined based on the reports of carriers, which
may contain inaccurate information. The task is to use the
key agent mechanism to establish penalties for carriers that
would discourage them from providing false information
about transportation costs. In other words, in the absence
of collusion among carriers, the total costs (including the
penalty) for any individual carrier would be minimized
only when truthful information is provided. This mecha-
nism can be applied in organizing transportation tenders,
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forecasting production costs, and other situations involv-
ing competition among carriers.

Presentation of the Main Research Material

Let us consider the classical formulation of the trans-
portation problem involving n storage points and m con-
sumption points for a product. We will assume that all pos-
sible delivery routes are permissible. Additionally, we will
consider the scenario where information about transporta-
tion costs on these routes is provided by carrier agents.

We will assume the transportation problem is closed,
meaning that the total supply at the storage points equals
the total demand at the consumption points (otherwise, the
transportation problem is open, which can easily be con-
verted to a closed type). The criterion for evaluating the
quality of the solution will be the total transportation costs.

Let the goods be stored in volumes a, i=1,2,...,n at
the storage points. At consumption points j, the volume of
consumption is, respectively, b]. i=12,...,m. The clos-
edness condition of the transport problem has the form

n m
2a=2.b,
i1 =

An acceptable solution to the problem is determined
by the matrix x =(x;)._,. ;-2 » Where each element
x; of the matrix is equal to the volume of transportation
of goods from point i to point j. Taking into account the
closure condition, we obtain the following standard con-
straints of the transport problem:

Zx,.j:a,. i=12,..,n,

=1

Zx[/:bj j=L2,...m, (1)
i=1

x; 20 Vi, j.

The criterion of the problem, taking into account the
above assumptions, has the form:

F(x)= ZZ ¢;X,; — min . 2)
i=l j=1
Prices ¢, j=1,2,..,m are “correct” prices related to
the i-th carrier agent, which reflect the price of transporting
a unit of goods to the j-th consumer. Moreover, each agent
has his own cost criterion:

EF(x)= Zc,jx —>min, i=12,..,n 3)

In order to obtain more profitable transportation routes,
the i-th agent may transmit incorrect price messages. We
will mark such messages f, j=1,2,...,m. The non-coop-
erative behavior of agents means that when forming their
messages, each agent assumes that the other agents will
convey the true information.

Now we will attribute a fine to each of the agents,

which will be calculated on the basis of the mechanism of

key agents.
Let agent i, report information about its prices
fi; J=L2,..,m, which may differ from real prices
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¢,; J=L2,..,m. Assume that all other agents report the
correct information.
Then the criterion in the optimization problem takes the

following form:

F'(x)= ZZCUX” +z X, o min. (4
i#iy j=1

Let’s define the concept of a key agent in the consid-
ered problem.

We will call an agent i key, the removal of which (and,
accordingly, the removal of the i-th item of goods storage)
leads to the fact that the optimal solution of the transport
problem (no longer closed) for other agents will change in
such a way that their total costs will decrease compared to
by those they had during the optimal solution of the pri-
mary problem.

We define the cost function of a coalition of agents
without an agent with the number i :

F(x)=) D¢, - Q)
i#iy j=1

Consider the auxiliary transport problem with con-
straints (1) and objective function (5).

Let X = (x;.) i=12,..,mj=L2,...m -
the optimal solution of problem (1), (2),
X" = (x;*) i=12,..,mj=12,..m — the optimal

solution of problem (1), (4), obtained when the agent
with number i  incorrectly reports information, and
x=(x;) i=1,2,..,m;j=12,..,m — the optimal solu-
tion of problem (1), (5) Let us determine the amount of the
fine for agent with number i as follows:
=F(x")=F(x") (6)
We note that from definition (6) the inequality S, 20
holds. The agent is key if and only if. S, >0 We also note
that the amount of the fine is determined only taking into
account agents’ reports (in particular, false ones).
Consider the total costs of the agent with number i

1’71.0()6**)+SiO (x )+F x")- F x") =
= Z G+ Y F () =
i#iy j=1
=ZZC;-;X;*—ZZ%- ; =FET)- F CADE
i=1 j=1 i#iy j=1

ok

> F(x") = F(x™) 2 F(x') = F-(x")

From this inequality and definition (2), (5) of the func-
tions F(x) and F-(x), the following inequality follows:

F, x")+ S, = Fg(x) = iic[jx; -

i=1l j=1
_chﬁ Z 'u/ lol - ’o )
iziy j=1
Therefore, the expenses of the agent with number i,
provided that he is informed of incorrect information, is
not less than his expenses when he is informed of correct
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information. Thus, with non-cooperative behavior, it makes
no sense for each of the agents to report incorrect informa-
tion (it does not reduce his costs).

Conclusions

This paper presents a mathematical model for freight
delivery under conditions where transportation costs are
determined by the carrier agents themselves. Under the
assumption of non-cooperative behavior among agents,
the study determines the penalty size at which it is not
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advantageous for any agent to provide false information
about their prices. The optimal solution to the problem and
the penalties are based on the agents’ reports. The key agent
mechanism forms the basis for determining these penalties.

The mathematical model can be generalized to more
complex cases of distributed delivery under uncertain pric-
ing conditions. The developed model of the product supply
process with uncertain delivery prices can be utilized in the
development of decision support systems in transportation
logistics.
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The article is devoted to the study of the concept of “Behavior of economic agents
in the field of transport logistics”, which is important for modern economic theory.
The relevance of this problem is due to the fact that in the context of the rapid
development of the information society and the emergence of new scientific terms,
there is a need for a deep understanding of the knowledge that characterizes the
subject area of research and defines its information model. In a complex dynamic
economic environment, economic behavior is a factor of economic efficiency.
When studying it, the specifics of the subject area are extremely important. This
is especially true for such an area of economic activity as transport logistics. The
growth of transportation volumes, rapid technological changes and the constant
need to optimize logistics processes create the need to analyze, model and predict
the behavior of various agents in this area.

This article uses semantic modeling as one of the approaches to representing
knowledge in the field of transport logistics. This representation is an important
stage in modeling the behavior of economic agents. The study confirmed the
complexity and multidimensionality of transport logistics management processes.
As a result of the study, a semantic model (network) has been built that reflects the
key aspects of the concept of “Behavior of economic agents in the field of transport
logistics”. The semantic model allows to present knowledge about the behavior
of agents in a structured way, to take into account the complex relationships
and contexts that influence decision-making in the field of transport logistics.
Therefore, this network as an information model of the subject area can be the
basis for the development and improvement of decision support systems in the
field of transport logistics. The construction of a semantic network also makes it
possible to identify key areas for further research and the corresponding analysis
and modeling methodologies for optimizing and predicting the behavior of various
agents in the field of transport logistics.

CEMAHTHUYHA MOJEJIb HIOHATTA «IIOBEAIHKA EKOHOMIYHUX ATEHTIB

Y CO®EPI TPAHCIIOPTHOI JIOI'ICTUKH»

Copoka B.B., Makcumko H.K., bamranuuk O.1.

3anopizbkuii HayioHaIbHUL YHIGepCUmem

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

Koarouosi ciioBa:

€KOHOMIYHI arcHTH, OBEIIHKA
€KOHOMIYHHMX arcHTIB,
TPaHCTIOPTHA JIOTICTHKA,
CEMaHTHYHA MOJIEIIb.
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CrarTs npucBsiY€HA OCITIHKEHHIO BaKIIMBOTO ISl Cy4acHOI eKOHOMIYHOT Teopii
MOHSATTS IIOBEAIHKA EKOHOMIYHMX areHTiB y c¢epi TPaHCIIOPTHOI JIOTiICTHUKIY.
AKTyaJIbHICTh Li€1 TPOOIEMH 3yMOBJIEHA THM, III0 B YMOBAaX IIBUJIKOIO PO3BUTKY
iHpOpMaNifHOTO CyCHUIBCTBA Ta IOSBOI0 HOBHUX HAyKOBHX TEPMIiHIB BHUHHKAE
HEOOXiHICTh IIMOOKOTO OCMHCIICHHSI 3HaHb, IO XapPaKTEPU3YIOTh MPEAMETHY
o0nacTe DOCIHIIKEHHS Ta BU3HAUYaIOTh ii iH(OpMaIiiHy Monenb. Y CKIaJHOMY
JMHAMIYHOMY E€KOHOMIYHOMY CEpEIOBHILI €KOHOMIYHa IOBEHIHKA € (haKTOpoM
eextuBHOCTI ekoHOMiku. [lpm 11 mOCHiIpKeHHI HaI3BHYAHO BaXKIHBOK €
cnenudika mpeameTHOi oOmacti. OCOOMMBUM YHHOM I€ CTOCYETHCS TaKOi
cepy eKOHOMIUHOI JisUTBHOCTI SIK TPAHCIIOPTHA JIOTICTHKA. 3pOCTaHHS 00CsATiB
TPaHCIIOPTHUX ITIepeBe3eHb, IIBHUJKI TEXHOJOTIYHI 3MIHM Ta IIOCTiiHa moTpeda
B ONTHMI3allil JIOTICTHYHMX IIPOLECIB CTBOPIOIOTH HEOOXiJHICTD aHalIi3Yy,
MO/ICIIOBAHHS Ta IPOTHO3YBaHHS MOBEAIHKU Pi3HUX areHTIB y Lii cdepi.
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VY wmiif cTarTi BUKOPUCTAaHO CEMaHTHYHE MOJCTIOBAHHS SK OIWH i3 MiAXOIIB IO
MIPECTABIICHHS 3HAHb y c(epi TPAHCIIOPTHOI JIOTICTHKH. Take MpeaCcTaBICHHS €
BOXJIMBUM €TaIllOM MOJEIIOBAHHS MOBEIIHKH €KOHOMIUHUX areHTiB. [IpoBenene
JOCIIJDKEHHST MIATBEpAWIIO CKJIAIHICTh Ta 0araroacrnekTHICTh NpOLECiB
YIIPaBJIiHHS TPAHCIIOPTHOIO JIOTICTHKOI0. Y pe3yJsbTaTi JOCIHIiKEHHS T00y10BaHa
CEMaHTHYHA MOJAETh (Mepexa), IO BimoOpaXkae KIFOYOBI AaCIEKTH IMOHSTTS
«TIOBEIIHKA EKOHOMIYHHX areHTiB y c(hepi TpaHCIOPTHOI JoTicTHKMY. CeMaHTHYHA
MOJIETIb JIa€ 3MOTY CTPYKTYPOBAHO MPEICTABUTU 3HAHHS PO TOBEIIHKY arcHTIB,
BpaxyBaTH CKIIAJ(HI B3a€MO3B’SI3KH Ta KOHTEKCTH, SIKi BIUIMBAIOTh HA MPUHHATTS
pimenb y cdepi TpancropTHOi sorictuku. Tomy 1 Mepexa sik iHdopmariiiHa
MOJICTTh TIPEJMETHOI 00JIacTi MOke OyTH TOKJIaJeHAa B OCHOBY pPO3POOKH Ta
VIOCKOHAJICHHSI CUCTEM MiIATPUMKH TPUHHSTTS PIlllEeHh y Tally3i TPaHCHOPTHOL
norictukd. [To0y0Ba CEeMaHTHYHOT MEPEXI TAKOXK JA€ 3MOTY BHSIBUTH KJIFOYOBI
HamlpsMHU TMOJANBIIAX AOCTIDKeHh W BIAMOBiAHI M Meromonorii amamizy Ta
MOJISITIOBAHHS JJIs ONTHUMI3allii Ta MPOrHO3YBaHHS MOBEIIHKH PI3HUX areHTIB Y

ctepi TPaHCHOPTHOT JIOTICTHUKH.

Statement of the problem

Efficient transport logistics management requires a
deep understanding of the behavior of economic agents,
such as producers, suppliers, carriers and consumers,
because the growth of transportation volumes, rapid tech-
nological changes and the constant need to optimize logis-
tics processes create the need to predict the behavior of
various agents in this area. An effective tool for analyzing
this behavior and developing approaches that help improve
the efficiency of management decisions made in the field of
transport logistics is the use of economic and mathematical
models, which in turn are based on the basis of, among
other things, behavioral economics.

The development of a system of models of behavior of
economic agents in the field of transport logistics allows
to improve the planning and management of logistics
processes, reduce costs, increase the level of service and
ensure competitive advantages in the market. In addition,
taking into account the behavioral aspects of economic
agents is important in the context of the development of
modern technologies, such as autonomous cars, drones,
and other innovative solutions in the field of transporta-
tion. Analyzing and modeling the behavior of economic
agents makes it possible to predict possible scenarios for
the introduction of these technologies and their impact on
the transport system as a whole.

However, in the context of the rapid development of
the information society due to the emergence of new sci-
entific terms and features, the development and application
of appropriate models and methods is impossible without a
deep understanding of the knowledge that characterizes the
subject area of research, constitutes its nomological basis
and defines the information model.

Analysis of latest research and publications

Recent studies and publications show that today much
attention is paid to the development and improvement of
processes in the field of transport logistics. This is due to
the fact that transport logistics is one of the most important
infrastructure sectors of material production, which meets
production and non-production needs in all types of trans-
portation. Paper [1] analyzes the essence of the concept of

“transport logistics”, its development, and the impact of
globalization and internationalization on modern logistics.
The goal of transport logistics, as formulated in this paper,
is to ensure that commodity products are in a specific place
at a specific time by moving them between sites and partic-
ipants in the supply chain.

The Report [2], which is based on a global survey of
the world’s most active freight forwarders and express car-
riers, provides an assessment and comparative analysis of
logistics efficiency from 150 countries. This paper presents
the Logistics Performance Index (LPI) and other indicators
for the first time, which made it possible to assess the state
of development of trade logistics at the global level and
provide recommendations for reforms and investments in
trade and transport facilitation.

Ukraine has long been not only a part of the civi-
lized world and integrated into global trade, but also
a rather important exporter of goods and services to
Europe and other countries. In 2018 The Cabinet of Min-
isters of Ukraine approved the National Transport Strat-
egy of Ukraine for the period up to 2030 [3]. The place
and problems of transport logistics in Ukraine have been
studied, in particular, in [4-5], and the issues of improv-
ing approaches and management methods in this area are
urgent. Therefore, in recent years, the rapid development
and the need to solve many urgent problems have attracted
the attention of domestic and foreign scientists and practi-
tioners to logistics. Their works reveal various theoretical
and applied aspects of this field of activity, and take into
account new challenges. Thus, paper [6] provides an over-
view of the existing academic literature on the relationship
between sustainable development and the service supply
chain (SSC), while [7] addresses the problem of studying
the impact of major disasters on supply chains (SC) and
developing countermeasure strategies in such cases. Paper
[8] is devoted to the use of new technologies to achieve
the goals of the circular economy in the logistics sectors
during the COVID 19 pandemic. Paper [9] considers the
impact of artificial intelligence on the planning processes
of logistics systems, taking into account the latest infor-
mation and digital technologies and methods, analyzes the
features of applying intelligent algorithms and machine
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learning methods to optimize key aspects of logistics, such
as transport routing, inventory management, and demand
forecasting.

The analysis of publications shows that the effective-
ness of research significantly depends on the chosen tools,
which should take into account the dynamism, stochas-
tic nature of the logistics system, and the effects of many
influences of the external and internal environment on the
final indicators of its functioning. This is especially true for
the behavior of economic agents in the field of transport
logistics. This behavior is determined by a complex system
of interrelationships, including economic, technological,
social and regulatory factors. The study of these interre-
lationships requires the use of comprehensive approaches
and models that can reflect the multidimensionality and
dynamism of processes.

The theoretical basis for studying of the behavior
of economic agents in the field of transport logistics
is behavioral economics [10], and one of the effective
tools for researching and analyzing the features of this
behavior is the construction of semantic models (net-
works) [11-14].

A semantic network is one of the ways to represent
knowledge. According to [12], a semantic network is an
information model of a subject area that has the form of
an oriented graph, the vertices of which correspond to
the objects of the subject area, and the arcs (edges) define
the relationship between them. Objects can be concepts,
events, properties, processes.

To describe a mathematical model, a graph G is repre-
sented by a set of vertices V and a set of relations between
them (arcs) E: G=(V,E). To use the apparatus of mathe-
matical logic, it is assumed that each vertex corresponds
to an element of the subject set, and an arc corresponds to
a predicate. There are two classifications of semantic net-
works: a) by the number of concepts the network contains
(arity); b) by the number of types of relations. As a rule,
the number of types of relations in a semantic network is
determined by its developer.

Goals formulation

The semantic model allows not only to present knowl-
edge about the behavior of agents in a structured manner,
but also to take into account the complex interrelationships
and contexts that influence decision-making in the field of
transport logistics.

The purpose of this article is to build a model in the
form of a semantic network of the concept “Behavior of
economic agents in the field of transport logistics”.

Presentation of the main research material

In order to build a semantic network of the concept
of “behavior of economic agents in the field of transport
logistics” as a model of the subject area of research, we
will clarify its substantive aspects; study its components
and links with other important concepts.

In general, the concept of “behavior of economic
agents” reflects the actions and decisions they make in
the course of their economic activity. In other words, eco-
nomic agents are households, businesses, governments and
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other organizations that interact in the market to produce,
distribute and consume goods and services [5].

In order to have a certain understanding of economic
mechanisms of interaction between agents and effective
management of economic processes, it is necessary to
understand exactly how economic agents think when mak-
ing various types of economic decisions. The behavior of
economic agents is a series of behaviors, actions and rela-
tionships that each subject of economic relations manifests
in the process of interaction with the environment.

The behavior of economic agents in the field of transport
logistics includes various aspects and decisions they make to
ensure efficient and cost-effective movement of goods and
services, such as approving decisions on the choice of trans-
port routes, optimising transport costs, managing invento-
ries, selecting of suppliers and partners in logistics chains, as
well as interacting with the market and competitors.

Economic agents in this area are (Fig. 1):

* households — individuals or groups of people who
live together and running a common household. In the field
of transport logistics, households usually act as final con-
sumers of goods and services. Their behavior affects the
demand for delivery of goods, especially in the context of
the growth of e-commerce;

* enterprises — organisations that produce goods or pro-
vide services for profit. They are key agents in the field of
transport logistics, as they are responsible for the produc-
tion, distribution and sale of goods. Enterprises actively
use logistics services to efficiently move their goods;

« the state is a political and administrative organization
that manages society and regulates activities in the field of
transport logistics through legislation, standards and infra-
structure investments. It creates conditions for the efficient
operation of logistics systems and ensures the safety of
transport;

+ financial institutions — organizations that manage
financial resources. And also provide financial services
necessary for the functioning of logistics processes, includ-
ing procurement financing, infrastructure investments and
cargo insurance;

« foreign agents — economic entities that are located
outside the national economy, but influence it through
international trade, investments and other forms of eco-
nomic interaction;

* non-profit organizations — organizations that work
not for profit, but to achieve social, cultural, educational or
other socially useful goals. In the field of transport logis-
tics, they can be involved in humanitarian or environmen-
tal projects aimed at improving logistics processes and
supporting sustainable development.

In the context of the behavior of economic agents in
the field of transport logistics, each of these agents per-
forms specific roles and functions that influence logistics
processes and decisions.

In transport logistics and in the modern economy as
a whole, one of the most important concepts is the con-
cept of logistics operation. According to [15,16], logistics
operations are a set of actions aimed at transforming mate-
rial and/or information flows. Logistics operations with
material flow include loading, transportation, unloading,
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Economic agents in transport logistics
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Figure 1 — Economic agents in the field of transport logistics
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Figure 2 — Logistics operations in the field of transport logistics
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Figure 3 — Vehicles for transporting goods in the field of transport logistics

unpacking, assembly, storage, packaging, etc. Information
flow logistics operations include collection, processing
and transmission of information. These operations play a
key role in ensuring an efficient supply chain that allows
companies to meet consumer needs in a timely and effi-
cient manner. Logistic operations (logistics) contribute to
the reduction of costs of storing and transporting goods,
optimize the distribution of resources and ensure flexibility
in production and supply [17].

Logistics operations are carried out by economic agents
who can perform, optimize, order and invest in such logis-
tics operations (Fig. 2):

transportation — the movement of goods from the place
of production to the place of consumption or storage. It is a
key element of logistics that requires optimization of costs,
time and resources;

* storage — involves keeping goods in warehouses until
they are moved or sold, and is an important aspect to ensure
continuity of supply;

» cargo handling — includes all actions related to the
preparation of goods for transportation, including packag-
ing, labeling and loading and unloading operations;

* route planning — choosing the most effective ways to
transport goods, taking into account costs, time, safety and
other factors;

* inventory — information and accounting support of
any transport logistics operations.

Each of these processes in the field of transport logistics
is critically important and interrelated. Economic agents
play different roles, ensuring the efficiency and reliability
of logistics operations, which in turn affects the overall
productivity of the economy.

Various types of transport are used for logistics oper-
ations. Each type of transport has its own characteristics,
advantages and disadvantages, which affects the decisions
of agents. The most popular among all are cars, railway,
sea, and air transport (Fig. 3).

Road transport is one of the most flexible and com-
mon ways of transporting goods, especially over short
and medium distances. It provides high mobility and
availability.

Railway transport is an efficient means of transporting
large volumes of goods over long distances. It is character-
ized by high carrying capacity and economy.

Maritime transport is key to international trade, pro-
viding transportation of large volumes of goods between
continents. It is characterized by low transportation costs
per ton of cargo over long distances.

Air transport is the fastest way to transport goods, but
it is also the most expensive. It is used to deliver urgent,
valuable or perishable goods.

Each type of transport has its own unique characteris-
tics that determine the behavior of economic agents in the
field of transport logistics. The choice of transport depends
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on specific needs, such as delivery speed, volume of cargo,
cost of transportation and distance, which affects the deci-
sions and strategies of households, enterprises, the state,
financial institutions, foreign agents and non-profit organ-
izations [18].

Each of the listed vehicles consumes resources (Fig. 4)
that are important for the efficient operation of logistics
processes, namely:

* fuel — is the main resource for all types of transport,
determining the cost and efficiency of logistics operations;

* labor force — includes personnel engaged in logistics
operations, including drivers, warehouse operators, route
planners and other specialists;

 capital — includes financial resources needed for
investments in vehicles, infrastructure, technologies and
other assets;

* information systems — are key to managing logistics
processes, ensuring effective planning, monitoring and
control of transportation.

In the field of transport logistics, logistics infrastructure
plays an important role in ensuring the efficient performance
of logistics operations. Logistics infrastructure includes var-
ious objects and systems that create the basis for the move-
ment of goods and the provision of logistics services.

The logistics infrastructure is a set of technical, organ-
izational and economic elements, by means of which all
types of economic flows (material, financial, information,
labor, energy, return) carry out a cyclical movement with
the greatest efficiency from the supplier of resources to the
final consumer [19, p. 157].

The main elements of the logistics infrastructure
include (Fig. 5):

« warchouses are objects where goods are stored before
their further transportation or sale. They play a key role in
maintaining stocks, maintaining product quality and ensur-
ing continuity of supply;
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* transport terminals are hubs where goods is trans-
shipped between different modes of transport (road, rail,
sea, air);

* roads are the main transport arteries that ensure the
movement of road and rail transport. They are critical
for ensuring efficient transportation of goods over short,
medium and long distances;

* ports are transport hubs on the coasts where sea ves-
sels are loaded and unloaded for international trade and the
transportation of bulky cargo;

* airports are transport hubs where cargo planes are
loaded and unloaded, ensuring fast transportation of goods
over long distances.

All these elements of logistics infrastructure are crit-
ical, because they influence the behavior of economic
agents in the field of transport logistics. The speed, cost
and reliability of logistics operations depends on their effi-
ciency, which in turn determines the overall productivity
and competitiveness of the economy.

In the field of transport logistics, the behavior of eco-
nomic agents is largely determined by rules and regula-
tions (Fig. 6), which include laws and regulations, customs
regulations, environmental standards and transport safety.
Each of these aspects affects different stages of logistics
processes and requires appropriate adaptations on the part
of agents.

Laws and regulations regulate the legal aspects of
logistics activities, defining standards, requirements
and procedures that all participants in the logistics pro-
cess.

Customs regulations determine the rules for the import
and export of goods, including tariffs, quotas, licenses and
clearance procedures.

Environmental standards establish requirements for
reducing the negative impact of logistics operations on the
environment.

Resources in the field of transport logistics

Fuel Labor force

Capital .
Information systems

Figure 4 — Resources for the transportation of goods in the field of transport logistics

Elements of logistics infrastructure

L

Warehouses Transport terminals

The roads

[ | I

Ports Airports

Figure 5 — Elements of logistics infrastructure in the field of transport logistics
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Rules and regulations in the field of transport logistics

Laws and regulations Customs regulations

Environmental

standards Safety in transport

Figure 6 — Rules and regulations in the field of transport logistics

Objects of the semantic model reflecting the key aspects of the concept
"Behavior of economic agents in the field of transport logistics"

Economic Logistics T Logistics Rules and
. ransport . Resource :
agents operations infrastructure regulation
—  Houscholds — Transportation |— Cars — Warehouses  |[— Fuel Laws and
regulations
—  Enterprises — Storage Railway | Transport — Labor force | Customs
transport terminals regulations
. . Environmental
State Cargo handling Sea transport The roads Capital standards
Financial . Air transport Information Safety in
— — Route planning — — Ports — —
nstitutions systems transport
— Foreign agents “—  Inventory — Airports
| | Non-profit
organizations

Figure 7 — Objects of the semantic model reflecting the key aspects of the concept
“behavior of economic agents in the field of transport logistics”

Source: built by the author personally

Transportation security includes measures aimed at
preventing accidents, thefts, and other risks during the
transportation of goods.

Compliance with the listed requirements is necessary to
ensure the efficiency, safety and stability of logistics opera-
tions, which in turn affects the economic development and
welfare of society.

Therefore, in Fig. 7 we will present a conceptual seman-
tic model that reflects the key aspects of the concept of
“behavior of economic agents in the field of transport logis-
tics” and has the form of a general scheme, where the key

concepts are economic agents, logistics operations, trans-
port, logistics operations, resources and rules and regulation.

Each of the objects of the model has its own properties
or characteristics (Fig. 8). Economic agents have attributes
such as name, type, size, and location; logistics operations
have their own cost, execution time and cargo volume;
transport — type, carrying capacity, speed and operating
costs; logistics infrastructure — capacity, location, techni-
cal characteristics; resources — type, quantity and cost; and
rules and regulations have a type of regulation, require-
ments, and responsibilities.
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Properties of objects

Economic agents OII)(Z:%;E)(;SS Transport
— Name — Cost — View
— Type — Execution time |— Cargo lift Load
— Size — Cargo volume |— Speed
— Location — Operating costs

Logistics R Rules and
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infrastructure regulation
| . | . | Type of
Capacity View regulation
— Arrangement  |— Number — Requirements
Technical ] Cost L Responsibility

characteristics

Figure 8 — Properties of objects-semantic model reflecting key aspects of the concept
“Behavior of economic agents in the field of transport logistics”

Source: built by the author personally

On the basis of the obtained relations, we will form a
general semantic network of the concept of “behavior of
economic agents in the field of transport logistics” (Fig. 9),
which reflects a complex system of relationships between
economic agents, logistics operations, transport, logistics
operations, resources and rules and regulations. Under-
standing these relationships allows you to manage logistics
processes more efficiently, optimize costs and increase the
overall efficiency of transport logistics.

7 general relationships can be distinguished between
model objects, namely:

* economic agents perform logistics operations;

* economic agents order logistics operations;

* logistics operations use transport;

* logistics operations are carried out in the logistics
infrastructure;

* transport consumes resources;

* logistics infrastructure uses resources;

* economic agents follow rules and regulations.

These relationships describe how different elements
and agents in the field of transport logistics interact with
each other, forming a complete system where each ele-
ment has its own role and affects the overall efficiency of
logistics processes. Compliance with rules and regulations,
efficient use of resources and infrastructure, as well as the
correct organization and execution of logistics operations
ensure the stability and productivity of the logistics system.

Conclusions

The behaviour of economic entities is a complex and
multifaceted socio-economic phenomenon that has a
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significant impact and sometimes directly determines the
results of economic activity. The importance of studying
this particular phenomenon is confirmed, in particular,
by the fact that the 2017 Nobel Prize in Economics was
awarded to American Richard Thaler “for his contribution
to the study of economic behavior”.

The current complex and dynamic economic envi-
ronment, economic behaviour is a factor of economic
efficiency. When studying it, the specifics of the subject
area are extremely important, in which a set of actions and
deeds reflecting the internal attitude of agents to the condi-
tions and results of economic activity is considered.

In this article, semantic modeling is used as one of
the approaches to the representation of knowledge in the
subject area of transport logistics. Such a representation is
an important stage in modeling the behavior of economic
agents in this area. The research confirmed the complexity
and multidimensionality of transport logistics management
processes.

As a result of the research, a semantic model (network)
has been built that reflects the key aspects of the concept
of “Behavior of economic agents in the field of transport
logistics”. This network is an information model of the
subject area, which can be the basis for the development
and improvement of decision support systems in the field
of transport logistics.

The construction of the semantic network makes it pos-
sible to identify key areas for further research and the cor-
responding analysis and modeling methodologies to opti-
mize and predict the behavior of various agents in the field
of transport logistics.
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NON-FINANCIAL BUSINESS REPORTING FROM NFRD TO CSRD

Reporting on sustainable development, based on the Sustainable Development

Goals, becomes a revolutionary tool in transforming the modern world. It allows
for assessing the impact of human activities on the environment and socio-
economic processes, as well as developing strategies and measures to ensure a
balance between present needs and the opportunities of future generations. At the

core of this approach lies the understanding of the necessity to ensure economic
growth, social justice, and environmental protection simultaneously to ensure
the sustainable development of society. This requires active participation from
governments, businesses, and citizens in implementing sustainable development
policies, as well as responsibility for their outcomes. Sustainable development
reporting is a key instrument that helps track progress towards achieving the
Sustainable Development Goals, identify issues, and develop effective strategies for
their resolution. This process demands openness, transparency, and collaboration

from all stakeholders at various levels, from local to global.

Experts from the Organisation for Economic Co-operation and Development
(OECD) believe that mandatory reporting on sustainable development should
be required for all companies to improve decision-making processes in
financial markets. However, despite the widespread adoption of sustainable
development reporting worldwide, significant disparities exist in the formats,
scope of information, and approaches to forming indicators of corporate social
responsibility. This makes sustainability reporting challenging for comparison and

analysis.

Key issues remain the quality, comparability, and independent verification of
sustainability reporting by third parties. Therefore, standardization of sustainability
reporting and mandatory disclosure of information according to sustainable

development dimensions are critically important.

Unlike Ukraine, there are already established approaches to regulating,
standardizing, and mandating disclosure of sustainable development reporting
worldwide. Increasing concerns about the impact of business on the environment,
society, and the economy, the necessity for clear, comparable, and reliable
sustainable development information for informed decision-making by investors,
clients, and other stakeholders, coupled with the fragmentation and ambiguity
in sustainability reporting that complicates comparison and analysis, all lead to
the necessity of standardizing clear and transparent information on sustainable

development [1].

It is important to have laws that establish environmental and social boundaries for
investment and entrepreneurial activities. This is the only way to make significant
progress towards a sustainable future — an economy built on healthy relationships
with each other and the environment, rather than one that strains or depletes these

relationships [2].
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YKPATHA HA HJISIXY 1O €C:

HE®IHAHCOBA 3BITHICTbD BI3BHECY BIJI NFRD 10O CSRD

Ceiicebaea H.I'.,, Kynuk I.B.
3anopizvkuii HayionanrbHull yHigepcumem

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

KuiouoBi cjioBa:

CTaJIMi PO3BUTOK, TUPEKTUBU
E€aporneiicskoro Corosy,
He(inancoBa 3BiTHICTH, NFRD,
CSRD, apanraris, rapMOHi3aIlis.

3BITHICTB 31 CTANOTO0 PO3BUTKY, IPYHTyIOUHCh Ha Lliyi cTaimoro po3BHTKY, CTae
PEBONIOMIHHUM IHCTPYMEHTOM Y MEPETBOPEHHI Cy4acHOro CBiTy. BoHa 103B0JISIE
OIIiHIOBATH BILTUB JTFOJICHKOT TiSTTBHOCTI HA HABKOJTUIITHE CEPETOBUIIE Ta COIIAJIbHO-
€KOHOMIYHI IPOIIECH, & TAKOXK PO3POOIISATH CTpaTerii Ta 3aX0au JuIs 3a0e31eUeHHs
OamaHcy MiX moTpedamMu ChOTOICHHS Ta MOXIHUBOCTSIMH MaiOyTHIX TOKONiHB.
B ocHOBi 1pOTO MigXOAY JIEKHUTH YCBIIOMIICHHS HEOOXiTHOCTI 3a0e3neueHHS
€KOHOMIYHOTO 3pPOCTaHHS, COI[IaJbHOI CIIPABEIJIUBOCTI Ta OXOPOHHW JOBKIJIIS
OZIHOYAaCHO, 100 3a0e3nedynTH CTIHKWiI PO3BUTOK cycmijbcTBa. lle BuMarae
BiZ ypsniB, Oi3Hecy Ta rpoMajisiH aKTHBHOI y4yacTi Y BIPOBAJUKEHHI MONITHKH
CTaJIOTO PO3BHUTKY, a TAaKOXX BIANOBINAJIBHOCTI 3a i pe3yabrard. 3BITHICTH 3i
CTaJIOT0 PO3BUTKY € KJIKOYOBUM IHCTPYMEHTOM, SIKMH JOIOMAara€e BilCTEKYyBaTH
nporpec y mocsarHeHHi L{inel cramoro po3BUTKY, BUABISATH HMPOOIEMHI MHTaHHS
Ta po3poOIATH ePEeKTUBHI CTparerii mis iX BupimenHs. Lleli mporec BUMarae
BIZIKPUTOCTI, MPO30POCTI Ta CIHiBOpalll BCIX 3al[iKaBJIEHUX CTOPIH Ha PI3HUX
PIBHSIX — BiJl MiCIIEBOTO JI0 TJIOOAIILHOTO.

Excneptu Opranizanii ekoHOMiuHOTO croiBpoOiTHUIITBA Ta po3BUTKY (OECP)
BBQXKAKOTh, W0 VIS MOKPAIICHHS MPOLECY NPUHHATTA pillleHb Ha (iHAHCOBHX
PHHKAX 3BITHICTB 31 CTAJIOTO PO3BUTKY Ma€ OyTH 000B’I3KOBOYO [T BCIX KOMITAHIH.
AJie He 3BayKaro4M Ha 3Ha4HE TOIMIMPEHHS 3BITHOCTI 31 CTaJIOTO PO3BUTKY Y CBITi,
ICHYIOTh 3Ha4Hi po30iKHOCTI y (opmarax, o0cs3i iHdopmalii Ta migxomax 1o
(dopMyBaHHs 1HAMKATOPiB KOPHOPAaTHBHOI COLiaJIbHOI BiAmoBigambHOCTI. Lle
PpOOHTE 3BITHICTH CKJIQ/IHOIO JJIsI IOPIBHSHHS Ta aHAJIi3Yy.

KirouoBUMH THTaHHAMH 3aJIMINAIOTBCS SIKICTh, 3ICTABHICTH Ta HE3aJeXKHE
MATBEPIKCHHS 3BITHOCTI 31 CTaloTO PO3BHUTKY TpeTiMH cTropoHamu. Came
TOMY CTaHJAPTH3AIisl 3BITHOCTI 31 CTAJOTO PO3BHUTKY Ta 0OOB’SI3KOBE PO3KPUTTA
iHpopMmalii 3a BUMipaMH CTaJIOTr0 PO3BUTKY € KPUTUYHO BaXKIIMBHMH.

Ha Bigminy Bixm VYkpaiHu, y CBiTi BKe ICHYIOTh HampalbOBaHi MiAXOMH 10
PETyIIOBaHHS, CTaHIapTH3allil Ta 000B’SI3KOBOTO PO3KPHUTTS 3BITHOCTI 31 CTAIOr0
PO3BUTKY. 3pocTaNbHa CTYpOOBaHICTh BILTHBOM Oi3HECY Ha TOBKLILIA, CyCITIITLCTBO
Ta EKOHOMIiKYy, HEOOXimHICTh diTKOi, MOpIBHAHHOI Ta HamiiHOI iH(opMamii
NP0 CTaJMi PO3BHTOK JUIA MPHUUHATTA OOIPYHTOBAaHMX pIlICHh 1HBECTOPAMH,
KJIIEHTaMU Ta IHIIMMU 3a1[iKaBJIEHUMHU CTOPOHAMHU, TPUCYTHS ()parMeHTapHICTh Ta
HEOJTHO3HAYHICTh y 3BITHOCTI PO CTAJIHMH PO3BHUTOK, IO YCKIIAJHIOE MOPIBHIHHS
Ta aHalli3 — BCE IIe MPU3BOAUTH O HEOOXiTHOCTI CTaHIAApTH3amii YiTKOI Ta
po3opoi iHdopMarii mpo craiwii po3BUTOK [1].

BaxxnmmBo Marm 3akOHM, SKI BCTAHOBIIOIOTH €KOJIOTIYHI Ta COI[adbHI MEXI
IHBECTHLIIMHOT Ta MiANMPUEMHMIBKOI AisuTbHOCTI. lle emuHuit cmoci® mgocsrtu
CYTTEBOIO MPOTPECY B HAMPSAMKY CTAJOr0 MalOyTHHOTO — TOOTO EKOHOMIKH,
moOyJI0BaHOI HA 3J0POBHX BIJIHOCHMHAX OJHA 3 OJHOI Ta HABKOJMUIIHIM
CepeIOBHUILEM, a HE EKOHOMIKH, SIKa HaIlpy»Kye abo BUCHAXYE 11l BITHOCHHHU [2].

Problem statement

As a country aspiring to join the European Union (EU),

standard — the Corporate Sustainability Reporting
Directive (CSRD) [5].
One of the problems for Ukraine is the necessity of

Ukraine must adapt its legislation and standards in accord-
ance with European norms. One of the key aspects of
this adaptation is the reform of the business non-financial
reporting system.

According to the EU Directive on Non-Financial
Reporting (NFRD), companies with significant impact
must report on their social, environmental, and corpo-
rate responsibility. However, this directive has been
revised, and as a result, the EU has adopted a new

42

implementing CSRD and making corresponding changes
to national legislation regarding non-financial reporting.
This requires significant efforts to harmonize reporting
standards and ensure compliance with European norms.

Another issue may be the insufficient preparation of
businesses for the new requirements regarding non-finan-
cial reporting and the lack of necessary resources to imple-
ment these changes.
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Thus, an important task for Ukraine is the effective
implementation of CSRD and ensuring compliance with
European non-financial reporting standards to support its
path towards EU membership.

Analysis of recent research and publications

A significant portion of the researched academic works
consists of studies by foreign scholars directly addressing
issues, development prospects, and the necessity of stand-
ardizing sustainable development reporting [4]: Hahn and
Kiihnen, Eccles and Serafeim, loannou and Serafeim, Gray
and Milne, Hahn and Liilfs, and others. In Ukrainian aca-
demic circles, the issue of standardizing sustainable devel-
opment reporting is insufficiently covered, which is due to
the emergence of this research direction in Ukraine and the
limited dissemination of sustainable development report-
ing among most Ukrainian companies, except for large and
transnational ones. Additionally, it is possible to mention
scholars who have researched sustainable development
issues at the global, national, regional, and local levels:
G. Azzoni, L. Braat, G.H. Brundtland, L. van Wassen-
hove, R. Welford, L. Hryniw, B. Danylyshyna, J. Elking-
ton, L. Kvyatkovska, P. Kleinberger, L. Melnyk, V. Tre-
hobchuk, R. Freeman, K. Fussler, R. Haynes, M. Hvesyk,
T. Holmes. Contemporary research directions relate to
optimizing stakeholder relationships to ensure sustainabil-
ity throughout all stages of the enterprise value chain.

Key aspects that can be the subject of research include:

— comparative analysis of Ukrainian national legisla-
tion with CSRD standards and identification of necessary
changes and adaptations,

— assessment of how changes in non-financial reporting
will impact the business environment in Ukraine, particu-
larly on large companies with significant influence,

— analysis of the readiness of Ukrainian companies to
implement new non-financial reporting standards and iden-
tification of potential obstacles,

— evaluation of how the adaptation of Ukrainian busi-
nesses to CSRD standards can affect consumer trust, inves-
tors, and other stakeholders.

Considering the importance of this issue for the future
economic development of Ukraine, it is crucial to encour-
age such research and the implementation of recommenda-
tions they may provide.

Objectives Formulation:

This study examined the NFRD directive, the CSRD
regulation, the potential impact on businesses transitioning
to CSRD, possible challenges for businesses transitioning
from NFRD to CSRD, and potential benefits for Ukraine.

The article aims to analyze and describe the current
situation on Ukraine’s path to the EU. The research goals
for the adaptation of Ukrainian legislation and the busi-
ness environment to CSRD standards and non-financial
reporting are as follows: evaluate the degree of compliance
of Ukrainian national legislation with European CSRD
standards and identify deficiencies or gaps, analyze the
impact, assess the readiness level of Ukrainian companies
to implement new non-financial reporting standards, and
identify constraints or obstacles to their implementation,
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identify potential risks associated with inadequate adap-
tation to CSRD standards and develop strategies for their
prevention, develop tools and practices aimed at increasing
trust among consumers, investors, and other stakeholders
in the non-financial reporting of Ukrainian companies,
ultimately, develop recommendations and strategies to
enhance the competitiveness of Ukrainian companies in
light of new requirements for non-financial reportin.

Researching these aspects will help understand how
Ukraine can effectively adapt its legislation and business
practices to European CSRD standards, thereby contribut-
ing to its path to European integration and increasing trust
levels both domestically and internationally.

Outline of the main material of the research

The Non-Financial Reporting Directive (NFRD) [5]
serves as a crucial instrument for ensuring transparency
and openness in the activities of enterprises within the
European Union. Adopted by the EU in 2014, its primary
goal is to implement standardized requirements for report-
ing on non-financial aspects of business, such as social
responsibility, environmental activities, governance, gen-
der equality, and other socio-economic indicators.

This directive mandates that enterprises meeting certain
criteria include information on these aspects in their annual
reports. The main objectives of the NFRD are to enhance
transparency and openness in the activities of enterprises,
promote sustainable development, and increase the level of
trust among stakeholders. Key criteria for enterprises that
need to be considered include (Fig. 1).

The NFRD directive helps businesses systematically
consider their impact on the environment and society when
making strategic decisions. It also fosters increased aware-
ness of social responsibility within the business community
and encourages companies to make positive changes in their
operations to achieve social and environmental goals.

Ukraine is also actively incorporating the principles
of the NFRD directive into its legislative framework to
harmonize with European standards and enhance transpar-
ency and accountability of enterprises. This creates favora-
ble conditions for the integration of Ukrainian companies
into the international market and attracting investments,
thereby contributing to the development of the economy
and increasing the country’s competitiveness.

In November 2022, the Non-Financial Reporting
Directive (NFRD) was replaced by the Corporate Sustain-
ability Reporting Directive (CSRD) due to its limitations
[6], as the EU recognized the need for stricter reporting
requirements and the expansion of the scope of companies
covered by the leg-islation.

The CSRD regulation [7] is a new legislative act of
the European Union aimed at improving the standards of
non-financial reporting of enterprises.

Key aspects of the CSRD regulation are aimed at
improving the standarts of non — financial reporting of
enterprises and include (Fig. 3).

The CSRD regulation represents a significant step for-
ward in enhancing non-financial reporting standards and
contributes to strengthening sustainable development and
corporate responsibility within the European Union.
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Enterprises falling within the scope of the NFRD are typically large in size

Size

and often represent significant market players

Industry

Companies operating in various sectors of the economy, such as indus-

try, finance, technology, healthcare, and others, may fall under the cri-

teria outlined in the NFRD

Impact on the society

and

Businesses that have a significant impact on the environment, social

aspects, and public health may also fall under the obligations of the

NFRD

Public significance

Enterprises that hold great importance for society, whether due to

their popularity, historical significance, or scale of production, may

also be subject to the provisions of the NFRD

Figure 1
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Figure 2 — Chronology of the CSRD Regulation and Possible Changes

Source: compiled based on [6]

For Ukraine, joining the CSRD Regulation or devel-
oping its own standards aligned with CSRD principles can
have several key advantages and consequences [8] (Fig. 4).

Transitioning to Corporate Sustainability Reporting
Directive (CSRD) may result in various changes in com-
panies’ business practices.

Potential impacts on business due to transitioning to
CSRD include (Fig. 5).

The transition from the Non-Financial Report-
ing Directive (NFRD) to the Corporate Sustainability
Reporting Directive (CSRD) [9] may pose several prob-
lems and challenges for businesses. Enterprises may face
a multitude of requirements and obligations during the
transition, as CSRD entails stricter reporting require-
ments, including an expanded scope of responsibility
and more detailed reporting on non-financial indica-
tors, which may lead to increased administrative costs
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and the need for additional resources to comply with the
new requirements. With the expansion of non-financial
reporting scope and the implementation of new stand-
ards, there may be inconsistency in the interpretation of
CSRD requirements, leading to inconsistency in report-
ing among different enterprises and complicating result
comparisons. Compliance with the new CSRD require-
ments may require more qualified staff or skills in non-fi-
nancial reporting, necessitating investments in training
and staff development. Some companies may become
less competitive due to increased compliance costs with
the new standards, particularly smaller enterprises or
those already facing financial difficulties. Finally, tran-
sitioning to CSRD may require the review and modern-
ization of current business processes and data collection
systems. This can be a complex process, especially for
companies with large data volumes or outdated systems.
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Expanded scope

of reporting
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According to the CSRD, companies are required to report on a wide range
of non-financial information, including indicators related to social aspects,
environmental impacts, and public interests. This allows for a better assess-

ment of companies' impact on the environment and society as a whole

Standartization

of reporting

The implementation of a unified reporting system simplifies compar-
isons between different companies and facilitates access to infor-

mation for stakeholders such as investors, consumers, and govern-

ment bodieso

Increased
transparency

and

Increasing the volume and quality of non-financial reporting contrib-
utes to greater transparency and accountability of companies to stake-

holders. This helps to avoid the risks of false reporting and improves

the business's reputation

Attraction
of invest-
ment and

reputation

Companies that adhere to CSRD standards become more attractive to

investors and consumers who actively pay attention to the social and

environmental responsibility of businesses

Integration

into the
European

market

The implementation of a unified reporting system promotes the inte-
gration of companies into the single market of the European Union,

thereby contributing to sustainable development and fostering overall

business growth

Figure 3

However, if companies fail to meet the new non-financial
reporting requirements, it may result in loss of investor
and other stakeholders’ trust, negatively impacting the
company’s reputation and financial position.

Conclusions from the conducted research

The implementation of standards has significant poten-
tial to stimulate sustainable development and enhance cor-
porate responsibility [10, 11, 12]. This trend is particularly
important in the modern world, where companies are chal-
lenged to balance their commercial interests with societal
needs and environmental preservation.

Firstly, standardized non-financial reporting incen-
tivizes companies to develop and adopt strategies aimed
at sustainable development. Special attention is given to
the impact of activities on social, environmental, and eco-
nomic aspects, as well as the development of specific meas-
ures to reduce negative impacts and support sustainable

development. For example, companies may implement
programs to reduce emissions, optimize resource utiliza-
tion, and support social programs for local communities.

Secondly, the implementation of CSRD encourages
companies to take greater responsibility for their actions.
Companies recognize their role in society and the natu-
ral environment and take more proactive steps to reduce
negative impacts and promote sustainable development.
This may include implementing environmental initiatives,
social programs, and measures to support transparency and
ethical conduct.

Thirdly, companies actively implementing CSRD
standards have a better reputation among consumers,
investors, and the public. This can lead to increased trust
in the brand and enhanced competitiveness in the market.
Companies may gain an advantage in the competitive envi-
ronment due to their commitments to sustainable develop-
ment and social responsibility.
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Table 1 — The main differences between the NFRD and the CSRD [5, 6]

The main differences

Non-Financial Reporting Directive
(NFRD)

Corporate Sustainability Reporting Directive (CSRD)

Scope of application

Extends the scope of reporting
requirements from approx 12,000
subjects

Extends the scope of reporting requirements from approx 50,000
subjects

Chronology Currently valid but will be replaced by | It will be applied from January 1, 2023
CSRD
Goals Increasing the transparency and Improving the quality and consistency of companies' reporting on

comparability of companies' reporting
on sustainable development

sustainable development

Reporting requirements

Mandatory reporting on environmental
protection, social responsibility,
employee relations, board diversity and
human rights

Introduces more comprehensive reporting obligations, including
the concept of dual materiality, long-term ESG goals, due
diligence of operations and supply chains, disclosure of
intangible information, alignment with sustainable finance rules
and mandatory external validation.

Harmonized reporting
standards

Allowed companies to choose from
different reporting systems, resulting in
a lack of unified standards.

Aligns with the European Sustainability Reporting Standards
(ESRS), providing a common set of guidelines and reporting
requirements under this framework.

External support

External support was optional

External confirmation is mandatory.

Digital reporting

There are no special requirements for
standardized digital reporting.

Requires companies to format and publish their sustainability
reports in a standardized digital format, promoting accessibility
and comparability.

Sanction for non-
compliance

Companies that do not comply
can face fines or legal action from
stakeholders

Companies that do not comply can face fines or legal action from
stakeholders

Source: compiled based on [5, 6]

Harmonization with European standards:
accession to the CSRD Regulation or de-
velopment of proprietary standards that
comply with these principles

Increasing transparency and trust:
creation of CSRD standards will contrib-
ute to increasing transparency and trust in
Ukrainian enterprises among investors
and other interested parties

Investment attraction

Increasing competitiveness
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It will help Ukraine to harmonize its reporting
system with European standards, which will sim-
plify trade and

Contributes improvement of sustainable devel-
opment in Ukraine and reducing the negative im-
pact on the environment.

Conformity standards CSRD can make Ukrain-
ian enterprises more attractive to investors who
actively considere business social responsibility
at making a decision about investment

Implementation standards CSRD can help
Ukrainian enterprises to increase their competi-
tiveness internationally through the market im-
proving their reputation and reducing risks for

investors

Figure 4
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Changing ap-
proach to reporting

Growing docu-
mentation re-
quirements

The need to im-
prove manage-
ment systems

Changes in corpo-
rate responsibility
strategy

Impact on the in-
vestment climate

A change in ways
of communi-
cating with stake-
holders

Impact on brand
and reputation

Companies can change their approach to reporting, paying
more attention to social and environmental indicators. This
may include more thorough collection and analysis of data
on the company's impact on society and the environment

CSRD may increase the amount of documentation required
for reporting. Companies may be forced to more
thoroughly document their social and environmental
initiatives, including impacts on workers, consumers, the
environment, etc.

Implementation of CSRD can stimulate companies to
improve their management systems. This may include
improving monitoring and reporting processes, as well as
creating new mechanisms for monitoring the impact on
social and environmental aspects of activities

CSRD can force companies to reconsider their corporate
responsibility strategy. This may include greater
participation in social programs and initiatives, creation of
new projects to conserve natural resources, and customer
and employee support

Implementation of CSRD can have influence on
investment climate, changing the approach of investors to
the assessment of risks and opportunities. Companies that
successfully implement CSRD standards can become more
attractive to investors who are actively looking for socially
responsible

Implementing CSRD can change the way companies com-
municate with stakeholders such as customers, consumers,
investors and the public. Companies can do more

to address attention to communicate about its social and
environmental initiatives, including holding press confer-
ences and public events

The implementation of CSRD can have a major impact on
brand and reputation of the company. Companies that are
goodcomply with CSRD standards and are actively in-
volved in social and environmental initiatives, can receive
a positive resonance in the public and increase their repu-
tation as responsible market participants

Figure 5
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The article is devoted to the changes in the structure of Ukrainian exports during the
hostilities. Changes in Ukraine’s imports and exports are analyzed, and the goods
that account for the largest share of the country’s imports and exports are analyzed.
The changes in the structure and geography of Ukraine’s partner countries are
identified. The impact of market factors on the economy of Ukraine and on the
economies of some partner countries is studied. The processes that directly affect
the volume of exports of Ukrainian products abroad and their components are
considered, as well as the main export goods shipped abroad during hostilities.
The processes in the foreign trade policy management system of some of Ukraine’s
partner countries, which are caused by extreme circumstances, are considered.
The author analyzes the motives that guide the subjects (in our case, the partner
states). It is determined what measures should be taken by Ukrainian enterprises
to maintain the competitiveness of their products in European markets, taking
into account possible changes in EU policy on facilitating imports from Ukraine
during hostilities. The author also analyzes the impact of the countries importing
Ukrainian products on the possible escalation or de-escalation of hostilities to
protect their economic interests related to Ukrainian products.

EKCHOPT 3 YKPATHU MIJ] YAC BOMOBHUX JIii TA IPOBJEMN,

3 AKUMHU CTUKAETHCA JEPKABA

bunnos B.€.
3anopizvkuii HayioHanbHULl yHigepcumem

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

Kurouosi cioBa:

IMITOPT, €KCTIOPT, PUHKOBI
YUHHHUKH, 00HOBI [ii,
KOHKYPEHTHOCIIPOMOXKHICTb,
EKCIIOpTHA 3aJIC)KHICTh, KpaTHH-
TIApTHEPH, 36pHOBUH KOHQIIIKT,
3epHOBA iHiIliaTHBA.

CrarTIO IPUCBIYCHO PO3TISLY 3MiH Y CTPYKTYpi YKPaTHCHKOTO €KCIIOPTY MPOILYKIIii
min yac GoioBux aiil. [IpoananizoBaHo 3MiHM B IMIOPTi Ta €KCIOPTi YKpaiHH, Ta
MIPOAHATI30BaHO TOBApH, Ha SIKi IPHUITafae HAHOUTbIA YacTKa IMIIOPTY Ta EKCIIOPT
JepkaBu. BusHaueHo, siki 3MiHM Oynu TpoOBeJIeH] Y CTPYKTypi Ta reorpadil kpain-
naptHepiB Ykpainu. BuB4eHO BIIIMB pHHKOBHX YHHHHUKIB HA eKOHOMIKY YKpaiHU TaHa
SKOHOMIKY JIeSIKUX JeprkaB-TlapTHepiB. PO3MIsAHYTO porecH, sKi psMo BILTUBAIOTH
Ha OOCSTH €KCIOPTY YKpaiHCBhKOI MPOAYKIIl 32 KOPAOH Ta IXHI CKJIaJOBi, TaKOX
PO3IIIIHYTO OCHOBHI €KCTIIOPTHI TOBAPH, SIKi BiJBAHTa)KYIOTHCS 32 KOPIOH TIi[l Yac
0oiioBuX 1iii. PO3rIsiHyTO MpOIecH B CUCTEMI YIIPaBIiHHS 30BHIITHBOTOPTOBEILHOT
TOJIITUKA JISIKUX KpaiH-TIapTHepiB YKpaiHW, SKi 3yMOBJEHI EKCTpEeMalIbHUMHU
obOcTaBuHaMU. 30ifICHEHUI aHalli3 MOTHBIB, SIKUMH KEPYIOThCS Cy0’ €KTH (B HAIIIOMY
BUIAJIKY JepKaBHU-TIapTHEpH). BCTaHOBIEHO, SKMX 3aXOAiB HEOOXITHO BXHTH
Ha YKpaiHCBKHX IiANPUEMCTBAX, MO0 MiATPUMATH KOHKYPEHTHOCIPOMOKHICTH
TPOJYKIIT Ha €BPONCHCHKUX PHHKAX 30yBaHHs, 3 ODIAAY Ha MOXIIMBI 3MiHH B
momituri €C CTOCOBHO CIPUSHHS IMIIOPTY MPOMYKIIl 3 YKpaiHu mix yac 00HOBHX
niid. Takoxk nmpoaHanizoBaHO BIUIMB KpaiH-IMIOPTEpPIB YKpaiHCHKOI MPOAYKIii Ha
MOXKJIIBY MOMCHTH €CKaJlallii 4 JeecKanamii OOHOBUX il Ui 3aXHCTy CBOIX
eKOHOMIYHHX 1HTEPECiB, OB’ SI3aHNX 3 YKPaiHCHKOIO TIPOAYKITI€IO.
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Statement of the problem

In 2023, Ukraine’s export-dependent economy contin-
ued to struggle with the consequences of the reduction in
the supply of Ukrainian goods abroad due to the hostilities.

In 2023, Ukraine exported almost $36 billion worth of
goods, of which the budget received more than UAH 550
million as a result of export duties. Exporters received 15%
less revenue compared to the same period in 2022 ($28.9
billion) and 41% less compared to $41.8 billion in 2021. In
total, exports of goods in 2022 amounted to $44.2 billion,
which is 35% less than in 2021.

However, Ukraine’s exports in physical terms increased
and amounted to almost 100 million tons of goods. This is
112 thousand tons more than in 2022. B

However, in value terms, the figure fell by 18.7% or
$35.8 billion. In 2023, the Ukrainian economy lost revenue
in most export items.

For example, corn, the largest export commodity by
volume, while growing by 5% in physical terms, brought
in 16.8% less in money than a year earlier. Last year,
Ukraine exported 26.2 million tons of this grain crop.
Unlike exports, imports in monetary terms increased last
year and amounted to $62.2 billion dollars. Most of all,
Ukraine imported fuel worth $7.8 billion, “miscellane-
ous” (what is not advertised, most likely equipment for
the military) worth $3.7 billion, medicines worth $1.7
billion, and UAVs worth $681 million. Other dominant
imports include cars, fertilizers, and plant protection
products.”[4]

Analysis of recent articles and publications

Yulia Svyrydenko, First Vice Prime Minister of Ukraine
and Minister of Economy, said: “Last year’s export reve-
nues reached one of the lowest levels in the last decade.
This is an expected and objective result, which was the
result of problems in logistics. We are now slowly solv-
ing them. We have launched an alternative corridor in the
Black Sea, are developing river transportation on the Dan-
ube, and are negotiating with the Polish side to unblock
the border. Thanks to this, in December, for the first time
in the second half of the year, we exported products worth
more than $3 billion. In December, we also exported more
than 10 million tons for the first time since March.” In
addition, Yulia Svyrydenko noted that last year Ukraine
had a significant trade deficit in goods worth $26.4 billion.
It was caused by two key factors — problems in logistics
and defense needs in 2023. Therefore, in 2024, the gov-
ernment will work to strengthen export logistics with air
defense systems and find new ways to export goods and
services.”[4]

Formulating the objectives of the article

The purpose of the article is to consider the main prob-
lems, opportunities and consequences of reorientation of
Ukraine’s economy to export its products to the EU during
the hostilities, and to provide recommendations for busi-
nesses to maintain the competitiveness of their products in
the event of a change in EU policy, under internal pressure,
regarding the import of Ukrainian products.
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Presentation of the main material

The new composition of the main buyers of Ukrainian
goods, in which Russia and Belarus lost their leading posi-
tions in 2022 — fifth and fourteenth in 2023, respectively —
continues to be formed against the backdrop of geopolitical
rebalancing and sanation policy.

The top three countries to which Ukraine exported the
most goods in 2023:

1. Poland: $3.4 billion (-25.2%).

2. Romania: $2.6 billion (+20.6%).

3. China: $1.8 billion (+8.4%).

However, relations with our largest partner, namely
Poland, were damaged by the so-called “grain issue”. The
Law and Justice government of Poland needed only a few
weeks of the election campaign to bring friendly relations
with Ukraine to a state best illustrated by the events of the
78th session of the UN General Assembly, as well as by
loud statements by politicians in Warsaw and Kyiv.

In response to an offense at Ukrainian President Volod-
ymyr Zelenskyy’s emotional statement from the rostrum of
the UN General Assembly about Poland’s unilateral grain
embargo (which, incidentally, did not explicitly name the
country), Polish Prime Minister Mateusz Morawiecki not
only confirms his intention to extend and expand the grain
embargo, but also announces the end of arms supplies and
military aid. The government representative promises to
stop social support for Ukrainians, including the youngest,
who have been granted asylum in Poland.

The harbingers of a possible future grain conflict
became apparent almost immediately after the outbreak of
hostilities and grew as the blockade of Ukrainian Black Sea
ports continued. In July 2022, thanks to UN mediation and
the Black Sea Grain Initiative agreement, Ukrainian ports
partially reopened and “solidarity corridors” appeared on
the territory of European states. The European Commis-
sion gave the green light to Ukrainian goods by canceling
all duties and quotas. [2]According to the European Union,
they allowed the export of almost 33 million tons of grain
and food to 45 countries, which, with the closure of a huge
number of enterprises and a lack of budget revenues, was
a salvation for Ukraine’s economy. Poland became one of
the land transit corridors for Ukrainian grain. However, it
turned out that Poland was not able to effectively receive
and export Ukrainian agricultural products, as its transit
and port infrastructure was not designed for such volumes.

The prices at which Ukrainian grain was sold were not
dumping prices, but market prices. However, they differed
significantly from the expectations of Polish farmers, who
believed Deputy Prime Minister and Agriculture Minister
Kowalczyk and his promises to raise prices for their prod-
ucts, for which he paid with his seat. Despite this, Ukrain-
ian activity on the Polish market was called “unfair com-
petition” and an embargo was imposed due to protests and
border blockades by farmers.

The decline in export revenues is partially offset by an
increase in supplies to Romania. The southwestern neigh-
bor has helped Ukraine open up logistics opportunities
through its ports and land transportation corridors. In the
full year of 2022, Ukraine exported $638 million worth of
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grain crops to Poland, and almost twice as much to Roma-
nia — $1.3 billion. In 2023, it exported just over $200 mil-
lion to Poland and $950 million to Romania.”[3]

China is in third place among buyers of Ukrainian
exports, only $11 million ahead of Turkey, whose ship-
ments to Ukraine decreased by 4.2% year-on-year to $1.8
billion, despite the sanctions pressure from the West, these
countries show a large presence of business from Russia,
so trade relations between us are going through hard times.

Turkey’s and China’s large influence on the structure
of Ukrainian exports has ambiguous consequences. On
the one hand, it may become the basis for potential threats
in the event of an escalation. On the other hand, China’s
and Turkey’s close trade ties with certain types of Ukrain-
ian products could play a stabilizing role during hostili-
ties. Countries will protect their own interests, which may
suffer from disruptions in logistics routes. In 2021, China
ranked first among the countries of destination for Ukrain-
ian exports, exporting various ores, grains, and oilseeds.
Poland and Turkey are also among the top three.

The next seven countries in terms of purchases of
Ukrainian exports are the so-called “locomotives of the
European economy”: Germany, Spain, Italy, the Nether-
lands, and neighboring Hungary, Slovakia, and the Czech
Republic. However, even these countries are currently
experiencing large-scale protests involving farmers and
transporters, so the prospects are rather dim.

The commodity structure of exports was as follows (the
most popular categories of exported goods from Ukraine
during the hostilities in 2023):

Food (agricultural products, etc.): $14.6 billion.

1. Metals and metal products: $2.7 billion.

2. Machinery, equipment and transport: $2.1 billion.

Exports of agricultural products are five times higher
than exports of metallurgical goods, although for decades
they were quite equivalent channels of foreign exchange
earnings for Ukraine. However, this can be explained by
the significant use of metallurgical products for the coun-
try’s defense and the damage to the industrial base caused
by missile and kamikaze attacks.

In January-August 2023, Ukrainian exporters received
the most revenue from the sale of grain crops (corn, wheat,
barley, buckwheat, sorghum, rye), which accounted for a
quarter of all exports in the study period in the amount of
$6.1 billion.

The second place in the export ranking is occupied by
the product group “fats and oils” (15.4% of total exports),
which includes primarily sunflower, soybean, and rapeseed
oils. Also, margarine, fats and waxes are exported in much
smaller volumes. The total amount sold is $3.8 billion.

The third largest group of exports is ferrous metals
(7.4% of total exports): semi-finished products made of
unalloyed steel, cast iron, flat products, and ferroalloys.

It should be noted that the Ukrainian economy has
become overly export-dependent since the hostilities
began, with grain becoming the main export commodity.
Due to the blockade of the Black Sea ports (shipping by sea
is the only way to deliver grain to African countries), farm-
ers have to spend a lot of money to deliver their products
to other countries by road or rail. The above facts show
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that the price of the final product becomes much higher
and can become and is already becoming uncompetitive
on international markets. This leads to the closure of farms
and causes the loss of jobs and, most importantly, reduces
tax revenues to the budget. It should be noted that farmers
work not only for foreign consumers but also for domestic
ones. Closing farms leads to higher prices on the domestic
market. This will negatively affect the prices of the final
product and lead to instability within the state, as more and
more insolvent citizens appear due to falling incomes.

Conclusions

The analysis covers exports for 2023. Trends in
changes in the leading countries with which Ukraine
has been implementing trade and economic relations are
already evident. The hostilities and blocked Black Sea
ports of Ukraine have changed the geography of sales of
Ukrainian goods in favor of the European market, which,
however, is currently experiencing instability due to the
civil unrest, which could lead to significant changes in the
policies of the EU countries. Another problem facing the
state is its heavy dependence on exports amid a decline in
tax revenues from domestic businesses due to the closure
of enterprises and the loss of some assets due to the hostili-
ties, which has led to export revenues becoming almost the
only way to raise money, not including support from part-
ner countries, which is currently facing some problems. In
view of the above, we can say that the main task of the state
is to work out and conclude agreements with partner coun-
tries to unblock the borders and open access to the markets
of countries that have imposed an embargo on the supply
of Ukrainian agricultural products, which became the most
important export structure during the hostilities.

However, the fighting has also produced unexpected
positive results: medium-sized Ukrainian businesses have
begun to conquer international markets. Manufacturers
of food products, clothing, furniture, building materials,
and industrial equipment-hundreds of Ukrainian entrepre-
neurs-have decided to try their hand at EU markets, but
the main advantage now is the price due to the abolition of
duties by the European Union, although not on a permanent
basis. At the moment, it is incorrect to talk about govern-
ment support, as there is a budget deficit and all available
funds are being used, and should be used, for the country’s
defense. Given the above, Ukrainian producers need to
identify other competitive advantages to stay in this market.
At the moment, this may include improving the quality of
products and obtaining European-standard quality certifi-
cates, which can now be obtained under a simplified proce-
dure. Exports can also become a lifeline for many compa-
nies, as the main problem of recovery and development is
the lack of solvent customers in the domestic market.

Currently, according to surveys, about 40% of companies
consider exports to be a crucial area of business development.
Thanks to the sanctions, many businesses can find new niches
for their exports. Companies that are just entering foreign
markets have many support tools, from foreign market ana-
lytics to grants from partner countries and donor companies.

Another important aspect of export profit growth is the
sale of finished goods abroad. For many years, Ukraine has
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been selling components for the manufacture of finished
products and then importing them back to Ukraine (for
example, rolled metal products, which are needed to make
a wide range of products, from kitchen knives to cars and
manufacturing machines). Some companies are already
implementing this strategy, and some furniture manufac-
turers have started exporting their products, which, by the
way, sell quite well abroad due to their good quality and
lower prices than those of European competitors.
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Given the above, we conclude that exports are currently
a very important aspect of the economic stability of the state
during hostilities, and its sustainable development is there-
fore of paramount importance to the state. The state must
work constantly to preserve the benefits and support from
partner countries for exports in transit or directly to them. Our
enterprises need to develop their product range and switch to
exporting finished products rather than components for their
manufacture, which will help increase export revenues.
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In the article, the authors examine the sugar industry of Ukraine, which is one of
the oldest and most competitive domestic industrial industries. It is noted that the
industry gained its competitiveness as a result of favorable conditions for growing
and processing sugar beets.

The authors noted that sugar is a strategic food product and every year this product
occupies a more important place in world trade, which makes it possible to consider
the market of granulated sugar from sugar beets as one of the most important
sectors of the food market of Ukraine. It is noted that during the war in Ukraine,
sugar production suffered many losses, among them: loss of acreage, production
infrastructure, logistics networks, and labor resources. It is justified why the war
with the Russian Federation forced Ukrainian sugar producers to function in a
state of emergency, which caused a rapid reorientation of production and trade.
The article states that since the sugar beet complex has always had strategic
importance in the economy of the state, the current state and problems of the
sugar industry in recent years cause concern and prompt specialists and experts
to look for possible ways to solve them, prospects for recovery and development.
Therefore, the study and analysis of the problems and opportunities of the sugar
industry in terms of foreign trade is relevant today.

The authors assume that the competitive position of the Ukrainian sugar industry
gives every reason to assert that domestic sugar producers have broad prospects
for overcoming the problems caused by the war and restoring their production
capacities.

NEPCHEKTUBU NIJIBUIIEHHA KOHKYPEHTOCITPOMOXHOCTI YKPATHCBHKOI
MPOJIYKIIII HA CBITOBOMY PUHKY (HA ITPUKJIAI IIYKPOBOI T'AJTY3I)

Hyrienxo H.O., Pynnik O.P.
3anopizvkuii HayioHanrbHUll yHieepcumem

Yxpaina, 69000, m. 3anopigicorcs, eyn. Kykoscvkozo, 66

Kurouosi cioBa:
KOHKYPEHTOCIIPOMOXKHICTB,
IyKpOBa rairy3b, TOPTIiBII,
PO3BUTOK, HEPCIICKTUBU.

VY crarTi aBTOpaMH AOCIHIIKYETHCS IyKpOBa Traiay3b YKpaiHH, sIKa € OIHI€I0 i3
HalcTapimmx Ta HaO1TbII KOHKY PEHTO CITPOMOYKHUX BITYM3HAHHX 1HTy CTPiaIbHIX
ray3eil. 3a3HadaeThCs, MO ramy3b 3700yia CBOIO KOHKYPEHTOCIPOMOKHICTH B
pe3yabTari CIpUATIMBAX YMOB JJIsl BUPOIIEHHS Ta 00POOKH I[yKpPOBHX OypsIKiB.
ABTOpaMH 3ayBa)K€HO, L0 IYKOp — CTpaTeriuHuil IMPOJOBOJBYMIA TOBap 1 3
KO)KHUM POKOM JaHWil NMPOIYKT TOCiJa€e Baromimre Miclie B CBITOBiH TOpriBii
IO Ja€ 3MOTY PO3NNISAATH PHHOK IYKPY-IICKY 3 LYKPOBHX OypsKiB SK OAUH i3
HaBaYKIMBIMINX CEKTOPIB MPOJOBONEIOTO PUHKY Ykpainu. KoHcraryeTbes, mo
mig 9ac BiffHE B YKpaiHi I[yKpoBe BUPOOHHUIITBO 3a3HAJIO 0ararbox BTPaT, cepen
HUX: BTpaTa NOCIiBHHX IUIOLL, BUPOOHUYOT iHYPACTPYKTYPH, JOTICTHYHUX MEPEK,
TpyROBHX pecypciB. OOrpyHTOBY€EThCSI, YOMY BiliHa 3 pd 3Mycuia YKpaiHChbKHX
BUPOOHMKIB IIyKpPY (YHKIIOHYBaTH B HaJ3BHYAHHOMY CTaHi, IO CIIPHYMHHUIIO
CTPIMKY TIepeopi€HTAIlil0 BUPOOHUIITBA Ta TOPTiBIIi.

VY crarTi 3a3Hau€HO, MO, OCKUTBKH, B €KOHOMII JepiKaBU I[yKPOOYpPSIKOBHIMA
KOMIUIEKC 3aBKIM MaB CTpaTeriuHe 3HA4YCHHS, CyYacHWHA CTaH i mpobdieMun
I[yKpPOBOi Taiy3l B OCTaHHI POKHM BUKIIMKAIOTh 3aHETMIOKOEHHS 1 IMiJIITOBXYIOTh
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(haxiBIiB Ta EKCHEPTIB NIYKaTH MOXIMBI NMUISXH iX BUPIMICHHS, NEPCICKTUBU
BiTHOBJIEHHS 1 pO3BUTKY. TOMy BWBUEHHS 1 aHaNi3 MPOOJIEM Ta MOXINBOCTEH
IIyKPOBO1 MPOMHMCIIOBOCTI y PO3pPi3i 30BHIMIHLOI TOPTiBII HA CHOTOAHINIHIN JIEHb

€ aKTyaJIbHUM.

ABTOpH IPUIYCKAIOTh, 10 KOHKYPEHTHA ITO3ULIs IIyKpPOBOI rayry3i YkpaiHu aae
BCI Mi/ICTAaBH CTBEPIUKYBATH, IO BITYM3HAHI BUPOOHHMKH IyKPY MaroTh MIMPOKIi
MEPCIICKTUBH TTOAONAHHA NPOOJIeM CIPUYMHCHUX BIHHOIO Ta BIXHOBHTH CBOI
BUPOOHWYI MTOTYXHOCTI.

Formulation of the problem

Due to the problems of the Ukrainian sugar industry
caused by the war with the Russian Federation, the prior-
ity issue is overcoming the crisis situation and restoring
the competitive positions of domestic sugar producers on
the world market. The industry needs operational solutions
that are able to preserve its potential and set the develop-
ment vector for the future.

Analysis of recent research and publications

The article pays attention to the works devoted to the
research of the competitive position of enterprises of various
industries, in particular: the works of K.I. Antoniuk [1], [2],
[3] and N.V. Kudenko. [5]. Since the current state of the eco-
nomic environment is rapidly changing, the issue of increas-
ing competitiveness always requires relevant proposals.

Formulation of the goals of the article

The goals of the article are to characterize the general
state of sugar production in Ukraine and the world, to
study the strengths, weaknesses, opportunities and threats
to the functioning and development of the sugar industry
of Ukraine during the war with the Russian Federation, to
make proposals for increasing the competitiveness of sugar
industry products on the world market.

Presenting main material

Ukraine is a leading producer and exporter of sugar.
Sugar production is traditional for the country due to avail-
able natural resources and climatic conditions. Annually,
in pre-war times, the sugar industry brought the state about
1 billion dollars. due to exports [4]. Currently, sugar pro-
duction in Ukraine is operating in a state of crisis caused
by external threats. Among the threats, it is advisable to
single out the following: reduction of cultivated areas,
logistical problems, financial difficulties, destruction of
infrastructure, reduction of labor potential due to hostili-
ties, migration, mobilization, increase in prices for produc-
tion resources.

Due to the listed problems, the production of sugar in
Ukraine has greatly decreased. Some sugar factories are
operating at a loss, the volume of sugar exports has decreased
significantly. Despite the availability of all natural and cli-
matic resources, Ukraine cannot reach the level of Western
European indicators regarding the use of raw materials.

In fig. 1, we will consider the main global producers
of sugar according to data from 2020 to 2023. It should
be noted that world sugar production exceeds 123 million
tons. 69% of producers get sugar from sugar cane, and
31% — from sugar beets.
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As we can see from fig. 1, the leader in sugar produc-
tion in the world is Brazil (19 thousand tons as of 2023),
in second place with almost the same volume are the EU
countries and India, with production of 18.4 thousand tons.
and 17.9 thousand tons. in accordance. Brazil and India
use sugar cane as a raw material for production. Trends in
the global sugar industry reflect the competitive position
of cane sugar.

Dynamics of sugar production volumes from 2012 to
2023 presented in fig. 2 [6].

As we can see from fig. 2, the maximum of sugar pro-
duction in Ukraine is in 2012, the minimum is in 2021,
which is explained by the impact of the corona crisis and
the low yield of sugar beet. The average volume of sugar
production from 2012 to 2023 — 1727 thousand tons As
of 2023, the production volume is lower and amounts to
1,250 thousand tons.

The main indicators of the sugar beet and sugar harvest
in Ukraine for 2011-2022 are presented in fig. 3 [6].

The yield of sugar beet decreased significantly com-
pared to previous periods. Since 2017, a decrease in yield
by approximately 1,000 thousand tons has been character-
istic. annually. As of 2022, the yield of sugar beet is 9,017
thousand tons.

At the current stage of the development of the economy
of Ukraine, the question of assessing the competitiveness
of the products of the processing branches of the agro-in-
dustrial complex is quite important.

Let’s consider the main factors that affect the competitive
position of products of sugar industry enterprises in Fig. 4.

The analysis of the competitive advantages of the sugar
gas industry of Ukraine by the SWOT analysis method is
given in Table 1.

Thus, the competitive advantages of the sugar industry
of Ukraine should be strengthened in order to bring prod-
ucts up to new standards of the international market. The
following can be noted in more detail for each aspect.

1. Power and capabilities

— patentability of goods, output: confirmed by the
presence of sufficient indicators of production and sales of
products equivalent to average indicators in the world;

— adequate personnel potential that is able to perform
work in accordance with the requirements of current legis-
lation and generally accepted standards;

— access to reliable logistics routes that will provide
access to both regional and foreign markets, bypassing the
obstacles caused by the war.

The possibility of maintaining these strong positions
and strengthening them is the main priority of the future
development of the industry.
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Figure 1 — The largest producers of sugar for 2020-2023 (thousand tons of sugar)
Source: developed by the authors based on [6]
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Figure 2 — Dynamics of sugar production volumes from 2012 to 2023, thousand tons.
Source: developed by the authors based on [6]

2. Weakness and opportunities — infrastructure: the company develops its own

— the strength of competition on «input» and «output»:  infrastructure rather slowly due to a lack of funds.
the weakness is that the produced sugar does not fully com-  However, when the enterprise enters the international
ply with international standards. A possibility is the tran- market as a competitive producer, it will provide an
sition of production to new production technologies with  opportunity to receive significant additional profit from
the introduction of international standards in the process of  sales, which means funds for the development of its
sugar production. own infrastructure.
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Figure 3 — Sugar beet yield from

Source: developed by the authors based on [4]
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competitiveness of goods and
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organizations, mass media, etc.)
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[ Justification of the mission of the
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organization and its products

Figure 4 — Factors of competitiveness of sugar industry enterprises

Source: developed by the authors

1. 3. Power and threats

— the cost of production resources used by sugar
enterprises: modern production requires
sugar beets, appropriate technical

equipment, resource provision (electricity, water sup-
ply). All of the above indicates the high cost of resource
provision, which is reflected in the price of the final
product [3, c. 100].
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Table 1 — SWOT analysis of the sugar industry of Ukraine
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N Correlation of the state of the company's The level of effective use of all types
B potential and directions of transformation of resources available to the firm
(Strength and capabilities) — patentability of manufactured goods
1. — staff qualification
— location of the company
2 (Weakness and opportunities) — infrastructure
) — the strength of competition among international companies
(Power and threats) — the cost of production raw materials and production resources
3. — management system (including marketing)
— price of goods
4 (Weakness and Threats) — Degree of technology innovation
’ — The condition of the main production assets

Source: developed by the authors based on [4]

Table 2 — Signs of strength and weakness in the competitive position of the sugar industry

No Signs of strength

Signs of weakness

The presence of real advantages over
competitors

Losses in the sales market due to the main competitors

A consistent strategy for improving the company's work is very slow

A manufacturer of products with a high cost price

established sales channels

Income growth is below average

High level marketing promotion

Intermediate technological and innovative skills

1
2
3
4 | Growth in the number of consumers and
5
6
7

8 | Expansion of production capacities

A creative entrepreneurial approach to sub-average threats

Source: developed by the authors

— Not all enterprises of the sugar industry of Ukraine
work on strengthening the positive image of products on the
international market, and the creative initiative of presentation
and promotion of products is also not noted. Most enterprises
do not have a system of socially responsible production.

4. Weakness and threats

— equipment requires updating and introduction of more
powerful and energy-efficient equipment (taking into account
Ukraine’s energy problems due to military operations);

— progressiveness of technology: enterprises of the sugar
industry of Ukraine use technological equipment, which is
mostly morally and physically outdated, and acceleration of
depreciation is impossible due to price restrictions [4]. At the
same time, the threat is that competitors can use technological
equipment characterized by high power, resource intensity,
energy intensity, which provides high quality characteristics.

Considering the functioning of the sugar industry of
Ukraine in terms of competitiveness on the world market,
the following important factors can be noted, which are
listed in the table. 2.

According to the results of the analysis of the sugar
industry of Ukraine in the international space, the advan-
tages and disadvantages of the work for the previous period
were studied and the directions of the search for reserves
were determined to create favorable conditions for the pro-
duction of competitive products.

We consider it expedient to propose measures to elim-
inate the identified shortcomings and further development
of the industry:

1. Replace outdated equipment; namely: continuous-ac-
tion centrifuges and drying-cooling complexes based on
modernized imported drum dryers (on the example of

Germany). Among the largest suppliers of this equipment
are such foreign companies as: Fives Cail (France), Sanger-
hausen (Germany), Thyssenkrupp (Germany-India).

2. To increase the capacity of the plant by increasing
the daily processing capacity of the plant; to improve the
quality of products due to the introduction of new techno-
logical equipment for sugar production.

3. The introduction of a quality control and product
safety system at the plant in accordance with international
standards ISO 9001:2000 and certification of the plant in
accordance with the ISO 9001:2004 standard will provide
additional advantages in the competition with other man-
ufacturers of granulated sugar and in conquering new for-
eign sales markets [5, c. 68].

4. Adopt the principle of ecological production, socially
responsible production in EU countries (Germany, the
Netherlands).

Conclusions

In the course of the conducted research, we determined
the general state of the sugar industry in the world, namely:
the leading countries of sugar production were identified,
their production volumes were analyzed, and Ukraine’s
place in sugar production was determined.

The factors of the competitiveness of the sugar industry on
the world market are given, and the main aspects of the func-
tioning and development of enterprises of the sugar industry
of Ukraine are analyzed on the basis of SWOT analysis.

The authors present suggestions for improving the com-
petitive positions of sugar industry enterprises of Ukraine
based on the experience of enterprises in Germany, France,
and the Netherlands.
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Innovation and digitization have a major impact on business competitiveness, and
it is growing rapidly. But the problem is that a significant proportion of Ukrainian
manufacturers do not realize this, relying on proven but outdated methods of
doing business. Most SMEs use standard computer tools and software at the
level of basic processes (electronic accounting, communication, use of websites
and social networks). Nevertheless, only a few of SMEs representatives use
digital technologies for planning and forecasting business operations, and cloud
computing services, which have become popular in developed economies, are
almost not used by Ukrainian businesses. The article analyzes the reasons for
this situation, provides the results of a survey of SME managers with relation to
the digitization of processes at their production facilities, and proposes systemic
solutions in the field of increasing business capabilities related to international
online trade.

HUADPPOBI3AIIA MAJIOTO I CEPEJTHBOT'O BI3HECY B YKPAIHI
SAK ®AKTOP YCHIXY HA MIZKHAPOJIHUX PUHKAX

®enopos A.14.

3anopizbkuii HAYIOHANILHUL YHi6epcUumem

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

KuiouoBi ciioBa:

MiKHapOJHI pUHKH,

BiliHa, TI00AIbHI PUHKH,
CBITOBa €KOHOMIKa, OHJIAIH
MapKeTHHT, I(poBizaris,

M ITPUEMHHATITBO, MaJi i
cepenni miampuemctsa (MCII),
KOHKYPEHTOCTIPOMOXKHICTb,
pedopmu, cTparterist PO3BUTKY.

[HHOBami{ Ta I pOBi3alist MArOTh CEpil03HMH BILTHB Ha KOHKYPEHTOCIIPOMOXHICTh
6i3zHecy, 1 BiH cTpiMKo 3pocTae. Ase mpobiema MojsIrae B TOMY, 10 3Ha4Ha YacTKa
YKpaTHCHKUX BUPOOHMKIB 1€ HE YCBIJIOMIIIOE, CIIO/IIBAIOYHMCH HA TIEPEBIpEHi ale
3acTtapisi Metoau BesieHHs 0i3Hecy. binbiicts MCII BUKOPHCTOBYIOTH CTaHAAPTHI
KOMIT'IOTEpPHI IHCTPYMEHTH Ta IporpamHe 3a0e3nedeHHs Ha piBHI 0a30BHX
mporieciB (eIeKTpoHHa OyXranrepis, KOMMYHIKAIlisi, BUKOPUCTAHHS CalTiB Ta
con-mepexx). OmHak smme oxuHUIi 3 mpeactaBHuUKiB MCII kopucTyroTbes
U(POBUMH TEXHOJIOTIIMH AN IUIAaHYBaHHS Ta INPOTHO3YBAaHHSA E€KOHOMIYHO{
JUSUTBHOCTI Oi3HECY, a MOCIYrM XMapHHX OOYUCIIECHb, SIKi CTaIM TOMYJSIPHUMHU
B PpO3BHHYTHMX €KOHOMiKax, Maibke HE BHKOPHUCTOBYIOThCS YKpPaiHCBKUM
6i3HecoM. B cTarTi npoanaiizoBaHi MPUYMHK TAKOi CUTYaIlil, HaJZaH1 Pe3ybTaTH
onntyBaHH: KepiBHUKIB MCII mozo nudposizartii mporecis Ha iX BAPOOHHUIITBAX,
3aIpONOHOBAHI CHCTEMHI PIllICHHS B Taly3i PO3IIUPEHHS MOKIMBOCTEH Oi3HECY y
chepi Mi>kHApOTHOT OHIIAWH-TOPTIBIII.

Problem stating

International logistics, transnational trade barriers,
new methods of transaction costs, involvement of artificial
intelligence, digitalization of quality control processes — all
this requires a digitalization strategy for every SME enter-
prise that works or is preparing to work with international
partners and secure a foothold in global markets. Small
businesses of all countries of the world are increasingly

showing the characteristics of globalization, which is man-
ifested in the increase in foreign economic activity, in the
deployment of global information technologies, in the
harmonization of forms and in business gold standards of
entrepreneurial activity [1]. Moreover, new business struc-
tures, the so-called “small transnational companies”, have
come to global markets, which are quite on firm ground
on the world trading platforms, having a small number of
full-time personnel [2, p.2]. It is becoming apparent that
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the equilibrium growth of the global economy is going to
occur due to the digitization of markets and access to them
by business players.

Analysis of latest research and publications

Scientists lay special emphasis on the fact that dig-
ital transformation of the business sector is of crucial
importance for supporting the dynamic character of the
Ukrainian economy in the era of digital technologies
(Shevchenko 1. O., 2022). “Ukrainian companies are rel-
atively positive concerning digitalization, but mostly feel
they are lagging behind their competitors in digital trans-
formation. Although technology companies and other
global innovators have not yet targeted at the Ukrainian
market, they will do so in the long run” [3]. Foreign sci-
entists focus extensively on the topic of increasing the
efficiency of trade on international markets and the use of
online technologies: S. Hensler, M. H. Dekimpe, V. Ski-
era [4] considered the ways and methods of evaluating the
effectiveness of the defined channels of goods and services
promotion within the framework of using multi-channel
strategies; Fang-FangTang and XiaolinXing[5] devoted
their studies to the same question; M. Laroche, 1. Kiani,
N. Economakis and M.O. Richard [6] studied the psychol-
ogy of consumer behavior and its response to online sales
technologies; Chatterjee S. and Kar A K. investigated the
application of marketing technologies in SMM by small
and medium-sized companies in particular, and provide
the experience of Indian entrepreneurs as a vivid exam-
ple [7]. Beginners on the way to conquering international
markets and implementing the digitalization of their own
marketing should become acquainted with the “bible” of
the SMM manager — TheFinancialTimes guide to social
media strategy [8]. David Mirman Scott fundamentally
teaches the theory of digital marketing in his book The
New Rules of Marketing and PR, which has become a
world bestseller and has been translated into 29 languages.
Among Ukrainian authors, it is worth noticing the paper
of K. V. Shimanska and Bondarchuk V. V. Analysis of
Marketing Possibilities of Using Online Channels for the
Promotion of Products of Ukrainian SMEs [9], in which
the distinguishing characteristics and features of the use of
various online channels for the promotion of products to
foreign markets are formulated. Generally, there are many
scientific papers in the field of neuroscience and their use
in marketing. Even too much. And since technologies are
developing quite quickly, there is a need to create basic
concepts of using online technologies in business with
adaptation to Ukrainian day-to-day realities.

Goal formation

The goal of the article is to analyze the main issues of
the development and implementation of digital technol-
ogies by small and medium-sized businesses of Ukraine
under war conditions and outline the priorities on the way
to digitalization of domestic business.

Statement of basic material of the research

Ukraine is one of the countries producing IT-sec-
tor products and even ranks 12th in terms of the number
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of founders of “unicorn” companies. And although the
Ukrainian government supports the digitalization of the
country in every possible way and has even included the
development of digital technologies in the list of key areas
of the “National Economic Strategy until 2030, analytical
studies indicate a low level of digitalization of about busi-
ness processes.

As with the latest technologies, digitalization is mov-
ing forward primarily among representatives of large busi-
nesses. But SMEs are more mobile and flexible business
structures, so in this sense, small and medium-sized busi-
nesses should not remain aloof from the technologies of
the digital era. But this does not happen. The reason are
that the level of understanding of digitalization by manag-
ers and founders of SMEs is low. Even among large com-
panies, only 20% of Ukrainian companies have a digital
strategy. Moreover, only a few companies of all sizes have
assigned the responsibility for digital transformation to a
digital department or a digital transformation coordinator.
A small proportion of large companies have not taken any
measures from this perspective [1]. If you look in compari-
son, the lowest indicators of innovative activity among the
countries of the European Union have Portugal — 26% and
Greece — 29%, but even these indicators are twice as high
as in Ukraine. And compared to leading countries such as
the Netherlands (62%), Austria (67%), Germany (69%),
Denmark (71%) and Ireland (74%), this gap with Ukraine
is almost five times lower [10]. The rapid digital transfor-
mation is based on digital trends that should be monitored
and studied by small and medium-sized businesses. And
it is necessary to give consideration to this at all levels —
from the service department or an employee to the head of
the enterprise. If the manager or top management does not
understand the digitalization trends, such an enterprise will
not be able to build a development strategy and achieve
competitiveness criteria that will bring it to global markets.

In fact, SMEs shall engage digital technologies as an
absolute factor for their efficiency and competitiveness.
That is, the consumer who receives goods and services
on the global market in the era of digitalization does not
care who actually produced them — whether it is a transna-
tional corporation or a small or medium-sized enterprise.
The main selection criteria are applicable quality, speed of
delivery and comfortable service system. The chances for
giants and SMEs in global markets are becoming equal in
terms of access to the consumer. Today, digital technolo-
gies are implemented as part of business processes, and
their widespread use can be seen in all spheres of life [12].
This happens because:

o their exponential cost improvement in combination
with available cloud services reduces the capital invest-
ment required to launch a business;

o their application reduces costs, increases production
performance and decision-making efficiency;

o they become cheaper and, accordingly, more acces-
sible owing to free content and services (due to low mar-
ginal costs): users pay only part of the value that is created
in the digital economy;

e they can be used to create unique products fully
adapted to the client’s preferences [12].
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An example of the use of digital technologies in agri-
cultural business (Fig. 1):

According to the “Digital Agenda of Ukraine” study, if
the digitization of grain production is carried out through-
out Ukraine and in all farms, it will increase the volume of
production from the current 60 million tons of grain to 85
million tons annually and increase exports from 36 million
tons to 63 million tons [13].

Digitization has a great positive impact on all aspects
of society and business. This includes access to informa-
tion and repositories of unique data from around the world,
the possibility of improving the level of qualifications of
employees of all stages of the production process, this
is cost minimization and optimization of management,
improvement of the quality of products and services, quick
response to any processes and events on the domestic and
foreign markets. And this is far from the whole list. How-
ever, there are certain warnings. The Razumkov Insti-
tute warns that despite a number of good news generated
by digitization, it also presents a number of challenges for
which both society and business may not be ready: pro-
gressive automation and the application of robotics will
result in a disruption of the labor market, which will be
characterized by unemployment and income inequality
[12]. The so-called “digital divide” may cause an imbal-
ance in employment between the generation of “digital-
ized” young people and middle-aged professionals. Among
other threats are violations of information confidentiality,
leakage of personal and corporate data, increasing social
distance, loss of national traditions and customs.

The development of digital technologies and the rapid
promotion and expansion of the representation of artificial
intelligence in the field of marketing require the involve-
ment of all possible areas of electronic commerce to pro-
mote the products of Ukrainian SMEs to foreign markets.
Within this framework, entrepreneurs should consider a set
of measures and various resources and schemes that would
help build channels for the promotion of goods to the inter-
national economic space. These are official electronic trad-
ing bases and platforms, reference electronic resources,
commercial industry sites, marketplaces and social net-
works. From the point of view of the ability of domestic
businesses to implement online marketing technologies,
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it turns out that companies that use a multi-channel strat-
egy in digital commerce would rather choose interna-
tional marketplaces. This way of selling goods abroad
has already shown quick outcomes for many exporters.
However, recent changes in the global markets caused by
the aggression of the Russian Federation against Ukraine
have presented new challenges to business and the neces-
sity to revise some mechanisms in the tactics and strategy
of enterprises engaged in or planning to be engaged in
export-import activities. Factors that influenced the change
of these mechanisms:

* active opposition of local entrepreneurship and trade
unions to the import of Ukrainian goods to the territory
of EU countries, who have become stable consumers of
Ukrainian products in recent years;

+ the threat of introducing quotas and restrictions on
a number of Ukrainian goods that provoke competition on
local markets;

+ the complication of the logistics of trade operations
related to the blocking of borders, which several countries
used as a mechanism to prevent trade in Ukrainian goods;

+ the threat of shelling and the destruction of produc-
tion facilities, which may lead to non-fulfillment of inter-
national contracts;

+ problems with relocation and personnel problems
caused by the outflow of specialists abroad and mobiliza-
tion;

+ imperfect mechanisms of customs taxation, which
entails an increase in customs payments and possible
downtime and loss of time before moving goods across
borders.

At the same time, the availability of all this unfavora-
ble development does little to explain the low activity of
many SMEs regarding the implementation of multi-chan-
nel digital marketing technology. Even in the domestic
market, online trade is mainly carried out by individuals,
retail chains and small craft brands. These processes go
mainly through two channels: sales in social networks
and on their own sites or landing pages. Several Ukrain-
ian marketplaces provide an opportunity to promote
goods in the domestic market, but the use of these plat-
forms has become too expensive and getting into the top
pages requires significant costs from entrepreneurs without

Computer, r
Smart-controllers,
GPS, “cloud”, BigData

Digital transformation of
the enterprise

Precision agriculture:
Effectiveness, yielding capacity,
environmental friendliness, better ROI

=

$ 3 -4 thou of investments

Improving the quality of life in
the countryside

Yield enhancement

ROI=30-90%

Figure 1 — Digitization of Agricultural Production Using a Cyber Drone

Source: developed by the author based on [13]
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guarantees of product sales. Therefore, the use of popu-
lar marketplaces claims careful consideration and anal-
ysis of its effectiveness. Thus, another important factor
should be noted — the development of digital technologies
is so rapid that it requires special professional attention,
the organization of a special department at the enterprise,
which would become the stimulus of sales and promotion
of SME products to local and global markets. However,
the question becomes in turn of great dependence of the
enterprise success on the qualifications and professional
qualities of such specialists, who would combine knowl-
edge of marketing technologies, digital literacy at the level
of a high-class user, knowledge of foreign languages, legal
aspects of international business operations and the ability
to understand the production and manufacturing procedure
of one’s own enterprise. [ will give an example.

In 2016, a new technology for using chatbots in mes-
sengers to promote the products of small and medium-sized
enterprises quickly entered the market. The most conven-
ient platform for the average user was offered by the Smart-
Sender aggregator, which was quite aggressively promoted
on the market of digital services by several Ukrainian edu-
cational companies. At the same time, the effectiveness
of this technology was not proven and was even hidden
by its propagandists. Entrepreneurs who were tempted
to develop and implement these chatbots with sales fun-
nels were forced to invest several thousand dollars (in the
hryvnia equivalent) in the training of a specialist, spend on
a subscription to use the platform, create an administration
system and other unforeseen costs. The upshot was that the
technology deceives expectations, because it required sig-
nificant resources to support it. Moreover, the owner of the
platform turned out to be a Russian counterparty, which

Table 1 — Results of an anonymous survey of SME managers
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ceased to perform system support duties. And above all,
since 2020, popular messengers have introduced a system
of built-in chatbots that any subject can use for free. This
example demonstrates that a digital portfolio of offers for
online commerce should be carefully examined and ana-
lyzed by a qualified specialist who will take responsibil-
ity for the company’s e-marketing strategy and minimize
risks.

The war of the Russian Federation against Ukraine
caused disturbances in the business environment. Many
companies lost real business partners, supply and sales
logistics were destroyed at once. And to a large extent, this
encouraged small and medium-sized businesses to look
for new models of promoting their products to markets,
including foreign ones, with the help of electronic com-
merce.

It is worth emphasizing that the Ukrainian segment
of SMEs has been using online channels for the develop-
ment and promotion of their business for a long time, but
in the vast majority it is ineffective. The author conducted
an anonymous survey of managers and top managers of
21 manufacturing enterprises in Zaporizhzhia (6), Dnipro
(5), Vinnytsia (3), Lviv (4), Lutsk (2), Khmelnytskyi (1).
According to the results of an anonymous survey, it seems
fair to say that online channels for the presentation and
promotion of products of own production are poorly used
and rather unsuccessful (Table 1). At the same time, one
hundred percent of managers/owners understand this and
intend to develop this area.

It is interesting to note that among the managers of
SME:s in the survey, online communication is used to a
greater extent by small manufacturers: one hundred per-
cent work with marketplaces, more than 70% — with social

1 | Enterprise category (small, medium, manufacturing, services) | 14 small, manufacturing | 7 medium, manufacturing
2 | Number of emplyees up to 50 up to 250
3 | Production turnover, million hryvnias up to 10 mln up to 50 min
4 | Do you export products? 1 enterprise 2 enterprise
5 | The number of countries to which you deliver the goods 1 2
6 | What online marketing channels do you use:
marketplaces 14 3
brand website 0 2
own site 6 7
social networks 11 1
messengers 4 0
electronic mailing of letters 1 3
chat bots 0 0
influencers 0 0
involve Al 0 0
7 | Who is engaged in digital marketing
agent of influence 0 2
marketing expert 12 4
marketing department 0 3
business owner/manager 2
8 | Do you plan to expand the area of digital online marketing 14 7

Source: developed by the author based on the generated questionnaire
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networks, a small part — with messengers. But the average
business prefers its own websites, and a little less than half
of the respondents even use mailing services, the effec-
tiveness of which has fallen dramatically low in the last
few years. The vast majority of small businesses have a
marketing specialist, but 2 out of 14 wrote that they do
e-commerce on their own. Only 2 out of 7 surveyed medi-
um-sized manufacturers delegated the function of mar-
keting area to third-party professional companies, using
outsourcing to minimize costs. However, the lack of effec-
tiveness of this tactic is indirectly confirmed by the inten-
tion to develop online sales. That is, we can conclude that
online channels for the sale of goods for SMEs still remain
an additional tool of marketing strategies in contrast to
traditional sales. Moreover, the online communication of
domestic entrepreneurship is rather poor and does not use
the most effective sales channels. Among the popular areas
in SMEs, the groups highlighted below (Fig. 2) are used.

Not all digital communication channels are used by
SMEs in their operational activities. Obviously, this is
related to the objective and subjective characteristics of the
application, which generally affects the success of com-
panies’ promotion to international markets. Let’s sort out
each group separately.

Marketplaces. Merchandise platforms, which con-
centrate a wide range of products from manufacturers of
local markets on their areas, improve their services every
year: from the search system to the possibility of online
payment by the buyer with calculations for the “goods bas-
ket”, delivery and commissions for the platform. Moreo-
ver, each platform initiates its own marketing strategy with
a discount system, bonus and accumulative discounts, gift
certificates and multi-layered advertising communications.

That is, a part of the costs for advertising campaigns
is taken over by the marketplace. The platform is largely
responsible for shaping supply and demand. Popular
trade aggregators among Ukrainian consumers are Ama-
zon, eBay, Alibaba, Rakuten, Walmart, and others. All
marketplaces are actively implementing artificial intel-
ligence technologies, which makes sales more effective
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and targeted by creating a purchase history and customer
portrait of the buyer. Research by scientists on the use of
marketplaces when entering new foreign sales markets has
shown the effectiveness of such tactics primarily for form-
ing a price offer and determining regional demand for cer-
tain categories of products. This is, so to speak, the hook
that grabs the consumer’s interest and provides a basis for
marketing analytics, which forms a strategy for advancing
to global markets and consolidating one’s positions. Pop-
ular marketplaces used by Ukrainian exporters are listed
below (Fig. 3).

When choosing an electronic trading platform, com-
panies that plan to export their products to international
markets shall take account of the differentiation of such
resources. In this way, the strategy of finding the target
audience of consumers is going to be implemented. Fur-
thermore, the specialized marketplaces provide qualified
information about licensing conditions, regulatory barrier,
prohibited positions for sale in a particular country, and
other specific restrictions. For example, for the import and
sale of apples in Poland, there are strict standards that regu-
late the color, size of the fruit stalk, and the size of the fruit.
Many products require international quality certificates
and certification in the country of sale. And this applies
not only to products of the food industry, but also to goods
of general or industrial consumption. Labeling and pack-
aging standards shall be as well taken into account, oth-
erwise the goods will just be prohibited for sale. It is also
important to study the rules of calculations offered by this
or that marketplace: commissions charged by the online
resource, delivery logistics and its pricing calculation,
support for online orders and the business pattern of refer-
ence client resources, processing of orders and complaints.
A careful study of regional marketplaces is necessary in
order to bring your commercial interests closer to the local
buyer, bypassing the permanent psychological stereotype
of the client, who finds shopping in global trade networks
difficult and long-term ones, and for a certain category —
unreliable and too risky. The principle is as follows: if you
plan to sell in Germany, you use German marketplaces,

Online Communication Channels

' - ® — ©
MARKETPLACES PRESENTATION MESSENGERS SOCIAL ORI ICIAL
SITES NETWORKS INTELLECT
VIBER Facebook ChatGPT
Instagram 0coya
oo Selle’s/B ’ Tagram Pinterest unbounce
B2C elle’s/Buyer’s WhHatSADD ol -
iali site : m“u., i;_,ub A
Specialized Toat i
General il o

Figure 2 — Online channels used by SMEs
Source: developed by the author based on an anonymous survey of SME representatives
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Figure 3 — Marketplaces that are popular in Ukraine
Source: developed by the author on the basis of research materials [14]

in Brazil — Brazilian ones, in the northern EU countries —
Dutch ones. It is unquestionably, that the use of regional
marketplaces is necessary in your strategies.

e-commerce. It should be emphasized that with the
introduction of 3-4G wireless communication technology
in Ukraine, the mobile e-commerce segment has grown
significantly, the number of trade transactions in this seg-
ment is growing by 27% every year. This is a key growth
driver for businesses in the SME sector. In addition, scien-
tists of the Ukrainian Institute of the Future outline other
opportunities for the development of e-commerce for
SMEs [15]: extension of payment methods; use of elec-
tronic money; online lending; smart logistics and related
services; improvement of digital skills of citizens; devel-
opment of cross-border e-commerce; standardization and
interoperability.

It is worth mentioning that the last point — standardi-
zation — Is quite sensitive for the construction of a strat-
egy for the introduction of Ukrainian products to interna-
tional markets and requires comprehensive state solutions.
Businesses use digital applications and platforms that are
developed by many IT companies, and in most cases these
companies use their own data standards. This results in
incompatibility with standardized international platforms
and leads to operational losses and significant security
risks. The economic environment requires not only the

standardization of interoperability of API, but as well the
harmonization of all data formats, including metadata. The
government is already working on this problem, introduc-
ing the harmonization of technical regulations with the EU
and the transition of all links to international standards, but
the Russian Federation’s war against Ukraine has slowed
down this process. However, Ukrainian SMEs should
invest in the development of their own e-commerce,
develop innovative strategies for the introduction of online
channels and create conditions for entering international
markets for cross-border e-commerce.

Conclusion

Ukrainian business should focus more attention on the
involvement of the latest technologies in its production
processes. However, particularly in the days of bitter tri-
als caused by the war of the Russian Federation against
Ukraine, digitalization technologies may become the key
to overcome the crisis and a way to increase competitive-
ness in the domestic market, as well as advance to foreign
markets. Digitization should become the principal strategy
of both the state and business in all areas of production. The
reconstruction of Ukraine should take place on the basis
of the latest philosophy of industrial and entrepreneurial
activity. Not until then will Ukraine have a real chance to
join the ranks of the world’s developed economies.
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The article discusses the modern problems of introduction of captive insurance
organizations. It is noted that the issue of the activities of captive insurance
organizations is not reflected in the legislation, that is, there is no legislative
framework, although the activities of captive companies differ significantly from
the activities of commercial insurers. Another problem that hinders the development
of captive insurance is the lack of qualified personnel. There is also a problem with
the information and technical support of captive insurance. It is shown that the
parent company can consider a captive insurer as a tool for insuring only its own
risks (the most common option now), or as a tool for obtaining a synergy effect.
The main synergistic effects of captive insurance have been determined.

The main problems that arise during the organization of a captive insurance
company are defined: limited insurance field; additional costs for the establishment
and operation of a captive insurance company; the need to use the services of the
insurance market; deterioration of the financial stability of a captive insurance
company; time spent by management structures during the period of organization
of a captive company for its creation and formation.

The advantages of creating a captive insurance company for the parent organization
are determined: saving the company’s funds and shorter terms of compensation for
losses than with insurance; making a profit from the activities of a captive insurance
organization; risk minimization; diversification of risks; supplement to insurance
in professional insurance companies; entering the reinsurance market, etc. It is
determined that the introduction of captive insurance can have a positive impact
on the economic security of the parent organization and revive the development of
the insurance market.
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npo6ieMa i3 iHpopMaLifHO- TEXHITHUM 3a0€3MeICHHSIM KETITUBHOTO CTPAXyBaHHS.
INoka3aHo, 1110 MaTepPUHCHKA KOMITaHiI MOXeE PO3IIIAATH KEITHBHOIO CTPaxOBHUKa
SK THCTPYMEHT JUIS CTPaxyBaHHs BUKIIIOUHO BJIACHUX PH3HKIB (HaHMOMMpeHimmi
3apa3 BapiaHT), abo SIK IHCTPYMEHT OTpuMaHHs edekTy cuHeprii. Busnaueno
OCHOBHI CHHEPTi4HI €()eKTH KEITUBHOIO CTPaxyBaHH:.
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BusHaueHO OCHOBHI mpoOiieMH, sIKi BUHUKAIOTPH IIiJl Yac OpraHi3aimii KemTHBHOL
CTPaxoBOi KOMIIaHil: OOMEXEHICTh CTPaxOBOTO IIOJNIS; MOAATKOBI BUTpATH Ha
CTBOpPEHHS 1 (DYyHKIIOHYBaHHsS KEHTHBHOI CTPaxOBOi KOMITaHii; HEOOXIOHICThH
BUKOPUCTaHHS IIOCIYI CTPaxOBOTO PWHKY; MOTipuieHHs (iHaHCOBOI CTIHKOCTI
KENITUBHOT CTPaxoBOi KOMIIaHi1; BUTPATH Yacy YIPaBIiHCHKUX CTPYKTYp B IIepiox
oprasizanii KeTHBHOI KOMIaHii Ay il CTBOPEHHS 1 CTAHOBJIEHHS.

BusHaueHO TepeBarn CTBOPEHHS KENTHUBHOI CTPAaxoBOi KOMHaHIl  ays
MaTEePHHCHKOI OpTaHi3allii: eKOHOMis TPOIIOBUX KOIITIB MiAPHEMCTBA 1 KOPOTITi,
HIX TpU CTpaxyBaHHI, TEPMiHUA BiIIIKOAYBaHHS BUHUKIWUX 30UTKiB; OTpUMaHHS
npuOyTKY BiJ| JisUIBHOCTI KENTHUBHOI CTPaxoBOI oOpraHizaiii; MiHiMi3alis
pU3HKIB; TuBepcudiKalis pU3NKiB; JOIIOBHEHHS IO CTpaxyBaHHs y npodeciifHux
CTPaxOBUX KOMIIaHIfIX; BMXiJ Ha PUHOK IIepecTpaxyBaHHs Toulo. Bu3HaueHO,
[I0 BIPOBa/KCHHSA KENTHBHOIO CTPAaXyBaHHS 3[JaTHE IO3UTHBHO BIUTMHYTH
Ha EKOHOMIYHYy O€3leKy MAaTepHHCHKOi oprasizamii i TOXBaBHTH PO3BHUTOK

CTPaxOBOTO PHHKY.

Problem statement

In modern conditions, it is time to clearly define the
scope of activity and the rules of the game for captive
companies, to bring the legislative requirements for such
businesses in line with European practice, and thus to
provide a resource for the growth of this segment of the
insurance market, and the opportunity for Ukrainian busi-
ness to effectively protect itself from various risks without
incurring unnecessary costs, which will help many indus-
tries overcome the crisis and allow them to pursue a policy
of sustainable development. Among the possible transfor-
mation options are the closure or sale of a business, the
transformation of an insurance company into an intermedi-
ary, expansion, and transformation into a captive insurance
company.

Analysis of recent researches and publications

A captive company is an insurance company that is
associated with a large structure, business group, or hold-
ing. Captive insurance companies provide risk mitigation
services for the business of the dominant or parent structure
and are united with them by common business processes.
In the foreign scientific literature, a sufficient number of
works are devoted to the issue of captive insurance, in par-
ticular [1,2]. It should be noted that captive companies are
a common form of insurance business, but the issue of cap-
tive insurance is not sufficiently disclosed in the domestic
scientific literature. Bidnyk N.B., Dzoba V.B. [3] analyze
the peculiarities of the formation of captive insurance com-
panies in Ukraine. Kravets A.V., Danylovych T.B., Tym-
chyshyn I.LE.[4] consider the issue of creating captive insur-
ance companies as a method of self-insurance of industrial
enterprises. However, recently there has been an increased
attention to captive insurance from insurers. Thus, Chern-
yakhovsky V. [5], General Director of AIB, analyzes the
advantages of creating captive insurance organizations.

However, the literature does not sufficiently systema-
tize the advantages and disadvantages of captive insurance
companies, as well as the problems of their implementation.

Formulating of objectives

The aim of the article is to analyze the possibilities and
problems of the use of captive insurance organizations in

Ukraine, to consider the measures necessary for the active
introduction of captive insurance.

Presentation of the main research material

A number of foreign and domestic researchers attrib-
ute captive insurance to one of the forms of insurance
organization. Sometimes offshore and bancassurance are
distinguished separately. Other experts consider captive
insurance to be a special case of stock insurance or a spe-
cial case of mutual insurance. There is a point of view that
captive insurance, especially at the stages of forming an
insurance fund, resembles self-insurance.

Opponents of classifying captive insurance as self-in-
surance put forward an argument based on the fact that in
the captive insurance scheme the insurance company acts
as a separate financial institution regulated by special leg-
islative acts. From the point of view of each company, as
a separate business entity, the use of a captive insurance
company does not carry any fundamental differences.

Within the framework of risk insurance of a financial
and industrial group (FIG), captive insurance is nothing
more than self-insurance. The FIG independently creates
funds that are used in the event of insured events and cov-
erage of the loss, as shown in Figure 1.

If we take into account the financial and industrial
group as a whole, then the elements of self-insurance are
clearly traced: enterprises and organizations that are part
of a financially industrial group jointly form an insurance
fund, and this, in turn, is more reminiscent of the principles
of formation of an insurance fund in self-insurance in its
classical sense. One way or another, captive insurance is
designed to provide compensation for damage that will be
incurred by a financial and industrial group in the event of
an insured event.

The dependence of a captive insurance company
imposes a number of restrictions on the insurance com-
pany, which is a consequence of the lack of strategic
independence of the company. The possibility of exercis-
ing corporate control by a person or a group of affiliates
depends on the specifics of national legislation (the leg-
islation of the country of registration of the captive insur-
ance company) and on the constituent documents of the
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Figure 1 — Scheme of captive risk insurance in a financial and industrial group

insurance company itself. Undoubtedly, the first advantage
of your own insurance company is the opportunity to save
on insurance services.

First of all, the savings come from the fact that the
agency knows about the cost of insurance commission.
Direct contact with the insurance company allows you
to avoid the presence of intermediaries when buying an
insurance service. According to various expert estimates,
the commission of an agent or broker in insurance ranges
from 10 to 30 percent of the cost of the service. Given the
large amounts of money that the financial and industrial
group allocates to insurance, the use of a captive insurance
company can save significant amounts.

Secondly, the employees of a captive insurance com-
pany thoroughly know the specifics of the industry and
widely use the experience of the employees of the owner
company.

In the analysis of the risks to which the company is
exposed, a significant role is played by maintaining the
confidentiality of information received by the insurance
company about the owner’s business. Any owner seeks
to protect his business and provides information about it
extremely sparingly, which does not allow for a full risk
assessment. The perception of a captive insurance com-
pany as part of your own business allows you to avoid such
a conflict of interest.

Managers of a captive insurance company, taking into
account the identified and most significant risks, can offer
a financial and industrial group a comprehensive insurance
service that would optimally meet the needs of the owner’s
company. In this case, savings arise in the absence of costs
for insurance services, the risks of which are absent or not
significant. Periods of payment of insurance premiums can
be adjusted in such a way as to avoid cash gaps in compa-
nies that are part of a financial and industrial group. This
may be necessary in cases where seasonality can be traced
in the activities of the enterprise or the company carries out
an investment project.

Its own insurance company can use retrospective insur-
ance policies when insuring the group’s enterprises, which will
allow, if necessary, to adjust the price of insurance services.

Another important aspect is service, i.e. the speed and
quality of the service. Large financial and industrial groups

68

can have a developed network of enterprises located in
different cities, regions and even countries. In this case, a
captive insurance company, as a rule, has its representative
offices in all cities where the main structure is present, it
can be either large branches or representative offices, or
simply managers of an insurance company located on the
premises of an enterprise or a company that is part of a
financial and industrial group.

The presence of a captive insurance company allows
you to optimize the staffing of the enterprises included in
the group. It is advisable to remove specialists who are
engaged in insurance of property and other risks at enter-
prises, as well as those accompanying insurance contracts,
and transfer their functions to employees of a captive
insurance company, thereby reducing the cost of wages
and deductions to social funds.

A captive insurance company can set tariffs for the
owner at the level of necessary expenses, avoiding a com-
mercial markup, which forms the profit of the insurance
company, which will significantly reduce insurance costs.
Undoubtedly, the advantages of a captive insurance com-
pany include the stability of the tariff policy. The rates of a
captive insurance company can change only at the request
of the owner company, in other words, the client of the
insurance company, so the rates of a captive insurance com-
pany can remain at the same level for as long as you like.

On the other hand, the disadvantage of a captive insur-
ance company is the high cost of the initial capital invest-
ment that the financially industrial group makes at the stage
of acquiring an insurance company or creating it. Start-up
costs can be leveled by locating an insurance company in a
country with a more favorable tax climate.

Simply put, if the location of the insurance company is
located in an offshore zone, then the costs of implementing
a captive insurance scheme fall sharply. It is customary to
distinguish such insurance companies into separate groups
and call offshore captive insurance companies. Preferen-
tial conditions for registration of insurance companies and
obtaining a license to carry out insurance activities may
lead to the fact that the difference in costs for the regis-
tration of an offshore captive insurance company and an
insurance company registered in the country of presence
of the financial and industrial group becomes significant.
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At the moment, a significant part of the largest cap-
tive insurance companies is registered in countries with a
«favorable tax regime». The popularity of regions with a
favorable tax regime among captive insurance companies
is influenced by factors that ensure the efficiency of insur-
ance and reinsurance operations:

— low administrative barriers to registration of an
insurance company and obtaining an insurance license (a
number of countries classified as offshore zones register
and issue licenses within a few days after application);

— preferential tax regime;

— low level of supervision over the activities of insur-
ance companies, often control consists only in the provi-
sion of annual audit reports, but without disclosure of con-
fidential data to third parties;

— ensuring the protection of information about cus-
tomers and owners;

— the presence of a stable political regime and well-es-
tablished legislation contribute to the fact that financial and
industrial groups registered in developing countries have
the opportunity to reduce the risks of the country.

The attractiveness of doing insurance business in these
countries is also ensured by the availability of the neces-
sary infrastructure: comfortable office space, high-quality
housing, security, as well as transport and telecommunica-
tions components of the infrastructure.

A captive insurance company allows you to create a
risk insurance system for companies that are part of the
owner’s financial and industrial group. On the part of a
particular company, part of the insured risks is transferred
to the insurance company, but from the point of view of
the financial and industrial group, the risks remain within
the group. Thus, if the owner company has an insured
event, then the losses have to be compensated from its
own funds.

One of the ways to reduce your own risks when using
a captive insurance company is to use reinsurance services
in insurance companies that are external (not related) to
the owner company. The risk can be reinsured, both for the
entire insurance portfolio and for some part of it (grouped
by types, industries, etc.), up to individual insurance con-
tracts. A prerequisite for this is that the reinsurer company
must not be associated with the parent financial and indus-
trial group of the captive insurance company, otherwise the
redistribution of risk will be conditional.

All companies that are part of a financial and industrial
group insure their risks in a captive insurance company,
which in turn reinsures them in a reinsurance company.
The use of this system makes it possible to partially remove
risks from the financial and industrial group, which allows
you to count on at least some compensation for damage. At
the same time, the use of an external reinsurance company
entails an increase in insurance costs.

A captive insurance company in the presented scheme
acts as an intermediary, nevertheless, this is a rather attrac-
tive scheme for building an insurance system for a finan-
cial and industrial group. Its advantage is that the captive
insurance company retains control over the insurance of
the group’s risks, and reinsurance of risks, as a rule, is
cheaper than primary insurance, not all risks are reinsured,
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but only those that contain an increased threat to the finan-
cial condition of the financial and industrial group.

The need for reinsurance of the risks of a captive insur-
ance company becomes higher if the individual risk of the
financial and industrial group cannot be covered at the
expense of the financial and industrial group at the expense
of its own funds or in the case of accumulation of risks by
the financial and industrial group. The presented scheme
can be expanded to attract several reinsurance companies.
Focusing on specific risks allows you to study their features
and offer customers the most favorable tariff. In addition,
the transferred risk may be too great for one reinsurance
company, in such cases the risk may be divided between
several companies, and it is also possible to apply a joint
reinsurance contract.

The disadvantage of using the reinsurance system is
that as a result of reinsurance, the assets of the insurance
company, including its reserves, are reduced, which sig-
nificantly reduces the possibility of placing the assets of
the insurance company within the financial and industrial
group. Insurance of the system of a financial and industrial
group can be carried out in a combined way (Figure 2),
i.e. insurance of the risks of companies to the financial and
industrial group at the stage of primary distribution of risks
is carried out both in a captive insurance company and in
external insurance companies.

The situation when the primary distribution of risk
occurs between several insurance companies, including
a captive insurance company, indicates that risk manage-
ment in a financial and industrial group is not centralized
and each enterprise of the group independently decides
which risks to insure. Undoubtedly, some risks are insured
in a captive insurance company, this may be an order of
the holding’s management, or insuring a group of risks in a
captive insurance company is economically viable for the
enterprises of the group.

The combined system of risk insurance for a financial
and industrial group is also used during the creation of a
captive insurance company or during its liquidation.

The transition period when creating a captive insur-
ance company is characterized by a gradual increase in the
insurance portfolio. An instantaneous transition from one
insurance system to another is impossible, this is hindered
by: firstly, the organizational aspect — a captive insurance
company must be created, appropriate licenses must be
obtained, qualified personnel must be recruited, the captive
insurance company must be given the appropriate authority
to insure risks to a financial-industrial group. In addition,
the study of the risks of the financial and industrial group
and the determination of the optimal insurance policy takes
a long period.

In case of liquidation of a captive insurance company,
as a rule, insurance contracts are not terminated and the
insurance portfolio is not sold, this period is characterized
by the fact that new insurance contracts are not concluded,
the insurance company continues to service the concluded
contracts until their expiration date.

Combined insurance can be chosen consciously by the
management of a financial and industrial group. It is advis-
able to use such a system in the following cases:
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Figure 2 — Scheme of combined insurance of risks of a financial and industrial group

— the captive insurance company does not have a
license to insure certain types of risk, the financial and
industrial group in this case is forced to conclude insurance
contracts with external insurance companies that have such
a license;

— ifthere is a situation on the market in which a certain
type of insurance becomes unprofitable;

— if the insurance risk is too high for the captive insur-
ance company, and the conclusion of an insurance contract
for this risk may lead to a violation of the financial condi-
tion of the insurance company.

The disadvantages of the combined insurance sys-
tem are:

— decentralization of management of the insurance
system to the financial and industrial group;

— leveling the effect of reducing the cost of risk insur-
ance, since the costs of creating a captive insurance com-
pany are high, and the savings on insuring a small part of
the risks of the financial and industrial group are minimal;

— low investment income of a captive insurance com-
pany, as a result of a small insurance portfolio;

— low rate of return on insurance costs for the business
of the financial and industrial group.

The use of the third captive insurance scheme is largely
aimed at solving two problems. The first task is to reduce
the costs of the financial and industrial group for risk insur-
ance; The second task is to return part of the funds, accu-
mulate them and reinvest them in investment projects to the
financial and industrial group. The main idea of the third
captive insurance scheme is to use a captive reinsurance
company. A captive reinsurance company is a reinsurance
company owned or dependent on one owner or a group
of affiliates acting in its interests, which reinsures mainly
the owner’s risks. Such schemes are most often used by
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industry unions and associations that reinsure mainly spe-
cific risks.

During the initial transfer of risk to an insurance com-
pany that is not part of the parent financial and industrial
group, the terms of the contract may prescribe a condition
on mandatory reinsurance of the assumed risk. As a rule,
one of the prerequisites for participation in such organ-
izations is the mandatory reinsurance of certain risks or
risks of companies to this financial and industrial group.
Visually, the captive reinsurance scheme is as follows
(Figure 3).

As you can see, by applying the captive reinsurance
system, the parent financial and industrial group returns
part of the funds spent on insurance. Having considered
the schemes of redistribution of risks of the parent finan-
cial and industrial group, it is possible to make the follow-
ing classification according to the form of insurance of the
owner’s risks as captive insurance companies and captive
reinsurance companies.

One of the main reasons for the use of captive reinsur-
ance is an attempt to return cash flow to a financial and
industrial group.

The money saved for insurance can justify the invest-
ment costs associated with the creation of a captive
insurance company and its maintenance. Therefore, the
owners of a captive insurance company seek to turn the
cash flow in the direction in which the holding structure
operates; These can be investment projects of a financial
and industrial group or current operating activities of the
group’s enterprises. Many countries are trying to prevent
this or limit this practice as much as possible. The fact is
that when investing the funds of a captive insurance com-
pany in the activities of the parent financial and industrial
group, as such, an insurance reserve is not created. Funds
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Figure 3 — Captive reinsurance scheme

withdrawn from the turnover of companies of a financial
and industrial group for insurance are sent to a captive
insurance company, in which part of them is directed to the
formation of an insurance fund, which is then again poured
into the working capital of companies of a financial and
industrial group.

Thus, the insurance fund remains formed only «on
paper» and in the event of adverse consequences of the
financial and industrial group, it cannot count on it, since it
is already involved in the financial and economic activities
of the enterprises of the financial and industrial group.

In such a situation, insurance completely loses its func-
tions: the risk is not transferred; Insurance funds are not
formed. However, the owners, using captive insurance
companies, try to direct the funds accumulated by the
insurance company to cover their own financial needs.
Since the insurance company is obliged to maintain a fairly
high liquidity of the placement of insurance reserves, not
all the funds collected by the insurance company can be
transferred to the owner. Part of the insurance reserve is
placed in highly liquid assets, such as deposits, so that it
is possible to quickly withdraw them and make insurance
payments, and part in highly liquid securities (government
bonds, highly liquid shares of large companies).

In order to increase the company’s insurance reserves,
the holding’s management insures third parties. This
allows you to increase the amount of monetary resources
that a captive insurance company can use in the interests
of the owner. Another reason for using a captive insur-
ance company, especially during the transition period,
is the possibility of reducing the tax base. The tax leg-
islation of a number of developing countries classifies
insurance costs as an element that lowers the tax base.
The presence of a captive insurance company can sig-
nificantly reduce the amount of taxes paid by increasing
the insurance portfolio. At the same time, by influencing

the investment policy of a captive insurance company, a
financial and industrial group can ensure the reinvestment
of funds spent on insurance.

An indisputable advantage of a captive insurance com-
pany is the ability to insure against accidents of its own
personnel of the financial and industrial group, as well as
to carry out additional voluntary medical insurance. This
practice is characteristic, as a rule, of large financial and
industrial groups that carry out responsible social and per-
sonnel policies. The management of large holding compa-
nies disposes of this opportunity in different ways, some-
times they provide such insurance as an incentive for any
merit to the company, sometimes it is extended only to
management positions, or all employees can be involved,
but with different limits of insurance payments.

So, let’s briefly define the main pros and cons of a cap-
tive insurance company. For the owner of a captive insur-
ance company, the advantages are as follows:

1. Ease of managing an insurance company and the
absence of corporate disputes.

2. The presence of a captive insurance company allows
the owner company to reduce the cost of insurance due to:
no agency fees; delegation of authority to manage insur-
ance contracts to an insurance company; the possibility
of setting special, lower tariffs; optimization of insurance
rules; termination of ineffective insurance.

3. Optimization of insurance coverage. Thorough
study of the group’s risks and making objective decisions
on insurance and measures to reduce the likelihood of an
insured event.

4. There is a possibility of a significant reduction in the
tax base and it is possible to return part of the funds spent
on insurance to the FIG as an investment;

5. Rapid self-sufficiency of the insurance company due
to the rapid replenishment of the insurance portfolio in
conditions of reduced competition;
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6. When insuring third parties, the ownership of a large
financial and industrial group is a significant competitive
advantage.

Cons for the owner:

1. High initial costs for the creation or acquisition of an
insurance company, as well as the presence of costs for its
maintenance;

2. Captive insurance companies have a low return on
equity;

3. A captive insurance company is provided with rela-
tively low insurance protection in comparison with ordi-
nary, commercial insurance companies, since the risks
remain within the financial and industrial group.

For the financial system of the state, the positive aspects
are: the ability to quickly increase the number of insurance
business entities; captive insurance company improves
the financial condition of the parent financial and indus-
trial group; The financial strength of a captive insurance
company depends on the financial strength of the group —
which significantly increases its reliability.

Negative aspects for the financial system of the state
are: captive insurance companies aimed at insuring affili-
ates reduce the volume of the free insurance market, which
affects the business of universal, commercial insurers; a
captive insurance company often participates in tax eva-
sion schemes, which helps to reduce tax collection; the
desire of the owner of a captive insurance company to
return to direct the insurance company’s funds to his own
business hinders the development of the capital market.

As we can see, what is a plus for the owner of a captive
insurance company is not always a plus for the financial
system of the state, therefore, when developing a strategy
for the development of the insurance market, a balanced
approach is needed that would take into account the inter-
ests of owners, insurers, as well as national (state) interests.
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Conclusions

The concept of captive insurance companies should be
introduced in the Ukrainian legislative field, a simplified
procedure for controlling such companies and regulatory
indicators for them should be developed compared to
the requirements for ordinary insurers. After all, the cap-
tive business does not work with individual consumers of
insurance services, as a result, the issue of consumer pro-
tection or the creation of any, including systemic risks for
the insurance industry, is removed. How exactly this can
be implemented:

1. Definition of the concept of a captive insurance
company in the new version of the Law «On Insurancey.

2. Determination of the range of counterparties
(insureds) with whom the captive insurer has the right to
work.

3. Reduction/limitation of prudential supervision
requirements, similar to what is currently happening in
Europe. In particular, during the current revision of the
requirements of the European Directive Solvency II, the
European Insurance and Pensions Authority (EIOPA)
notes that scenario analysis and stress testing are unnec-
essarily complex and burdensome for small and captive
companies.

4. Regulation of the activities of captive companies
should be carried out in accordance with the requirements
of the so-called. Solvency I, implemented in the current
version of the Law «On Insurance», and not according to
the extremely complex mechanism of Solvency II.

5. Simplification of the requirements for corporate
governance of a captive insurance company, since all com-
plex mechanisms are required for structures without a con-
trolling owner and in the presence of a large number of
third-party individual clients.
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Investments are the main stimulus for economic growth not only of the country
as a whole, but also of individual enterprises. They contribute to the dynamic
development of business, solving various problems, such as expanding activities
through the accumulation of material and financial resources, developing new
business segments, acquiring or creating new enterprises (branches), and so
on. Over the past decades, it has become evident that the competitiveness of
enterprises, Their potential for development and success in positioning goods in
domestic and foreign markets significantly depend on investment activity.
Investments are the foundation for the development of any business and industry.
They act as a key resource for the reproduction of capital, which generates a
stream of income and is realized through materialization in innovation. Thus,
innovation and investment activity is considered as a process that contributes to
the intensification of the development of the socio-economic system through the
effective use of accumulated and invested resources in the innovation process. This
approach allows you to stimulate constant change and improvement in society,
contributing to sustainable economic growth and increased competitiveness.

In the current conditions of the military conflict between Ukraine and Russia, there
is a significant emphasis on the analysis and management of investment activities
at enterprises. This is an important aspect that allows you to study the mechanisms
and tools of its implementation, as well as to reproduce the experience of strategic
management of the investment sphere. Construction companies are a special niche
for investment. Even during the period of military conflict and subsequent economic
recovery, they retain significant attractiveness for both domestic and foreign investors.

THBECTUIINHA TIAJBHICTD CK « CTPOUMITHBECT»: MPOBJEMM TA IEPCIIEKTUBH

Kurouosi cioBa:
IHBECTYBaHHS, IICPCIIEKTHBH,
OyziBeITbHA KOMIIaHisA,
IHBECTHIIIHHA IPHBAOIUBICTD.

Txkauenko C.M., Conina A.€.
3anopizbkuti HayionatbHUll yHigepcumem

69600, m. 3anopiocoics, 8yn. Kykoecvkozo, 66

IHBecTHIIIT € OCHOBHMM CTHMYJIOM JIJIsl EKOHOMIYHOTO 3pOCTaHHS HE JIMIIE KpaiHu
B LITOMY, aJi¢ i OKpEeMHUX MiANPUEMCTB. BOHHU CIPHUSIOTH TUHAMIYHOMY PO3BHTKY
0i3HeCy, po3B’sI3yIOUM Pi3HOMAHITHI 3aBAaHHS, TaKi SK PO3MHUPEHHS HisUTBHOCTI
32 paxyHOK HaKONMUYEHHS MaTepialibHUX Ta (PIHAHCOBHX PECypcCiB, OCBOEHHS
HOBUX CErMeHTIB Oi3Hecy, mpuabaHHs ab0 CTBOPEHHS HOBUX IiIIPUEMCTB
(dpimit) i Take inme. IIpOTSAroM OCTaHHIX NECATUIITH CTAaNO OYEBHJHUM, IO
KOHKYPEHTOCTIPOMOKHICTh MIJNPUEMCTB, iXHIH TOTEHMIad Uit PO3BHUTKY Ta
VCHIIIHICTG Y TO3WIIOHYBaHHI TOBAapiB Ha BHYTPIIIHIX 1 30BHIMIHIX PHHKAX
3HAYHO 3JIEXKATh BiJ IHBECTUILIIWHOT aKTUBHOCTI.

IaBectuiii € ¢yHmameHTOM pPO3BUTKY Oymb-skoro Oi3Hecy Ta Tamy3i. Bonn
BUCTYIAIOTh SIK KIIOYOBUI pecypc AJisl BIATBOPEHHS KariTaiy, IO MOPOIXKYE
MOTIK TOXO/IY Ta pealli3yeThCs Yepe3 MaTepializallito B iHHOBaIiax. TakKuM YHHOM,
IHHOBAIIITHO-1HBECTHUIlIIHA MisUTBHICTh PO3MIAJAETHCS SK IMPOIEC, IO CIPHSE
AKTHUBI3aIil PO3BUTKY COIIAIbHO-CKOHOMIYHOI CHCTEMH 32 PaXyHOK €(eKTUBHOTO
BUKOPHCTAaHHSI HAKONMYCHUX Ta 1HBECTOBAaHUX pECypciB y IHHOBAIiHHN
nporec. Takuif MiAXiA JO3BONSIE CTHMYITIOBATH ITOCTIiHI 3MiHM Ta MOKpPAIICHHS
B CYCIIJIBCTBI, CIIPHUSIOYU CTIIKOMY €KOHOMIYHOMY 3POCTAHHIO Ta IiJABHUIICHHIO
KOHKYPEHTOCIIPOMOKHOCTI.
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B cygacHEX yMoOBax BifiCBKOBOTO KOH(IIKTY MK YKpaiHOIO Ta pOCi€to, 3HATHOIO
MipOIO aKIIEHTYEThCS HA aHaJi3i Ta YIpaBIiHHI IHBECTHIIIHHOIO AISUTBHICTIO Ha
mignpueMcTBax. lle BaKIMBHUN aclekT, SKAW J03BOJSE BHBUYUTH MEXaHI3MHU
Ta IHCTPyMEHTH ii NMpPOBEICHHS, a TAKOXK BIATBOPHUTH JOCBIJ CTpAaTEri4HOrO
YIIpaBJIiHHS IHBECTHUIIHHOIO ceporo. OcoOIUBOIO HIIIOO /ISt BKIIJAESHHS KOIITIB
BHCTYMNalOTh OyniBenbHI koMnaHii. HaBiTh y mnepiog BO€HHOTO KOH(QIIIKTY Ta
HACTYITHOTO BiJTHOBJICHHS €KOHOMIKH, BOHH 30€piraloTh 3HaUHy IPUBAOIUBICTH K
JUTA BHYTPIIIHIX, TaK 1 U1 3apyOiKHUX 1HBECTOPIB.

Statement of the problem

A special role in ensuring the functioning of the invest-
ment sphere is acquired by state regulation and the develop-
ment and implementation of the state strategy for investment
development of the economy. This is due to many factors: in
the context of globalization of the world market, dynamic
changes in the scientific and technical sphere and increas-
ing competition in all segments of the world market, as well
as limited financial resources of all institutional investors in
Ukraine. The main factor influencing investments today is
the war between Ukraine and the Russian Federation.

Analysis of the latest research and publications

In Ukraine, the state and potential investors commu-
nicate with enterprises through the signing of investment
agreements, including those on social or economic cooper-
ation, which in turn is the company’s interest in obtaining
investments for the development of its activities, or sim-
plified conditions for carrying out activities, in the form of
exemption from certain taxes, in connection with the use of
innovative technologies, etc. [2]. Lemishko O.O. [6, p. 46]
believes that the condition for improving the economic sit-
uation of the country is active innovation and investment
industry activity and notes: «... It is necessary to create a
system that, through internal mechanisms, will ensure the
transition of all enterprises to the innovation and invest-
ment model of development.»

A number of government documents and regulations
set the task of building a domestic investment system,
which is strategically important, since it is associated with
the growth of the role of investment as a key factor in mod-
ern socio-economic development and technological mod-
ernization of production [2].

Objectives of the article

The purpose of the study is to find ways to improve
the investment activity of the enterprise (on the example of
the Zaporizhzhya construction company IC “Stroyinvest™)
to further increase its profitability, in particular: to analyze
the investment activity of IC “Stroyinvest”, to study the
efficiency of management of the investment activity of the
enterprise, to propose directions for improving the invest-
ment activity of the enterprise, to identify ways to improve
the current system of management of innovation activity in
the IC Stroyinvest.

The main material of the research

With the help of investments, it is possible to develop
important sectors of the economy, modernize the produc-
tion base, create new jobs, etc.
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The main directions of state regulation of the invest-
ment sphere in Ukraine consist of a set of means that
are used to influence investment processes, they can be
divided into several main areas (Figure 1): tax, credit, cur-
rency regulation; regulation of the stock market; attraction
and protection of investments; examination of investment
projects, etc.

During the analysis of the financial and economic activ-
ities of IC Stroyinvest on the basis of the Financial Reports
of the small business entity for 2021-2023, the indicators
that characterize the dynamics of the economic activity of
the enterprise are determined, which are summarized in
Table 1.

Based on the results of the calculations, it can be con-
cluded that the net profit indicator for 2021, which signifi-
cantly exceeds (by UAH 232.0 thousand) the annual figure
of 2019. However, it can be seen that the amount of net
profit in 2021 is lower than in 2020 (by UAH 104 thou-
sand or 30.29%), this dynamics is explained by the timing
of construction work that began in 2021, but has not yet
been completed, and therefore the final calculations have
not been made by customers, which was reflected in the
profitability indicator.

During the study period, the total amount of income
received by IC Stroyinvest in 2021 amounted to 1455.2
thousand rubles. UAH, in 2022 — 4477.4 thousand UAH.
UAH, for 2023 — 3450.1 thousand. UAH, which is UAH
7.4 thousand more than the amount of expenses incurred in
2021, by UAH 343 .4 thousand. UAH more than the amount
of expenses incurred in 2022 and by UAH 239.4 thousand.
UAH more than the amount of expenses incurred for 2023
(Figure 2).

Based on the results of calculations of absolute and
relative indicators that characterize the financial condition
of the researched enterprise, it can be concluded that the
overall solvency indicators of IC Stroyinvest characterize
an improvement in the situation at the end of 2023 com-
pared to 2021, where, for example, the autonomy indicator
improved (increased from 0.04 to 0.9).

Calculations of absolute, fast and current liquidity
ratios show that IC Stroyinvest exceeds the normative val-
ues, which proves its absolute, fast and current liquidity.
The absolute liquidity indicator demonstrates the propor-
tion of the company’s current liabilities that can be repaid
immediately, that is, the company can fully repay its cur-
rent liabilities.

At Stroyinvest, the strategic direction is the develop-
ment and implementation of innovations in the construc-
tion industry, which tries to find as many new tools as
possible, and which allows you to move to the next stage
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Figure 1 — Main directions of state regulation of investment activity

Table 1 — Dynamics of the main indicators of economic activity of the enterprise IC "Stroyinvest", thousand tons UAH

Absolute deviation, +/- Relative deviation, %
Indicators Year 2021 | Year 2022 | Year 2023 2023 to 2023 t0 2022 | 2023 to 2021 2023 to
2021 2022
Net income from the sale of | ), 5 44723 3437,6 1993 11035 137,98 23,14
products (services rendered)
Cost of products sold
(services rendered, work 1314 3767,3 2893,5 1580 -873,8 120,21 -23,19
performed)
Other operating income 0,7 5,1 5,5 4.8 0,4 685,71 7,84
Other income 7 7 7 100 100
Other operating expenses 123,8 366,7 317,2 193,4 -49,5 156,22 -13,50
Net profit 7,4 343,4 2394 232 -104 3135,14 -30,29
5000
44774
4500 4134
4000
3450,1
3500 32107
3000
2500
2000
14452 14378
1500
1000
500
0
2019 2020 2021
O Revenues, UAH thousand W Total expenses, LUAH thousand

Figure 2 — Dynamics of changes in total revenues and total expenses for 2021-2023 IC Stroyinvest
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of design and construction of buildings. At the same time,
architects are testing new building materials and digital
production technologies, striving to create urban housing,
public and cultural spaces, taking into account individual
requirements.

It should be noted that clients (consumers, customers)/
investors have a great power of influence on the construc-
tion company, since it is for them that Stroyinvest strives
to create products that will be in demand by the market
and meet the demand as much as possible. Consumers cre-
ate demand for products and thereby cash flows that allow
the construction company to develop innovatively in each
region.

In recent years, the typical interests of investors are
the opportunity to purchase high-quality, and at afforda-
ble prices, environmentally friendly products. This factor
stimulates the construction industry.

Since any of the businesses, at different stages of their
development, requires certain investments, the construc-
tion sector is no exception, therefore, IC Stroyinvest is
constantly looking for funds, which is a topical topic for
the further functioning of the enterprise. Many construc-
tion projects of IC Stroyinvest are implemented at the
expense of invested funds.

An investor in the construction of real estate of IC
Stroyinvest is an individual or legal entity that has entered
into an investment agreement with the developer (or a per-
son authorized by the developer) in the construction of res-
idential real estate and made an investment under such an
agreement.

Table 2 shows the dynamics of changes in the sources
of financing of the activities (investment activities) of
Stroyinvest Insurance Company, consisting of:

— atthe expense of the company’s own funds (the share
of which during 2021-2023 ranges from 37.44 to 37.37%);

— at the expense of non-resident investors (the
share of which during 2021-2023 fluctuates between
21.20-24.69%);

— at the expense of resident investors (the share of
which during 2021-2023 ranges from 32.04 to 35.33%));

— at the expense of bank loans (the share of which dur-
ing 2021-2023 fluctuates between 3.19-6.03%);

— at the expense of funds from other sources (the share
of which during 2021-2023 fluctuates up to 3%).

Based on the results of the analysis of the sources
of financing the activities (investment activities) of IC
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«Stroyinvesty, it can be concluded that the rates of invest-
ments during the studied period are decreasing, namely:
the amount of funds provided by non-resident investors
decreased by 24.41 %; resident investors — by 8.06%; from
other sources — by 40%. Growth can be observed only in
the received bank loans, the volume of which increased by
66.53% (Figure 3).

It should be noted that among the sources of financing
the investment activities of IC «Stroyinvest» there is the
article «Funds of other sources», which includes a repay-
able loan from the founders of the enterprise. That is, the
founders of the company provide an interest-free repayable
loan for the construction of real estate, the volume of which
in 2021 amounted to 1000 thousand rubles. UAH, in 2022 —
500 thousand. UAH, in 2023 — 600 thousand UAH. (which
is 40% less than in 2021 and 20% less than in 2022).

Among the investors of IC Stroyinvest there are res-
ident and non-resident individuals, whose total share is
more than 50% of financing. An investment agreement for
construction is concluded between Architerra Group LLC
and the investor, which is one of the schemes for purchas-
ing housing in a new building. On the basis of an invest-
ment agreement, the transfer of ownership does not take
place, since the person receiving the investment is not the
owner of the housing, but only undertakes to build it, and
therefore cannot alienate it until the completion of con-
struction. The investor becomes the first homeowner only
after how the housing will be put into operation.

A negative aspect of the investment activity of Stroy-
invest Insurance Company is passivity in attracting funds
from the state and local budgets, and passive participation
in state construction programs, which leads to a shortage of
funds for the development of its activities.

Limited internal resources lead to the impossibility of
forecasting the results of investment activity in the medium
and long term, which means the lack of stability of the basic
characteristic of modern business in the studied enterprise.

Since investment activity increases the external
resources of the enterprise, we will consider the effective-
ness of management of investment activities of the selected
enterprise.

The conducted studies have shown that the threat to
the enterprise is not only these factors, but there is also
a limitation of external relations. Having a wide range of
counterparties, the company does not have such communi-
cations, agreements and relations with them that contribute

Table 2 — Sources of financing of activities (investment activities) of IC Stroyinvest during 2021-2023

Source of funding Absolute deviation, +/- Relatl:/e_ ((ioe/:';atlon,
(thousand UAH) Oct. 2021 | Oct. 2022 | Oct. 2023 2023 to 2023 to 2023 o 2023 to
2021 2022 2021 2022
The company's own funds 14103,0 | 14891,0 | 12433,0 -1670,0 -2458,0 -11,84 -16,51
Funds of the state and local budgets 0,0 0,0 0,0 0,0 0,0
Funds of non-resident investors 9300,0 8406,0 7030,0 -2270,0 -1376,0 -24,41 -16,37
Funds of resident investors 12069,0 13712,0 11096,0 -973,0 -2616,0 -8,06 -19,08
Funds at the expense of bank loans 1201,0 1300,0 2000,0 799,0 700,0 66,53 53,85
Funds from other sources 1000,0 500,0 600,0 -400,0 100,0 -40,00 20,00
Just 37673,0 | 38809,0 | 33159,0 -4514,0 -5650,0 -11,98 -14,56
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Figure 3 — Dynamics of changes in sources of financing of investment activities of IC Stroyinvest during 2021-2023
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Figure 4 — Scheme of the investment development management mechanism at Stroyinvest Insurance Company

to or directly affect the improvement of personnel qualifi-
cations, the level of investment culture, the ability to objec-
tively assess new ideas, developments and technologies.

The management mechanisms at IC Stroyinvest are
analyzed. The general scheme of the organizational-struc-
tural subsystem of the mechanism of investment devel-
opment management (hereinafter — IP) at the researched
enterprise is shown in Figure 4.

The mechanism of management of investment devel-
opment of enterprise is implemented using the following
three main systems:

1) investment forecasting;

2) current planning of purchase, sale, write-off, renewal
(current and major repairs, etc.) of assets;

3) operational planning.

During the assessment of the efficiency of management
of investment activities of IC Stroyinvest, it was found that

the enterprise carries out strategic planning, in particular in
terms of sources of financing.

Table 3 shows the implementation of the planned indi-
cators in the direction of the company’s investment activ-
ities during 2021-2023: as a result of the management of
the company’s investment activities, the plan is underful-
filled, the amount of planned investments is not met by
56.45% (in 2021), by 34.77% (in 2022) and in 2023 by
37.44%. In 2024, since the activity stopped, there was no
funding at all for all items. Planned during 2021-2023.
investments from the state and local budgets have not
been received at all.

In general, the company planned to receive investments
for the total amount of:

in 2021 — 86500 thousand tons. UAH. (according to the
results of activity, the plan was underfulfilled by 48827.0
thousand UAH);
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Table 3 — Evaluation of the effectiveness of investment management of IC Stroyinvest during 2019-2022

Oct. 2019 Oct. 2020 Oct. 2021 Oct. 2022
. s = £ = =R £ =
Source of funding - =9 - =9 - =9 - | =2
(thousand UAH) g S | 2E| B s | &E | B S |2E| E | 2| 2E
R = ° = [ = &= [ = &= [ = &=
S E Sz e Sz
gfd‘;"mpa“ysown 14000,0 | 14103,0 | 100,74 | 15000 |14891,0| 99,27 |17000|12433,0| 73,14 | 19040 | © 0
Funds of the state and | 35056 | (o 0,00 | 20000 | 0,0 0,00 |[10000] 0,0 | 000 | 11200 | ©0 0
local budgets
Funds of non-resident | 54 o1 9300.0 | 77.50 | 10000 | 84060 | 84.06 | 9000 | 70300 | 78.11 | 10080 | © 0
mvestors
fn“v‘ifo‘;zr“‘dem 25000,0 | 12069,0 | 48,28 | 13000 |13712,0| 105,48 | 15000 |11096,0| 73,97 | 16800 | 0 0
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Figure 5 — Dynamics of investment volumes of IC Stroyinvest during 2019-2022

in 2022 — 59500 thousand tons. UAH. (according to the
results of activity, the plan was underfulfilled by 20691.0
thousand UAH);

in 2023 — 5300 thousand tons. UAH. (according to the
results of activity, the plan was underfulfilled by UAH
19841.0 thousand).

As can be seen, every year the company reduces the
planned indicators, which in turn are not fulfilled (Figure 5).

An important component of the formation of an invest-
ment strategy is the assessment of the investment activ-
ity of the enterprise. To carry out such an assessment, the
paper used a SWOT analysis (Table 4), the results of which
show both the strengths and weaknesses of the studied
enterprise.

Analyzing the results obtained in Table 4, the follow-
ing conclusions can be drawn: the company has formed a
positive image, the provision of construction services has
become more qualitative and innovative. Therefore, the
company has the opportunity to enter new markets and
expand its clientele, increase investors.
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A negative factor is that the company has underdevel-
oped advertising activities, but this can be corrected. Com-
petition in the construction market is very high, so there is
a threat of a decrease in the volume of construction work
and a decrease in market share. This is not facilitated by
the current situation in the country, as well as the low level
of income of the population. Thus, the carried out assess-
ment of the effectiveness of management of the compa-
ny’s investment activities showed that that the motives that
existed before 2022 force the company, in order to maintain
the niche occupied in the market, to take on additional risks
of investment activity. At the same time, attracting exter-
nal investors for the implementation of long-term projects
is a rather problematic task that requires serious pre-in-
vestment study with the issuance of feasibility studies. IC
Stroyinvest is forced to proceed from its own capabilities
and use all internal and external reserves for innovations.

Studies have shown that the organization and imple-
mentation of new, more ideal and efficient means of pro-
duction: machinery and equipment, mechanisms, materials,
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Table 4 - SWOT analysis of the investment activity of the enterprise IC "Stroyinvest"

Strengths

Weaknesses

High level of qualification of employees engaged in the design
and construction of real estate.

Good reputation of the firm.

Qualitative characteristics of the final product.

Accessibility of construction services.

A wide range of construction services.

sufficient creditworthiness of the company.

Low level of qualification of employees employed to attract
investment.

Failure to meet the planned indicators of investment volumes.
Lack of high-quality advertising.

Lack of professional regular management.

Possibilities

Threats

Improving the level of employees' skills to attract investment.
Development of the construction sector in the territories liberated
from occupation.

Increase in investors. Attraction of funds from the state and local
budgets.

Increasing the level of competition in the industry. Flow of
potential investors to competitors.

Inflation risks

Risks of property destruction

Profitability
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S 0,074
= 0,08
z —
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Figure 6 — Dynamics of changes in the profitability of IC Stroyinvest for the period 2019-2021

products, structures, new technologies for designing new
products that contribute to the development of the enter-
prise, is an innovative activity that requires additional
investments.

During the study of the investment activities of IC
Stroyinvest, problems of the current management system
were identified, which led to a decrease in the efficiency of
activities in 2021 (Figure 6).

Although the profitability indicator increased in 2020,
due to the investment of own funds in construction, due
to the low level of investment and underfulfillment of the
planned indicators for attracting funds for construction, in
2021 the profitability decreased to 0.074.

Based on the results of the assessment of the manage-
ment of investment activities of the enterprise, the follow-
ing weaknesses have been identified:

— lack of investment from the state budget and too low
volume from foreign investors;

— lack of a marketing department for the development
of investment potential;

— lack of active advertising;

— lack of strong cooperation with creditors;

— ineffective credit policy of the enterprise or its
absence (for the implementation of innovation and invest-
ment projects);

— the presence of unused or inefficiently used property;

— untimely fulfillment of planned tasks in the direction
of investment policy, etc.

Therefore, when studying the management of invest-
ment activities of a construction enterprise, it is recom-
mended to focus on the use of the following areas:

— introduction of marketing in the field of investment
activity;

— implementation of new solutions in matters of activ-
ity planning.

It should be noted that such external factors as: the
economy in the country, the inaccessibility of credit pro-
grams for construction for the population, the unstable
political situation have a great impact on both the client and
the developer, in particular, for the developer, this threat
is very high when performing work on the state order:
change of power — new policies in the field of construc-
tion; a biased attitude on the part of regulatory authorities
begins; political pressure, during which there is a biased
attitude towards contractors-developers, whose activities
are transparent. These factors had a significant impact (on
the negative side) on the company’s construction activities
in 2022 and are reflected in 2023.

At the same time, during the analysis, the strengths of
Architerra Group LLC were identified: continuous training
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of personnel and specialists in the field of construction;
availability of all necessary certificates, licenses. These
advantages distinguish the company from its competitors,
who in fact have a different situation.

To improve the current management system, it is rec-
ommended

1) develop partnerships with all stakeholders involved
in the construction: agencies for the sale of finished hous-
ing, loyal customers, investors (legal entities), suppliers
of materials, sellers of related goods and services, avant-
garde architectural agencies, design bureaus, etc.;

2) to develop Internet resources in parallel;

3) use a CRM system designed specifically for the con-
struction industry;

4) work in all directions to increase the interest of a
potential client base:

— provide special offers for existing customers and
partners;

— apply a general advertising campaign to acquaint a
wide audience with the philosophy (important issues that
the company’s activities help to solve)

— conducting various training and introductory events
for partners, as well as for existing and potential customers.

Since in order to fulfill the above goals and recom-
mendations it is necessary to have significant qualified
labor resources, there is a need to introduce a marketing
department in the field of investment activity at Stroyinvest
Insurance Company, the functions of which include:

1. Formulation of investment goals.

2. Analysis of the existing state (diagnostics of the
organization’s problem or its individual element).

3. Identification of a problematic situation in the field
of investment.

4. Making a decision on the feasibility of attracting
investments.

5. Development (design) of estimates for investment
(estimate documentation).

6. Coordination and approval of the investment project.

7. Implementation of the investment project.

8. Evaluation of the actual effectiveness of the invest-
ment.

To increase investment in the company’s activities, it is
recommended:

1) participate in business grants (develop a strategy
and a business project to receive non-refundable financial
assistance for construction, construction work), as dur-
ing the war there were many opportunities to attract grant
funds for development.

2) participate in state construction programs, thus
attracting funds from state and local budgets for the con-
struction of real estate.

3) to develop public-private partnerships, in particular, to
participate in the state program «Affordable Loans 5-7-9%»
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Conclusions

The paper provides a general characteristic of the
researched enterprise IC «Stroyinvest», which carries out
its activities with the aim of making a profit as a result of its
activities, the main of which is the construction of residential
and non-residential buildings, the activity of which covers
all stages and processes of construction: from drawing up a
project to carrying out finishing works. During the analysis
of the financial and economic activities of IC Stroyinvest,
it was found that the net profit indicator for 2023, signifi-
cantly exceeds (by UAH 232.0 thousand) the annual figure
0f 2021, during 2021-2023 the company worked profitably
with an increasing trend. During the study period, the total
amount of income received by Stroyinvest Insurance Com-
pany in 2021 is 1455.2 thousand rubles. UAH, in 2022 —
4477.4 thousand UAH. UAH, for 2023 — 3450.1 thousand
UAH. UAH, which is UAH 7.3 thousand. more than the
amount of expenses incurred in 2021, by UAH 343.4 thou-
sand. UAH more than the amount of expenses incurred in
2022 and by UAH 238.1 thousand. UAH. more than the
amount of expenses incurred for 2023.

The analysis of the sources of financing the activi-
ties (investment activities) of IC «Stroyinvesty showed
a decreasing rate of investment during the study period,
namely: the volume of funds provided by non-resident
investors decreased by 24.41%; resident investors — by
8.06%; from other sources — by 40%. The growth can be
observed only in the received bank loans, the volume of
which increased by 66.53%.

Based on the results of the assessment of the efficiency
of management of investment activities of IC «Stroyin-
vesty, an unsatisfactory policy of conducting investment
activities has been identified. The company does not pay
enough attention to attracting investments for the imple-
mentation of its projects, which directly affected the indi-
cator of project financing and the level of profitability of
the enterprise.

Based on the results of the study, ways to improve
investment activity to improve the efficiency of man-
agement of IC «Stroyinvesty» are proposed, in particular:
implementation of the marketing department in the field
of investment activity. It is found that only a comprehen-
sive management strategy will help in the improvement
and development of investment activity, which helps to
achieve an economic effect and a competitive position in
the market.

Thus, the application of the proposed ways to improve
the strategy of management of investment activity at the
enterprise will lead to the achievement of the set goal — the
development and growth of financial, economic, innova-
tive and other indicators of activity of the business entity
and the construction industry as a whole.
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This in-depth analysis embarks on the exploration of transfer pricing within the
banking sector, a crucial component for effective financial management and
strategic planning for both banks and customers. The complex nature and significant
implications of transfer pricing practices necessitate a thorough understanding to
optimize resource allocation and enhance the financial performance of banking
institutions.

Introduction. The problem addressed in this research revolves around the intricacies
of implementing transfer pricing mechanisms in banks, highlighting its critical
role in managing financial resources efficiently. Transfer pricing is not merely a
financial tool but a strategic element that influences the bank’s operational integrity
and market competitiveness.

Purpose. The objective of this study is to dissect various transfer pricing methods
applied within the banking context, evaluate their impact on bank operations,
and delineate potential risks and pragmatic solutions associated with these
methodologies. This examination aims to illuminate the pathways through which
banks can leverage transfer pricing for operational excellence and strategic
advantage.

Methods. Employing a multifaceted research approach, this study combines a
comprehensive literature review with analytical examinations of different transfer
pricing strategies. It further enriches the analysis through case studies, illustrating
real-world applications and outcomes of these strategies in the banking sector.
The methodology is designed to uncover the nuances of transfer pricing and its
multifarious effects on banking operations.

Results. Key findings from the research reveal a spectrum of transfer pricing
methods, including cost-plus, market-based, and cost-based methods, each
harboring unique benefits and suitable for distinct banking scenarios. The
investigation elucidates the pivotal role of transfer pricing in resource distribution,
liquidity management, cost efficiency, and capital utilization. Moreover, the study
unveils potential risks and challenges such as regulatory compliance issues,
interdepartmental conflicts, and inefficiencies that could arise from improper
implementation of transfer pricing mechanisms.

Conclusion. The research underscores the indispensable role of transfer pricing as
an essential tool for strategic management and controlling within banks. It posits
that adept application and management of transfer pricing can substantially bolster
a bank’s financial stability and competitive edge in the market, transparency
of price setting for bank customers. The study advocates for the adoption
of recommended strategies and algorithms to refine financial flows, amplify
operational transparency, and ensure adherence to regulatory standards, thereby
facilitating a more robust and efficient banking operation.

82



Financial Strategies of Innovative Economic Development. Ne 3 (63), 2024

ISSN Print 2786-5150
ISSN Online 2786-5169

OCOBJIHUBOCTI TPAHC®EPTHOT O HIHOYTBOPEHHS B BAHKAX
JJIA NIAINPUEMCTB B YMOBAX CbOI'OJAEHHA

®enenxo /LIL., llycros B.B.
3anopizvkuii HayionanrbHull yHigepcumem

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

Kurouosi cioBa:

KOHTPOJIIHT, TpaHC(epTHe
LIHOYTBOpEHHs1, PiHaHCOBUI
MEHEDKMEHT, OaHKIBChKi
TIPOIYKTH, ONITHUMi3aIlist
pecypciB, peHTa0eIbHICTB,
PU3HK-MEHEKMEHT, (JiHaHCOBA
CTablIbHICTB, (i3n4HI Ta
FOPUINYHI 0COOH, KITIEHTH OaHKY,
IHBECTHUILI{HE KPEIUTYBaHHSI.

VY nmociimkeHHi TTHOOKO aHANI3y€eThCA KOHIEMIIS TPAHC(HEPTHOTO MiHOYTBOPEHHS
o mociayram it (i3UYHUX Ta FOPUIMYHHUX OCIO, IO BIAIrpae KPUTHYHY POJIb Y
(hiHaHCOBOMY MEHEIDKMEHTI Ta CTpaTeridyHoMy IUIaHyBaHHI SK Juisi OaHKIB, Tak i
kitienTiB. OCHOBHA yBara NpHUIUISETHCS BU3HAUYCHHIO Ta METOaM TpaHC()EepTHOTOo
LIHOYTBOPEHHS, 8 TAKOXX aHANI3Y PU3UKIB i MPOOIEM, SKi MOXKYTh BUHHKHYTH i1
Yac HOTro BIPOBAKCHHS Ta BHKOPUCTAHHS. PeTebHO pO3mIsIatoThCs Pi3HI MiIXOIH
10 LIHOYTBOPEHHS, BKIIIOYAIOYHM METOJ BapTOCTi, IO JONAETHCS, PUHKOBHI METOZ,
Ta METOJ BUTpAT, sIKI 3aCTOCOBYIOTHCS ISl PO3PaxyHKY BapTOCTI BHYTPIIIHIX
TPAHCAKII{ MK PI3HUMH MiAPO3AiIaMu OaHKy. JloCimiPkeHHS aKIICHTY€E Ha 3HAYCHHI
TpaHCc(epTHOTO I[IHOYTBOPEHHsS sl 3a0e3redeHHS] e(EeKTHBHOTO PO3IOILTY
pecypciB, MiIBHUINCHHS IIKBIIHOCTI, ONTHMIi3alii BUTpaT Ta IOXOMIB, a TaKOXK
YIIPaBIIiHHS KaITiTAJIOM 1 JTiKBiTHICTIO OaHKY. AHAII3 PH3HKIB BICBITIIOE TOTSHIIIHHI
BUKJIMKH, 30KpeMa PU3UK HEBIAMOBIIHOCTI PEryIATOPHUM BHMOTaM, KOHQIIKTH
IHTEepeCiB MK MiAPO3IiIlaMKi Ta HEJOCTATHIO MOTHUBAIIIIO 10 €()eKTUBHOI pOOOTH,
10 MOXXYTh BIUTHHYTH Ha CTaOUTHHICTH Ta e(heKTHBHICTh OAHKIBCHKOI isUTHHOCTI.
Crpareris aropuT™My BUPIIICHHS BKIIFOYAE BIPOBAIKEHHS ITPO30PHX METOIOJIOTIH,
CHCTEM BHYTPIIIHBOIO KOHTPOJIO Ta AyIHUTy, PO3BUTOK €()EeKTHBHOI B3aeMOii
MDK MIPO3/iIaMH, BIPOBADKCHHS MOTHBALIMHAX IPOTpaM, Ta BUKOPHUCTAHHS
IT-pimenp ams aBroMaruzanii mporeciB. Takuil MiAXiZ JO3BOJUTH HE TUIBKH
MIHIMI3yBaTH PU3KMKH, ajie i 3HAYHO IMiJBUIUTH PEHTA0ENBHICTh Ta €EKTUBHICTH
0aHKIBCBKMX TPOAYKTIB 1 Mmociyr. Y MiCYMKy, JIOCHIJKEHHS ITiIKPECIIoE
BKJIMBICTH TPaHC(EPTHOTO WIHOYTBOPEHHS SK IHCTPYMEHTY ISl JOCSATHEHHS
BHCOKOi €()eKTHBHOCTI YIIpaBIiHHSA OaHKOM, 3a0e3medeHHs Horo (hiHaHCOBOL
CTIMKOCTI Ta KOHKYpPEHTOCHPOMO)KHOCTI Ha PHHKY, IPO30POCTi BCTAHOBICHHS
IiHU 77151 KITiEeHTiB O6aHKy. Peamizariisi pekOMEHIOBAHUX CTpAaTETiii Ta aJrOpUTMIB
JIO3BOJIUTH OMNTHUMI3yBaTu (hIHAHCOBI NOTOKM B OaHKY, MIJBHUIUTH IPO30PICTh
oreparliif Ta 3a0e3MeYnTH BiAMOBIIHICTD AiSUTBHOCTI PETYJISITOPHUM CTaH/IapTaM.

Statement of the problem

In the context of the dynamic world economy and its
impact on national financial systems, the importance of
effective management of bank resources becomes more
and more obvious. In particular, controlling in the banking
sector acquires strategic importance, acting as a key ele-
ment in ensuring financial stability and contributing to the
development of competitiveness. This becomes especially
relevant in light of unpredictable economic challenges and
the need to adapt to changing market conditions.

The focus of the study

The focus of the study is transfer pricing in banks —
a methodology that allows optimizing internal financial
flows and improving capital allocation within the banking
institution. The implementation of this concept contributes
to the creation of a more transparent and effective internal
pricing mechanism, which is critically important for risk
management, increasing profitability and optimizing the
bank’s financial structure.

On the other hand, individuals and legal entities — cli-
ents of banks — want to understand and have a justification
for the established price for banking services, especially
regarding long-term investment lending.

The purpose of this work

The purpose of this work is a detailed analysis of trans-
fer pricing as a controlling tool in banks, with an empha-
sis on its impact on the general management strategy and
operational activities of the bank. Special attention needs
to be paid to the study of transfer pricing methods, their
practical application in the banking sector and the impact
on the effectiveness of bank management. It is also impor-
tant to consider the challenges and prospects facing banks
in the implementation and optimization of transfer pricing
systems, including the analysis of regulatory requirements
and the impact of global economic trends, and to determine
strategic recommendations for improving the controlling
mechanisms in banks using transfer pricing.

Analysis of recent research and publications

Analyzing the latest research and publications, it is
possible to reveal a significant interest in the problems
of transfer pricing in Ukraine, as well as its international
legal doctrine and practice. Research by Andrus O. and
Cherevko O.1. significantly advanced the understanding of
transfer pricing mechanisms by defining its role in finan-
cial management and controlling in banks [1, 8]. Research
by Bazov V.P. and Bilyka Yu.L. highlight achievements in
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the field of harmonization of Ukrainian legislation with
international standards, but emphasize the need for fur-
ther improvement of the legislative framework to ensure
more effective tax control [2, 3]. Significant progress has
also been made in determining the impact of transfer pric-
ing on the effectiveness of bank resource management,
which is highlighted in the works of Yu.L. Bilyk and
Savchenko T.G. [3, 6], Bodnaryuk V.A. focuses attention
on the current state and prospects for the modernization
of transfer pricing in Ukraine, highlighting its role in the
modernization of the country’s financial and economic
system [4]. Serzhanov V.V. and Molenda A.R. analyze in
detail the reasons for the use of transfer pricing by enter-
prises, which allows a better understanding of the logic
of choosing this cost management strategy [5]. Yankovska
V.A. emphasizes the importance of internal audit organi-
zation in banks, which is key to ensuring effective finan-
cial control and risk management, including in the context
of transfer pricing [7].

Unsolved problems are concentrated mainly in the field
of transfer pricing adaptation to the specifics of banking
and risk management. This includes the development of
effective transfer pricing management strategies to mini-
mize risks and optimize the bank’s financial results.

Research methods

To achieve the goal of the research and solve the set
problems, a set of theoretical methods was applied, includ-
ing the analytical method, synthesis, comparative analysis,
historical method, deductive method, analysis of various
literary sources, including monographs, scientific articles,
theses of conferences, regulatory and legal acts, and as
well as electronic resource material

Presenting main material

Transfer pricing in banking is a key element of finan-
cial management, which involves the development and
application of internal prices for transactions between dif-
ferent divisions of the bank. This process allows you to
optimize the allocation of financial resources, increase the

Table 1 — Methods of transfer pricing in banks
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transparency of costs and revenues, and ensure effective
management of capital and liquidity. The objectives of
transfer pricing in banks include:

— Increasing the efficiency of the internal distribution
of resources through the creation of a motivational system
for units based on the principles of market competition.

— Optimization of liquidity and capital management
by setting prices that reflect the real value of resources and
risks.

— Increasing the transparency of financial reporting by
clearly displaying the income and expenses of divisions,
which contributes to an adequate assessment of their effi-
ciency.

Transfer pricing methods used in banks vary depending
on the management structure, specifics of the bank’s activ-
ities and strategic goals (Table 1).

Examples of the application of transfer pricing in bank-
ing practice include:

— Pricing of internal loans and deposits between retail
and corporate banking, where transfer prices help to opti-
mize the use of capital and increase liquidity (Fig. 1).

— Setting prices for operational services (for example,
payments and settlements, treasury operations) provided
by some units to others, contributing to the effective distri-
bution of costs and revenues (Fig. 2).

— Pricing of asset management products, where transfer
prices are used to reimburse portfolio management costs
and motivate effective asset management (Fig. 3).

Analysis of risks and problems related to transfer pric-
ing in banks showed that:

1) there is a risk that transfer prices do not correspond
to real market conditions, which can lead to inefficient
allocation of resources and a decrease in the competitive-
ness of banking products;

2) the complexity and subjectivity of the transfer pric-
ing process can cause internal conflicts between the bank’s
divisions, especially if they perceive pricing as unfair or
biased.

3) there is a risk of regulatory inconsistency, since
incorrectly set transfer prices can be interpreted as

Method

Description

Value Added Method

provides for the establishment of transfer prices based on production costs plus a certain percentage of
profit, is based on the principle of internal cost recovery plus a guarantee of obtaining a profit margin for
the implementing unit. Cost may include direct fundraising costs, administrative costs associated with
providing the service, and other operating costs. The added profit percentage is determined based on the
bank's internal regulations. The method is effective for internal planning and control, requires accurate
costing and a reasonable approach to establishing the level of profitability.

Market method

Transfer prices are set at the level of prices prevailing on foreign markets for similar products or services.
The method allows to ensure transparency and objectivity in the assessment of internal transactions,
facilitates adaptation to changes in the market environment. Requires constant monitoring of market
prices and adjustment of transfer prices. In the case of unique banking products or specific services that
do not have a clear market counterpart, the method can be complicated, so banks can adjust market prices
taking into account the uniqueness of their products.

Cost method

involves setting transfer prices at the level of the sum of direct costs associated with the provision of
services or the sale of products between internal divisions. Direct costs include the cost of raising funds,
labor costs, costs of materials and other resources. The method is based on objectively measured costs,
which ensures its transparency and ease of understanding, as well as internal fairness in pricing. However,
the method does not take into account indirect costs and may lead to an underestimation of the real cost of
internal services, which affects financial results.
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Analysis of the current state of liquidity and capital in both segments - retail and corporate.
Determination of the needs of each segment in financial resources.

Assessment of market conditions to determine the basic cost of attracting or placing funds,
taking into account current rates for loans and deposits.

Determining the direct costs associated with providing loans and raising deposits, including

funding costs, risks, and operational costs.

Calculation of transfer prices, based on the analysis of market conditions and determined
direct costs, with the addition of a percentage that would ensure compensation of costs and
bring additional margin.

Implementation of transfer prices in operational activities, with further monitoring of the
impact of these prices on the financial indicators of retail and corporate banking.

Figure 1 — Pricing algorithm for credit and deposit services of the bank

A detailed analysis of the costs associated with providing
each type of operational service, including direct and

indirect costs.

2. Determining the market value of services, analyzing
external providers and comparing their tariffs with internal

costs for providing similar services.

3. Calculation of transfer prices reflecting the full cost of

providing the service, taking into account internal costs and the
necessary margin to cover indirect costs and profit.

4. Implementation of transfer prices within the bank, ensuring
transparency and understanding of the cost of services between

divisions.

5. Monitoring and analysis of the effectiveness of the application &
transfer prices to adjust the pricing policy and improve the internal

allocation of resources.

Figure 2 — Algorithm for pricing operational services of the bank

manipulations with the aim of minimizing tax liabilities or
hiding the real financial position of the bank.

To minimize the mentioned risks and problems, it is
necessary to ensure the transparency and objectivity of the
transfer pricing process, to regularly analyze its compli-
ance with market conditions and regulatory requirements,
as well as to implement internal control and audit mech-
anisms. In addition, effective interaction and communi-
cation between the bank’s divisions is key to reaching a

consensus on transfer pricing methodology and resolving
potential conflicts (Fig. 4).

Regarding the impact of transfer pricing on the prof-
itability of banking products and services, correctly set
transfer prices can significantly increase the efficiency of
asset and liability management, optimize costs and reve-
nues of divisions, and also ensure more accurate pricing
of banking products and services. This, in turn, helps to
increase the profitability margin and overall profitability of
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Estimation of portfolio management costs. At this stage, all costs associated with asset
management are analyzed, including portfolio manager salaries, research and analysis
costs, operating costs, and direct costs associated with buying and selling assets.

2. Determining the base reimbursement rate. A base rate is set to cover the direct and
operational costs of managing the portfolio. This rate can be fixed or variable
depending on the volume of asset management.

3. Determination of the incentive part of the compensation. To motivate effective asset
management, an additional incentive part of compensation is established, which can

be based on the achievement of certain performance indicators, such as exceeding the
basic income of the portfolio above a certain index or reaching a certain level of
return.

4. Calculation of the total transfer price. Based on the determined costs and rates, the
total transfer price for asset management products is calculated, which includes the
base reimbursement rate and the incentive part.

5. Monitoring and adjustment. Regular monitoring of the efficiency of asset
management and the compliance of established transfer prices is carried out with the
aim of making adjustments in case of changes in market conditions or internal

portfolio mana

ement costs.

Figure 3 — Pricing algorithm for asset management products

the bank. However, if the transfer pricing process does not
take into account all costs or does not reflect the true value
of resources, this can lead to an underestimation of the
profitability of certain products or services, as well as dis-
tortions in financial reporting and management decisions.

Conclusions

Analysis of the risks and issues associated with trans-
fer pricing revealed potential challenges for the banking
sector, including risks of non-compliance with regulatory
requirements, conflicts of interest between divisions, and
challenges in motivation and efficiency of asset manage-
ment. The strategy for solving identified risks and prob-
lems, based on transparency, an adequate algorithm for
setting and adjusting transfer prices, the implementa-
tion of internal control and audit systems, as well as the

86

development of communication and motivation of inter-
nal divisions, opens the way to increasing the efficiency of
financial management and optimizing the profitability of
banking products and services.

The conclusions of the study emphasize the importance
of transfer pricing as a tool of strategic management and
controlling in banks. The correct application of transfer
pricing can not only contribute to increasing the efficiency
of internal financial management, but also ensure greater
adaptability of the bank to external challenges, strength-
ening its financial stability and competitiveness in the
market. Thus, transfer pricing in banks acts not only as an
element of financial strategy, but also as an important tool
for ensuring transparency, effective risk management and
optimizing profitability, which requires constant analysis,
adjustment and improvement.
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Creating a - Development of clear rules and procedures that take into account
[ehieeiories o both internal costs and market conditions.
pricing - Application of mixed pricing methods for different types of
methodology: products and services.

2 bllcnizniois s - Periodic review and audit of transfer prices for compliance with
of the internal market conditions and internal costs.
o it B o Monitoring of regulatory changes and adaptation of pricing
system: procedures in accordance with new requirements.

S blauaunionsas A - Organization of regular meetings to discuss pricing
communication and methodology, distribution of costs and revenues.
LULIEI e . Establishing a mechanism for resolving conflicts and
between units: disagreements between units.

- Incorporating incentives for divisions based on achieving
Vet performance and profitability goals.

work effectively: + Taking into account the results of the divisions' activities when
distributing profits and determining bonuses.

5. Application of IT - Use of specialized software for calculation of transfer
solutions to automate the prices, monitoring of deviations and performance
process of transfer pricing: analysis.

- Organization of trainings and seminars for improving
the qualifications of employees in the field of transfer
pricing and risk management.

6. Continuous training and
development of personnel:

Figure 4 — Stages of the pricing process
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The continuous development of mortgage lending, or lending against collateral of
real estate, is a pressing issue today. In Ukraine, the issue of mortgage lending is
becoming particularly relevant, especially in modern conditions, considering the
powerful migration processes caused by the invasion of the Russian Federation
into Ukraine, since it is now that the foundation of this system is being laid.

The article examines the current state of the mortgage market in Ukraine, its
features and development prospects. The authors describe the main characteristics
of mortgage credit, analyze the conditions of mortgage programs of leading banks
and the dynamics of mortgage lending in 2022-2024.

Particular attention is paid to the state program «eOcens», which makes mortgages
more accessible to a wide range of Ukrainians. The authors describe the advantages
of the program, the conditions of participation and the process of opopmienus
IMOTEYHOTO KPEIUTY.

The article emphasizes the importance of state regulation and support of mortgage
lending, especially considering the consequences of the full-scale invasion. The
authors propose a number of measures aimed at stimulating the development of
the mortgage market and protecting the rights of borrowers and lenders.

The research will be useful for specialists in the field of finance, civil servants, as
well as for citizens who are interested in mortgage lending.

INNOTEYHE KPEAUTYBAHHSA B CYUACHUX PEAJIIAX:
HIJISAX IO JOCTYIMHOTO )KUTJIA B YKPATHI

®Duaps 0.B., Topaon F0.C., Kymnip C.O.

3anopizbkuii HAYIOHANILHUL YHIgepcumem

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

Kuro4ogi cnoBa:

HEpPYXOMICTb, OylIBHULITBO,
inoTeka, kpeautyBaHHs, €Ocers,
YKpOIHKUTIO, TPAaHTOBA
mporpama, cy0’€KT OIiHOYHO1
IISUTBHOCTI

besnepepBHMi PO3BUTOK IIOTEYHOTO KPEAWTYBaHHS, ab0 KPEAUTYBaHHS IIij
3acTaBy HEPYXOMOCTI, € aKTyalbHOK TNpoOieMor choroieHHs. B VYkpaini
MHUTaHHS iNOTEYHOTO KpeIUTyBaHHs HaOyBae 0COOIMBOI aKTya bHOCTI, 0COOIHNBO
B CY4acHUX YMOBaX, 3Ba)Kal0OUH Ha MOTYXKHI MITpaiifHi IpoIecH, CIIpOBOKOBaHI
BTOPTHEHHSIM POCIHCHKOI (pemepamii B YKpaiHy, ajpke came 3apa3 3aKiIalaeTbes
(yHIaMEHT Li€] CUCTEMH.

CrarTs JOCHiPKY€e CydyacHU CTaH iMOTEYHOTO PUHKY B YKpaiHi, HOro 0CoOIMBOCTI
Ta NEpPCIEKTHBU PO3BUTKY. ABTOpH OIMCYIOTh OCHOBHI XapaKTEPUCTUKU
IMOTEYHOTO KPEIUTY, aHANII3yIOTh YMOBH IIIOTEUHHX IIPOTpaM MPOBiIHUX OaHKIB
Ta IWHAMIKY iMOTeYHOTo KpeauTyBaHHs B 2022-2024 pokax.

OcobnuBa yBary mpuIiieHO AepkaBHil nmporpami «eOcemns», sika pOOUTh iMOTeKy
JOCTYIHINIOK JJIsl IIUPOKOrO KoJIa YKpaiHIiB. ABTOPHM OIMKCYIOTh IepeBaru
NporpamMH, YMOBH y4acTi Ta npouec oGpopMIIeHHS IMOTEYHOTO KPEAUTY.

CrarTs NiAKPECIIOE BaKJIMBICTH JIEPKABHOTO PETYIIOBAaHHS Ta MIATPUMKH
IMOTEYHOTO KPEUTYBaHHSI, 0COOIMBO 3Ba)KAI0YH Ha HACIIIKA TOBHOMACIITaOHOTO
BTOPTHEHHS. ABTOPH NPOTIOHYIOTh PS 3aXO0AIB, CIIPSIMOBAHUX HA CTUMYIIOBAHHS
PO3BHTKY IIMIOTEYHOTO PUHKY Ta 3aXKCT MPAB IMO3UYAIBHUKIB Ta KPEIUTOPIB.
Hocnimkenns: Oyne kopucHUM Juisi (axiBuiB y ramy3i (iHaHCIB, IepKaBHHX
C1yOOBIIIB, @ TAKOXK JUISI TPOMAJISH, SIK1 IIIKABJIATHCS IMOTEUHUM KPEUTYBAaHHSIM.
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Statement of the problem

The continuous development of mortgage lending, or
lending against collateral of real estate, is a pressing issue
today. On the one hand, mortgage is considered an effective
tool for solving the housing problem in the country. On the
other hand, the full-scale invasion of Ukraine has exacer-
bated the situation and put the mortgage lending market,
which was rapidly gaining momentum until 2022, on hold.
The experience of other countries suggests, on the contrary,
that the mortgage mechanism will contribute to the acceler-
ation of economic reforms, namely, it will allow to increase
the investment orientation of the national financial market.
It will also make it possible to expand the stock market by
issuing mortgage securities. Mortgage credit also increases
the investment potential of the national economy, and this
is its main economic function. It is thanks to mortgages that
it is possible to significantly increase the investment orien-
tation of the national financial market.

Modern economic reality challenges Ukrainian fami-
lies: high risks as a result of the war and high housing costs
that significantly exceed the level of current incomes and
savings, especially considering the circumstances of the
forced displacement of a part of the country’s population.
These realities hinder the development of the real estate
market and generally negatively affect the well-being of
the population. Mortgage lending can become the key
to solving this problem, as it allows you to purchase the
desired housing, spreading payments over a long period.

From the point of view of the laws of development of
the world economy, mortgage lending is an integral part of
the market economy. It is not just a financial instrument,
but also a driver of economic growth, stimulating construc-
tion, creating jobs and improving the living standards of
the population.

Analysis of recent studies

In Ukraine, the issue of mortgage lending is becoming
particularly relevant, since it is now that the foundation
of this system is being laid. Focusing on the formation of
key elements that will ensure the effective functioning and
development of mortgages is a critically important task.

Among foreign scientists who have studied the issue
of mortgage lending, the most famous are G. Ashauer,
D. Johnson, J. Sherman, M. Schneiderman, J. Schumpeter,
G. McLeod, A. Smith, R. Strike, J. Friedman, R. Brealey,
J. Kokko. The problems of mortgage lending in Ukraine
are actively studied by Ukrainian scientists. Among them
are K. Palyvoda, V. Lagutin, O. Lyubun, O. Savich, I. Lyu-
tyi, B. Gnatkivskyi, M. Bodretskyy O. Yevtukh, P. Hay-
dutskyi, O. Ryabchenko and others. Their works make a
significant contribution to the understanding of the essence
and mechanisms of functioning of the mortgage market, as
well as to the definition of ways of its development.

Presentation of the main material of the research

The consequences of the Russian-Ukrainian war have
indeed affected all spheres of the economy. The mortgage
lending market has suffered significant losses. The demand
for real estate has plummeted, and most government mort-
gage support programs have been suspended.

ISSN Print 2786-5150
ISSN Online 2786-5169

According to the Law of Ukraine «On Mortgage»,
mortgage is a type of security for the fulfillment of an obli-
gation with real estate (an undivided object of unfinished
construction, a future object of real estate), which remains
in the possession and use of the mortgagee, according to
which the mortgagor has the right in case of non-fulfill-
ment by the debtor of the secured mortgage obligation to
satisfy its claims at the expense of the subject of the mort-
gage before other creditors of such debtor in the manner
prescribed by this Law [1].

Features of mortgage credit are:

— Long-term nature;

— A specific defined goal;

— It is divided into housing and income. Housing
mortgage credit is intended to improve the level of living
and living conditions. Another case when a loan is granted
for the reconstruction of housing for sale or further rent —
income credit.

Since 2021, in Ukraine, according to the Cabinet of
Ministers Resolution No. 451 of 28.04.2021 «Procedure
for the use of funds provided for in the state budget under
the program «Providing preferential mortgage loans to
internally displaced persons», which regulates the issues
of granting preferential mortgage loans to internally dis-
placed persons at the expense of grant funds of one of the
German state banks provided by the Reconstruction Credit
Institution (KfW) [2].

With the start of the full-scale invasion in February
2022, the aforementioned mortgage lending program for
IDPs was suspended, but after some stabilization of the sit-
uation, from August 2022 its implementation was resumed
in accordance with the Cabinet of Ministers Resolution
No. 856 of 02.08.2022 «Some issues of ensuring afforda-
ble mortgage lending to citizens of Ukraine by the Public
Joint Stock Company «Ukrainian Financial Housing Com-
pany», which approved the terms of ensuring affordable
mortgage lending to citizens of Ukraine by PJSC «Ukrfin-
zhytlo» [3].

Due to the limited grant resource since the beginning
of the program, as of 01.01.2023, there have been 14 selec-
tions of winners to receive mortgage loans, 572 prefer-
ential mortgage loans were provided to IDP families for
the purchase of housing for a total amount of 766 million
hryvnias, of which 59% (336 loans) were issued in 2022).

During 2022-2023, there were: increased the maximum
term for which a loan can be granted (from 20 to 30 years);
the requirements for lending objects have been clarified. At
the time of the introduction of this program, the Procedure
required that the lending object be put into operation no
more than 35 years ago (now — 50 years ago) or recon-
structed no more than 25 years ago (now — 35 years ago);
the normative housing area indicators provided for by the
Procedure, which are used to calculate the loan amount,
have been increased. If earlier it was 21 sq. m of the total
living area per person and an additional 10.5 sq. m per
family, then today the corresponding indicators provide for
52.5 sq. m per family of one person (single person) or a
family of two persons and an additional 21 sq. m for each
subsequent family member.
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Although the loan holidays at the beginning of the
war reduced the pressure on borrowers, even 2023 was
marked by rapid changes in the dynamics of mortgage
lending. According to the NBU, in February 2023, 126
mortgage loans were issued for a total of UAH 169.8
million, which is significantly less than in the previous
year [4;6].

In the second half of 2023, the mortgage market
finally felt positive changes, fueled by a decrease in the
NBU’s discount rate and the activation of government
support programs, including «eOcemns». This demon-
strates the growth of the volume of mortgage loans in
bank portfolios to UAH 25.5 billion at the end of the
third quarter of 2023.

A particularly noticeable increase was recorded in
October-November, when the share of housing purchased
with borrowed funds reached 5.8%. According to statistics,
PJSC Oschadbank in 2023 issued over 2,600 «eOcemsi»
loans for UAH 3.6 billion, which is significantly more than
in 2021. The bank’s share in the mortgage lending market
reached 43%, that is, almost every second such loan was
issued by PJSC Oschadbank [5;6].

Experience of developed countries shows that mort-
gage loans are an important part of the bank’s loan portfo-
lio, especially in the USA and EU countries, where a sig-
nificant part of loans is issued against the security of real
estate. Mortgage lending conditions in these countries are
more stringent, but interest rates are relatively lower. This
ensures the affordability of housing and contributes to the
development of the housing sector.

Moreover, mortgage lending abroad is considered as a
means of investment. Mortgage lending played a signifi-
cant role in the reconstruction of Europe after World War
II. Governments used mortgages not only to solve housing
problems, but also to stabilize the banking sector and the
construction industry.

For example, in Germany, mortgage lending is carried
out through Bausparkassen — savings and loan associations,
which differ from traditional banks. These institutions offer
nominal interest rates of around 6% per annum, but charge
an administration fee.

In the USA, the mortgage sector is one of the key com-
ponents of the financial system. The federal government
has created several programs and organizations to support
mortgage lending, including Fannie Mae, Freddie Mac,
and Ginnie Mae.

In the UK, the mortgage market has developed under
the influence of building societies. There, all efforts are
aimed at increasing market stability and protecting bor-
rowers, including through the introduction of an mortgage
stress test [4].

Therefore, different countries, different mortgage sys-
tems, different availability and cost of loans, different
level of protection of rights and investors, and a common
feature is strong state support, since the development of
mortgage lending requires a balanced approach that takes
into account the needs of borrowers, investors and general
economic goals.

Thus, it is mortgage lending that is a priority tool for
the economic development of our state, because:
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a) large part of the population, due to forced displace-
ment from the front-line and occupied territories, needs
housing, especially in large cities and towns;

b) the banks have shown their ability to adapt and sup-
port the economy even in the face of external challenges,
the growth of mortgage lending in 2023 demonstrates the
population’s continued interest in investing in real estate.

Therefore, state regulation and support of this sphere,
especially considering the consequences of the full-scale
invasion, should be further improved. In particular, through
control over developers, identifying unscrupulous developers
and real estate sellers, developing the infrastructure for valua-
tion and registration of real estate, providing preferential loans
to certain categories of buyers, regulating interest rates, etc.

According to the NBU, in 2024, changes are expected
in «eOcenst», aimed at increasing the flexibility and attrac-
tiveness of mortgage programs. This gives hope for the
development of the primary real estate market. In addition,
it is planned to improve the legislative framework in the
field of mortgage lending, which will protect the rights of
borrowers and lenders [5].

To obtain a preliminary decision on a mortgage, the cli-
ent must provide the following package of documents to
the bank branch:

Real estate appraisal is also one of the key factors in the
bank’s decision to grant a loan: Upon submitting the docu-
ments, the bank employee must inform the borrower about
the mandatory requirement to have the property appraised
by a certified appraiser from a list provided by the bank.

The bank makes a decision on the possibility of granting
a loan within two working days from the date of submitting
the documents and receiving the property appraisal. It is
also worth noting the need to open current accounts in the
bank for the seller of the property and the borrower, which
will be used to receive the loan and make subsequent pay-
ments on the loan.

Since October 2022, the state has implemented the
«eOcemsa» program, which is being implemented by the
Ministry of Economy together with the Ministry of Dig-
ital Affairs and PJSC «Ukrfinzhytlo» through designated
banks of Ukraine. Let’s analyze the main lending condi-
tions for individuals (Table 2).

In addition to the mentioned banks, the current partners
of the «eOcens» program include Globe Bank PJSC, Sky
Bank PJSC, and Sense Bank PJSC.

According to the data of the Ministry of Economy of
Ukraine, as of May 2024, a total of 9,757 Ukrainians have
taken out loans to purchase housing under the «eOcemns»
program since its launch, for a total amount of over UAH
15 billion. Every fifth loan was obtained under the terms
of mass mortgages — at 7%, 60% of mortgage loans were
taken by military personnel and law enforcement officers,
11% by teachers and scientists, and 9% by medical work-
ers. It is also worth noting that representatives of these pro-
fessions can take out a loan to purchase an apartment or
private house at 3%. Other Ukrainians who do not have
housing or need to improve their living conditions can get a
loan under the program at 7%. 81 loans were issued for the
purchase of houses. Most often, loans were taken for the
purchase of housing on the secondary market (150 loans)
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Table 1 — Minimum List of Documents Required from an Individual to a Bank for Credit Committee Decision-Making
and Loan Agreement Signing

To obtain a preliminary To sign mortgage and real estate
mortgage decision, the client purchase agreements, the buyer
provides provides

1. Passport of a citizen of Ukraine: Valid passport for identification purposes.
2. For ID-passports:
« Extract from the Unified State Demographic Register: An official document containing information about an individual's
registration in the Ukrainian population registry.
» Certificate of registration regarding the place of residence: A document confirming an individual's registration address in
Ukraine.
* Certificate of Internal Displacement (for Crimean residents): A document issued to individuals displaced from the Autonomous
Republic of Crimea due to the ongoing conflict.
3. Individual Taxpayer Identification Number (TIN): A unique identifier assigned to each taxpayer in Ukraine.
4. Marriage certificate and/or birth certificates of children (for married clients with children under 18): Official documents
confirming marital status and the presence of minor children.
5. Copies of the technical passport and title deed for the property: Documents providing detailed information about the property
under consideration for mortgage financing.
6. Guarantor's documents: Documentation provided by the guarantor(s) to support their financial capacity and ability to assume
the mortgage obligation in case of the borrower's default.
7. Income verification documents:
» Income certificate from the place of employment for employed individuals (for the last 6 months): An official document from
the employer detailing the employee's income and salary history.
* Income declaration for private entrepreneurs (FOPs): A tax declaration filed by private entrepreneurs reporting their taxable
income.
8. For military personnel:
* Military ID: A document confirming military service and identity for individuals in the armed forces.
* Certificate from the military commissariat (Form 5): A document issued by the military commissariat providing information
about the individual's military service status and financial obligations.
For seafarers:
* Seaman's passport: An official document issued to seafarers for international travel and identification purposes.
* Contracts for the last calendar year, future contract, and their translations: Copies of employment contracts for the previous
year and the upcoming year, along with official translations.
« Statement of account movement confirming contract income for the last 12 months: A bank statement detailing income
received from employment contracts within the past year.

To sign mortgage and real estate purchase agreements,
the seller provides

10. Title deed for the property: A legal document
establishing ownership of the property under consideration
for mortgage financing.

11.Technical passport for the property: A detailed
document containing technical specifications and
information about the property's structure, measurements,
and condition.

12. Extract from the State Register of Real Property
Rights on Real Estate regarding the registration
of ownership: An official document confirming the
registration of ownership rights for the property.

13. Certificate of registration of children (if there
are children under 18): A document confirming the
registration of minor children and their place of residence.
14. Presence of the spouse during the signing of the
agreement with a passport and TIN (for married
clients): In addition to the marriage certificate, the spouse
must be present during the signing of the mortgage
agreement and provide their passport and TIN.

15. Spouse's consent to the sale of the property (if
purchased during the marriage): A notarized document
expressing the spouse's consent to the sale of the property
acquired during the marriage.

16. Document on registered persons at the address
of the residential real estate that is the subject of the
mortgage: A document listing all individuals registered at
the address of the property being mortgaged.

17. Statement of absence of arrears in utility bills: A
document from the utility company confirming that there
are no outstanding utility bills for the property being
mortgaged.

*Compiled by the authors based on sources [7;8].
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Table 2 — Analysis of current basic bank mortgage lending offers

Ne | Ha3pa O6anky | Bujg kpeauty Cyma % cTaBKH CTPOKH Oco011Bi ymoBH
0JSC €Ocens State Loan amount: Interest rate: 3% with Loan term: https://www.
1 Oschadbank | Program UAH 100,000 — | compensation, 7% without | 24-240 months oschadbank.ua/credit/
UAH 6 million | compensation eoselia
0JsC Discounted Loan amount: Interest rate: 3% with Loan term: https://privatbank.ua/
2 PrivatBank Mortgage for UAH 100,000 — | compensation, 7% without | 24-240 months kredity/e-oselya
Apartments at UAH 5 million | compensation
3%, 7% eOcens
0JSC €Ocens State Loan amount: Interest rate: 3% with Loan term: 1 year | https://www.ukrgasbank.
3 Ukrgasbank | Program UAH 100,000 — | compensation, 7% without | (12 months) com/private/credits/e
UAH 5 million | compensation to 20 years oselya/
(240 months)
0JSC eOcerns State Loan amount: Interest rate: Loan term: https://www.eximb.com/
Ukrexim-bank | Program UAH 100,000 — | 3% for citizens in categories | 1 year ua/business/pryvatnym-
UAH 5 million |1-4 (12 months) klientam/pryvatnym-
4 7% for citizens in categories |to 20 years klientam-kredituvannya/
5-7, those who lose their (240 months) eoselya.html
status in a specific category,
or in the absence of interest
compensation funding
OJSC Credit | eOcens State Loan amount: Interest rate: 3% with Loan term: Up https://creditdnepr.com.
5 Dnipro Bank | Program UAH 100,000 — | compensation, 7% without | to 240 months ua/ipoteka/eoselia
UAH 6 million | compensation (inclusive)

* Compiled by the authors based on sources [8-13].

and from the developer (27). 21 Ukrainians also took out
a loan to buy an apartment in a house under construction.

In four months of 2024, about 4,000 Ukrainian families
took out loans to purchase housing for UAH 6.7 billion,
most of them bought apartments, 161 families — private
houses. About 30% of loans were issued under the program
for the purchase of finished housing from a developer or
under construction [14].

In the first week of May 2024 alone, Ukrainians
received 264 loans under the «eOcemns» program for UAH
467 million (Fig. 1).

Analysis of real estate sales contracts showed that
Ukrainians, due to a number of reasons, continue to prefer
buying housing on the secondary market — 69% of con-
cluded transactions (Fig. 2).
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The study of the most popular regions in terms of mort-
gage registration for housing purchases continues to be led
by Kyiv and Kyiv Oblast, and in 2024, Lviv Oblast lost
second place to Rivne Oblast (Fig. 3).

In the wake of the ongoing conflict in Ukraine, the issue
of affordable housing has become increasingly critical. The
«eOcemst» program, launched in October 2022, aims to
address this challenge by providing subsidized mortgage
rates to a wider range of Ukrainian citizens.

The «eOcens» program offers several significant bene-
fits to potential homeowners:

— Reduced Interest Rates: Borrowers can secure
loans under the program at interest rates ranging from 3
to 7 percent per annum, significantly lower than prevailing
market rates. This makes homeownership more attainable

= Joans at 7%

= Joans at 3%

Fig. 1 — Number of loans by borrower category and interest rates, 2024 [based on source 14]
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The number of completed agreements in
Ukraine

Completed agreements in the city of Kyiv and
the region, %

= [oans on the secondary market

= [oans on the primary market

= apartments on the secondary market

= apartments from the developer

apartments under construction

Fig. 2 — Number of transactions concluded on the primary and secondary real estate markets in Ukraine,
Kyiv and Kyiv Oblast, 2024 [based on source 14]
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Fig. 3 — Number of transactions concluded, units, %, 2024 [based on source 14]

for many families who might otherwise struggle to afford
commercial mortgage products.

— Affordable Homeownership: Purchasing a home
through the «eOcemsp» program can be more cost-effective
than renting. For instance, in Zaporizhzhia, a city that has
welcomed a large number of internally displaced persons
(IDPs), the monthly mortgage payment for a one-bedroom
apartment in a new development can range from 6,500 to
9,600 hryvnia. This compares favorably to rental rates for
similar apartments, which typically fall between 11,000
and 15,000 hryvnia per month. Additionally, homeowners
have the freedom to personalize their living spaces without
the restrictions associated with renting.

— Simplified Application Process: The «eOcens»
program offers a convenient and straightforward appli-
cation process. Potential participants can check their
eligibility online through the «Diia» portal. Submitting
an application allows individuals to receive a prelimi-
nary decision, streamlining the process and saving val-
uable time.

Since its inception in October 2022, the «eOcens» pro-
gram has emerged as a crucial tool for accessing mortgage
loans. While mortgage financing remains largely inacces-
sible for most Ukrainians due to the ongoing conflict, the
program has provided a viable option for eligible catego-
ries of borrowers.

Expanding the eligibility criteria for the «eOcens» pro-
gram can further stimulate the development of the mort-
gage market. Increased competition among banks is likely
to lead to more relaxed borrower requirements and more
favorable lending terms.

In light of the current challenges, efforts are underway
to secure additional funding to support the continued oper-
ation and expansion of the mortgage market.

Conclusions

Mortgage lending holds immense potential to empower
Ukrainian citizens to achieve affordable homeowner-
ship and enhance their quality of life. Through the com-
bined efforts of government agencies, researchers, banks,
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businesses, and the general public, Ukraine can establish
an effective and dynamic mortgage lending system that
aligns with global standards.

A robust and transparent legal framework that safe-
guards the rights of both borrowers and lenders is paramount
to ensuring the efficient functioning of the mortgage market.

A genuine revitalization of mortgage lending is
anticipated only after Ukraine emerges victorious from
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the ongoing conflict. This revitalization can serve as a
catalyst for positive economic transformations, stimu-
lating not only residential construction but also ancil-
lary sectors such as home renovation, interior design,
and furniture manufacturing. Affordable housing is not
merely a matter of comfort and convenience; it is also
a critical factor in fostering social stability and societal
progress.
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The article examines the impact of the implementation and adaptation of advanced
information technologies by personnel for the development of intellectual capital
(IC) of enterprises. The author describes the importance of information technology
skills in the arsenal of a modern person for successful employment and professional
career development, provides statistical data on the development of the IT sector
over 5 years, which indicate dynamic growth and significant investments in this
area. The writer of the article defines the essence and components of IC that
ensure competitive advantages in the market, analyzes the effects of information
technology implementation on the efficiency of production processes, highlighting
both positive and negative aspects. He presents the results of previous studies that
allowed forming the most accurate definition of intellectual capital, which is based
on human, structural and consumer capital, demonstrates the results of MIT and
IBM research, which argue that human data analysis is necessary to increase net
operating income at the enterprise. The author lists the most effective options for the
development of IC through the implementation of trainings to enhance proficiency,
improve production processes and increase the share of intellectual activity. Based
on the popular methods for assessing intellectual capital, the writer proposes his
own approach of measuring this indicator, which includes personal expertise and
innovative health of the enterprise. In conclusion, the writer emphasizes the close
connection between the development of these indicators based on the proposed
methods of increasing IC. The article repeatedly states that it is difficult to define
a single portfolio of indicators for assessing intellectual capital through the
adoption of information technologies. The author emphasizes the formation of a
comprehensive indicator and conducting an experiment to confirm the hypothesis
about the impact of IT on the formation of IC.

BIIJIUB IH®OPMAIIMHUX TEXHOJIOI'TH HA PO3BUTOK
IHTEJEKTYAJIBHOI'O KAIIITAJY HNIAINPUEMCTB
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Kuro4ogi cnoBa:

IHHOBaLli{HE 3710pOB’s,
KOHKYPEHTOCIIPOMOXKHICTB,
0COOMCTICHA EKCIIePTH3a, OIIHKA
IHTETEKTYalIbHOTO KaIliTaIy.

B crarti nmochmiKyeThCs BIUTMB BIPOBaDKCHHS Ta aJanTaiii MepcoHaIoM
Cy4acHMX 1H(GOpPMAUiWHUX TEXHOJNOTi Uil PO3BUTKY IHTEJIEKTYaJIbHOIO
kamitany (IK) mianmpuemcTB. ABTOp ONMUCY€e BayKJIMBICTh HABUUOK KOPUCTYBaHHS
iHpOpManifHIMH TEXHOJIOTISIMH B apCEHAIII CYyYacHOI JIIOANHH 33 UIs1 YCIIITHOTO
NpaneBIalITyBaHHS Ta PO3BUTKY NMpodeciitHoi Kap’epu; HABOAUTH CTaTUCTUYHI
nmaHi po3BUTKy IT-cexTopy 3a 5 pokiB, AKi CBiI4aTh MpO AWHAMIYHE 3POCTaHHS
Ta 3HayHi iHBecTHlii B 0 cepy; BU3HAYae CyTHICTh Ta komnoHeHTH IK, ski
3a0e3meuyoTh KOHKYPEHTHI [lepeBari Ha pUHKY; aHaIli3y€e HACJI 1K1 BIIPOBAIKEHHS
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iH(pOpMALIIHIX TEXHOJOTiH Ha ePEeKTUBHICTh BUPOOHUIHX IIPOIIECIB, BUIIIIOUN
AK TIO3UTHBHI, TaK 1 HETaTHBHI AacleKTH; HABOIAWTH PE3yJIbTaTH IOIEepPEeIHiX
JIOCHIJIKeHb, SKi JO3BOMIMIM c(opMyBaTH HAHOUIBII TOYHE BU3HAYCHHS
IHTEJIEKTYalIbHOTO KalliTaly, B OCHOBI SIKOTO JIe)KaTb JFOACHKUI, CTPYKTYPHUI
Ta CHOKMBUMH KalliTanu, AEMOHCTpye pesynbratd pociimkenHs MIT ta IBM,
SIKI CTBEPIDKYIOTH IMPO HEOOXITHICTh aHANI3Y JIFOACHKHUX NAHUX JJIs 30UThIICHHS
YHCTOTO ONEPAIiifHOTO TOXOIY Ha ITiIIPHUEMCTBI; IIepeliaye HaiOLIbI e(heKTHBHI
BapiaHTH po3BUTKY IK mnisixom 3ampoBamkeHHS TPEHIHTIB IS IIiABHIICHHS
KBasiQikarlii, BIOCKOHAJCHHS BHPOOHHYMX IIPOLECIB Ta 30UIBIICHHS YaCTKU
IHTEJIEKTYaJIbHOI TISUTbHOCTI;, HABOJWTh MPUKIAAU TOMYISIPHUX METOIB OLIHKA
IHTEJIEKTYaJIbHOTO KalliTally, sSKi BpaxOBYIOTb Pi3HI HalpsSIMKH [isUTBHOCTI
Ta TPOIOHYE BJIACHUH METOJ HOro BHUMIPIOBaHHS, B OCHOBI SIKOTO JI€XKaTh
TTOKa3HUKH OCOOMCTICHOI EKCIIEPTH3H Ta IHHOBALIHHOTO 30POB’ S MiATPHEMCTBA.
VY migcyMKy aBTOp MiIKPECIIOE TICHWH 3B’S30K PO3BUTKY IIMX TOKAa3HUKIB
BHUXOJISIUM 13 3aIIPONOHOBaHUX MeToAiB miaBuimeHHs K. ¥V crarTi HeomHOPa3oBO
MPOCTEXYEThCS TBEPIXKCHHS MPO CKJIAAHICTh BH3HAYECHHS €IMHOTO MOPTQEs
MOKA3HUKIB Ul OLIHKHM IHTEJEKTYaJbHOrO KaliTajdy IUIIXOM BIPOBA/IKEHHS
iHpOpManifHUX TEXHOJIOTiH. ABTOp Harojiomye Ha GpOpMyBaHHI KOMIIJIEKCHOTO
MMOKa3HUKA Ta MPOBEACHHI EKCTIIEPUMEHTY 3a]UIsl IiATBEPPKCHHS TiMOTE3H 10RO

BiumBy [T Ha popmysanns IK.

Statement of the problem

In the modern world, information technology has
become an integral part of business processes in many areas.
They help to increase labor efficiency, reduce resource
consumption or improve the quality of the final product or
service. Investing in the development of information tech-
nology at an enterprise seems to be the smart decision, as
it creates a number of both tangible and intangible bene-
fits. One of these intangible benefits is an increase in the
company’s intellectual capital, which allows for an overall
boost in the company’s competitiveness in the market. The
problem is in the multi-component structure of this indi-
cator and the difficulties in its calculation. The article pro-
poses an alternative approach to assessing the indicators of
intellectual capital formation.

Analysis of recent studies and publications

The issue of the essence of intellectual capital is not
new. Many Ukrainian and foreign scholars have devoted
their works to the study of this concept. Among the
most prominent are C. Swaby, T. Stewart, A. Brookings,
D. Duffy, S. Legenchuk, A. Cherep, O. Nazarov, etc. At
the same time, such scientists as M. Mura, L. Budovych,
M. Demianchuk, M. Hetman and others have studied the
issue of calculating intellectual capital in the context of
tangible and intangible assets of the enterprise. However,
due to the complex structure and the lack of a single defi-
nition of the IC essence, these studies cannot be considered
as exhaustive, so it is necessary to study this problem in
more detail by identifying additional indicators.

Objectives of the article

The purpose of the study is to determine a portfolio of
alternative quantitative indicators for measuring intellec-
tual capital, which is formed during the implementation of
information technologies in the business processes of an
enterprise.
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The main material of the research

Today it is quite difficult to imagine an enterprise that
does not use information technology in its business pro-
cesses. The development of IT creates global trends that
encourage management at various levels to attract addi-
tional investments in its implementation in enterprises.
When people are constantly overwhelmed with a lot of
information, rational use of mental resources by automat-
ing routine processes and delegating simple tasks to “pro-
grammable assistants” is not a whim, but a necessary step.

Statistics on the budget of the Ministry of Digital Trans-
formation of Ukraine over the years confirms the previous
opinion, as the development of information technology is
taking place not only at the commercial but also at the state
level (Fig. 1). We can see that there is a positive trend in
this direction, and over 5 years the budget has increased
almost 6 times, which indicates the prospects for invest-
ment in the IT sector [1].

Ukraine’s achievements in digitalization are difficult
to overestimate. It remains one of the most advanced
countries in Europe in this regard, and our experience is
being adopted by other European countries, notably Esto-
nia [2]. At the same time, human intelligence is the driv-
ing force that allows information technology to develop
and bring benefits. It would be incorrect not to use these
achievements to improve the intellectual activity of
humanity. That is why the use of IT is a powerful tool
for the development of intellectual capital. However, it
can lead to both positive and negative consequences. The
positive ones include:

— increasing labor productivity. IT helps automate
many routine tasks, which frees up employees’ time for
more creative and innovative work;

— improvement of collaboration and knowledge shar-
ing. IT helps to minimize the number of unnecessary com-
munications, keep all information up-to-date and speed up
decision-making;
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Figure 1 — Budget of the Ministry of Digital Transformation of Ukraine for 2019-23, UAH million

— increasing the quality of the product/service. Tech-
nologies for automating testing, improving quality control,
and customer support affect the final quality of the product/
service.

The negative consequences of IT implementation
include:

— additional maintenance costs. Implementing and
maintaining information technology in an enterprise can be
an expensive investment and can hold management back;

— the necessity of training. New processes may require
additional time and effort from employees to master new
tools;

— employee resistance. Some employees may not
share the initiative to integrate IT into their functional tasks
due to the complexity of the process, lack of transparency
or the threat of losing their jobs.

It is important to mention that the scale and speed of
information technology adoption depends on such factors
as the type and size of companies, industry sector, corpo-
rate culture etc.

Despite the factors mentioned above, it is difficult to
assess the impact of information technology implemen-
tation on the development of intellectual capital. Gener-
ally, the definition of intellectual capital is divided into 2
groups: either it is identified only with the human factor; or
it is a more complex system that includes various compo-
nents (processes, intellectual resources etc.) and the links
between them [3].

D. Duffy suggests that “intellectual capital is the aggre-
gate knowledge possessed by an organization through its
employees, as well as in the form of methodologies, patents,
architecture and relationships” [4]. However, I personally
like O. Davydova’s definition that  intellectual capital is
a set of knowledge, information, experience, qualifications
and motivation of personnel, organizational capabilities,
technologies that can create added value and ensure the
company’s competitive advantages in the market” [5].

Compared to other tangible assets, knowledge, expe-
rience and creativity cannot be physically measured, so
there is no unified metric for measuring it. The best way to
evaluate the development of intellectual capital is through
innovation, i.e. through the creation of new or improve-
ment of existing products or processes. That is why, in the
context of comparing tangible and “mental” assets, the lat-
ter are focused on the future.

Similarly to tangible capital, intellectual capital is
exposed to depreciation and eventually becomes obso-
lete, which means it requires costs to adjust and maintain.
Companies that take into consideration intellectual capital
indicators while calculating their company’s success are
more likely to achieve their tactical and strategic goals.
I. Kaplia’s research has shown that intellectual capital is
not only “goodwill” (or company reputation) but a much
broader concept [6].

The structure of intellectual capital is ambiguous, but
one of the most popular is the classification of K. Swayby,
who identified three main components [7]:

— human capital. It includes all the knowledge and
experience of the organization’s employees (life and work),
innovative education etc.

— structural capital. It includes the company’s mission
and policies, work culture, organizational structure, copy-
rights etc.

— consumer capital. Includes the company’s brand,
reputation and covers the organization’s relationships with
employees, service providers, customers and other stake-
holders.

To sum up, intellectual capital is an important compo-
nent of a company’s normal functional activities. At the
same time, the socio-cultural characteristics of different
generations (X, Y, Z) determine the actual parameters of
consumer interest in a product or service [8]. That is why
managers of many enterprises create appropriate condi-
tions for the retention and development of their employees,
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taking into account current trends, because the cost of hir-
ing and adapting a new specialist to the previous level will
be more expensive for the company.

A study conducted by MIT and IBM showed that the
use of human data analytics by companies could increase
net operating income by 24% [9].

The use of information technologies in work can con-
tribute to the growth of the intellectual capital of an enter-
prise, as they allow to access information faster, analyze
more resources, acquire advanced tools, i.e. increase the
intellectual potential of an employee. These skills are
related to human mental activity, which is more valuable
than physical activity today [10] and allows rational use
of intellectual resources for creative activities rather than
routine tasks. Thus, in the near future, employees who are
able to use the benefits of information technology in their
professional field will be more in demand and attractive to
companies in various industries.

It is crucial for companies to invest in the development
of their employees’ intellectual potential if they want to
stay relevant and deliver competitive advantages. This
view is confirmed by a study conducted in 2021, which
shows a direct link between the importance of intellectual
capital and maintaining market competitiveness in the tel-
ecommunications sector [11].

The most effective methods of preserving human
resources and improving intellectual potential in terms of
IT proficiency are:

— development and implementation of trainings and
qualification improvement courses. Continuous training,
bonuses from the company and a circle of like-minded
people contribute to the professional and social growth of
employees;

— improvement of work processes. The use of new
technologies, best international practices and methodolo-
gies enables to increase the efficiency of operational tasks
and improve customer relations;

— intellectual activity. The development of new prod-
ucts and patents using advanced tools and approaches

ISSN Print 2786-5150
ISSN Online 2786-5169

contributes to the creation of intellectual assets of the
enterprise.

It is important to assess changes in intellectual capital
when implementing any method. The challenge is that cal-
culating this issue is a non-trivial task, as there is no clear
system of indicators (moreover, individual companies have
developed their own assessment tools over time). One of
the most famous analytical methods of assessment is the
Skandia Navigator, developed in 1997 by the eponymous
company, which uses a system of financial and human indi-
cators (Table 1) [12].

Demianchuk M. supplemented this assessment system
by introducing such quantitative criteria as “educational
level of personnel”, “timeliness of staff development”,
“digitalization coefficient” [10] etc. and thus defining the
relationship between information technology and intellec-
tual capital fairly closely.

The above assessment methods are significant,
although, given the rapid development of IT, other indica-
tors can measure intellectual capital. The above portfolio
of assessments can be divided into 2 categories (table 2).

The described metrics in the “personal expertise” cat-
egory are designed to measure an employee’s skill in per-
forming work tasks — the time required to solve a problem,
the number of errors in the process etc. Reduction of these
indicators indicates that tasks are performed at a lower cost
and/or with higher quality.

The indicators of the “innovation health” category take
into consideration the factor of continuous training and
research activities of employees to create new products or
processes, which in the long run affects the material indi-
cators of the enterprise (innovative and market property,
competitiveness etc.).

It is important to note that these indicators describe the
elementary part in the calculation of the intellectual capital
of an enterprise in the context of information technology
implementation. However, the use of IT in practice should
improve these indicators, which will lead to an increase in
the intellectual capital of the enterprise. I consider further

Table 1 — Skandia Navigator intellectual capital valuation method

Area Key indicators
Financial Revenue/employee, new customer revenue/total revenue, management revenue/costs
Csutomer Sales funnel duration, number of lost customers, satisfaction index etc.
Process Administrative expenses/total income, interest rate volatility rating
Innovative Employee satisfaction index, market costs/management costs, market costs/customer etc.
Human Number of managers with higher education, annual staff turnover rate, leadership index etc.

Table 2 — Alternative portfolio of intellectual capital valuation metrics

Area Key indicators
Personal Number of tasks returned for revision to the total number of tasks (taking into account the employee's experience)
expertise Amount of time spent on researching the issue to the total time spent on the task

Number of overtime hours to the total number of working hours
Number of hours spent on communication to the total number of hours spent on the task

Innovative health
the person's experience and age)

number of employees

Number of initiatives accepted from an employee to the total number of initiatives generated (taking into account

Number of employees who are studying/finished trainings to the total number of employees (per year)
Number of employees involved in cooperation with international institutions in the field of research to the total
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research to be the development and calculation of a general
(integrated) indicator for the categories of “personal exper-
tise” and “innovative health” of the enterprise, as well as
conducting an experiment and comparing these indicators
before and after the integration of IT tools into work pro-
cesses.

Conclusions

Based on the analysis of the previous researchers’
works, the article studies the impact of information tech-
nologies on the formation of intellectual capital of an
enterprise. It is determined that information technologies
serve as a powerful tool for increasing the productivity
of human mental and physical labor, while intellectual
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activity is the engine of development of these technologies,
so companies should pay attention and invest resources in
the development of intellectual capital. The complexity of
the study was the lack of a single definition of this concept
and the lack of a generally accepted system for calculating
intellectual capital. Taking into consideration the analy-
sis of existing methods for assessing intellectual capital,
a portfolio of alternative indicators was proposed, which
is designed to study the impact of the implementation and
maintenance of information technologies on the formation
of the “mental potential” of enterprises. Further devel-
opment of this topic includes the creation of a compre-
hensive indicator and an experiment on the relationship
between IT and IC.
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The changes in the business environment caused by technological innovations are
characterized. The concept of innovation is considered. The innovativeness of the
personnel service is analyzed. The need to improve personnel management at enterprises
in modern conditions is analyzed. The concept of an employee of an enterprise,
which is the basis of any innovation process, is disclosed. The concept of personnel
is considered, which ensures the effective operation of the personnel management
system and helps to eliminate shortcomings in the work process or in production in
general. The approaches to managing employees of an enterprise are substantiated,
which can be divided into the following groups: economic, administrative, social
and psychological. Innovative approaches to personnel management are revealed,
in particular: recruitment, performance evaluation, personnel training, remuneration
system, carcer management. The advantages and disadvantages of innovative
approaches to personnel management are analyzed. It is proved that the only
reasonable approach to personnel management is the use of new different methods and
styles of management for different employees, both for the team as a whole and for
each employee separately, depending on the situation. The concept of «staff leasingy
is characterized and the advantages of introducing staff leasing technologies into the
practical activities of business entities are indicated. The most important indicators of
employee performance are analyzed. It is determined that coaching technologies are
used to motivate employees, evaluate and develop them, resolve conflict situations and
regulate relations in the team and are intended to solve many problems.
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OxapakTepr30BaHO 3MiHH y Oi3HEC-CEPEOBHIII, 110 CHPHYHHCHI TEXHOJIOTTYHUMU
iHHOBaMIsSIMH. PO3mIstHY TO OHATTS iHHOBamiiHOCTI. [IpoaHasi3oBaHO iHHOBaLIHHICTE
KapoBoi cimyxOu. [IpoaHamizoBaHO HEOOXIAHICTH YIOCKOHAJICHHS YIPABIIHHSI
MIEPCOHAJIOM HA MIANPUEMCTBAX B CYYaCHUX YMOBaX. PO3KPHTO MOHATTS MPALiBHUK
T IPHEMCTBA, ITI0 € OCHOBOO OY/Ib-sIKOr0 IHHOBAIII THOrO TIpotiecy. PO3IIITHY TO IOHSATTS
KaJpH, M0 3a0e3MeuyioTh e()eKTHBHY POOOTY CHCTEMH YIIPAaBIIHHS MEpPCOHAIOM
1 JOTOMararoTh YCYHYTH HENOTIKM B pobodoMy mporeci abo Ha BHPOOHHMIITBI
3arasioM. OOIpyHTOBaHI MiAXOMM B YIPABIIHHI NpaliBHUKAMH ITiIIPUEMCTBA, SIKi
MOYKHA PO3IUIMTH Ha HACTYIHI TPYIIH: €KOHOMIYHI, a{MiHICTpaTHBHI Ta COIiaTbHO-
NCUX0JIoriyHi. Po3kpuTO 1HHOBAMLIiHI MiIXOAM YNpaBIiHHS EPCOHAJIOM, 30KpeMa:
mia0ip TepCOHAITY, OIHKA isUTBHOCTI, HABYAHHS IIEPCOHANTY, CHCTEMa BHHATOPOLIH,
yIpaBiiHHS Kap’epoto. [IpoaHanizoBaHO mepeBard Ta HEHOMIKM IHHOBAIIHHUX
MIIXO/IIB YIIPABIIiHHSA TepcOHAIOM. JIOCHimKeHO, IO €IWHUM OOIPYHTOBAHUM
ITiTX0/TOM B YIPaBJIiHHI IIEPCOHATIOM € BUKOPHCTaHHS HOBHX Pi3HIX METO/IB i CTHIIIB
YIIPaBJTiHHS TS PI3HHUX MPAIiBHUKIB K B IJIOMY I KOJIEKTHBY TaK i OKPEeMO JUIst
KO)KHOTO TIPAIliBHUKA, B 3aJEKHOCTI BiJ cHTyamlii. OXapakTepH30BaHO MOHITTA
«JTI3UHT TIEPCOHATY» 1 3a3HAYEHO IepeBary MpH BIIPOBAPKEHH] TEXHOJIOTIH JII3UHTY
MepcoHaTy B MPAKTUYHY JISUTGHICTH CyO’ €KTIB rocrofapioBaHHs. [IpoaHanizoBaHo
HAWBAKIIMBIII TMOKA3HUKK €(EKTHBHOCTI pOOOTH MpaiiBHUKIB. Bu3HaueHo, 10
KOYyYHMHIOBI TEXHOJIOTII BUKOPUCTOBYETBCS JUIsI MOTHBALl MPAIiBHUKIB, TX OI[IHKH
Ta PO3BHUTKY, BHPIMICHHS KOHQIKTHUX CHUTYaIlii Ta BPETYIIOBAaHHSI CTOCYHKIB Yy
KOJIGKTHBI 1 IPU3HAUYEH] IJIs BUPILIEHHS 0ararbox 3aBliaHb.
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Problem statement

The modern economy is characterized by rapid changes
in the business environment caused by technological inno-
vations, the rapid development of new industries and activ-
ities, changes in consumer needs and increased competi-
tion. In such situations, the role of employees, their ability
to improve their performance and use their capabilities in
the workplace to achieve the company’s goals, is growing.
The need to constantly bring the characteristics of employ-
ees in line with the requirements of the enterprise, time and
business environment leads to the need to implement mod-
ern management systems. Innovation in the field of human
resources management in modern conditions should be
aimed at increasing productivity and quality of work;
improving the quality of working life; organizing contin-
uous development of employees; empowering employees
and cohesion of the company’s teams. The specific part of
innovations in the HR sphere of each enterprise is individ-
ual and is determined by the strategy, financial capabilities
and priority of the chosen HR policy.

The need to improve human resources management
at enterprises is primarily driven by the requirements of
international quality standards, which provide for the use
of specific measurable and time-bound goals, as well as
the need to make administrative decisions based on tar-
geted and timely information on the effectiveness of per-
sonnel procedures. In these cases, the development of the
enterprise’s HR management system should be viewed as
a purposeful activity of employees of all structural units,
including the development of a HR policy strategy and
a HR management concept, and their implementation is
achieved by bringing the goals, structures, methods and
ways of HR management in line with the requirements of
the new labor market, as well as the possibility of their
change.

Analysis of recent research and publications

A large number of works have been devoted to the
study and analysis of personnel management problems
with regard to innovative approaches, namely: D. Bogina,
M. Bondar, I. Dashko, A. Shegda, V. Vesnin, A. Yegorshin,
V. Dyatlov, A. Kolot, S. Shekshna and others. Despite the
large number of scientific developments in personnel man-
agement with regard to innovative methods, this issue is
still relevant in the modern world, as it has not been suffi-
ciently addressed.

Formulation of the article’s objectives

The purpose of this article is to study modern methods
of personnel management with due regard for innovative
approaches.

Summary of the main research material

Employees of an enterprise are the basis of any innova-
tion process, as they provide new ideas and create new pro-
jects. For this reason, the question arises at the enterprise of
how to properly manage these employees, implement their
ideas and help the development of the enterprise.

Human resources ensure the effective operation
of the HR management system and help to eliminate
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shortcomings in the work process or in production in gen-
eral. Implementing innovations in the human resources
management system requires the company to make
changes in the training and education of employees,
recruitment, selection or selection of personnel, infor-
mation support for employees, as well as psychological
support and motivation of subordinates. To solve these
problems, there are various approaches to managing
employees of an enterprise, which are ways of influencing
employees, both individually and collectively, to coordi-
nate their activities at a given enterprise. There are many
different approaches to personnel management that can
be divided into the following groups: economic, admin-
istrative, and socio-psychological. These approaches are
still used at many enterprises, but they are not so effective
now, because each enterprise is focused on continuous
improvement and therefore it is necessary to constantly
improve approaches to personnel management [1; 7; 8].

Innovative approaches to HR management include the
following:

1. Recruitment, i.e., it is necessary to carefully select
applicants for the offered position in order to find the best
employees who will be able to develop and improve the
company. This approach is characterized by consistency
and efficiency in the recruitment and selection process.
On the other hand, it promotes a systematic selection and
recruitment process and identifies the most suitable candi-
dates for the job.

2. Performance appraisal is the process of establish-
ing a comparison between the requirements of the posi-
tion and the characteristics of the employee. Based on this
approach, you should constantly evaluate your employees
in two ways: first, by the results they have achieved; and
second, by why they have achieved them and how they can
improve.

3. Staff training is the improvement of staff skills
through trainings, webinars, seminars, etc. This approach
helps employees to acquire new knowledge and new skills,
which in turn will further promote innovation.

4. A reward system is the motivation of employees
through various incentives and rewards. It is a motiva-
tional approach that offers monetary rewards, various types
of incentives, and other types of recognition to encourage
employees to come up with new creative ideas, take risks,
and continuously improve.

5. Career management is the achievement of career
goals. This approach ensures the professional development
of employees through internships, training and profes-
sional development [2; 4].

The advantages and disadvantages of innovative
approaches to HR management are shown in Table 1.

The results of the research conducted in this paper
show that the only reasonable approach to HR manage-
ment is to use new different methods and styles of man-
agement for different employees, both for the team as a
whole and for each employee separately, depending on
the situation.

Thus, the management of employees’ innovative activi-
ties is a purposeful activity of the company’s managers and
HR specialists to ensure the speed and scope of employees’
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Table 1 — Advantages and disadvantages of innovative approaches in personnel management [3; 8]

Ne s/n | Name of the approach

Advantages.

Disadvantages

Recruitment, selection
1 and hiring of personnel

Possibility of continuous professional and psychological
assessment of employees with further consideration of the
company's specifics and the employee's position in the future

Time and capital costs

5 Performance evaluation | Activity in the field of innovation, creation of new things through | Spending a lot of time
opportunities to discuss their work with management

3 Staff training Increasing the potential of employees and the enterprise as a whole | Expenses for trainings and
and increasing staff productivity educational literature

4 Reward system Increased motivation of employees to create new projects and Economic costs
increased job satisfaction

Career management Increased interest in the company's business and reduced staff Increasing the level
5 turnover of competition among

employees

recovery from illness by implementing employees’ inno-
vative activities in practice in accordance with the current
and strategic goals of the company.

The management of innovative activities involves, first
of all, the restructuring of the enterprise, i.e., changing the
entire structure of the enterprise or individual units for the
efficiency of economic activity.

Innovation management also includes various innova-
tions in forms, principles and methods of payment. Impor-
tant importance is also attached to the implementation of
new ideas for the development of the company’s corporate
culture.

Having analyzed the foreign experience of introducing
innovative technologies [5; 6] into the personnel manage-
ment system, we can conclude that in order to increase the
efficiency of the enterprise, it is recommended to imple-
ment:

1. Recruiting, namely, the selection of qualified person-
nel by specialized enterprises. One of the types of recruit-
ment is personnel leasing, which should be considered as
a management technology that provides the company’s
business process with the necessary quantitative and qual-
itative labor resources using the services of a third-party
company. In this case, legal relations arise between the
employing company and the employee with whom the
employment contract is concluded.

One of the types of leasing that is advisable to use is the
recruitment of temporary workers, which involves the par-
ticipation of employees for a short period of time, namely
from one to three months. The introduction of personnel
leasing technology into the practical activities of business
entities has the following advantages

— engagement of personnel of a certain qualification
and the required number;

— the possibility of repeated replacement of employees
in case of incorrect performance of their duties or for other
reasons;

—release of the HR department from the usual adminis-
trative work and document flow related to the official reg-
istration of employees in the staff, as well as the removal
of expenses for payroll and payment of compensation in
case of dismissal;

—no downtime due to employee’s illness or vacation, as
the employee is obliged to be replaced under the agreement
or contract;
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— the possibility of transferring employees who have
proven themselves as experienced specialists over time to
the company’s staff.

Thus, staff leasing allows you to avoid problems related
to the recruitment of employees, paperwork, payment of
wages and tax deductions. It also makes it possible to for-
mulate the most flexible personnel policy by hiring addi-
tional employees or reducing the number of employees
depending on the company’s goals and strategy, but when
deciding to implement this technology in the HR man-
agement system, the company’s management should ana-
lyze the shortcomings and take into account the possible
decrease in employee loyalty to the company.

2. A personnel audit is a complete assessment of the
labor activity of the company’s employees, which makes
it possible to find out the correlation between the level of
skills, knowledge and abilities possessed by the employee
for the position he or she holds, and aims to analyze the
organizational structure and human resources in a certain
way. Conducting an HR audit of an enterprise involves
analyzing the most important performance indicators of
employees and developing recommendations for improv-
ing its performance, in particular

— efficiency of the organizational structure, rationality
of its construction and coordination;

— document flow, creation of a unified accounting sys-
tem, registration and storage of documents;

— development of employee service rules, labor instruc-
tions, remuneration system, system of incentives and pen-
alties;

— qualitative and quantitative characterization of
employees, their compliance with the company’s goals and
objectives;

— efficiency of personnel placement;

— Formation of a management «chainy, i.e. selection of
promising candidates for managerial positions;

— determining the level of professional and personal
qualities of the company’s employees in order to develop
appropriate training and development programs;

— employee appraisal, which involves assessing the
level of compliance of employees with their positions and
responsibilities, their personal contribution to the compa-
ny’s performance;

— establishing a policy of reduction and dismissal of
employees, improving internal cooperation;
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— general assessment of the HR department and
improvement of its work, development of an employee
motivation system, development of technologies for
search, recruitment, selection, selection and dismissal of
employees and adaptation programs.

3. Coaching is a tool for the professional and personal
development of employees of the enterprise, for the devel-
opment of their skills and qualifications, mobilization of
internal resources and talent, including creative and intel-
lectual abilities, self-awareness, business qualities and
creativity. Coaching is a tool that allows you to find the
most effective ways to achieve the company’s goals and
implement them.

Coaching gives the manager real control, which is not
an illusion, and gives the subordinate real responsibility, so
training is the most effective tool for increasing employee
productivity. The difference between coaching and tradi-
tional management is determined by the style of commu-
nication between employees: the manager (coach) gives the
«right» questions and practical feedback about subordinates.

Coaching technologies are used to motivate employees,
evaluate and develop them, resolve conflict situations and
settle relationships in the team and are designed to solve
the following tasks, in particular

— create a comfortable and creative atmosphere in the
team;

— to maximize the efficiency of employees’ perfor-
mance;

— encourage employee initiative;

— create a corporate culture for the company;

— organize an effective system of personnel develop-
ment,
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— motivate employees through non-material incentives;

— to create the necessary conditions for self-develop-
ment and personal development of employees, manifesta-
tion of their creative and professional abilities.

Conclusions

Having analyzed the innovative approaches to the per-
sonnel management system of a modern enterprise, the
most effective of them were analyzed and substantiated, in
particular: personnel leasing, personnel audit and coach-
ing, which allow the management of the enterprise to influ-
ence the increase in the efficiency of its activities through
the innovative construction of the personnel management
system on new principles and to make the right manage-
ment decisions regarding the formation, development and
implementation of talent.

When developing and implementing these innovative
approaches in the HR management system, it is necessary
to evaluate their time, feasibility and effectiveness, and to
do everything necessary to ensure that employee resistance
is as low as possible and that the effectiveness of the new
innovation is uniform and efficient.

Thus, the main task in the current realities of the enter-
prise is to introduce innovative approaches to personnel
management aimed at ensuring the continuous develop-
ment of employees in order to improve their knowledge by
establishing a lifelong learning system and creating all the
necessary conditions for full self-expression and develop-
ment, the existing mental and physical abilities of employ-
ees, their ability to create new creative ideas to improve
production processes and increase the competitiveness of
products.
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In today’s unstable economy and growing competition, ensuring the economic

financial condition. protection against external and internal threats. In this context,
capital management is one of the key strategic tools that allows an enterprise not
only to survive but also to develop successfully in the face of uncertainty and risks.
Effective working capital management is one of the key tools to achieve this goal.

Working capital, as a set of a company’s rapidly revolving assets,

security of an enterprise is becoming one of the top management priorities. The
economic security of an enterprise is a complex and multifaceted phenomenon
that covers a wide range of aspects, from financial stability and competitiveness to

effective working

provides financial

flexibility and the ability to respond to changes in market conditions. An insufficient
level of working capital can lead to insolvency and loss of competitiveness, while
an excess can lead to reduced profitability and inefficient use of resources. Thus,
effective working capital management, which involves optimizing its structure and
volume, is an integral part of the strategy for ensuring the economic security of
an enterprise. It allows balancing liquidity and profitability, minimizing financial
risks and ensuring the stability of operating activities. The article examines the
issues of working capital management as a strategic tool for economic security of
an enterprise. The essence of the concept of «working capital» and its components
is clarified. Various approaches to understanding the essence of working capital
are presented. The key aspects of managing the components of working capital

are indicated.

YIHPABJIHHA OBOPOTHHUM KAIIITAJIOM SIK CTPATETTYHUM IHCTPYMEHT

Kurouosi cioBa:

00OpOTHHIA KamiTall, yIpaBITiHHS

(hinancamu, ekOoHOMiuHa Oe3reka,
HiANPUEMCTBO, 00OPOTHI KOIITH,

(iHaHCOBUIA CTaH.
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EKOHOMIYHOI BE3NEKH NIAITPUEMCTBA

Barpaxkosa T.L, [lanuenxo M.A., Auapycuk /I.B.
3anopizbkuti HayioHarbHUL yHieepcumem
Yxpaina, 69600, m. 3anopidicorcs, eyn. Kykoacvrozo, 66

VY cydacHHMX yMOBax HECTaOUIPHOI EKOHOMIKM Ta 3pOCTaovy0i KOHKYpEHII,

3a0e3nedeHHs eKOHOMITHOI O€3MeKH MiAPHEMCTBA CTa€ OIXHUM 3 MPIOPUTETHUX
3aBIaHb MeHeIKMEeHTy. ExoHOMiuHa Oe3meka MiJnpHeMCTBA — II€ CKIIAIHHA
Ta OararorpaHHUi ()EHOMEH, SIKHH OXOIUTIOE IMIMPOKHH CIIEKTP acHeKTiB, BiJ

(hiHaHCOBOI CTIMKOCTI Ta KOHKYPEHTOCIPOMOXKHOCTI JI0 3aXHCTy BiJl 30BHILIHIX
Ta BHYTPIIIHIX 3arpo3. Y IIbOMYy KOHTEKCTi, e(DeKTHBHE yIpaBiIiHHSI 000POTHUM
KaIliTaJloM BHCTYNA€ SIK OOMH 3 KIIOYOBHX CTPATEriYHUX IHCTPYMEHTIB, IO
JO3BOJISIE MINPUEMCTBY He JIMILE BIDKMBATH, a / YCIIIIIHO PO3BMBATUCS B YMOBAX
HEBMU3HAYCHOCTI Ta pu3uKiB. OMHUM 3 KJIIFOYOBHX IHCTPYMEHTIB JOCATHEHHS i€l
MeTH € e(eKTUBHE YINpaBIiHHS OOOpPOTHUM KamitanoM. OOOpoTHHI KariTall,
SK CYKYIHICTh aKTHBIB IiJIIPHEMCTBA, IO IMIBUAKO OOEpTalOThCS, 3abe3reuye
(hiHaHCOBY THYYKICTh Ta 3/IaTHICTh pearyBaTH Ha 3MiHH PUHKOBOI KOH IOHKTYpH.
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HemocrarHiii  piBeHb  00OpOTHOTO  KamiTady MOXKE  HPU3BECTH [0
HEIUTaTOCIPOMOKHOCTI Ta BTPaTH KOHKYPEHTOCIIPOMOXHOCTI, TOJ1 SIK HAJTHIIIOK
MOJKE CIIPUYMHHUTH 3HIKEHHS PeHTa0eIbHOCTI Ta Hee()eKTUBHOTO BUKOPHCTaHHS
pecypciB. Takum umHOM, eeKTHBHE yNpaBiaiHHS OOOPOTHHUM KaIliTaJOM, IO
nependayae ONTHMI3aliI0 HOro CTPYKTYPH Ta 00CsTY, € HEBIJI' €EMHOIO CKJIaI0BOIO
cTparerii 3a0e3reueHHs eKOHOMIYHOI Oe3neKk mianpueMcrsa. BoHo no3Boisie
30ayaHCyBaTH JIKBITHICTH Ta MPHUOYTKOBICTH, MiHIMi3yBaTh ()iHAHCOBI PHU3HUKH
Ta 3a0e3meunTH CTalOiIbHICTh OMEpaIiifHOl IisUTBHOCTI. Y CTaTTi JOCIHIIKEHO
MMUTaHHS YNPaBIiHHSI OOOPOTHUM KaIliTaJoM SIK CTPAaTeriYHUM iHCTPYMEHTOM
EKOHOMIYHOT Oe3MeKH MiIIpUEMCTBA. Y TOYHEHO CYTHICTh MOHSTTS «OOOPOTHUIA
KariTam» Ta HOoro KOMIOHCHTH. HaBeJeHO pi3HOMAHITHI MiIXOIW IO PO3YyMiHHS
CYTHOCTI O0OOpOTHOTO KamiTady. 3a3Ha4eHO KIIOYOBI AacCIEKTH YIpPaBJIiHHS

KOMIIOHCHTaMH1 060pOTH01"O KaHiTaJ'Iy.

Problem formulation

Modern businesses face numerous internal and exter-
nal threats that can negatively affect their economic secu-
rity. These threats include financial crises, market insta-
bility, changes in legislation and other factors. In such
circumstances, working capital management becomes
strategically important, as it ensures the flexibility and
sustainability of the company’s financial system. In the
context of instability and uncertainty, exacerbated by
global economic crises and geopolitical challenges,
ensuring the economic security of enterprises becomes
a priority for management. Effective working capital
management, as a key element of financial stability and
liquidity, plays a crucial role in this process. However, the
existing theoretical and practical approaches to working
capital management often do not take into account the
specifics of current market conditions and do not ensure
an adequate level of economic security of enterprises.
Ukrainian enterprises face additional challenges related
to military operations, economic crisis and inflation,
which requires adaptation of working capital manage-
ment methods to the specifics of the national economy.
The mismatch between the needs of enterprises to ensure
economic security and the existing methods of work-
ing capital management creates a problematic situation
that requires scientific research and development of new
approaches.

Analysis of recent research and publications

Studies of working capital management as a strategic
tool for economic security of the enterprise are reflected
in the works of: Hrynko T., Hubaryk, O., Klymenko S.,
Kosareva I.P., Machak T., Nosan N.S., Khodzhva K.Ya.

Formulation of objectives

The purpose of the study is to develop theoretical and
practical recommendations for working capital manage-
ment as a strategic tool for ensuring economic security of
an enterprise in conditions of instability and risks.The arti-
cle also studies:

— the essence of working capital,

— key aspects of working capital as a strategic tool for
economic security of an enterprise,

— the main components and methods of building an
effective working capital management system,

— the peculiarities of working capital management in
the conditions of economic crisis and instability are iden-
tified,

— practical recommendations for improving the effi-
ciency of working capital management in order to ensure
the economic security of the enterprise are developed.

Presentation of the main research material

The existence of a large number of theoretical develop-
ments does not reduce the expediency of studying work-
ing capital management as a strategic tool for economic
security of an enterprise, determining the sources of its
formation, and ways to stabilize the movement of working
capital, which require further scientific substantiation.

The term «working capital» is derived from the English
concept of «circulating capital» — a part of production cap-
ital which transfers its value to the newly created product
in full and returns to the producer in cash after each capital
turnover.

Working capital can be viewed as a monetary equiva-
lent labor item that is present at all stages of the circulation
and is consumed within one operating cycle, transferring
its value to the created product in full during the produc-
tion process [1]. Working capital is a part of the company’s
assets (current assets), which includes:

— working capital (or current assets);

— short-term financial investments.

In her study, Kosareva proposed to distinguish the fol-
lowing approaches to understanding the essence of work-
ing capital:

1) working capital as cash advanced for the formation
of current production and circulating assets;

2) working capital as mobile assets that are used and
sold by an enterprise during the year or operating cycle;

3) working capital as an advance cost [2].

Taking into account these approaches to the interpreta-
tion of the essence of working capital, let us consider this
category according to different authors (Table 1).

Working capital consists of various components that
can be divided into assets and liabilities. Assets include:
cash and cash equivalents (cash in bank accounts, cash,
readily marketable securities), accounts receivable (trade
receivables, notes receivable, other receivables, invento-
ries (raw materials, work in progress, finished goods, goods
for resale), prepaid expenses (advances paid), and other
current assets. Liabilities include: short-term liabilities

105



Financial Strategies of Innovative Economic Development. Ne 3 (63), 2024

Table 1 — Definition of the concept of “working capital” of the enterprise
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Source

Table 1 Definition of the concept of “working capital”
of the enterprise

Keywords

Gotsulyak S.M. [4]

Working capital of an enterprise is a set of economic relations
related to the formation and use of financial resources necessary to
ensure the efficiency and continuity of the enterprise's operation in
the short term.

— a set of economic relations

Peltek L.V., Pisarenko S.M.
[5]

- monetary resources or a group of mobile assets of an enterprise with
a period of use of up to one year, which directly serve the operating
activities of the enterprise and, due to the high level of liquidity,
should ensure its solvency under current financial obligations;

— monetary resources

Soroka R.S. [6]

Working capital is the financial resources of enterprises that are
invested by them to form current assets in order to generate profit;

— financial resources of
enterprises

Podderyogin A.M. [7]

Working capital (current assets) are funds advanced to current
production assets and circulating assets to ensure the continuity of
the production process, sales of products and profit.

— funds advanced to working
capital and circulating assets

T.V. Droboshevskaya, L.M.
Filstein [8]

Working capital is money invested in working capital and means of
circulation in order to ensure the process of production and sale of
products and, under favorable conditions, to make a profit.

— cash invested in working
capital and circulating assets to
ensure the production and sale of
products

Mazaraki A.A. [9]

Working capital is a set of material and monetary assets (economic
resources) of an enterprise that are in constant circulation, change
their material form during one operating cycle and transfer their
value in full to the goods sold by the enterprise

— a set of material and monetary
assets

Azarenkova G.M. [10]

Working capital is cash resources invested in current production
and circulating assets to ensure continuous production and sale
of manufactured products and which participate in the production
process once and fully transfer their value to the cost of production

— monetary resources that are
invested in current production
assets and circulating assets to
ensure continuous production

(accounts payable, notes payable, short-term loans and
borrowings), liabilities to the budget and social funds (tax
liabilities, contributions to pension and other social funds),
advances received (prepayments from customers for future
deliveries of goods or services).

The key aspects of working capital management
include:

1. efficient cash management: ensuring sufficient
liquidity to cover current liabilities;

2. control over receivables: implementation of an effec-
tive credit and collection policy;

3. optimization of inventories: a balance between the
adequacy of inventories for a continuous production pro-
cess and minimization of storage costs;

4. management of short-term liabilities: effective plan-
ning and repayment of short-term loans and debts.

Management of these components is important for
ensuring financial stability and economic security of the
enterprise.

Economic security is an important element of the suc-
cess and stability of enterprises and depends on the abil-
ity of managers to respond to potential threats in a timely
manner and quickly adapt to changes in the economic envi-
ronment. At the same time, each component of economic
security, including financial, legal, human resources, tech-
nological and information security, has its own weight and
affects the overall state of the enterprise. When studying
the structure of economic security, it is important to take
into account that all components are interconnected and
form the basis for the stable development of the enter-
prise. Each of these components is important for ensur-
ing the effectiveness of the company’s economic security.
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The interaction between them and the formation of an
integrated approach allows the enterprise to optimize its
activities, reduce risks and ensure sustainability in difficult
market competition conditions [3].

The main criterion for the economic security of an
enterprise is the economic effect obtained by the enterprise
as a result of its business activities. Thus, the main goal of
economic security of an enterprise is to ensure constantly
stable and maximally efficient functioning of the enterprise
and to ensure high potential of its development. One of
the functional goals of economic security is to ensure the
efficient use of all types of resources. At the same time,
to increase economic efficiency, an enterprise seeks to
improve the use of a set of corporate resources, among
which labor, material and information resources are of par-
ticular importance [11].

Therefore, in our opinion, working capital is not just
cash on the account, but a dynamic resource that ensures
the continuity of the company’s operations. Effective
working capital management directly affects the liquidity,
solvency and overall financial stability and economic secu-
rity of the enterprise.

The policy of managing current assets is key to ensur-
ing the continuity and efficiency of the company’s current
operations. To effectively manage working capital, first of
all, it is necessary to study its circulation. This will help
identify the main aspects that shape working capital man-
agement. The working capital cycle includes six stages
(Fig. 1).

Working capital management should be viewed not
just as a type of management, but as a system that inter-
acts with internal and external factors of influence, as well
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Fig. 1 — Scheme of the working capital turnover

Note. Complies by the author.

as with the consequences that Liabilities arise as a result
of effective or ineffective management. A working cap-
ital management system based on certain methods is an
important component of ensuring the effective operation
of enterprises.

Working capital analysis is an important step in the
financial analysis of a company. Working capital reflects
the difference between current assets and current liabili-
ties and reflects the financial resources that are invested in
current assets (such as inventories, accounts receivable) to
ensure the operating activities of the enterprise.

In our study, we analyzed the state of current assets of
Zaporizhstal PJSC (Tabm. 2).

During 2021-2023, PJSC «Zaporizhstal» underwent
significant changes in its financial position. Non-current
assets decreased significantly, especially in 2023, which
may indicate the sale of assets or their revaluation. On the
contrary, current assets increased in 2023 after a decline in
2022, which may indicate an increase in operating activ-
ities. Total assets (balance sheet) decreased in 2022 but
recovered in 2023. Equity has been decreasing for three

years, which may indicate a decrease in profitability or an
increase in liabilities.

Working capital management requires the cooperation
of all business units (finance, procurement, sales, logis-
tics...) Insufficient working capital can lead to insolvency,
loss of counterparty confidence, and even bankruptcy.
Excessive levels lead to unjustified expenses and reduced
profitability. Therefore, for effective working capital man-
agement, it is necessary to ensure optimization of all com-
ponents (Fig. 2).

Thus, an integrated and flexible approach to working
capital management will allow the company to maintain
financial stability and increase the efficiency of its oper-
ations.

In light of the rapid pace of technological development
and growing competition, companies need to constantly
update their working capital management strategies and
implement new approaches and innovative solutions. In
this context, we propose the following approaches (Fig. 3).

These approaches will allow companies to optimize
the use of their working capital, reduce financial risks, and

Table 2 — Financial condition indicators of PJSC "Zaporizhstal" for 2021-2023

2021 2022p. 2023p.
(in thousands of UAH) | (in thousands of UAH) | (in thousands of UAH)
Non-current assets 25201 278.00 22 600 343.00 5147 796.00
Current assets 51425 691.00 46 796 743.00 55847 755.00
I;(())rlll—gsurrent assets held for sale and disposal 265.00 267.0 267.00
Balance sheet 76 627 234.00 69 397 353.00 77 617 483.00
Shareholders' equity 44215 015.00 39 845 700.00 36 721 228.00

Source: compiled by the author based on [12, 13, 14].
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— a balance must be found between sufficient inventory, receivables and
monetary assets, taking into account the specifics of the industry

— to improve the accuracy of forecasting and decision-making, it is necessary

to implement modern enterprise resource planning (ERP) systems, business
intelligence (BI) systems and other modern digital tools that will optimize
working capital management processes

— it is also possible to minimize potential losses and ensure the stability of the

credit risks)

financial condition of the enterprise through the use of methods for assessing
and managing risks associated with working capital (currency, interest rate,

— while managing working capital, it is important to take into account
macroeconomic trends, changes in legislation, currency fluctuations and other

unstable

external factors in working capital management. This is especially important
now during the war, when the economic situation in Ukraine is extremely

— the company should be ready to quickly adapt its working capital
management strategies in response to changes in the external environment

Fig. 2 — Effective working capital management components

ensure the stability of their financial position, which con-
tributes to their success and competitiveness.

Conclusions

Identification of working capital sources, stabilization of
its flow and effective management of its components (mone-
tary assets, receivables, inventories, short-term liabilities) are
key aspects that affect the financial stability of an enterprise.
Working capital management should be viewed as a system
that takes into account internal and external factors, as well
as the consequences of effective or ineffective management.

Ensuring the economic security of an enterprise
requires an integrated approach to managing all types of
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resources (labor, material, information), which will allow
the company to reduce risks, optimize its operations and
ensure sustainability in a competitive environment. Effec-
tive working capital management is an important tool for
achieving this goal, so it is very important to create an
atmosphere in the company where each employee under-
stands their role in ensuring the efficient use of working
capital.

In our opinion, the implementation of our proposed
approaches will allow an enterprise to turn working capital
management into a powerful strategic tool that ensures not
only economic security but also sustainable development
even in conditions of instability and crisis.
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The.usg of Use of machine learning algorithms to predict changes in demand
. art1ﬁc1al for goods and services, which will allow for more efficient inventory
intelligence management.
and data
analytics Automation of customer lending decision-making processes based
on the analysis of their creditworthiness and payment history.
Ecol'ogically The concept of "green" logistics management, which involves
oriented minimizing emissions and reducing the cost of transporting goods
approaches  should be used.
Shifting to environmentally friendly alternative materials and
packaging to reduce negative environmental impact and optimize
costs.
Flexib.le Introduce flexible financing methods, such as crowdfunding or peer-
financial to-peer loans, to quickly raise additional funds when needed.
management
Developing flexible financial strategies that allow us to respond
quickly to changes in the internal and external environment.
Cr_ea'ting Developing digital platforms for cooperation with suppliers and
digital customers to optimize the supply chain and reduce the turnover time
platforms and  of goods.
ecosystems
Creating ecosystems where different companies can share resources
and services to optimize working capital management.
Proces§ Implementation of automated inventory management systems and
automation data collection and analysis processes to effectively control working
capital.
Development of software for automatic monitoring and management
of accounts payable and receivable.

Fig. 3 — Working capital management approaches
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The article is devoted to the study of the problems of the formation of the concept
of organizational and economic mechanism for ensuring the economic security of
the enterprise in modern conditions for the development of the domestic economy.
In particular, scientific approaches to the definition of the concept of «mechanism
for ensuring economic security» are analyzed, as well as the interpretation of the
category «organizational and economic mechanism for ensuring the economic
security of the enterprise» is summarized. The study of the organizational and
economic mechanism for ensuring the economic security of the enterprise from
the point of view of an integrated approach makes it possible to present it as a
holistic system, which is formed from a set of interrelated elements. The concept
of enterprise security is a holistic and systematic understanding, vision and
representation of ways to eliminate hazards that really threaten or may threaten the
enterprise from the inside and outside, as well as ways to minimize possible harmful
consequences. The sequence of stages of formation of the concept of management
of financial security of enterprise has been formulated: analysis of risks and
threats to financial security of enterprise; development of methodological tools for
assessing the state of economic security of enterprise; development of a strategy for
managing the financial security of the enterprise; development of a mechanism for
managing the financial security of the enterprise; assessment of the effectiveness
of the implementation of the concept of managing the financial security of the
enterprise; adjustment of tactics and strategy of financial security management
in accordance with changing conditions. It is shown that the mechanism of
economic security of enterprise functioning is a set of: philosophy of economic
security of enterprise; functions that implement the process of managing economic
security; resource support for the mechanism; target orientation, containing the
main organizational forms and economic tools necessary to ensure the economic
security of the functioning of the enterprise. The general algorithm of the process
of organizing financial security has been induced.

MPOEKT EKOHOMIYHOI BE3NEKHW OPTAHI3AIIIL

Kucinsosa LIO.
3anopizbkuil HAYIOHANILHUL YHIgepcumem

Yxpaina, 69600, 3anopiscoics, eyn. Kyrxoscvrkoeo, 66

Kurwouogi ciioBa:

Oe3reka, eKoHOMiuHa Oe3reKa,
MeXaHi3M 3a0e3IMeucHHs
€KOHOMIYHOI O€e3IIeKH,
YIPaBIiHHSI €KOHOMIYHOIO
0e3IeKolo.

CrarTio TPUCBSIYEHO JOCHI/PKEHHIO MpooneMariki (OpMyBaHHS KOHIICMIIT
OpraHi3aliifHO-eKOHOMIYHOTO MeXaHi3My 3a0e3leueHHs] €KOHOMIYHOI Oe3nexu
MIiAMPUEMCTBA B CyYaCHUX YMOBaX PO3BHTKY BITUM3HSIHOI EKOHOMIKH. 30KpeMa,
MpPOaHANi30BaHO HAYKOBI IIIXOAM A0 BH3HAUCHHSA TIOHATTS «MEXaHI3M
3a0e3nmedeHHss €KOHOMIYHOi Oe3meKm», a TaKoK Yy3arajdbHEeHO TpaKTyBaHHS
KaTeropii «opraHizaliiHOo-eKOHOMIYHHA MeXaHi3M 3a0e3MeueHHs] €KOHOMiYHO1
Oe3reKu MiANPUEMCTBa». BHUBYEHHS OpraHizaliiiHO-eKOHOMIYHOTO MeXaHi3My
3a0e3reueHHsT €KOHOMIYHOT Oe3NeKd MiINpUEMCTBA 3 TO3UMLii KOMIUIEKCHOTO
Mi/IXO/Y JIa€ 3MOTY TTOJIATH HOTO SIK ITUTICHY CHCTEMY, sIKa ()OPMYETBCS 13 CYKYITHOCTI
B3a€MOIIOB’I3aHUX ejeMeHTiB. KoHmentiss Oe3neKu miamprueMcTBa SBISIE COO0I0
[UTiCHE Ta CHUCTEMHE pO3yMiHHs, OaueHHS Ta YSIBIECHHS NULIXiB YHHUKHEHHS
HeOe3IeK, SKi pealbHO 3arpoXyloTh a0 MOXYTh 3arpOKyBaTH MiANPUEMCTBY
30BHI 200 3CepeIUHM, a TAKOXK CIOCI0 MiHIMI3aIlii MIKIJTMBUX HACIIIIKIB.
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CdopmynboBaHa IMOCTITOBHICTE eTamiB (OPMYBaHHS KOHIICTIIi YHpaBITiHHS
(hinaHCOBOIO OE3MEKOI0 MiANPHEMCTBA: aHAJI3 PU3WKIB Ta 3arpo3 (iHaHCOBIH
Oe3rerri; po3poOKka METOOJOTIYHOTO IHCTPYMEHTAPIIO OI[iIHKK CTaHy €KOHOMIYHO1
Oe3MeKy MiANPUEMCTBA; PO3pOOKa CTpaTeril yrpaBliHHA (iHAHCOBOIO OS3MEKOI0
HiANPUEMCTBA; pPO3poOKa MeXaHi3My VYNpPaBIiHHSA (IHAHCOBOIO OE3MeKOr0
MATNPUEMCTBA; OLIHKA e(QEeKTUBHOCTI peaizamii KOHLENNii yNnpaBIiHHA
(hiHaHCOBOIO OC3MEKOI0 MiNMPUEMCTBA; KOPUTYBaHHS TaKTHKHA Ta CTpaTerii
yHOpaBiIiHHS (iHAHCOBOIO OE3MEKOI0 y BiANOBITHOCTI 10 3MiHM 30BHIITHIX YMOB.
ITokazaHo, 110 MeXaHi3M €KOHOMIYHOi Oe3nekn (PyHKIIOHYBaHHS ITiIIPHEMCTBA
ABJIE€ COOOI0 CYKYMHICTh (hinocodii eKOHOMIYHOI Oe3NeKd MiJIpHEMCTBA;
(yHKIIIH, SIKi pealtizyloTh IPOLEC YIPaBIiHHI eKOHOMIYHOIO O€3MEK0I0; pECypCHE
3a0e3reueHHsT MEXaHi3My; MLiJbOBa CHPSIMOBAHICTb, $Ka MICTHTh OCHOBHI
opraHizarmiifHi ¢opMH Ta eKOHOMIYHI IHCTPYMEHTH, HEOOXiTHI AT 3a0€3MeUCHHS
eKOHOMIYHOT Oe3MeKy (PyHKI[IOHyBaHHS I IIPUEMCTBA.

IToOGynoBaHO 3arajbHHMI AITOPUTM MPOIECY oOpraHizamii ¢iHaHCOBOI Oe3meku

HiANPUEMCTBA.

Problem statement

In the context of post-crisis economic development,
instability of the external environment and lack of finan-
cial resources, one of the main tasks of an entity is to deter-
mine the optimal financing strategy that ensures maximum
profit growth at minimal risks. Today, borrowed funds are
the main resource for providing money for the economic
activities of enterprises, regardless of their ownership. In
this regard, there is a problem of financial security of the
enterprise.

Hence, the key elements of financial management are
well-developed long-term financial policy, investment
portfolio management, effective control over the own and
borrowed capital ratio, which assess the financial stability
and independence of the organization. An important ele-
ment is the formation of an effective mechanism for ensur-
ing the financial security of the enterprise.

Analysis of recent researches and publications

Domestic and foreign scientists such as Y.V. Bas,
T.V. Butenko, Y.A. Buchakchyska, T.S. Karpova, O.S. Kor-
pan, L.Y. Naumova, G.O. Partin, an and others deal with
the development of issues related to the formulation of the
economic essence of project approach to the organization
economic security, its tasks, management methods, stages
of development, etc. However, this issue is not sufficiently
developed, in particular, the ambiguous definition of the
concept «project approach to the organization economic
security».

Formulating of objectives

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

Presentation of the main research material

The project approach to the organization economic
security is a purposeful method of future economic system
forming. Such complex characteristic as economic security
of the organization takes into account the totality of finan-
cial, social, production, investment, innovation, resource,
industrial and environmental and other potentialsy» [21,22].
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In the process of forming a plan to ensure the economic
security of the organization, it is necessary to identify its
key determinants and determine the appropriate indicators,
which will assess the need for resources, time and oppor-
tunities to increase the level of economic security. In our
opinion, it is advisable to single out the key determinants
of the economic security of the organization, taking into
account the levels of its provision. For this purpose it is
necessary to distinguish macro-, meso- and micro-levels.

The composition of the key determinants in the system
of organization economic security is given in Table 1.

The process approach [7] allows to ensure economic
security through the proper organization as well as man-
agement and improvement of organization financial and
economic processes. The advantages of this approach
include the independence of employees and departments
in making managerial decisions, concentration on work,
a large distribution of responsibility, minimal control and
administration [73].

At the same time, it is not without drawbacks, such
as inefficient use of resources, due to tight deadlines and
“safe” assessments of tasks, including time reserves,
the preservation of the risks of delaying the completion
of tasks. So the hard finish dates of tasks, typical of any
repetitive processes, require appropriate reserves of time,
which leads to insufficiently efficient use of resources. At
the same time, the risks of task delays remain. [73] These
factors show the internal reserves of growth for the organ-
ization.

Nowadays in practical activities, there are trends in the
transition from traditional theoretical approaches to the
management of the organization (situational, structural
and functional [6, 30, 92]) to relatively new (process and
project) approaches.

The need for the existing approaches evolution is due
to the shortcomings identified as a result of the analysis of
the processes of financial and economic activities of organ-
izations, based on the study of the tools of each approach
and the methodology for studying the category “economic
security of the organization” (Table 2).

The process approach is a natural evolution of the func-
tional approach. Each business process is a logical series of
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Table 1 — Key determinants of economic security of the organization

Level of economic security

Key determinants

Micro level Financial

Meso-level Industrial
Production
Territorial
Informational

Macro level Political

Socio-economic

Resource (personnel, raw materials)

Sales

Social

Investment technology

Industrial-ecological

Managerial

Institutional

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

Approach The basis of organizational structure Disadvantages
Situational Adaptation to the environment Inconsistency between departments
Structural Hierarchical basis Bureaucracy, inefficient methods, low motivation
Functional Principle of functional areas Lack of interest in the final product

interdependent actions, using the resources of the organi-
zation, aimed at obtaining the final result necessary for the
organization and satisfying the interests of customers. In
this case, the process is considered as a mode of operation,
reflecting the change in the states of the system.

Taking into account the fact that functions and processes
cannot exist in isolation from each other, modern enter-
prises have to combine functional and process approaches.
To do this, it is necessary to simultaneously design the
organizational structure (functional areas) and the order of
interactions within this structure (processes)”[51].

Analysis of the influence of the external environment
on the efficiency of production using the process approach
showed the impossibility of obtaining a long-term com-
petitive advantage due to the possibility of applying sim-
ilar procedures by competitors. Therefore, only business
models (processes) and complementary assets that are
difficult to replicate by competitors give a competitive
advantage [5].

In the conditions of an innovative economy, the effec-
tiveness of the process approach in comparison with oth-
ers has strengthened its position in operational manage-
ment, but as a tool for implementing strategy and strategic
changes in the organization, business structures prefer pro-
ject management.

Economic security is an important element of the
strategic management system of the organization. In our
opinion, it is advisable to consider increasing the level of
economic security of the organization as a project, that is,
to interpret this category from the standpoint of the pro-
ject approach [73]. The project approach assumes the pos-
sibility of solving any technical problem with a sufficient
amount of time and money. One or more resources are
often scarce in practice, necessitating the development of
tools for this approach.

The essence of project management is expressed by the
implementation of the project with the maximum possi-
ble efficiency with time constraints, financial and material
resources, as well as high requirements for the quality of
the final results of the project. The content of the project
will be the economic security of the organization, the target
component of the project is the achievement of a certain
level of economic security of the organization, in the role
of classical constraints — time and resources.

So let highlight the main features of the project “Eco-
nomic Security of the Organization™:

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

2. The need to comply with the financial and time con-
straints of the project under the influence of external and
internal threats.

3. The uniqueness of each project is determined by its
target component (overcoming the crisis, increasing indi-
vidual indicators, achieving the optimal level).

4. Purposeful transfer of the system from the existing
state to some desired state”[73].

In our country, the project approach is now actively
developing on the basis of such sciences as management,
marketing, HR management and others, and is being imple-
mented in organizations of various industries. Reasonable
use of project management tools is aimed at creating an
integrated methodology for implementing this approach in
the activities of the organization.

The main difference between a business process
and a project is its repetition or reproduction over time.
The project involves the creation of a unique product,
“through the implementation of complex activities and
the provision of continuous integrating and coordinating
influence with strict restrictions on time, costs and quality
of work”[51].
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Obviously, management needs to clearly understand
the results of the business. The business case for the need
to implement a project management system for an organ-
ization requires its initial comparative assessment with
traditional methods. The results of the comparative assess-
ment are presented in Table 3.

The introduction of professional methods of project
management into the organization’s activities increases
production efficiency, and allows achieving target results
with minimal costs. According to some estimates[77], the
effectiveness of the implementation of the project manage-
ment system is confirmed by an increase in the value of
the business by up to 20% due to the improvement of the
quality of planning and the most efficient use of resources.

At the same time, the implementation of the project
approach is associated with certain difficulties and prob-
lems of an organizational and technical nature.

The first problem is the interpretation of the category
of “project”.

A misunderstanding of the essence of the project struc-
ture can lead to complete organizational and managerial
chaos. Nowadays, depending on the conditions of oper-
ation, industry affiliation, market conditions and other
factors in different organizations, different initiatives are
understood as a project.

As an independent field of knowledge, project manage-
ment has existed for quite a long time, but the interpreta-
tion of the category “project” under the influence of trends
occurring in the development of the theory and practice of
project management continues to be clarified. Despite the
existing differences in the definition of the essence of the
project, there are common features that allow us to identify
it as an activity aimed at achieving a specific result in the
foreseeable future with fixed deadlines and budget.

It should be remembered that each project is inherently
unique. Therefore, for different types of projects, depend-
ing on the goals and limitations, it is advisable to develop
an individual risk management system with the appropriate
depth and evaluation intervals, as well as a set of measures.
Planning project activities, in contrast to the current one,
is a more complex and responsible procedure, since the
risks inherent in projects due to its uniqueness are much
higher. The development of the theoretical basis of project
management and the generalization of practical experience
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made it possible to apply this approach in each organiza-
tion that needs specific systemic changes.

The achievement of the set goals and effective results
is ensured by the rational use of all resources in the pro-
cess of developing its activities. Thus, the management of
the organization, when deciding on the transition to project
management, should correlate its business idea with the
main features of the project. The transition to the project
“rails” for the sake of the transition itself will not allow
you to get the expected benefits, but it will not save you
from the complexities and costs of implementing and
implementing this approach. “The second problem is the
readiness to switch to the project system [55]

The introduction of project management in an organi-
zation with a linear management structure is accompanied
by a transformation into a matrix structure. In this case,
each employee simultaneously reports to the heads of the
structural unit and the project, which requires a clear prior-
itization of tasks, rational allocation of resources, detailed
time planning and consistency of managers at various lev-
els.

In practice, the following key stages of the transition to
the project system are distinguished:

1. Creation of a unified procedure for project manage-
ment, described in the relevant regulations.

2. Reorganization of the company.

3. Clear functional separation of employees and depart-
ments within the projects.

4. Coordination of projects.

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

Thus, in order to move to full-fledged project manage-
ment, the organization must reach a certain level of maturity.

The third obstacle on the way to the project system
is the cost of setting up project management. The cost of
implementing a project management system is determined
by the size of the organization and the cost of the project
management information subsystem responsible for pro-
ject planning, budgeting, database of implemented pro-
jects, etc.

There are the following main strategies for optimizing
the cost of implementing project management:

1. Development of internal methods with the partici-
pation of competent employees involved in projects, and

Table 3 — Comparison of traditional methods and project management

Parameter

Traditional approaches

Project approach

bureaucratic
administrative-command

Management methods

modern market relations

Methods of work and expense

planning resources

obsolete, inefficient use of material and human

detailed planning, optimization of all costs
and resources,

Motivation for the final result No

reasoned

Timing of work

delayed deadlines for work

in the shortest possible time

Approach to the organization and departmental competitive basis a
selection of specialists
Interest in high quality of work No focus on high quality

The ratio of time costs and quality of

work quality

excessive involvement of employees, loss of

minimum necessary time expenditure for
high quality

Work costs

do not correspond to their real volume

for the amount of work performed 1
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the involvement of specialists from a consulting firm. This
method of transition to project management takes more
time, but is cheaper.

2. The use of start-up consulting in key departments
of the organization in order to move the formulation of
project management “from the dead point”. This method
is relatively fast, but requires large financial investments.
Obviously, the costs of implementing project management
should not exceed the expected benefits from its use.

The next organizational problem in the transition to
project management is the issue of combining process and
project activities. The introduction of project management
involves reorganization and changes in the organizational
structure. The responsibility of a manager who applies a
functional or process approach is to solve specific prob-
lems, form business processes and control personnel. With
the implementation of the project approach, the control of
process stages and their boundaries moves from functional
managers to project managers. Thus, in order to ensure the
sustainability and increase the efficiency of the organiza-
tion’s activities, it is necessary to define formal rules for
the coexistence of process and project activities.

The next issue is the control of project costs. To solve
it successfully, it will be necessary to review the applied
planning methods and the level of control. “It is advis-
able to plan the costs of the project in proportion to the
cost of working time for the implementation of the project
and coordinate with the management. Project costs should
be controlled on the basis of their compliance with the
planned level on the basis of the distribution of personnel
time and salary costs according to the relevant drivers [75].

At the same time, the control of project costs must
comply with the principles of expediency and economy,
otherwise bureaucratic administrative and command meth-
ods of control can lead to irreversible consequences for the
“project team”, violating the corresponding necessary level
of trust.

Successful completion of any project is possible with
a comprehensive accounting of two components of project
management:

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

1. The managerial competence of project management
is determined by the unity of the project team, the level
of communication, the motivation system and the focus
on the result. It is the ability to form a team charged with
obtaining the necessary “product” as a result of the project,
in conditions of limited material and time resources, to
instill in it the psychology of success, is often a key factor
in leveling some inevitably arising technical inaccuracies
due to the uniqueness of the project.

Accounting, monitoring and analysis of these factors
is a very laborious process that requires significant time
and certain financial costs, which necessitates the alloca-
tion of a full-fledged system responsible for ensuring the
economic security of the organization. At the same time,
it is impossible to ensure full monitoring and accounting
of these factors in the absence of an appropriate system
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for ensuring the economic security of the organization. The
system itself needs appropriate theoretical, methodological
and legal support. Theoretical aspects of economic secu-
rity, such as threats, criteria, indicators and indicators in
practice do not receive real application due to the lack of
specific management decisions aimed at both “targeted”
troubleshooting in the system (tactical measures) and
promising strategic measures [74].

Thus, economic security as a project is defined as a set
of management decisions of an organizational and eco-
nomic nature that regulate the process of the organization’s
activities under the influence of various kinds of threats in
the appropriate regulatory and legal form.”[74]

To date, the combination of project and process
approaches seems to be very effective. At the same time,
the introduction and application of this methodology
requires the development of an appropriate corporate
standard for the unification of management procedures
and uniform measures for the application of process or
project approaches, depending on the activities carried
out. “Ensuring a harmonious combination of process and
project activities in the organization involves the following
stages:

1. Development of the structure of operational activi-
ties of the organization. At this stage, the project manag-
ers conduct a formal description of the organizational and
functional structure of business processes, the allocation of
all functions of the organization, the appointment of per-
formers. Partial restructuring of business processes allows
you to replace redundant and duplicate functions with
missing ones.

2. Creation of mechanisms for the implementation of
processes in project form:

— construction of alternative options for the imple-
mentation of processes;

— adaptation of the company’s management system
and transition to the implementation of projects;

— formation of regulations for the interaction of pro-
cess owners with project managers.

3. Creation of mechanisms for unified project imple-
mentation. The processes required for project execution
are grouped and described in the form of procedures [51].

Each procedure is assigned a manager who controls its
effective implementation and further development, which
ensures equality between projects and processes. The
result of the project can be not only products, but also the
solution of certain internal tasks to improve the quality of
products and the efficiency of labor organization, optimiza-
tion of financial flows.” [74]

In view of the above, economic security can be con-
sidered as the content of the project. Today, project man-
agement is an integral part of the organization’s manage-
ment system. In our opinion, the PRINCE2 methodology is
most convenient for the purposes of the project “Economic
Security of the Organization”. Let’s fix the main stages of
work on this project:

1. Determination of the deviation of the actual indica-
tor from the target.

2. Identification of threats to the economic security of
the organization.
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Table 4 — Correlation of the main components of the economic security of the organization and the procedures of the

project approach [73].

Components of the EB system Procedures consistent with

Contents of the project

EB, threshold values of indicators

the project approach "Economic security of the organization"
1 Determining the level of Beginning of the project Ta Determining the deviation of the actual level of economic
Economic Security (SU). security of the organization from the target
2 Threats of EB Identification of EB threats
3 Criteria, indicators, indicators of | Project Planning (PL). Calculation of scenario options for the ratio: a) high budget,

short-term period; b) average budget, medium term; c) low
budget, long-term period.

4 Measures to counter threats Project management (DP).

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

5 Countermeasure mechanism Stage Control (CS). Stage
boundary control (SB).
Product Manufacturing

Management (MP).

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

6 Monitoring Project Completion (CP).

Identify your organization's EB threats according to key
determinants

Calculation of scenario options for the ratio of financial
resources and time: a) high budget, short-term period;

b) average budget, medium term;

3. ¢) low budget, long-term period.

4. Solving the problem of optimizing the distribution
of time and financial resources of the organization;

5. Drawing up an action plan — Gantt schedule for three
periods (short-term, medium-term and long-term);

6. Identification of threats to the economic security
of the organization in accordance with the main determi-
nants [73].

Next, we will adapt the main stages of work on the pro-
ject to the PRINCE2 methodology. Let compare the main
components of the economic security of the organization
and the procedures of the project approach. The results
obtained are presented in Table 4.

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

Further assessment of the level of economic security
is carried out as follows: 1) on the basis of the traditional
approach, the main indicators are identified in accordance
with the key determinants characterizing the activities of a
particular organization at the macro, meso- and micro levels;

2) calculation of actual values of indicators;

3) determination of threshold values of indicators;

4) comparison of actual and threshold values of indi-
cators;

5) allocation of “sagging” indicators;

6) determination of the minimum (min), average (ave)
and maximum (max) time required to achieve the target
value of the indicators;

7) determination of the minimum (min), average (ave)
and maximum (max) budget necessary to achieve the tar-
get value of the indicators;

8) ranking of threats to economic security;

9) formation of a plan of measures to ensure economic
security [74].

The proposed methodology makes it possible to adapt
the process of ensuring economic security taking into
account all its applicable organizational structure.

Conclusions

Despite the shortcomings the project approach to the
organization economic security is a purposeful method of
future economic system forming. The use of this approach
allows you to optimize the resources of the enterprise,
clearly build an algorithm for carrying out work, thereby
allowing you to achieve the goal in the shortest possible
time and avoid unnecessary expenses.
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the stable operation of the most important elements; coordination of economic
interests; the state of protection against various threats and dangers; the state of
the production system, which ensures the prevention or reduction of the level of
risk impact on the stability of functioning and development of enterprise; the state
of economic development, which ensures independent. The concept of «economic
security» is revealed. The concept of «financial security» is substantiated. The
emergence of the concept of «financial and economic security» is studied. The
purpose of ensuring the financial and economic security of enterprise is disclosed.
The author’s own definition of financial and economic security is provided. The
criteria for determining the financial and economic security of enterprise are
defined and substantiated: functional, static and resource. The conclusions on the
emergence, essence and prerequisites of the concept of «financial and economic
security» are provided.

PIHAHCOBO-EKOHOMIYHA BE3IIEKA INIJAIIPUEMCTBA:
CYTHICTb, 3HAYEHHSA TA HEPEAYMOBU BUHUKHEHHS

Credpanuk C.M.
3anopisbkuii HayioHarbHULl yHieepcumem
Yxpaina, 69600, 3anopiscorcs, eyn. JKyrxoscvkoeo, 66

Kurouosi cioBa:

OesIeka, EKOHOMIYHA Oe3IieKa,
(inancoBa Oe3mneka, hiHAHCOBO-
€KOHOMIYHa Oe3MeKa,
HiANpUEMCTBO, (hiHAHCOBI
pecypcH, pU3MK, 3aXHIIEHICTB,
IHHOBAIi1, TPUOYTOK.

[IpoaHanizoBaHo TOHATTS «Oe3Mekay 3a pPi3HUMH HAyKOBISIMH. Bu3HaueHO
MiIXOAM 10 CYTHOCTI MOHSTTS «0e3meka». Y3arajJbHEHO JyMKH MPOBiTHHUX
EKOHOMICTIB IIOAO0 BHW3HAYCHHS TIOHATTS «EKOHOMiduHA Oe3leKay 3aJeKHO
BiJl 3MICTy Ta BaXJIMBHX O3HAK. PO3KPHUTO MOHATTS «EKOHOMidHA Oe3IeKay.
OOrpyHTOBaHO MOHATTS «(piHaHCOBA Oe3mekay. JI0CiHKEeHO BAHUKHEHHS ITOHSTTS
«(piHaHCOBO-CKOHOMIYHa Oe3meka». Po3kpuTo MeTy 3a0e3reucHHs (hiHAHCOBO-
CKOHOMIYHOT Oe3reku mianpueMcTBa. HamaHo BiacHe BU3HA4YCHHs (DiHAHCOBO-
€KOHOMIYHOT Oe3reKku. Bu3HaueHo Ta 0OIPYHTOBAHO KPUTEPIl 11100 BU3HAYCHHS
(hiHaHCOBO-€KOHOMIYHOT Oe3MeKH MiANPHEMCTBA: (PYHKIIOHAIBHUHN, CTAaTHIHHUN
Ta pecypcHuil. HajaHo BHCHOBKM IIOI0 BUHMKHEHHS, CYTHOCTI Ta IEPEAyMOB
BUHHMKHEHHS TIOHATTS «()iHAaHCOBO-EKOHOMIYHA Oe3MeKay.

Statement of the problem. In an unstable economic
environment, the activities of domestic business entities
are subject to the risk associated with the negative impact
of external and internal factors. An increase in the level
of risk in the economic activity of an enterprise leads to a
lack of income and profit, loss of liquidity, solvency and
financial independence, causes a decrease in solvency, an
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increase in unreasonable amounts of available and payment
funds, and leads to a crisis situation. Therefore, the priority
goals are to identify the time and level of unexpected situa-
tions that lead to the financial stability of business entities.

Analysis of recent research and publications. The
study of the issue of determining the essence and impor-
tance of financial and economic security is devoted to
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the works of leading domestic economists, in particular:
Belyalov T. E., Korin I. V. [1], Vasyltsiv T. [2], Dekht-
yar N. A., Deineka O. V. [6], Moiseenko 1., Marchenko O.
[10]. However, despite the thorough developments of
these scientists, it should be noted that financial and eco-
nomic security are considered as separate parameters,
but since financial security is a component of economic
security and the principles of their provision are based on
common goals and objectives, therefore, in our opinion,
in an unstable economic situation they should be consid-
ered comprehensively as financial and economic security
of the enterprise.

Formulation of the objectives of the article. The pur-
pose of this scientific study is to define the essence and
meaning of the concept of financial and economic secu-
rity of enterprise and to determine the prerequisites for the
emergence of this concept.

Summary of the main research material. In modern
scientific literature, the concept of «economic security» is
often identified with the general category of «security».
In some literature, security is defined as a situation where
everything is in a place of reliable protection and is not
negatively affected by everything that exists. In a broad
scientific sense, security is understood as the protection of
natural and physiological, socio-economic, ideal-spiritual
and situational needs of resources, technologies, informa-
tion and moral ideals necessary for the life and develop-
ment of the population.

An analysis of the scientific literature shows that there
is no single definition of the category «security», so it is
defined as the condition of the facility, the order of prop-
erty, the capacity of the facility, the guarantee and the
required state, etc (Fig. 1):

In addition, security is understood in situations where
there is a complex system, where the actions of external
and internal factors do not lead to paths that are consid-
ered bad in relation to this complex system according to the
available needs, knowledge and ideas.

Security is one of the basic human needs, i.e. it is very
important for society. The study of scientific literature has
confirmed the contradictory interpretation of the concept
of «financial and economic security of business», since the
existing methods reflect the essence of «financial security»
or «economic security».

The generalization of the opinions of leading econ-
omists on the definition of the concept of «economic
security» can be divided into the following main groups
depending on the content and important features:

— the condition of efficient use of resources to prevent
risks and create conditions for the stable operation of the
most important elements (Varnalii Z. S., Gaponenko V.,
Bespalko A., Vlaskov A., Gusev V., Demin V., Kuzin B.,
Grunin O. A, Ilyashenko S. N., Kuzenko T. B., Kirienko A. V.,
Sudoplatov A., Lekarev S., Oleynikov E. A.) [6];

— coordination of economic interests (Kozachenko H.,
Ponomarev V., Lyashenko O. [8]);

— the state of protection against various threats and
hazards (Bendikov M., Dykan V., Nazarenko I., Kova-
lev D., Sukhorukova T., Ortynsky V., Plotnikova I., Plokh-
ikh D., Shalagin D., Shlykov V.);
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— the state of the production system, which ensures the
prevention or reduction of the level of risk impact on the
stability of the enterprise’s functioning and development
(Tambovtsev V., Lysenko Y., Mishchenko S.)

— the state of economic development that ensures
the independence, stability and ability of an enterprise to
thrive in destructive situations (Datskiv R., Zabrodskyi V.,
Kapustin N., Kostiuk J., Komlyk M., Nikolaiuk S., Niki-
forchuk D., Stakhoviak Z.)

— the condition of protection of the enterprise’s inter-
ests from real sources of risks or financial risks (Shlykov V.
[39], Zubik V. D., Zubik D. V., Sediegov R. S., Raz-
din O. V.) [6].

Thus, the presented groups of definitions of economic
security of an enterprise show that they are based on the
use of administrative, economic and financial concepts,
such as efficiency, effectiveness, resource availability, pro-
tection against external and internal environmental risks,
goal achievement, economic and financial interests, eco-
nomic and financial development.

However, most definitions do not take into account the
most important characteristics of the company’s financial
and economic activities, in particular, the level of remu-
neration, efficiency of formation, distribution and use of
financial resources of the company.

However, most definitions do not take into account the
most important characteristics of the financial and eco-
nomic activities of an enterprise, in particular: the level of
remuneration, the efficiency of formation, distribution and
use of financial resources of an enterprise.

When considering the financial security of an enterprise,
strategic guidelines for the protection of financial interests
are taken into account (Papekhin R. S., Shlemko V. T.,
Binko I. F.).

It should be noted that the most complete methodol-
ogy was considered by the authors who mainly defined
the financial security of the enterprise, its functional
part and resources (Baranovsky O. 1., Epifanov A. O.,
Goracheva K.) [6].

Given that the essence of the concepts of «economic
security of an enterprise» and «financial security of an enter-
prise» is expressed through economic and financial priorities,
which are very difficult to distinguish between the respec-
tive types of security, in our opinion, the systemic concept is
«financial and economic security of an enterprise».

The financial and economic security of an enterprise is
a complex integrated system that includes specific internal
features designed to ensure the efficient use of material,
labor, information and financial resources.

The purpose of ensuring the financial and economic
security of an enterprise is to achieve the highest efficiency
and stability of its operation and create conditions for fur-
ther development by timely detection and prevention of
external and internal risks and threats.

When studying the issue of the concept of “financial
and economic security of an enterprise”, it is necessary to
pay attention to the fact that this issue is not enshrined in
law this issue is not enshrined in law. At the doctrinal level,
there are a large number of approaches to defining the con-
cept of “financial and economic security of an enterprise”
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Security is:
I

State of the object when there are no threats

A property of a system built on the principles of structural stability, self-organization,

—¥and integrity. Each of these properties is system-forming, i.e., the destruction of any

of them leads to the collapse of the system

A 4

The ability of an object, phenomenon or process to preserve its essence in the face of
targeted destructive internal or external influence

A guarantee, a necessary condition for the life of an individual, society, and the state,

which allows them to preserve spiritual and moral values

The category of vital interests used in the National Security Concept of Ukraine

Guaranteed by constitutional, legislative and practical measures protection and

security of the vital interests of the object from external and internal threats

A 4

The conditions in which a complex system is located, when the action of external
factors and internal factors does not lead to processes that are considered negative
for this system in accordance with the needs, knowledge and perceptions available at
this stage

A 4

No threats to vital human interests or unacceptable risk

A 4

A set of measures and resources designed to protect against assets of unlawful
interference and other unlawful attacks

A state of stability and tranquility, the absence of instability that can pose a threat to

human life and health

Fig. 1 — Approaches to the essence of the concept of «security» [9]
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[3]. Thus, I. Moiseenko and O. Marchenko believe that
the financial and economic system is a state that ensures
the protection of its financial and economic interests from
internal and external threats and creates the necessary
financial and economic prerequisites for sustainable devel-
opment in the current and long-term periods [10].

T. Vasyltsiv understands financial and economic secu-
rity as the ability of a business entity to carry out its eco-
nomic activities efficiently and sustainably through the use
of a set of interrelated diagnostic, instrumental and control
measures of a financial nature, which should optimize the
use of financial resources, ensure the proper level and offset
the impact of internal and external environment risks [2].

O. Trukhan defines it as a static direction, that is, as the
result of the enterprise’s activity on a certain date and as
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a dynamic direction — the development of the enterprise
in the conditions of financial and economic security in the
short and long term [11], and V. Ilchuk and V. Sadchykov
consider financial and economic security as the protection
of the capital of enterprises, organizations or institutions,
as well as the willingness to create new mechanisms for the
implementation of financial transactions, protection of the
rights of all participants in financial relations, as well as the
regulation and control of financial and economic

Thus, taking into account the above definitions, we can
define the financial and economic security of an enterprise
as: «the financial and economic state aimed at protecting
its financial and economic interests and protecting it from
negative internal factors and the external environment and
creating economic and financial conditions necessary for
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Financial and economic security of the enterprise

'

Determination criterion

L

Functional —
protection of financial
and economic interests

from external and
internal threats (ability
to detect, eliminate or

neutralize them)

Static — a state of
financial and economic
development
characterized by balance,
sustainability, stability of
the enterprise's
functioning in accordance
with its strategic goals

Resource — the ability
of the financial and
economic system to

ensure continuous
production and
reproduction with a
sufficient amount of
material, labor and
financial resources

Fig. 2 — Criteria for determining the essence of the concept of financial and economic security of an enterprise

Source: developed on the basis of [1]

the continuous successful operation and continuous devel-
opment of the enterprise.

The following criteria for determining the financial and
economic security of an enterprise are distinguished: func-
tional, static and resource (Fig. 2).

An important part of the process of promoting the
improvement of

financial and economic security of an enterprise is
the implementation of financial measures aimed at cov-
ering losses and eliminating their causes, creating, restor-
ing (maintaining) liquidity and solvency, reducing debt,
improving the structure of working capital, etc.

Activities aimed at creating a reliable system of finan-
cial and economic security of an enterprise may include
the use of such economic measures as: improving direct
and indirect costs of activities; presentation of estimated
financing and cash settlements; saving resources; prepay-
ment; improvement of the settlement system; improvement
of the labor incentive system; price adjustments; improve-
ment of financial resources for the operation and develop-
ment of the enterprise.

Thus, the financial and economic security of an enter-
prise is a complex multidimensional concept that requires
detailed study. The problem of developing a unified sys-
tem for assessing the financial and economic security of

business entities remains unresolved. This fact is explained
by the fact that the process of managing the financial and
economic security of an enterprise involves the existence
of related working participants and ensuring the procedure
for selecting, processing and studying data on financial
resources, a sufficient level of solvency and liquidity, plan-
ning and implementation of financial and economic activ-
ities of an enterprise, and introduction of various innova-
tions at all levels of production of goods or provision of
services to increase the level of profit.

Conclusions. Thus, the financial and economic secu-
rity of an enterprise is a complex multifaceted concept
that requires a detailed study. The problem of develop-
ing a unified system for assessing the financial secu-
rity of business entities remains unresolved. This fact
is explained by the fact that the process of managing
the financial and economic security of an enterprise
involves the presence of related functional elements and
ensuring the process of selection, regulation and study
of data on financial resources, a sufficient level of sol-
vency and liquidity, planning and implementation of
financial and economic activities of an enterprise, and
implementation of various innovative actions at all lev-
els of production or provision of services to increase the
level of profit.
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This study explores the essential characteristics of personal social security,
identifies the standards for its adherence, and outlines ways to ensure it. The
relevance of ensuring personal social security in the context of military aggression
and the deepening of related socio-economic problems is examined. The concept
of human social security is justified as a multifaceted process with an objectively
subjective nature. It is determined that personal social security is a result of the
state’s social policy. Special attention is paid to social standards, the observance of
which contributes to ensuring personal social security, as well as to threats that are
particularly acute during the current turbulence in the Ukrainian state. The results
of an expert survey on the issues of social security, specifically its manifestations
for individuals, are revealed. It is determined that ensuring the basic needs of
people in Ukraine is primarily influenced by the external situation in the state and
society. In conclusion, it is summarized that a person, being at the nano-level of
the complex structure of social security, loses their most important life resources
when in danger, which negatively affects the socio-economic potential of the
state. Therefore, ensuring and guaranteeing their protection is a leading factor in
building a competitive economy.

3ABE3IEYEHHSA COLIAJBHOI BE3IIEKH OCOBUCTOCTI
AK ®AKTOP CTAJOT'O EKOHOMIYHOI'O PO3BUTKY JAEPKABU

Yepen A.B., Tpyunos K.C.
3anopizbkuti HAYIOHANILHUL YHigepcUumem

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

Krouosi ciioBa:

comjaibHa Oe3meKa 0CoOMCTOCTI,
coriannHa Oesrneka, 3a0e3meueHHs
COIlaJLHOT O€3IEKH.

JocnimKkeHo CyTHICHI XapaKTEepHUCTHKH COIianbHOi Oe3mekn 0coOHCTOCTI,
BU3HAYEHO CTaHAApPTH il JOTPUMAHHS Ta NUIAXU ii 3abe3nedeHHs. Po3misHyTO
aKTyaJIbHICTh 3a0e3ledeHHst ColliajdbHOi Oe3NmeKH OCOOMCTOCTI B yMOBax
BilicbkOBOI arpecii Ta MOMIMOJEHHS CHPUYMHEHUX Yepe3 Le COoLialbHO-
€KOHOMIYHUX TpoOieM. OOIPYHTOBAHO TOHSATTS COLIANBHOI OE3IEKH JIOAWHU
K 0araToIDTAHOBHH TIpoIeC, SKAH Mae 00 €KTUBHO-CYO €KTHBHHUH Xapakrtep.
BusnHavueHo, mo cormiaspHa 3aXWINCHICTE OCOOM € pPEe3yJabTaTOM COIliaIbHOL
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CTaHIapTaM, IOTPUMAHHS SIKUX CIHOpUsS€ 3a0E3MEUCHHIO COIIaTbHOT Oe3reKu
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SKCIIEPTHOTO OMHUTYBAaHHA 3 MPOOJIEM COLiAIBHOT Oe3NeKH, a came ii MPOsIBiB A
0COOHCTOCTI Ta BU3HAYCHO, IO 3a0e3neueHHs 0a30BUX MOTPed JIIOANHU B YKpaiHi
BU3HAYAETHCS TEPEAYCIM 30BHIITHBOIO CUTYAITIEIO B JepXKaBi Ta CYCIIIbCTBI. Sk
BHCHOBOK ITiJICYMOBAaHO, [0 JIFOJMHA OyIy4l HaHOPIBHEM CKIIQJHOI CTPYKTYpH
colianbHOl Oe3reky B HeOesIeli BTpadyae cBOT HalBaXKJIMBILIl )KUTTEB] pecypcH,
[0 HETaTHBHO BIUIMBAE HA COLIAJIbHO-EKOHOMIYHHH MOTEHIiall Aep>KaBH, TOMY
3a0e3NeUeHHs] Ta TapaHTyBaHHSA ii 3aXHCTY € BHUIICPSIDKAIBHUM (aKTOpOM
po30y10BH KOHKYPEHTOCTIPOMOXKHOI EKOHOMIKH.
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Problem statement and its connection
to important scientific or practical tasks

The timely issue of supporting personal security in a
stressogenic context, driven by the objective dangers of
military actions on the territory of Ukraine, is examined. In
these conditions, the contemporary individual increasingly
requires support from social security institutions. Moreo-
ver, ensuring the social security of individual citizens is
a necessary measure for normalizing the socio-economic
situation in the country as a whole. This is primarily related
to maintaining the health of the population as a socio-eco-
nomic unit, but it also contributes to capital concentration
to ensure effective response to future crises and to increase
GDP in connection with longer life expectancy and higher
living standards.

Thus, the primary stage of economic recovery in the
post-war period is the process of ensuring personal social
security as a guarantee and prerequisite for sustainable
recovery and economic development of the state. This
includes encouraging citizens to return to Ukraine and
preventing population emigration and subsequent assim-
ilation in other countries. The population of the country
is the most valuable resource for the economic develop-
ment of the state and the reconstruction of its economy in
the post-war period. The state’s task is to actively support
the provision of personal social security as the connecting
link between the two subsystems of state governance—eco-
nomic and social. In the context of military conflict and
the accompanying economic decline, the urgent task is the
transformation and prioritization of directions for ensuring
social security.

Analysis of recent research and publications

A significant number of scientific sources are dedicated
to the study of personal social security and the forms of its
provision, which emphasizes the multi-component nature
of the subject under investigation. Theoretical and applied
aspects of social security at various levels have been stud-
ied by economists such as L.I. Bilous [1], N.M. Buniak [2],
M.A. Kalnytska [3], O.H. Klipkova [4], O.F. Novikova
[5], L.O. Samborskyi [6], O.H. Sydorchuk [7], P. Saunders
[8] and R. Walker [9]. Social security from the perspective
of economic security has been explored by Z.S. Varnalii
[10] and O.I. Hrynyk [11]. However, despite the diverse
research on social security, the question of the variability
of methods for ensuring social security and their impact on
the state economy requires further scientific investigation.

Alla Cherep, Oleksandr Cherep, Iryna Dashko, Olek-
sandra Rozhenko, Oksana Kornukh, and Petro Matkovskyi
studied the relationship between investing in the develop-
ment of enterprise personnel to ensure their social security
and strengthen the economic security of the enterprise and
the state [12].

Formulation of the article’s goals (task setting)

The purpose of this article is to reveal the essence of
the concept of personal social security and the ways of its
provision as a basis for sustainable economic growth of
the state.
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Presentation of the main research material with full
justification of the obtained scientific results

In the conditions of military aggression and globaliza-
tion threats, solving social problems becomes even more
important and relevant. The war in Ukraine poses a par-
ticular threat, significantly affecting the state of the Ukrain-
ian economy. Its negative consequences have both direct
and indirect effects, representing real social and economic
threats [10].

Despite the relevance and importance of the issue
of social security, the only official definition of the term
«social security» is found in the Methodological Recom-
mendations on the Calculation of the Level of Economic
Security of Ukraine, where social security is defined as a
state of development in which the state can ensure a decent
and quality standard of living for the population, regardless
of age, gender, or income level, and promote the develop-
ment of human capital as the most important component of
the country’s economic potential [1].

Social security in Ukraine is enshrined at the constitu-
tional level. According to the Constitution, Ukraine «is a
sovereign and independent, democratic, social, and legal
state» (Art. 1); «the person, their life and health, honor
and dignity, inviolability, and security are recognized in
Ukraine as the highest social value» (Art. 3). The estab-
lishment and protection of human rights and freedoms are
the main duties of the state (Art. 3). Therefore, a person,
along with their rights, freedoms, interests, and needs, is
the direct object of the state’s social security [13].

The systematization of domestic scholars’ definitions
of the essential features of the «social security» category
indicates that experts generally do not study the problems
of human social security separately from the categories of
state and societal social security. In scientific works, these
concepts are organically combined and studied in relation
to and interdependence with each other. The definition of
the «social security of an individual» category is found in
the scientific works of many researchers [7].

Social security of an individual is the ability and read-
iness of the state, society, and the individual to protect
themselves from dangers and threats to life, health, and
the basic social values—human rights and freedoms. The
instruments and mechanisms for ensuring the social secu-
rity of an individual include:

— laws that protect the rights and freedoms of citizens;

— a partnership type of relationships;

— the cultivation by the state and society of respect for
the dignity of another person, their life, and freedom,;

— the establishment of fair and effective justice;

— safe and responsible behavior of citizens that does not
cause risks to themselves or others;

— the development of peaceful means for resolving con-
flicts and the ability to compromise [5].

British scholar Robert Walker distinguishes between
public and private provision of social security. This
approach involves distributing responsibility between
state and private institutions, which allows for the crea-
tion of a more flexible and resilient social support system.
Modern challenges, such as population aging, changes in
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employment structures, and globalization, require constant
updating, flexibility, and innovation in the development of
effective social security models and programs [9].

Social security of an individual should be consid-
ered as a state of guaranteed protection of a person from
internal and external threats that make it impossible or
difficult to realize the interests, rights, and freedoms of
the individual, ensuring their full-fledged life activities
and the creation of conditions for their development and
self-realization [2]. At the same time, the concept of
social security of an individual is multifaceted and has
an objectively-subjective nature: on the one hand, it is the
absence of threats to the social interests (life and health)
of a person; on the other hand, it is the individual’s aware-
ness of their security [4].

The multi-system nature of the social security concept
indicates the balance of human existence in the political,
economic, psychological, cultural, informational, demo-
graphic, environmental, and other spheres of social life.
Social security has a complex multi-level system from the
perspective of the economic level, namely: nano-, micro-,
meso-, macro-, and mega-levels: social security of an indi-
vidual (nano-level); social security of a business entity
(micro-level); social security of a region (meso-level);
social security of the state (macro-level); global social
security (mega-level) [10].

Today, the relevance of ensuring the social security
of the individual, the state, and society is a priority task
for Ukraine in the face of escalating external and internal
threats to national security. This is manifested in support-
ing economically vulnerable segments of the population;
protecting the population from various social risks through
pension provision for old age, disability, unemployment,
etc.; maintaining and supporting the living standards of
the population; and modernizing education and healthcare.
State-guaranteed social protection provides individuals
with the opportunity to live, work, and serve society fully,
which significantly contributes to the socio-economic
growth of the state [11].

The object of an individual’s social security, in general
terms, includes their vital rights, freedoms, and guarantees
in the social sphere: the right to life, to work and its fair
remuneration; the right to free medical care; the right to
free education; the right to rest; and state-guaranteed social
protection. Considering this, an individual’s social security
is primarily related to the observance of social standards at
the state level, the most important of which are:

— educational standards, ensuring real accessibility of
quality preschool, primary, secondary, and higher educa-
tion for all segments of the population;

— employment and quality of working life standards,
wage payment, social protection, rest;

— standards of physical and economic access to basic
food products and their actual consumption;

— standards for the protection of legal rights and free-
doms of individuals and citizens;

— standards for protection from physical violence and
threats;

— standards for the quality of the natural and social
environments;
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— healthcare service standards, ensuring a high level of
public health and preventing the spread of socially danger-
ous diseases.

The full-scale military aggression of the Russian Feder-
ation against Ukraine, the complex socio-economic situa-
tion, and the intensification of globalization processes neg-
atively impact the state and dynamics of human potential,
as well as create additional challenges in the social sphere.
In the current realities, the main threats to an individual’s
social security in Ukraine are:

— increasing poverty (reduction or loss of labor income
due to hostilities);

— insecurity of citizens’ rights and freedoms;

— loss of housing by part of the population due to enemy
shelling;

—rising unemployment due to the cessation of activities
of most enterprises in the combat zone;

— intensification of social conflicts against the backdrop
of military aggression and the destruction of the social
value system;

— increased criminalization of society, the development
of terrorism in temporarily occupied territories, as well as
looting;

— decreased accessibility of quality medical care, espe-
cially in regions where hostilities are taking place, leading to
deteriorating public health and the spread of social diseases;

— attempts to manipulate the consciousness of citizens
through the dissemination of unreliable and biased infor-
mation in the media and social networks. The decline in
the level of an individual’s social security not only has
serious negative consequences for their health, well-being,
and social well-being but also reduces the effectiveness
of the country’s economic system, negatively affecting all
spheres of society’s life [2].

The vision of individual social security in Ukrainian
society is revealed in the results of an expert survey on the
problems of social security. The experts’ responses to the
questionnaire question: «In your opinion, what manifests
individual social security?» are presented in Figure 1.

Experts believe that individual social security is pri-
marily manifested in favorable and safe living conditions
(63.8%), a decent standard and quality of life (56.2%),
social and psychological stability, and confidence in the
future (39%), and the protection of citizens’ rights and free-
doms (33.3%). It is noteworthy that employment, access
to quality medical and educational services, and ensuring
a healthy lifestyle are not considered primary manifesta-
tions of individual social security. This indicates that the
provision of basic human needs in Ukraine is primarily
determined by the external situation in the state and soci-
ety, even though the value of human health for a full life is
paramount. After all, «health is the life energy, inspiration,
and satisfaction from a life filled with events; the ability to
set and achieve goals, to fully realize one’s potential; free-
dom from pain, destructive passions, egoism, and spiritual
decline» [7].

According to the Constitution of the World Health
Organization (WHO), «health is a state of complete phys-
ical, mental, and social well-being, and not merely the
absence of disease or infirmity. The health of all peoples is
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Figure 1 — Expert assessment of the manifestations of individual social security (responses to the questionnaire
question: «In your opinion, what manifests individual social security?»), % of respondents

fundamental to the attainment of peace and security and is
dependent upon the fullest cooperation of individuals and
states. The achievements of any State in the promotion and
protection of health are of value to all» [14].

A person in danger loses the most important life
resources—their health, physical, social, and spiritual
well-being—losing the ability to live a full life oriented
toward development. They may cause harm to themselves
while trying to escape danger. The dangers in a person’s
life change their worldview, primary needs become prior-
ities, and everything related to development is postponed
for a certain period or not realized at all.

Considering individual social security as the nano-level
of the overall multi-level system of social security, one can
speak of its significant and primary role in building the
economic development of the state, given the priority of
the individual at all levels of state and international activi-
ties. Ensuring individual social security is a guarantee and
an important factor in the stable and sustainable economic
development of the state through the impact and involve-
ment of the individual in all sectors of the economy [3].
In particular, it can be argued that the following aspects
contribute to economic growth:

— reducing poverty and inequality: when people’s basic
needs are met, they can invest more in economic activities;

126

— increasing employment levels: retraining programs,
job benefits, and other measures facilitate job search,
increasing overall employment and productivity;

— long-term investments: social security is an invest-
ment in human capital. Education, healthcare, and other
forms of social assistance contribute to the development
of skills and public health, which in the long run increases
productivity and the competitiveness of the economy [8].

The socio-economic instability and increasing social
tension in Ukrainian society indicate a low level of social
security in society at all levels. This requires strengthening
state regulation of both the economic and social spheres,
optimizing the state administrative apparatus, and develop-
ing a scientifically grounded strategy for socio-economic
development. It is the solution to social problems at all
levels of social security—from the macro level to the nano-
level-that determines the level of social stability in society,
the quality of life of the population, and the creation of real
prerequisites for further economic development [3].

Conclusions and prospects
for further research in this area

Thus, social security is a multi-level structure based on
the security of the individual, which, in turn, is guaran-
teed and protected by the state. Social standards have been
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identified, adherence to which is a guarantee of ensuring
social security, and the threats and problems of social secu-
rity in Ukraine under current conditions, including during
military aggression, have been formulated.

It can be concluded that a low level of social security in
the state leads to such negative consequences as economic
decline, associated with a drop in labor morale and moti-
vation; deepening economic crises; increased likelihood of
environmental disasters due to society’s neglect of a safe
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living environment; and undermining the country’s future
prospects due to the disregard for the system of value ori-
entations in society and a negative attitude toward educa-
tion and science.

Further research should focus on actively identifying
and utilizing factors that will contribute to strengthening
the sectors of the socio-economic complex, both in guar-
anteeing social security and in increasing Ukraine’s com-
petitiveness.
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