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Innovative approaches to the management of enterprise
financial resources: Analysis of factoring implementation

Abstract.The study was aimed at investigating the mechanism of formation of financial resources
and efficiency of their use, specifically in the context of using factoring to reduce the debt burden.
Successful management of financial resources is critical for the stability and development of any
company, as their efficient use allows not only maintaining financial stability but also achieving
long-term goals. The purpose of this study was to introduce methods of optimisation of the financial
condition on the example of LLC “Agrobuilding Alliance “Astra”, with a focus on a new instrument for
managing financial resources in Ukraine - factoring. Materials and methods of the study included
qualitative and quantitative analysis of financial resources of the enterprise. The key materials
used included the scientific studies of Ukrainian and foreign economists and financial reports
of the company under study. The research methods included a comparative analysis of financial
indicators before and after the introduction of factoring, modelling of financial flows (revenue),
and evaluation of the efficiency of using this tool. The study employed financial analysis methods,
such as financial stability and profitability analysis, as well as methods of horizontal and vertical
analysis of the company’s balance sheet, structural analysis of profits, and factor analysis of return
on equity based on the impact of the financial leverage effect. The results of the study showed that
the introduction of factoring reduced accounts receivable and improved the company’s financial
stability. The use of factoring as an innovative tool for Ukraine helped to optimise the financial
position and analyse its impact on the company’s financial performance. The practical significance
of this study is to provide recommendations on the effective use of factoring to improve financial
stability not only for the studied LLC, but also for other enterprises facing analogous challenges,
since factoring is a relevant solution in the context of economic instability, as a tool that allows
reducing the debt burden and ensuring the stability of financial flows of enterprises

Keywords: assets; management; company; capital; efficiency; accounts receivable; financing

INTRODUCTION
The need to investigate the mechanism of for-  of enterprises is conditioned by the unfavour-
mation and efficient use of financial resources able economic conditions in which modern
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companies operate. Due to the rapid changes
in the market environment, the significant im-
pact of inflationary processes and the growth
of the credit burden, the issue of effective man-
agement of financial assets and liabilities is be-
coming critical to ensure the financial stability
and competitiveness of enterprises. Insufficient
financial resources or poor management of fi-
nancial resources leads to increased financial
risks, including increased debt burden, liquidity
problems, and insolvency.

At the same time, excessive dependence on
external sources of financing, such as loans or
contractual deferrals, can lead to a decrease in
the financial flexibility of the enterprise and in-
crease debt service costs (Shved et al., 2024). The
significance of the study lies in the development
of effective methods for managing financial as-
sets (cash, accounts receivable, investments)
and liabilities (loans, payables) to optimise fi-
nancial flows. Efficient use of financial resourc-
es will help businesses reduce their capital rais-
ing costs, increase their return on equity, and
reduce the risk of bankruptcy, which are key
objectives in an environment of economic insta-
bility. In the economic conditions of the 2020s,
N. Hryniuk et al. (2021) concluded that the key to
the stable development of the national economy
is to strengthen the financial position of enter-
prises, as evidenced by the level of their financial
security. The success of every business depends
on how effectively it manages its resources. In
a market environment, the efficiency of any
enterprise depends not only on the number of
resources it uses or receives, but primarily on
the efficiency of managing these resources and
the effectiveness of interaction between them.
Many researchers focus on the development of
policies for the formation of financial resources
of enterprises through capital raising and opti-
misation of the structure of assets and liabilities.
L. Solianyk et al. (2021) considered different ap-
proaches to the development of such a policy,
the implementation of which would determine
the final financial result of the enterprise. In the
context of studying the issue of managing the
financial policy of an enterprise, S. Kyrychenko
§ V. Zabiiaka (2023) believe that it is advisable
to use factor analysis, specifically the princi-
pal components method, as it contributes to

(o

making informed decisions to achieve stability
and high efficiency in the long term, as interest
in the problem of efficient use of financial re-
sources is growing, especially in the context of
management decisions aimed at increasing the
profitability and liquidity of enterprises.

I. Rumyk et al. (2023) pointed out that the
availability of the necessary number of financial
resources and their efficient use largely deter-
mines the financial stability and liquidity of the
balance sheet of enterprises, while the required
amount of these resources and their current
and future efficiency are determined in finan-
cial analysis and planning. O. Velyka (2023) and
N.V. Smyrnova & N.M. Kozub (2018) investigat-
ed the tasks of managing the capital structure.
A prominent area of research is the optimisa-
tion of current assets, specifically the manage-
ment of accounts receivable and payable, which
is the subject of the studies by M. Zhovtobri-
ukh (2022) and V. Rudyka et al. (2018). Effective
management of these assets considerably re-
duces financial risks and ensures the continuity
of the company’s operations. Some research-
ers emphasise the significance of a systematic
approach to financial resource management,
which includes not only internal but also exter-
nal factors, such as the business environment.
S.N. Salamah (2023) noted that in a changing
and complex business environment, effective
financial management becomes a crucial factor
in ensuring business continuity and improving
company performance. K. Bakhodirovna (2021)
argued that the effective structure of the nation-
al economy affects not only the content of the
financial stability of the entire economy (which
directly affects the financial condition of enter-
prises from the outside), but also the factors of
its formation.

Furthermore, over the past 5-10 years, con-
siderable attention has been paid to research
aimed at using innovative financing methods
to improve the efficiency of managing financial
resources of enterprises. Methods such as ven-
ture capital or bank capital, grants or mortgages
have been considered in the studies of Ukrain-
ian researchers, such as O. Kondrat (2024) and
M. Rushchyshyn (2023), and foreign researchers,
such as A.-H. Darid (2024). One such method
is factoring, which is actively used to optimise

Economics and Business Management (15)3
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accounts receivable management and improve
liquidity (Moniruzzaman, 2023). Although this
instrument is new to Ukraine, it has long prov-
en effective in international practice as a means
of reducing the financial burden and accelerate
capital turnover. Thus, the demonstrated impor-
tance of anintegrated approach to the formation
and efficient use of financial resources of enter-
prises should include both conventional man-
agement methods and the introduction of in-
novative solutions that will allow enterprises to
adapt to current market conditions and ensure
their sustainable development. The purpose of
this study was to investigate the ways of opti-
mising the financial condition of ABA Astra LLC.
To fulfil this purpose, the following tasks were
performed: analysis of the company's financial
resources and performance; assessment of the
impact of factoring on reducing accounts re-
ceivable; development of recommendations for
further use of this tool to ensure the stability of
the company’s financial resources.

MATERIALS AND METHODS

The study used both qualitative and quantitative
methods of analysing the financial resources of
enterprises. The key materials included the sci-
entific studies of Ukrainian and foreign econo-
mists, financial statements of ABA Astra LLC for
2021-2023, obtained directly from the company
on confidentiality terms and not published in
open sources. The subject of the study was Agro-
building Alliance Astra LLC, one of the largest
suppliers and service operators of agricultural
machinery in Ukraine, which has been operat-
ing in the market for over 20 years. The princi-
pal areas of activity are the sale of new and used
agricultural machinery, warranty service and
post-warranty service of agricultural machin-
ery, and the sale of spare parts (Official website
of ABA “Astra” LLC, n.d.).

As a typical sales company, the analysis
focused on accounts receivable and accounts
payable. A considerable share of the latteris re-
lated to the purchase of goods for resale and is
typical for the industry. However, the relation-
ship with debtors depends on the company’s
financial policy, while the management of the
right to claim payment for goods sold depends
on the company itself. Factoring is one of the
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tools of such management. The research meth-
ods included a comparative analysis of finan-
cial indicators before and after the introduc-
tion of factoring, modelling of financial flows
(revenue), and assessment of the effectiveness
of using an innovative financing instrument.
Specifically, financial analysis methods were
applied, such as financial stability and profita-
bility analysis, as well as methods for assessing
the impact of factoring on the financial condi-
tion of the enterprise.

The initial stage of the financial condition
analysis was the study of the company’s balance
sheet, as it allows observing the specific features
of the company’s property and capital structure
caused by the specifics of its activities (Rubez-
hanska & Hrechko, 2022). Changes in the balance
sheet were briefly disclosed in the statement of
financial position, and therefore analysing the
revenue structure was the next step. Having
considered the absolute performance indicators
of the enterprise, the current financial position
and performance were assessed on their basis
using financial indicators - ratios. They helped
to identify weaknesses in the company’s oper-
ations and provide further recommendations
for their elimination. O. Yatsukh & N. Zakharo-
va (2018) described in detail the methodology
for calculating liquidity, financial stability, and
profitability indicators based on financial state-
ments. Factoring was chosen as an instrument
of influence on the financial condition of the
research object. Its effectiveness is determined
based on the cash flow it generates and the costs
incurred to raise the instrument. Factoring ser-
vice costs were calculated using Equation 1,
which was adapted to the specifics of financing
by a particular bank based on the study by V. Pe-
trenko et al. (2021) and considers the financial
costs of the service according to the terms of the
factor (Official website of Radabank JSB, n.d.):

Cr = Sar X ((% xt)+ Cfs), (1)

where C, is the cost of factoring services, thsd
UAH, %; S, is the sum of financing of accounts
receivable; i is the advance payment (8% was
used for calculation); T is the period of factoring
services, days; Cfs is the commission for factor-

ing services.
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When working with factoring, the inequal-
ity should be observed - the gross profit on
factoring should be greater than the factoring
costs, which follows from the basic definition
of profit (Jayathilaka, 2020). Therefore, it is
necessary to determine the gross profit from
the use of factoring, which is calculated using
Equation 2:

GP; = (Ry X Sqp) + (SF X Sgp X Can ), (2)

where GPf is the gross profit, thsd UAH; R_is the
return on sales; SF is the amount of financing
from factoring in shares; is the indicator reflect-
ing the ratio of gross profit to cost of sales.

For further comparison, the indicator of
additional profit from the use of released funds
was applied according to Equation 3:

AP=R_xP, 3)

where AP is the additional profit from the re-
leased funds, thsd UAH; P is the return on in-
vestment, rate of return, %; R  is the amount of
released funds from accounts receivable, thsd
UAH.

To evaluate the impact of factoring on the
turnover of accounts receivable, the additional
accounts receivable ratio was calculated, which
allows estimating the amount of accounts re-
ceivable released as a result of factoring using
Equation 4:

where R, is the accounts receivable release ratio;
TP , and TP, are the period of one turnover in
the reporting and planning periods, days; Q, is the
factual volume of pWroducts sold, thsd UAH; T is
the number of days in the reporting period, days.

RESULTS AND DISCUSSION

It was found that during the company’s eco-
nomic activity, financial resources make a cycle
consisting of several stages: attracting financial
resources, accumulating financial resources,
and investing for further attraction of financial
resources (Sytnyk et al., 2020). There can be an
infinite number of such cycles. Financial re-
sources management is a system of manage-
ment principles and methods, the development
and implementation of which will ensure its
stable financial position and efficient opera-
tion. The primary purpose of management is
to choose rational forms of financial resources,
considering the conditions and specific features
of the enterprise’s economic activity, as well as
to maximise profits and increase the total value
of the enterprise (Bortnikova & Chyrkova, 2021).
The financial analysis of the company’s property
(assets) and sources of its formation (liabilities)
was the first stage and an essential practice for
assessing the company’s financial position and
making informed business decisions. The analy-
sishelped to comprehensively analyse the finan-
cial stability and performance of the company.

First of all, the study considered the struc-
ture and dynamics of the assets of the LLC under

Ryet = (TPayo — TPary) X 2, (4)  study for 2021-2023 (Table 1).
Table 1. Analysis of the composition and structure of ABA Astra LLC’s assets for 2021-2023
Period, years Deviations by year
Indicators 2021 2022 2023 2022/21 2023/21
thsd o thsd o thsd o thsd o thsd o
UAH 0 UAH - UAH = UAH 5 UAH 5
Intangible assets | 2,162 | 0.3 1,386 | 0.2 1,004 | 0.1 -776 | -01 | -1,158 | -0.2
Property, plant, | ug ceo | 109 | 60474 | 7.9 |104680| 11.0 |-19192| -30 | 25014 | 01
and equipment
Other non-current | 4 0.0 3 00 | 5049 | 05 0 00 | 5046 | 05
assets
N°:'scs‘;;e"t 81,831 | 11.2 | 61,863 | 8.1 |110,733| 11.6 |-19,968| -3.1 | 28,902 | 0.4
Inventory 393,548 | 53.8 |421,186| 55.2 |603,671| 632 | 27,638 | 1.4 |210,123| 9.4
Accounts 173,365 | 23.7 |215,794| 283 |155972| 163 | 42,429 | 46 |-17,393| -7.4
receivable
Cash 10,488 | 1.4 | 7,269 10 | 21,38 | 22 |-3219| -05 | 10,898 | 08

©
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Table 1, Continued

Period, years Deviations by year
Indicators 2021 2022 2023 2022/21 2023/21
thsd thsd thsd thsd thsd

UAH o UAH E UAH 2 UAH E UAH &
Prepaid expenses | 40,701 5.6 41,007 5.4 38,904 4.1 306 -0.2 -1,797 -1.5
Othggsce“trsre”t 32,180 | 44 | 16313 | 21 | 25093 | 26 |-1587| -2.3 | -7,087 | -1.8
Currentassets | 650,282 | 88.8 |701,569| 91.9 |845,026| 88.4 | 51,287 | 3.1 |194,744| -0.4
Balance 732,113 | 100.0 |763,432| 100.0 |955,759| 100.0 | 31,319 | 0.0 |223,646| 0.0

Source: calculated by the author of this study

According to the data in Table 1, the main
share of the property structure comprises cur-
rent assets — over 88%. Property, plant, and
equipment accounted for 11% in 2023, 8% - in
2022, and 11% - in 2021; current assets in 2023
consisted mainly of inventories, which account-
ed for63%.In2023,accounts receivable amount-
ed to UAH 155 million, which is 16% of total as-
sets, while cash amounted to UAH 21 million,
which is 2% of total assets. It is also important to
note that the seasonal nature of the company’s

suppliers and customers results in significant
deferred expenses. The company is character-
ised by a high proportion of current assets and a
relatively low proportion of non-current assets,
as the company’s business is based on the resale
of goods. Apart from reviewing the company'’s
assets, the study analysed the company's capital
formation to assess its financial stability, i.e., its
ability to repay its debts. The study also analysed
the company’s capital structure and identified
possible risks associated with its use (Table 2).

Table 2. Analysis of the composition and structure
of equity and liabilities of ABA Astra LLC for 2021-2023

Period, years Deviations by year
Indicators 2021 2022 2023 2022/21 2023/21
thsd thsd thsd thsd thsd
UAH o UAH % UAH o UAH o3 UAH o8
Share capital | 58,062 | 7.9 | 58062 | 7.6 | 58062 | 6.1 0 -0.3 0 -1.9
Additional capital | 432 0.1 432 0.1 432 0.0 0 0.0 0 0.0
Retained earnings | -17,835| -2.4 | 3,137 | 0.4 | 48913 | 51 | 20972 | 28 | 66748 | 7.6
Equity 40,659 | 56 | 61,631 | 8.1 |107,407| 11.2 | 20,972 | 2.5 | 66,748 | 5.7
Long-term 0 0 0 0 5934 | 0.6 0.0 00 | 5934 | 06
liabilities
Short-term loans | 45,185 | 6.2 |111,094| 14.6 |196,286| 205 | 65909 | 84 |151,101| 14.4
C“”Zr;tyggfg“”ts 638,432 872 |583,049| 764 |635053| 664 |-55383| -10.8 | -3,379 | -20.8
Current provisions | 2,166 0.3 1,774 0.2 5,215 0.5 -392 -0.1 3,049 0.2
Othercurrent | g ¢71 | g | 5884 | 08 | 5864 | 06 213 0.0 193 | -02
liabilities
Current liabilities | 691,454 | 94.4 |701,801| 91.9 |842,418| 88.1 | 10,347 | -2.5 |150,964| -6.3
Balance 732,113 | 100.0 |763,432| 100.0 | 955,759 100 | 31,319 0 |223646| O

Source: built and calculated by the author of this study

Table 2 shows that borrowed funds are the
main source of the company’s assets, with a
share of over 91% in the balance sheet, includ-
ing accounts payable with a share of 82% in
2021,76% - in 2022, and 63% - in 2023. In 2023,
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long-term capital also appeared in the form of
other long-term liabilities with a share of 0.6%
in equity. Shareholders’ equity was less than
9%, with the largest share of property sources
coming from the unchanged share capital of
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UAH 58 million. Based on the study of the com-
ponents of the company’s profit for 2020-2023,

an overview of the company’s economic situa-
tion was calculated (Table 3).

Table 3. Economic indicators of ABA Astra LLC for 2021-2023

Period, years Deviations by year Rate of change by years, %
Indicators
2021 2022 2023 2022/21 2023/21 2022/21 2023/21
Sales revenue 1,616,597 1,946,388 2,132,845 329,791 516,248 20.4 31.9
Cost of revenue 1,385,381 1,507,470 1,708,232 122,089 322,851 8.8 23.3
Gross profit 231,216 438,918 424,613 207,702 193,397 89.8 83.6
Operating profit 45,832 37,660 64,105 -8,172 18,273 -17.8 39.9
Profit before 32,479 37,660 50,063 5,181 17,584 16.0 54.1
taxation

Net profit 24,824 20,972 45,708 -3,852 20,884 -15.5 84.1

Source: built and calculated by the author of this study

It was considered that sales revenue in-
creased by 31.9% in 2023 compared to 2021
and amounted to UAH 2,133 million. Gross
profit in 2023 amounted to UAH 425 million,
which is 84% higher than in 2021. In 2022,
operating profit decreased by UAH 8 mil-
lion to UAH 38 million, while in 2023, on the
contrary, it increased by UAH 18 million to
UAH 64 million. Profit before taxation, in

contrast to profit from operations, only grew,
reaching UAH 50 million in 2023. In 2023,
net profit amounted to UAH 46 million, up by
UAH 25 million year-on-year. The growth of
net profit is a positive factor and suggests a
positive trend in the development of the en-
terprise (Nogoibaeva et al., 2024). The next
step was to calculate and study the company'’s
profitability indicators (Table 4).

Table 4. Indicators for assessing the profitability of ABA Astra LLC for 2021-2023

Period, years
Indicators
2021 | 2022 | 2023
Profitability, %:
products 14.3 22.6 19.9
assets 3.4 2.7 4.8
equity 61.1 34.0 42.6

Source: compiled by the author of this study

Thedataobtained showedthatthe company'’s
profitability is unstable. Product profitability in-
creased by 5.6% t0 19.9% between 2021 and 2023,
while return on assets increased by 1.4% to 4.8%
in 2023, which suggests a decrease in the cost
of production relative to sales and is a positive
factor. However, the return on equity decreased
by 18.5% to 42.6%, indicating a slower growth
in net profit compared to equity and showing a
breakdown in the effective link between asset,
revenue, and profit growth. The efficiency of the
enterprise is characterised by the availability of

@

sufficient equity capital, solvency, and adequate
financial stability, which is characterised by in-
dicators of turnover and profitability: internal
and external factors (Pravdiuk et al., 2019). The
factors that influence the efficiency of capital
use in the production process of an enterprise
were evaluated. The study determined the im-
pact of using borrowed funds. In connection
with the use of external financing, the concept
of “financial leverage” is considered, i.e., the lim-
its of the enterprise’s ability to improve its per-
formance through external financing (Table 5).
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Table 5. Calculation of the effect of financial leverage

- Period, years Growth rate by year, % Change by year
ndicator
2021 2022 2023 2022 2023 2022 2023
Total assets, gross 732,113 763,432 955,759 104.3 125.2 31,319 223,646
Average amount
. 28,256 51,145 84,519 181.0 165.3 22,889 56,263
of equity
Average amount
. . 700,147 696,628 775,077 99.5 111.3 -3,519 74,930
of capital raised
EBIT 46,362 47,252 63,753 101.9 134.9 890 17,391
Net profit 24,824 20,972 45,708 84.5 217.9 -3,852 20,884
Current tax 7,655 16,688 4,355 218.0 26.1 9,033 -3,300
Total financial
13,883 9,592 13,690 69.1 142.7 -4,291 -193
expenses
Economic return
3.39 2.75 4.78 81.0 174.1 -0.64 1.39
on assets, %
Interest rate
30.72 8.63 9.25 28.1 107.1 -22.09 -21.47
on the loan, %

Tax corrector 0.82 0.82 0.82 100.0 100.0 0 0
Income tax rate 0.18 0.18 0.18 100.0 100.0 0 0
Financial differential -27.33 -5.89 -4.47 215 75.9 21.45 22.86

Lever arm 24.78 13.62 9.17 55.0 67.3 -11.16 -15.61
Effect of financial
-555.39 -65.75 -33.59 11.8 51.1 489.64 521.8
leverage, %
Return on equity, % 87.85 41.00 54.08 46.7 131.9 -46.85 -33.77

Source: built and calculated by the author of this study based on Tables 1, 2, and 3

When calculating the effect of financial lev-
erage, a positive trend was observed, with the
value gradually increasing from - 555.39% to -
33.59%. The effect of financial leverage stayed

negative in 2023, which meant a decrease in the
return on equity (Didukh & Fedorova, 2023). The
study also calculated the use of equity and debt
capital of the enterprise (Table 6).

Table 6. Analysis of the capital structure of ABA Astra LLC

. Period, years Growth rate by year, % Change by year
Indicator 2021 2022 2023 2022 2023 2022 2023
Financial stability ratio 0.04 0.07 0.1 176.3 148.8 0.03 0.03
Financial risk ratio 24.8 13.6 9.2 55.0 67.3 -11.16 -4.45
Autonomy ratio 0.04 0.07 0.1 176.3 143.8 0.03 0.03
Return on equity, % 87.85 41 54.08 46.7 131.9 -46.85 13.08
Leverage ratio 0.96 0.93 0.9 96.9 97.0 -0.03 -0.03
Borrowing ratio 0.06 0.15 0.21 235.8 141.1 0.08 0.06
Debt to sales ratio 0.43 0.36 0.36 82.6 101.5 -0.08 0.01

Source: compiled by the author of this study based on Tables 1, 2, and 3

During 2021-2023, the company’s financial
performance showed “alarming” trends. De-
spite the stability of its autonomy and financial
strength ratios, which stay low, the high financial
riskratioindicates aneedto adjustits debt struc-
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ture. Return on equity decreased considerably,
suggesting less efficient use of capital. Finan-
cial dependency and leverage ratios exceed the
recommended limits, which may adversely af-
fect the creditworthiness. Overall, the company
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should focus on optimising its capital structure
and increasing the efficiency of its financial re-
sources to improve financial stability.

After the analysis, it is necessary to identify
the risks associated with the enterprise’s activi-
ties that considerably affect management deci-
sion-making in the field of financial policy for-
mation and implementation. It was found that
the company's activities are characterised by
the following: increased competitor activity; the
risk of interruptions in financing current oper-
ations due to high levels of accounts receivable;
dependence on major foreign suppliers and the
parent company, rising costs of imported ma-
chinery and spare parts due to currency fluctua-
tions; low investment attractiveness; and the in-
stability of the political and economic situation
in Ukraine. High accounts receivable was iden-
tified as a financially significant problem (Da-
nylenko et al., 2019). Striving to reduce it as much
as possible is one of the ways a company man-
ages its financial resources. Accounts receivable
at the end of 2023 amounted to UAH 156 million.
With a sales margin of 20%, this meant that the
company did not receive UAH 31.2 million in
gross income. This part of financial resources
is frozen in accounts receivable. Thus, the main
task in the field of accounts receivable manage-
ment of the LLC under study in late 2023 - early
2024 was to optimise the structure and quality
of accounts receivable.

Based on the findings of the balance sheet
analysis, the company will not be able to gain
more access to standard forms of credit to re-
plenish working capital for the following rea-
sons: 90% dependence on short-term borrow-
ings, including loans and debts to creditors to
finance the business; insufficient collateral
for new loan amounts. In this regard, factoring
should be chosen as a means of managing the
accounts receivable. The first step in conclud-
ing a factoring agreement is to determine the
optimum funding limit, i.e., the number of ac-
counts receivable that the company will trans-
fer to the factor (Derevianko, 2020). The opti-
mum funding limit for factoring is minimal or
no accounts receivable. This means that sales
exceed the number of days in the reporting pe-
riod, while the sales period is zero. The funding
limit is also influenced by the bank’s interest in

©

delegating part of the risk of non-payment to the
client. Thus, banks usually finance deliveries of
up to 90% of the total amount. In this regard, the
LLC under study cannot achieve complete “lig-
uidation” of the debt through factoring. Let us
calculate the costs of factoring services provid-
ed by Radabank for an enterprise with a financ-
ing amount of UAH 75 million, a commission of
0.12% of the transaction value, and an advance
fee of 0.5-8.0% of the transaction value (current
factoring service rates) (Official website of Rada-
bankJSB, n.d.).

Using Equation 1, the factoring costs will be
as follows:

_ (008
¢ = ((365 x30) + 0.0012))(

x75,000,000=583,151 UAH

Assuming that R_and C % are constants and
S, is a variable, the value of gross profit from
factoring will be determined using Equation 2 as
follows:

GP= (0.2x75,000,000)+(0.9%75,000,000 x
x0.2486)=31,780,500 UAH

The inequality is respected, which is in line
with the requirements when working with fac-
toring. Let us determine whether a factoring
operation is profitable for the company under
study. For this, let us compare the costs of fac-
toring with the amount of additional profit from
the introduction of factoring.

The bank provides 90% of the loan amount
at 8% per annum. The enterprise can invest free
funds for an analogous period (1 year) in Privat-
Bank JSC at 8.25% per annum (Official website of
PrivatBank CB JSC, n.d.), the profit from which is
calculated using the Equation 3:

AP=(75,000,000 - 583,151) x
x0.0825=6,139,390 UAH

Therefore, the additional profit will also
be higher than the factoring costs. Within the
framework of the analysis, let us assess the lev-
el and composition of the company’s accounts
receivable before and after the proposed meas-
ures for the LLC, considering the dynamics of
changes in key indicators (Table 7).
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Table 7. Comparison of accounts receivable utilisation before and after factoring

Period, years Deviation
Indicators
2023 2024 absolute relative, %

Revenue 2,132,845 2,452,772 319,927 15

Cost of sales 1,708,232 2,049,878 341,646 20
Accounts receivable 155,972 80,972 -75,000 -48.1
Total current assets 845,026 837,526 -7,500 -0.9
Share of accounts receivable in current assets 18.5 9.7 -8.8 -47.6
Turnover ratio 13.7 30.3 16.6 121.5
Accounts receivable turnover period, days 26.3 11.9 -14.4 -54.9

Source: created by the author of this study

Analysis of Table 7 shows that accounts re-
ceivable as a percentage of total current assets
decreased by 8.8%. Thus, factoring helped to
“free up” additional financial resources in the
amount of UAH 75 million.

The analysis also shows that asaresult of the
proposed measures, accounts receivable will be
reduced by 48% to UAH 81 million in 2024. The
reduction in the turnover period from 26 to 12
days is evidence of effective accounts receivable
management. The final performance indicator
is the accounts receivable release ratio, calculat-
ed using Equation 4:

Rye; = (263 — 11.9) X %=
=83,915 thsd UAH

Thus, as a result of factoring accounts re-
ceivable, the company released an amount of
UAH 84 million. By the beginning of 2024, fac-
toring can be considered virtually the main tool
for managing accounts receivable at an enter-
prise (Onaepemipo et al, 2019). Assessing its
flexibility and effectiveness, in the current envi-
ronment, attracting additional external sources
of funding, including short-term ones, is less ex-
pedient. The study analysed the impact of factor-
ing implementation on the company’s financial
position. The effect of using the financial instru-
ment was measured by the funds released from
turnover (i.e., no longer “frozen” in accounts re-
ceivable), and the effectiveness of implementa-
tion was determined based on the debt release
ratio. Unlike other studies, such as the research
by A. Kravtsov (2022), where attention was fo-
cused on the change in liquidity indicators of the
enterprise before and after the introduction of

factoring, the approach presented in the current
was more suitable for assessing the financial ef-
fect for a company engaged in the sale of goods,
ie., the main asset item is inventory rather than
debts of debtors for services.

A. Kravtsov (2022) investigated a compa-
ny engaged in the sale of electricity, where the
structure of assets and capital is considerably
different from that of the enterprise under the
current study. Accordingly, the use of liquidity
indicators as the principal indicator of factor-
ing efficiency in this case is not optimal, since
for a company with a different business profile,
factoring is primarily associated with improving
capital turnover. Considering the limited mod-
ern research on factoring in terms of its finan-
cial impact on an individual company, as well
as the underdevelopment of the instrument in
Ukraine, I. Doloh (2019) described in detail the
process of restructuring the accounts receiv-
able of a construction company as a result of
attracting factoring financing, as well as deter-
mined the costs of obtaining such financing. The
result of such a study was the determination of
the amount of released working capital, which is
compared with the amount of debt. In contrast
to the study of A. Kravtsov (2022), in the study of
1. Doloh (2019), the indicator of the efficiency of
using factoring was the factoring commercial
effect ratio, which was defined as the quotient
of dividing the amount of funds released dur-
ing the factoring operation and the total level of
accounts receivable. This approach resembles
the valuation methodology used in the pres-
ent study, although the substantial difference
is that the object of study in I. Doloh (2019) is a
construction company engaged in the execution
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of works and whose main asset is accounts re-
ceivable, which is different from the sales asset
of the LLC under study.

Accordingly, the methodologies used in the
cited studies can be only partially compared with
the findings of the present study. Therewith, this
emphasises the significance of using such stud-
ies asa basis for comparing the results of the cur-
rent study. Despite the differences in approaches
to assessing the effectiveness of factoring, the
conclusions of many researchers on the effec-
tiveness of using factoring as a tool to improve
the management of financial resources were
confirmed. However, the effectiveness of this tool
depends largely on the specifics of the company
and its industry - to achieve maximum results,
factoring should be used in conjunction with oth-
er financial instruments and financial resource
management strategies. N. Mamontova & M. Ta-
taryn (2023) also note the importance of legal
and accounting aspects of factoring operations
in Ukraine. According to the researchers, there is
a problem that the method of proper conduct of
these services has not been approved legislative-
ly. Furthermore, it is vital to consider the type of
factoring operations in the accounting of factor-
ing transactions, as this affects not only account-
ing entries but also the amount of commission. A
prominent area of focus is control, which should
take place not only during the transfer, but also
before, to ensure that the debtor company has
accurate information about the debt. M. Hol-
ub (2024) proposes the introduction of a special
regulation ‘On Factoring’ and the corresponding
amendments to existing legislative acts. This
will allow factoring to be legislated as a separate
financial service and, considering the pace of
factoring development in Ukraine, will make it
possible to implement European legislation in
the field of domestic regulation of factoring ser-
vices (Knowledge guide on factoring regulation
and supervision, 2023). With a high proportion of
accounts receivable, factoring is an effective tool
for improving the financial position of an enter-
prise. Its use helps to accelerate capital turnover
and increase liquidity, reducing the risks associ-
ated with non-payments. Research confirms that
factoring can be a self-sufficient tool for optimis-
ing a company'’s financial resources without the
need for other financial measures or strategies.

©

CONCLUSIONS

The study investigated innovative approaches to
management of financial resources of an enter-
prise on the example of introduction of factoring
into the activities of ABA Astra LLC. The use of
factoring to manage accounts receivable proved
to be an effective tool for optimising financial
resources. As a result, the company received ad-
ditional financial resources of UAH 75 million,
while the share of accounts receivable in cur-
rent assets decreased by 9%. The reduction in
accounts receivable turnover from 26 days to 12
days reflects improved cash flow management.
A significant result of the factoring implemen-
tation was a 48% reduction in accounts receiv-
able in 2024, which allowed the company to free
up about UAH 84 million from its turnover. This
increased the turnover of settlements with the
company'’s debtors, which is vital in the current
conditions of economic uncertainty.

The introduction of factoring also positive-
ly affects the overall financial position of the
company, which allows it to increase its com-
petitiveness in the market. It was also proved
that factoring allows reducing the company’s
dependence on external financing in the form
of loans, which reduces the cost of servicing
debt obligations. This helps to improve financial
stability and increase the efficiency of financial
management in an unstable economic environ-
ment. Using factoring as a permanent tool for
managing accounts receivable helps to reduce
financial risks and increase the company’s flexi-
bility in managing its resources.

Thus, the purpose of this study was fulfilled.
The introduction of factoring not only reduced
accounts receivable and freed up considerable
financial resources, but also positively influ-
enced the company’s overall financial stability.
Further investigation of factoring as a finan-
cial management tool is a promising area, as it
provides opportunities to increase the compet-
itiveness of Ukrainian enterprises, specifically
in the field of sales of goods and services. The
recommendations proposed in this study can be
useful both for practitioners in search for new
methods of optimising financial resources and
for researchers studying financial management
and tools for improving the financial condition
of enterprises.
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IHHOBaUiINHI nigxoau o ynpasniHHA
¢diHaHCOBMMM pecypcamMum nianpueMCTBa:
aHani3 BnpoBagXXeHHSA PaKTOPUHIyY

AHoTauia. CTaTTa cIIpsSIMOBaHA Ha BUBYEHHA MexaHismy ¢opMyBaHHS GiHAHCOBHUX pecypciB
Ta ePeKTHMBHOCTI IX BHKODHCTAHHS{, 30KpeMa B KOHTEKCTi 3aCTOCYBaHHA GaKTOPDUHIY MAJIf
3MeHIIEHHs 60pProBOr0 HaBaHTAKEHHS. YCHilIHe ympaBliHHA GiHAHCOBUMM pecypcaMu €
KPUTHUYHO BaJKJIMBUM JJIf CTabiIBHOCTI Ta PO3BUTKY 6YIb-sIKO0i KOMIIaHil, OCKIJIBKY iX ebeKTHBHE
BUKOPHCTaHHSA AO3BOJIAE He IUILe 36epiraTv piHaHCOBY CTIMKICTb, aJie 1 JOCATATU JOBIOCTPOKOBUX
1inert. MeTolo cTaTTi 6710 BIIpOBaIyKEHHA METO/IiB ONITUMI3allii GbiHaHCOBOTO CTaHy Ha IIPUKJIAL]
TOB «ArTpobyZiBeNbHUN aJbIHC «ACTpa», 3 aKLEHTOM Ha HOBUM [IJif VKpaiHW iHCTPyMEHT
yIpaBiHHA (QiHaHCOBUMM pecypcaMu - GaKTOPUHI. MaTepianu Ta MeTOIU [OOCIiJKeHHSA
BKJIIOY&JIM SIKICHUM Ta KiNBKICHUM aHaii3 ¢iHaHCOBUX pecypciB MiANIpueMCTBA. B SKROCTI
OCHOBHUX MaTepiajiB BUKOPHUCTOBYBAJIMCSA HAyKOBi Ipalli YKpaiHChKUX Ta 3apybiKHUX BUEHUX-
E€KOHOMICTiB Ta (iHAHCOBi 3BiTM HAOCIIIKyBaHOI KOMHaHii. MeTomu HOOCIIIsKeHHS 3aJydaliu
TIOpiBHANBHUN aHasi3 GiHAHCOBMX IIOKA3HUWKIB [0 Ta IicaA BIPOBAIKeHHA (QaKTOPUHIY,
MOZIeNIOBaHHA GiHAHCOBUX IMOTOKIB (BUPYYKHM) Ta OLIHKY €beKTHUBHOCTI BUKOPUCTAHHS L[BOTO
iHCcTpyMeHTY. B po60Ti 3acTOCOBYBasIMCS MeTOAM GiHAHCOBOTO aHAaTi3y, TaKi K aHaTi3 piHaHCOBOI
CTIMKOCTI Ta peHTabeIbHOCT], a TAKOXK METOAY TOPWU30HTAJIBHOTO Ta BEPTUKAJIBHOTO aHali3y
HayaHCy KOMITaHii, CTpYRTypHUM aHaIi3 MpUbyTKy, GaKTOPHUYN aHaIi3 peHTabeIbHOCTi BJIACHOTO
KalliTasy Ha OCHOBI BIUTMBY edeKTy GiHaHCOBOTO BayKeJss. Pe3ynbTaTu LOCiIKeHHA [I0Ka3aJIy, 1[0
BIIPOBaI’KEHHS GaKTOPUHIY 3MEHIINIIO Ae6iTOpChKY 3a60proBaHiCTh Ta MOKpauuiIo GbiHaHCOBY
CTiVKiCTh KOMIIaHil. 3acTocyBaHHA GAaKTOPUHIY K iHHOBAIIMHOTO [JiS VKpalHU iHCTPYMEHTY
CIIpHAJIO ONTUMi3alii iHaHCOBOIO CTaHy, IOIIOMOIJIO IIPOaHai3yBaTy M0ro BIUIMB Ha GpiHaHCOBI
TIOKa3HUKU IMiAnpueMcTBa. [IpaKTWYHA 3HAYMMICTh JOCIII)KeHHS IIonArajga B HaZaHHI
peRoOMeHallili mono ePeKTUBHOIO 3aCTOCyBaHHSA GaKTOPUHIY [Jid IMifgBUIleHHA GiHaHCOBOI
CTiIMKOCTI He JIvIlle [Ijisl ZOCaigyKyBaHoro TOB, a ¥ I iHIINX MiATIPUEMCTB, 110 3iITOBXYIOTHCS
3 OZiOHUMU BUKJIUKAMHU, afyke GaKTOPUHT € aKTyaJbHUM pillleHHAM B YMOBax eKOHOMIYHOI
HecTabiIbHOCTI, IK IHCTPYMEHT, IO 03BOJISIE 3MEHIINUTY 60PTOBe HaBAHTAKEHHS Ta 3a6€3[1eYUTH
cTabinpHiCTh piHAHCOBUX ITOTOKIB MiAIIPUEMCTB

KnouoBi cnoBa: aKTWBY; MEHEIXMEHT, KOMIIaHif; KariTaa; epeKTUBHICTh; mebiTopchKa
3a60pTroBaHiCTh; GiHAHCYBaHHSI
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Wholesale turnover of food products in Ukraine:
Assessment and managerial decision-making

Abstract. The decline in Ukraine’s wholesale food turnover caused by the occupation of fertile
land in the South and East, the destruction of agricultural enterprises, logistical problems, and
mass emigration have become a serious issue that not only threatens food shortages and price
increases, but also poses a threat to the food security of the population. Therefore, investigation
into the causes and consequences of this phenomenon is extremely relevant. The purpose of
this study was to identify the factors that determine the dynamics of wholesale turnover of food
products in Ukraine, with further formulation of proposals to improve the efficiency of wholesale
enterprises through managerial decision-making. The study was based on the comprehensive
use of such methods as empirical data collection and analysis, bibliographic analysis of scientific
literature, economic and statistical methods, including regression analysis, as well as the
method of logical generalisation to systematise the results and formulate conclusions. The study
identified the key factors that influence the volume of wholesale food turnover and are critical for
ensuring the country’s food security. Economic analysis helped identify patterns and trends in
the dynamics of turnover, while regression analysis helped quantify the impact of the identified
factors and develop recommendations for managing this process. It was proposed to intensify
the state regulation aimed at creating favourable conditions for the development of wholesale
trade, combined with the modernisation of management processes at the level of wholesale
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enterprises. It was found that innovative approaches to cooperation with retail chains, such as in-
depth analysis of their needs, optimisation of the assortment, building long-term relationships,
and introduction of modern technologies, are valuable factors that influence the efficiency of
management of wholesale enterprises. To ensure their sustainable development in the future, it
is necessary to apply effective marketing strategies. The findings obtained in this study are of high
practical significance for business entities engaged in wholesale trade in food products, as they
allow making effective managerial decisions to increase the volume of wholesale turnover

Keywords:wholesale trade; products; marketing strategies; innovative approaches; competitiveness

INTRODUCTION

The turnover of food products is not only an in-
ternal indicator of an enterprise’s efficiency, but
also a prominent social indicator that directly
affects the standard of living of the population. A
decline in this indicator could lead to a shortage
of goods, rising prices, and, as a result, a threat
to the country’s food security. The war caused ir-
reparable damage to the Ukrainian agricultural
sector. The occupation, destruction of agricul-
tural enterprises, logistical problems, and mass
emigration of the population have led to a con-
siderable reduction in food production and a de-
crease in wholesale food turnover. In the context
of a full-scale war, there was an urgent need to
develop original approaches to the organisation
of trade and trade relations, which stimulated
relevant research.

M.Rahman & D. Prus (2020) noted the signif-
icance of increasing wholesale turnover to stim-
ulate the country’s economic growth in a crisis.
According toresearchers, the fact that Ukrainian
products are in greater demand during the crisis
is helping to boost the economy. Since trade is a
powerful lever of economic development and an
essential tool for ensuring food security, many
studies by Ukrainian and foreign researchers are
devoted to public administration in this area, as
well as food security management. S. Kvasha et
al. (2024) predicted the threat of a decline in food
security in Ukraine in the medium term, which
highlights the need to take urgent measures to
address this trend and ensure a stable food situ-
ation in the country, especially in the context of
military aggression.

According to S. Sirenko (2023), the problems
and imbalances in trade development have aris-
en as aresult ofinadequate state attention to this
area. O. Skydan et al. (2020) believe that the cur-
rent model of food security regulation in Ukraine
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is fragmented, as it does not consider the inter-
connections between the various components of
this problem, which leads to its inefficiency and
inability to ensure the country’s long-term food
security. To ensure food security, it is necessary
to integrate various government policies into a
single system, such as the development of ag-
riculture, the food industry, foreign food trade,
and the internal market, as well as ensuring food
quality and safety. V. Franchuk et al. (2022), based
on the calculation of the Pearson correlation
coefficient, identified the principal problems in
ensuring food security in Ukraine, namely: the
unsatisfactory level of research in agriculture;
imperfect infrastructure in supply chains and
the presence of political and social barriers to en-
try into the agricultural market. Insufficient food
security and imperfect market access policies.

0. Kovalenko § A. Kyrychenko (2023) pro-
posed to use digital technologies as a key tool
to address the problem of global food security,
which is exacerbated by changes in the logis-
tics of food supply. O. Bokii (2023) believed that
to overcome the adverse effects of Russian ag-
gression on the food market, it is necessary to
implement an effective state food policy aimed
at eliminating the consequences, restoring pro-
duction capacity and ensuring food security of
the population, as statutory regulation should
be focused on creating favourable conditions for
doing business and protecting socially vulnera-
ble groups of the population. A comprehensive
approach to restoring the agricultural sector of
the economy should be based on the implemen-
tation of a state programme that will cover all
aspects of food production and consumption.
V. Boiko et al. (2019), based on the positive ex-
perience of wholesale food markets in Poland,
substantiated the feasibility of building them in
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Ukraine. The primary benefits of such wholesale
markets include improved food quality, price
control, more efficient budgeting, increased
competition in the consumer market, faster
promotion of products to consumers, creation
of new jobs, economic security of producers,
and satisfaction of consumer demand for qual-
ity food. In their study of food security, Y. Mish-
eninetal.(2023)focused on publichealth. The re-
searchers proposed that the organisational and
economic mechanism for regulating sustaina-
ble food security should be developed with due
regard for the harmonisation of the socio-eco-
logical and economic needs and interests of
business entities, society, and citizens involved
in the production and consumption of food.

While conventional food security research
has largely focused on agricultural production,
food availability, and accessibility, and factors
related to nutrition and health, B. Alkunain et
al. (2024) takes a fresh look at this issue, em-
phasising the link between overall expenditure
and food security. The researchers examined the
impact of investment on food security in Saudi
Arabia and concluded that consumption and
government spending do not directly affect food
availability in this country but have an indirect
impact on it. Despite the numerous scientific
publications related to trade, food security, and
public administration, the issues of wholesale
food turnover and effective management of the
process require further scientific understand-
ing. The purpose of this study was to identify
factors influencing the volume of wholesale
turnover of food products in Ukraine to develop
recommendations for optimising management
decisions at wholesale enterprises.

MATERIALS AND METHODS
The following methods were employed to con-
duct the study: data collection and analysis (desk
research), bibliographic method, economic
analysis, regression analysis, and logical gen-
eralisation method. The desk research method
involved the use of data from the State Statis-
tics Service of Ukraine for 2010-2022, which
concerned the volume of sales and stocks of
goods (products) at wholesale trade enterpris-
es (Official website of the State Statistics of
Ukraine, 2023), the volume of products (goods,

©

services) sold by business entities by type of eco-
nomic activity, wholesale and retail turnover of
enterprises - wholesale and retail trade (Official
website of the State Statistics of Ukraine, 2024),
the number of operating business entities by
type of economic activity (Official website of the
State Statistics of Ukraine, 2023a). The number
of employees (Official website of the State Sta-
tistics of Ukraine, 2023b), non-current assets of
enterprises with a breakdown into large, medi-
um, small, and micro enterprises (Non-current
assets, n.d.). The study was conducted using the
Instruction of the State Statistics Committee
of Ukraine on filling in the state statistical ob-
servation form No. 1-opt “Report on sales and
stocks of goods (products) in wholesale trade”
(Report of the State Statistics Committee of
Ukraine..., 2013) and the Order “Classification of
economic activities: DK 009:2010" of the State
Committee of Ukraine on Technical Regula-
tion and Consumer Policy (Order of the State
Committee of Ukraine on Technical Regula-
tion..., 2010). The data obtained during the desk
research served as the basis for economic and
regression analysis, which helped to formulate
scientific hypotheses and conclusions.

The bibliographic method was used to col-
lect and analyse data, as it involves the system-
atic study of various types of documents (scien-
tific articles, regulations, statistical collections,
Internet resources) to obtain information about
a particular phenomenon, process, or object.
This method was employed to draft the intro-
duction and discussion section of this study, to
identify promising areas for further research, to
demonstrate the originality of the interpretation
of the findings in the context of existing scientif-
ic knowledge. The method of economic analysis
was employed to identify patterns and trends
in the development of wholesale food turnover
in Ukraine. It helped to analyse the competitive
environment in the wholesale trade, the avail-
ability of employees and non-current assets of
wholesale enterprises. The following key indica-
tors were used to assess the wholesale turnover:
total wholesale turnover; chain coefficient of
goods distribution. The percentage of wholesale
and warehouse turnover to retail turnover, the
level of centralised delivery of goods by suppli-
ers and at their expense.
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The indicator of wholesale trade turnover
in the context of the country and its regions
was compiled by the main groups and types of
goods defined by the State Statistics Service of
Ukraine (Official website of the State Statistics
of Ukraine, n.d.). Using the regression analysis
method, the study determined the impact on
the wholesale turnover of food products at the
macro level of such factors as the number of

operatingfoodbusinesses,retailturnover,theval-
ue of non-current assets of operating business-
es, and the number of employees. The regression
analysis was performed using built-in Microsoft
Excel functions. The significance of the linear re-
gression models was assessed using the Fisher’s
test. The level of correlation between the factors
under study was determined using the Chad-
dock scale, which is presented below (Table 1).

Table 1. Chaddock scale

Closeness value of the
connection indicator in absolute 0.1-0.3 0.3-0.5 0.5-0.7 0.7-0.9 0.9-0.99
terms
Communication characteristics Weak Moderate Noticeable High Very high

Source: developed by the authors of this study based on the Chaddock Scale (n.d.)

To estimate the average percentage change
in the resultant attribute (Y) with a 1% change in
the factor attribute (X), the elasticity coefficient
calculated using formula 1was used:

E=f'0) -3 1)

where E is the elasticity coefficient; X is the fac-
tor attribute; Y is the outcome attribute.

Using the coefficient of determination (R?),
the study assessed the extent to which the de-
veloped regression models were adequate to
describe the real data. The closer R? is to 1, the
more confident the model is in making predic-
tions. The method of logical generalisation was
employed to formulate conclusions and propos-
als, which helped to explain the reasons for the
decline in the wholesale turnover of food prod-

ucts in Ukraine, identify the key factors of its
increase, and formulate management decisions
on optimising the wholesale turnover.

RESULTS AND DISCUSSION

The elevated level of wholesale turnover demon-
strates the efficient operation of the company,
its ability to meet customer needs and compete
in the market. Wholesale trade is a valuable el-
ement of commodity circulation, as it ensures
the efficient distribution of goods between pro-
ducers and retailers. The results of the analysis
of the dynamics of wholesale trade turnover in
Ukraine showed that the turnover of wholesale
trade enterprises in 2010-2021 increased from
UAH 9937 billion to UAH 3,153.2 billion, i.e., more
than 3 times, due to inflationary processes in the
economy (Table 2).

Table 2. Dynamics of wholesale turnover in Ukraine

Wholesale turnover, UAH billion Share of food products | Share of sales of food
Year Whole§ale trade in the wholesale products produced in
enterprls‘e.s —legal | food products | non-food products turnover, % Ukraine, %
entities
2010 993.7 193.8 799.8 19.5 75.1
2011 1,107.3 194.5 912.8 17.6 75.5
2012 1,093.3 215.2 878.1 19.7 73.7
2013 1,074.8 199.7 875.1 18.6 71.7
2014 988.0 194.7 793.3 19.7 71.4
2015 1,244.2 224.3 1,020.0 18.0 75.2
2016 1,556.0 252.8 1,303.2 16.2 76.4
2017 1,908.7 314.0 1,594.7 16.5 76.8
2018 2,215.4 356.1 1,859.3 16.1 77.2
2019 2,322.2 392.1 1,930.1 16.9 75.1
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Table 2, Continued

Wholesale turnover, UAH billion

Wholesal d Share of food products | Share of sales of food

Year (RS trade in the wholesale products produced in
enterprises — legal | food products | non-food product o Ukraine, %
entities ! !

2020 2,462.6 437.6 2,025.0 17.8 72.6
2021 3,153.2 490.6 2,662.6 15.6 71.6
2022 2,768.3 *n/a n/a n/a n/a

Note: *n/a - no information available

Source: developed by the authors of this study based on data from the Official website of the State Statistics of
Ukraine (2024), the Official website of the State Statistics of Ukraine (2021b), and the Official website of the State

Statistics of Ukraine (2021a)

In 2022, due to negative factors caused by
martial law, this indicator decreased by 13.9%
compared to the previous year. In 2021, the
share of food products in wholesale turnover
also decreased by 2.2%, which was the result of
a change in the ratio of growth rates of food and
non-food product groups. Domestic products
prevailed in the structure of food products sold
in the wholesale trade during the study peri-
od, but in 2021 there was a 1% decrease in their
share compared to the previous year. Due to the

lack of information on the wholesale turnover
of food and non-food products in 2022, no as-
sessment of this market segment was made, but
considering the major destruction and suspen-
sion of many businesses as a result of hostilities,
anincrease in the share of imported goods in the
Ukrainian market can be predicted. An analysis
of the dynamics of the physical volume of turno-
ver of wholesale trade enterprises in 2010-2022
suggests considerable fluctuations during the
study period, as presented in Table 3.

Table 3. Indices of the physical volume of wholesale turnover

of wholesale trade enterprises in Ukraine (in comparable prices) by the previous year, %

Physical volume index
Year wholesale turnover wholesale turnover wholesale turnover
of food products of non-food products

2010 100.0 100.0 100.0

2011 100.7 99.4 100.8

2012 96.9 110.6 96.7

2013 97.4 92.8 99.6

2014 82.1 97.5 92.4

2015 87.8 115.2 120.3

2016 104.7 112.7 136.5

2017 102.8 124.2 122.4

2018 103.6 1134 116.6

2019 99.5 110.1 103.8

2020 104.2 111.6 104.9

2021 94.4 112.1 131.5

2022 64.1 n/a n/a

Source: developed by the authors of this study based on data from the Official website of the State Statistics Service

of Ukraine (2024)

The lowest growth rate for this indicator
was recorded in 2017 (+2.8%), while the high-
est — in 2016 (+4.7%). In 2022, there was a con-
siderable decline in the index of physical volume
of wholesale trade turnover of wholesale trade

G

enterprises (-30.3%), which was the result of the
impact of the war on the Ukrainian economy,
including trade. Having analysed the dynam-
ics of the physical volume of wholesale turno-
ver of food and non-food product groups, the
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largest growth of this indicator was found in
2017 (+24.2%) in the food group and in 2016
(+36.5%) in the non-food group. The minimum
growth in the physical volume of wholesale
turnover of these product groups was observed
in 2019, with the food group growing by +10.1%
and the non-food group - by +3.8%. Differences
in the dynamics of the indices of the physical
volume of wholesale turnover of food and non-
food products can be caused by a series of fac-
tors, both economic and social. The indices may
be affected by different elasticities of demand,
its seasonality, political events, epidemics or
pandemics, changes in climate conditions,
structural changes in the economy, inflation
and deflation, and government regulation.
Factors influencing the wholesale turno-
ver of food products are divided into external
and internal. External environmental factors
include the state of the economy, competition,
legislation, seasonality, and socio-cultural fac-
tors. Internal factors include the range and
quality of goods, pricing policy, delivery terms,
marketing and advertising, customer service,
financial stability, provision of non-current as-
sets, management efficiency, etc. Competition

30,000
25,000
20,000
15,000
10,000

5,000

Business entities, units

o

is a powerful driver of food market develop-
ment. It forces businesses to constantly im-
prove and adapt to new conditions. To operate
successfully in a competitive environment, it
is necessary to develop effective strategies, in-
vest in development and be ready for change
(Chikov, 2019). The competitive environment
in food wholesale is complex and dynamic. The
modern Ukrainian wholesale market is repre-
sented by a wide range of trade intermediaries,
which differ in scale, organisational structure,
functional responsibilities, and specialisa-
tion. According to the State Statistics Service
of Ukraine (Official website of the State Statis-
tics of Ukraine, 2023a), 16,194 business entities
were involved in the wholesale trade in food
products in 2022, of which 70.5% were indi-
vidual entrepreneurs (IEs). According to the
study, the number of companies engaged in the
wholesale trade in food products almost halved
between 2010 and 2022. The full-scale war and
occupation of the territories were the main
reason for the 191% decline in the number of
business entities in this sector in 2022, but the
number of individual entrepreneurs decreased
by only 6.8% (Fig. 1).

Total
M Individuals-entrepreneurs

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 | 2020 2021 @ 2022
28,286 22,24519,471 20,891 23,358 24,15322,020 20,744 20,384 21,457 20,759 19,290 16,194
M 19,978 13,899/12,134 13,065 16,737 17,634/16,294 14,469 13,900 14,428 13,619 12,189 11,409

Figure 1. Number of operating business entities in the wholesale trade of food products, units
Source: developed by the authors of this study based on data from the Official website of the State Statistics Service

of Ukraine (2023a)

As presented in Figure 1, legal entities have
certain advantages in terms of scale and access
to resources, but individual entrepreneurs are
more resilient in a crisis due to their flexibility,
adaptability, and lower financial liabilities. Sole
proprietorships, unlike large companies, have
a smaller bureaucratic structure, which allows
them to respond quickly to market changes,

Economics and Business Management (15)3

promptly change the range of goods, prices,
sales channels, and other business parameters.
Remote technologies allowed them to contin-
ue their operations despite martial law, and by
cutting staff and rental costs, they managed to
adapt to the new economic reality. However, the
predominance of individual entrepreneurs in
the wholesale food trade negatively affects the
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quality of customer service and the overall func-
tioning of the market. To ensure a stable supply
of goods and meet the needs of producers and
retailers, it is necessary to consolidate whole-
sale structures and create a more civilised con-
sumer market.

The data on the number of employees at
wholesale enterprises indicate the need for
government intervention in regulating this
sector, as staffing is a key factor contributing
to its development and the competitiveness of
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2010 | 2011 @ 2012 2013 = 2014 @ 2015

enterprises in the market. The analysis of the dy-
namics of the number of employees in the food
wholesale trade in Ukraine over the period from
2010 to 2022 showed a steady downward trend
in their number. During this period, the number
of employees in the sector decreased by 56.7%.
The largest job losses were observed in 2022,
amounting to 294% compared to the previous
year (Fig. 2). A prominent indicator that charac-
terises the activities of food wholesale enterprises
is the number of employees per enterprise (Fig. 3).

hired employees, persons

2016 = 2017 | 2018 @ 2019 @ 2020 | 2021 | 2022

168,873 165,986 157,963 149,049 131,047 113,236 113,130 117,234/118,178 118,723 119 019 123,874 95,729

Figure 2. Dynamics of the number of employees in the food wholesale trade in Ukraine, persons
Source: developed by the authors of this study based on data from the Official website of the State Statistics Service

of Ukraine (2023a)
10 . .
8.1 Employees per 1 business entity
8 7.5 71
6 5.6 s, 57 58 55 57 64 59
6 4.7 ~
4
2
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Figure 3. Dynamics of the number of employees per 1 business entity
in the wholesale food trade in Ukraine, persons
Source: developed by the authors of this study based on data from the Official website of the State Statistics Service

of Ukraine (2023a)

A direct correlation was found between the
number of employees and the size of the enter-
prise. The analysis of the data shows a negative
trend in the number of employees in the food
wholesale trade per wholesale trade entity since
2014, which is explained by the predominance of
individual entrepreneurs in the structure of op-

G

erating business entities, as well as the outbreak
of armed aggression, the presence of annexed
territories and the slowdown in the develop-
ment of the industry in this regard. Specifical-
ly, in 2014, the analysed indicator decreased to
5.6 persons per business entity from 7.1 persons
in2013,i.e., by 26.8%.
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The competitiveness of business entities
in the wholesale food trade and their ability to
meet consumer needs is also determined by
the condition, efficiency of use, and compliance
with current requirements of existing non-cur-
rent assets. According to the State Statistics
Service of Ukraine, non-current assets of food
wholesalers include investment property, long-
term biological assets, capital investments in
progress, and long-term financial investments.
The majority of non-current assets of wholesale
trade enterprises are fixed assets (Non-current
assets..., n.d.).
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In 2022, the share of fixed assets in the
non-current assets of food wholesalers was
774%, while in 2013 it was 62.9%. Depreciation
of fixed assets as of the end of 2022 was low-
er than in other sectors of the economy and
amounted to 434%. As of the end of 2022, the
value of non-current assets of food wholesale
companies increased by 1.8 times compared to
2013 and amounted to UAH 2,447.8 thousand
per business entity, which can be explained by
a considerable reduction in the number of legal
entities in this sector and an uneven distribution
of investments (Fig. 4).

Non-current assets

2018 2019 2020 2021 2022

1,056.5 905.0 1,009.3 1,510.4 2,022.6 1,560.2 1,385.6 1,458.0 1,943.5 2,447.8

Figure 4. Dynamics of non-current assets per 1 business entity
in the wholesale food trade in Ukraine, UAH thsd
Source: developed by the authors of this study based on data from non-current assets of enterprises by type of
economic activity with distribution into large, medium, small, and micro enterprises in 2013-2023 (n.d.)

As presented in Figure 4, the competitive
environment in the wholesale trade sector is
distorted by regional disparities, as some re-
gions have a much more developed wholesale
trade network than others. This situation can
lead to a series of negative consequences for the
economy as a whole and for individual regions
specifically. For instance, according to the State
Statistics Service of Ukraine, the city of Kyiv, as
well as Kyiv and Odesa regions accounted for
the largest share of the wholesale food turn-
over in 2017-2021 (State Statistics Service of
Ukraine, 2023). Regional disparities were caused
by geographical, economic, and social factors.
Specifically, Odesa Oblast is a region with access
to the sea, while the city of Kyiv and Kyiv Oblast
have conventionally been the economic centres
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of Ukraine, which considerably affects the devel-
opment of wholesale trade in thisregion. Itisim-
portant to understand that addressing regional
disparities is a long-term process that requires
a comprehensive approach and coordination of
efforts between various government agencies
and businesses. To develop proposals for in-
creasing the wholesale turnover of food prod-
ucts in Ukraine, the factors that influence the
volume of wholesale turnover of food products
were identified based on the regression analysis.

Having built a regression dependence of the
wholesale turnover of food products on the num-
ber of operating business entities in this area, it
was found that it is inverse, i.e., an increase in
the number of business entities does not lead
to an increase in wholesale turnover (Fig. 5).
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Figure 5. Regression dependence of the wholesale turnover
of food products on the number of operating business entities
in the wholesale trade of food products in Ukraine

Source: developed by the authors of this study
The linear regression equation is as follows:
y=-12.31x+25478. (2)

The relationship is inverse, meaning that an
increase in wholesale turnover by UAH 1 billion
leads to a reduction in the number of business
entities by 12.31 units.

According to Fisher’s criterion, the equa-
tion is statistically significant because the tabu-
lated F value of 4.9646 is higher than the factual
F value of 3.9149. The level of the relationship
between the studied attributes is noticeable
(according to the Chaddock scale), since the
independent variable R=0.5304. It is indicated
that, according to the coefficient of determina-
tion (R2=0.2813), the variation of Y is 28.13% due

to the variation of X. Additionally, the elastici-
ty coefficient (3) shows how much the average
change in the resultant attribute (Y) will change
if the factor attribute (X) changes by 1%:

288.9167 _ 0.1622.

E=-1231- =
21.921.5

Thus, a 1% increase in the wholesale turno-
ver of food products leads to a 16.22% decrease
in the number of business entities relative to the
average values in the sample.

Having built a regression dependence
of wholesale turnover on retail turnover in
Ukraine, it was found that an increase in retail
turnover by UAH 1 billion leads to an increase
in wholesale turnover by UAH 97.8 million
(Fig. 6).
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Figure 6. Regression dependence of wholesale turnover
onretail turnover in Ukraine
Source: developed by the authors of this study based on data from the Official website of the State Statistics Service

of Ukraine (2023)
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The following linear regression equation
was obtained:

y=0.0978x+700.58.

According to Fisher's criterion, the equa-
tion is statistically significant, as the tabulated
F value of 4.8443 is higher than the factual F
value of 1.9963. The level of density of the rela-
tionship between the studied attributes is mod-
erate (according to the Chaddock scale) since the
independent variable R =0.3919. The coefficient
of determination (R?=0.1532) suggests that the
variation in Y is 15.3% due to the variation in X.
Additionally, the elasticity coefficient (5) showed
how much the average change in the resultant

45,000

attribute (Y) would be if the factor attribute (X)
changed by 1%.

E =0.0978- 2% — 01970 .

Thus, a 1% increase in wholesale turnover
leads to a 19.7% increase in retail turnover rela-
tive to the sample average.

Having built a regression dependence of the
wholesale turnover of food products on the val-
ue of non-current assets of operating business
entities in the wholesale trade of food prod-
ucts, it was found that an increase in the value
of non-current assets by UAH 1 million would
lead to an increase in wholesale turnover by
UAH 39.3 billion (Fig. 7).
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Figure 7. Regression dependence (linear trend line) of the wholesale turnover
of food products on the value of non-current assets of operating business entities
in the wholesale trade of food products in Ukraine

Source: calculated by the authors of this study

The equation is statistically significant be-
cause the tabulated F value of 5.5914 is higher
than the factual F value of 4.177. The level of the
relationship between the studied attributes is
moderate (according to the Chaddock scale)
since the independent variable R = 0.3737. Addi-
tionally, the elasticity coefficient (6), determined
according to the linear trend line, shows how
much the average change in the resultant at-
tribute (Y) will change if the factor attribute (X)
changes by 1%.

318.2

E =39.306 ———=0.4137.
30,232.89

Thus,al1%increaseinwholesale trade turno-
ver would require a 41.3% increase in the value of
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non-current assets of operating food wholesale
businesses relative to the average values in the
sample. To determine the regression depend-
ence of wholesale food turnover on the num-
ber of employees in the wholesale food trade in
Ukraine, a polynomial trend line was used, the
model of which has the highest level of reliabil-
ity compared to the analysed trend lines (Fig. 8).

Itis calculated that the variation of Yis 55.6%
due to the variation of X according to the value
of the coefficient of determination (R2=0.5563).
The level of correlation between the studied at-
tributes is high (according to the Chaddock scale)
since the independent variable R=0.7484. Addi-
tionally, the elasticity coefficient determined

D)



Wholesale turnover of food products in Ukraine...

according to the linear trend line (7) shows how
much the average change in the resultant at-
tribute (Y) will change if the factor attribute (X)
changes by 1%:

°_ — 0.2513.

28
133.026

E =115.69

Alinear trend line was used for this purpose
(Fig.9).
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Figure 8. Regression dependence (polynomial trend line) of wholesale food turnover
on the number of employees in the wholesale food trade in Ukraine

Source: created by the authors of this study
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Figure 9. Regression dependence (linear trend line) of wholesale food turnover
on the number of employees in the wholesale food trade in Ukraine

Source: developed by the authors of this study

Thus, according to Figure 9, a 1% increase
in wholesale turnover would lead to a 25.1% re-
duction in the number of employees relative to
the sample average. The regression analysis re-
vealed that the following factors have the great-
est impact on the volume of wholesale trade
turnover: retail trade turnover of food products,
as a 1% increase in wholesale trade turnover
leads to its growth by 19.7%; value of non-cur-
rent assets, as a 1% increase in wholesale trade

©

turnover requires a 41.3% increase in their val-
ue, which requires considerable investments
from business entities.

A 1% increase in wholesale trade turnover
causes the following phenomena: a 251% re-
duction in the number of employees; a 16.22%
reduction in the number of business entities in
the food wholesale sector. The key factors ex-
plaining the trend towards a reduction in the
number of employees as a result of an increase
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in wholesale food turnover include automation
and mechanisation of trade processes, optimi-
sation of logistics and the growing popularity of
online trading, as well as market concentration
and increased workload on existing staff. Since
the fastest way to reduce labour costs is to re-
duce staff or increase the workload per employ-
ee, this method is often used by businesses in
times of economic crisis. The study found that
the decrease in the number of business entities
in the field of wholesale trade in food products
with an increase in turnover is due to the influ-
ence of such factors as market concentration
and the emergence of large players; technolog-
ical changes and automation; changes in con-
sumer preferences; economic factors leading to
bankruptcy of small business entities.

It was found that strengthening the state
influence on the wholesale food market and im-
plementing effective management decisions at
enterprises in this sector are key factors in the
growth of wholesale turnover. Considering the
significance of wholesale trade to the economy,
the state should implement regulatory meas-
ures that include stimulating the development
of logistics and infrastructure through compre-
hensive renovation of warehouses to improve
storage quality and extend product shelf life; re-
storing and expanding the road network to en-
sure fastand safe delivery of goods to consumers;
developing rail and river transport to improve
the efficiency of long-distance cargo transpor-
tation; introducing state support for Ukrainian
producers by reducing tax burden, simplifying
customs procedures, expanding bank lending,
implementing state programmes to modernise
food production and new technologies to im-
prove food quality; maintaining protectionist
measures against imports to protect Ukrainian
producers from unfair competition; stimulating
the development of e-commerce; improving the
quality of food production through the introduc-
tion of certification according to international
standards to increase confidence in them.

Systems such as food safety management
(IS0 22000:2018, 2018) and other food safety sys-
tems, such as BRC - British Retail Consortium
Global Standards (Food safety, n.d.), can confirm
compliance with international standards. Among
the factors that can affect the effectiveness
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of management decisions at wholesale enter-
prises, it is worth noting cooperation with retail
chains, namely, research and deep understand-
ing of the needs of retail chains; optimising the
range and terms of supply; building long-term
relationships; implementing innovative solu-
tions for inventory management, order process-
ing, and data analysis; and systematically ana-
lysing the effectiveness of cooperation.

To achieve the desired results, the following
marketing strategies should be implemented:
creating strong brands to win the market and
build customer loyalty; intensification of adver-
tising campaigns in traditional and digital me-
dia; regular monitoring of changes in the struc-
ture of the population, consumer preferences,
and migration flows; expansion of the range of
products to meet the needs of different groups
of people; building an efficient logistics system
(situation assessment, planning, cooperation
with other companies and government agencies
to create a joint logistics network of centres and
warehouses), and allocation of responsibilities
and resources; the use of modern technologies
(GPS navigation systems and drones to deliver
small loads to hard-to-reach places; software
for route optimisation and inventory manage-
ment), as well as the use of security measures
for employees and vehicles. It was emphasised
that an equally significant factor is the creation
of cooperatives and associations, which will al-
low small and medium-sized enterprises to pool
resources to reduce costs and increase their
competitiveness.

The study identified the key factors affecting
the volume of wholesale food turnover, which is
critical for ensuring the country’s food securi-
ty. Using economic analysis, the study revealed
regularities and trends in the development of
wholesale food turnover, while the method of
regression analysis highlighted the factors that
influence this indicator and helped develop rec-
ommendations for its management. I. Lobacho-
va (2020) also emphasised the significance of
managing the turnover of wholesale trade en-
terprises based on economic analysis. Investi-
gating economic analysis as a prerequisite for
developing a strategy for managing the turno-
ver of an enterprise, the researcher noted that
the management system at a trade enterprise
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should be built considering the purpose, tasks,
and principles of management.

The findings of the study confirm the con-
clusions drawn by other researchers regard-
ing the significance of wholesale trade for the
quality satisfaction of consumer needs. Accord-
ing to M. Bagorka et al. (2021), for the effective
functioning of modern Ukrainian wholesale
trade enterprises and the economy as a whole,
it is necessary to apply a fundamentally new
approach to solving economic problems based
on modern principles, concepts, and marketing
tools, so that wholesale trade becomes a lever
to stimulate the development of domestic pro-
duction, increase its efficiency, and better meet
consumer needs.

It is indicated that the value of non-current
assets available to business entities consider-
ably affects the volume of wholesale turnover
of food products. O. Bassova § K. Kogan (2020)
also substantiated the need to form elements
of market infrastructure for the development
of wholesale trade and noted a critical shortage
of warehouse and retail space for business en-
tities in this area. It was found that an increase
in wholesale turnover leads to a reduction in
the number of employees in the wholesale food
trade and the number of business entities in
this area. K. Pugachevska et al. (2021) considered
structural changes in internal trade to be an es-
sential vector for improving the efficiency of the
national economy. To improve the state regula-
tion of internal trade, P. Kutsyk et al. (2024) pro-
posetointroduce a state policy of modernisation
of the internal trade system, factoring in a set
of basic elements such as mechanisms, instru-
ments, objects of regulation, tasks, and func-
tions. M. Deich et al. (2023) propose to improve
the efficiency of wholesale trade in Ukraine by
improving state legislation, while the objects of
such regulation should be the processes taking
place in the consumer market.

T. Fedotova et al. (2024) identify the main
factors contributing to the development of food
trade as economic growth of the region; volume
of demand; interaction of supply and demand,;
national and regional governments; and indi-
rect factors. The factors that ensure the turnover
of food products include pricing policy; market
conditions; market infrastructure; supply and

G

demand for food products, institutional support,
budgetary constraints of consumers and factors
of cyclical and economic growth.

The proposals of this study to improve the
efficiency of management at the level of indi-
vidual wholesale enterprises are in line with the
opinions of other researchers. T. Perederii (2024)
proposed to introduce crisis management to in-
crease the sustainability and competitiveness
of trade enterprises in a crisis provoked by war.
0. Prodius et al. (2024), in studying the strategic
vectors of improving the efficiency of a trading
enterprise under martial law, described the de-
velopment of a strategy for improving the effi-
ciency of a wholesale trade company at enter-
prises to ensure their sustainable development.
M. Ilchuk & L. Pankratova (2020) noted that the
development of wholesale trade is influenced by
shadow schemes that distort its real volumes,
especially in the agricultural sector, where trade
in grain and oilseeds without proper registra-
tion is widespread.

It was decided that to comprehensively
address the above problems, it is necessary to
introduce transparent management mecha-
nisms, which include detailed accounting of
agricultural land and effective taxation, and the
introduction of yield monitoring systems. Elim-
ination of the practice of falsifying agricultural
production data, switch to electronic trading
platforms, and introduction of transfer pricing
for holding companies. Thus, it was confirmed
that the findings of the present study comple-
ment the existing scientific knowledge base on
food wholesale trade and provide valuable in-
formation for improving the efficiency of man-
agement in this area.

CONCLUSIONS

The analysis of the dynamics of wholesale trade
turnover in Ukraine for 2010-2022 showed a
steady upward trend. Inflationary processes
substantially affect this indicator, while the war
led to a considerable decline in trade turnover
and changes in its structure. There was a slight
decline in the share of Ukrainian food prod-
ucts in total wholesale sales. The dynamics of
the physical volume of wholesale turnover in
Ukraine in 2010-2022 was characterised by pro-
nounced fluctuations.
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Accordingtothe physical volumeindices, the
largest growth was observed in 2016, while the
largest decline was observed in 2022. The cur-
rent Ukrainian food wholesale market is char-
acterised by the prevalence of individual entre-
preneurs, which allowed it to maintain a certain
resilience during the war. However, to further
develop and ensure the stability of the supply of
goods, it is necessary to move towards market
consolidation and the creation of larger whole-
sale structures. An analysis of the dynamics of
the number of employees in the food wholesale
trade over 2010-2022 showed a rapid reduction
in jobs, especially in 2022. This suggests the
need for government support for the industry,
as staff shortages can adversely affect the effi-
ciency of wholesale companies and the stability
of supply to the market. The predominance of
individual entrepreneurs in the food wholesale

increase in the value of non-current assets per
business entity indicates an uneven distribu-
tion of investments. Geographical location, eco-
nomic development, and historical factors con-
tribute to regional disparities in food wholesale
trade. The concentration of wholesale turnover
in certain regions, such as the city of Kyiv, as well
as Kyiv and Odesa regions, is a consequence of
these reasons and requires a systemic solution.
To increase the volume of food wholesale trade
in Ukraine, it is necessary to intensify state reg-
ulation of this industry and introduce modern
management methods at wholesale trade en-
terprises. Prospects for further research are to
identify other factors influencing the wholesale
food turnover in Ukraine, such as the volume of
production in the country and the world, popu-
lation migration, etc.

market is one of the reasons for the reduction ACKNOWLEDGEMENTS
in the number of employees per enterprise. None.
The fixed assets of food wholesalers are
characterised by lower depreciation compared CONFLICT OF INTEREST
to other sectors of the economy. However, an  None.
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OonToBMM TOBapoo6ir npoaoBoNbYMX TOBapiB B YKpPaAiHi:
OuiHKaA Ta NPUMHATTS YNpPaBNiHCbKUX pPilUeHb

AHoOTaUiq. 3HMKEHHS OIITTOBOT'0 TOBAPOOHIry ITpoZoBOIbCTBA B YRpaiHi Yepes oKyIIallito pogodnx
3eMenb Ha IliBgHi Ta Cxoni, pyMHyBaHHS arpoIMiANPUEMCTB, JIOTICTUYHI Mpo6JIeMH, MacoBy
eMirpaiiifo HaceJleHHS CTaJIo CepHO3HO0 ITPO6IEMOIO, AKA HE JTUILIE 3aTPOIKYE Ae GilIUTOM ITPOAYKTIB
Ta 3pOCTAHHAM IIiH, ajie ¥ CTAHOBUTD 3arpo3y Xap4oBil 6e3rmelli HaceleHHS. TOMY JOCITiAKeHHS
IIPUYMH Ta HACJIIOKIB I[bOTO ABUIIA € HAA3BUYANHO aKTyaJIbHUMU. MeTOI0 HayKOBOI po60TH 6yI10
BUABJIEHHS GaKTOPIB, 110 06YMOBJIIOIOTE IUHAMIKY OITTOBOTO TOBapOO6iTy MpoI0BOIbUMX TOBAPIiB
B VKpaiHi, 3 momanbmuM GOPMYJIIOBAHHAM IIPOIO3UIIN IIOJO MigBUIIEHHS ePEeKTUBHOCTI
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IisIBHOCTI OIITOBUX ITiATIPUEMCTB Ha OCHOBI IIPUMHATTSA YIIPaBIiHChKUX pillleHb. JOCIiIKeHHA
6asyBajiocss Ha KOMIJIEKCHOMY BUKOPUCTaHHI TaKMX METOZiB, AK 36ip Ta aHali3 eMIipUUHUX
maHux, 6ibmiorpadiuHuit aHami3 HAyKOBOI JIiTepaTypy, eKOHOMIKO-CTaTUCTUYHI MeTOnH,
BRJIIOYAIOUY perpeciiiHui aHaJli3, a TAaKOK MeTOoJ, JIOTIYHOrO y3arajabHeHHS AJIs CUCTeMaTu3allil
OTPUMAHUX Pe3yJbTaTiB Ta GOPMYIIOBAaHHS BHUCHOBKIB. B pe3ysbTaTi HOCIIIKeHHS BUABJIEHO
OCHOBHIi YMHHUKY, 1110 BIUTMBAIOTh HA 06CAT OIITOBOT'O TOBAPOOHIry IpOZOBOIBIMX TOBAPIB, Ta AKi €
KPUTUYHUMU [IJI51 3a6e31edeHHs IPOA0BOIBYOI 6e3TeRu Kpainu. EKOHOMIUHUWM aHaJli3 JO3BOIUB
imenTHIKyBaTV 3aKOHOMIPHOCTI Ta TEHAEHIII1 B IMHAMIIIi TOBApOO06Iry,a perpeciiHui — KiIbKiCHO
OLIIHWUTU BIUIUB BUABJIEHUX (aKTOpiB Ta po3pobUTH peKOMeHZallii IIOoJ0 YIIpaBIiHHA LIUM
IIpOLleCcOM. 3alIpOIIOHOBAHO aKTUBi3yBaTU AepsKaBHEe perylioBaHHS, CIIpIMOBaHe Ha CTBOPEHHS
CIIPUATINBUX YMOB IJIS PO3BUTKY OITTOBOI TOPTiBIIi, BIIOEAHAHHI 3 MOAEePHi3alli€lo yIIPaBIiHCbKUX
IIpolieciB Ha piBHI ONTOBUX MiANIPUEMCTB. BusaBieHo, 10 iHHOBAIINHI MiTX0qu IO cHiBmpari 3
po3mpibHUMM MepeskaMH, TaKi K ITMOOKUN aHaji3 ixHix moTpe6, onTUMi3allisi acOpTHMEHTY,
Mo6yIoBa JOBTOCTPOKOBUX BiTHOCHH Ta BITPOBAIKEHHS CyYacCHUX TEXHOJIOTIM, € BasKIUBUMU
YMHHUKaMUY, 10 BIUIMBAIOTh Ha ePeKTUBHICTh YIIPaBNiHHA ONTOBUMU ITiAIIpUEMCTBAMU. 4
3abe3reyeHHs iX CTabiIbHOTO PO3BUTKY B MaWbyTHbOMY HeObXiIHO 3aCTOCOByBaTU eeKTHBHI
MapKeTHUHIOBI cTpaTeril. OTpUMaHi B XOZi JOCIiAKeHHA pe3ylbTaTh MaloTh BUCOKY IIPAKTUYHY
3HAUYUMICTb 1151 Cy6'€KTiB rOCIIofapioBaHHs, 1[0 34iMCHIOIOTh OIITOBY TOPTIiBJIIO IPOLOBOIBUNMU
TOBapaMU, OCKiJIBKM BOHU IO3BOJISIIOTH NPUUHATH ePeKTUBHI YIIPaBIiHCBKI pillleHHA LI0Z0
36inpIIEHHS 06CATIB OIITOBOTO TOBAPOOHIry

Kno4oBi cnoBa: rypToBa TOPTiBIA; IIPOAYKTH; MAapKeTUHIOBI cTpaTerii; iHHOBaLiMHI migxony;
KOHKYPEHTOCIIPOMO3KHICTb
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Milk production trends in Ukraine

Abstract. During 2015-2023, the dairy industry faced challenges that led to a decrease in the
number of cows, adeclinein production, adecline inits competitiveness,and animbalance between
supply and demand in the internal market. Considering the political and economic situation, it was
necessary to solve the problems of dairy production, provide the country’s population with high-
quality dairy products, and increase their exports to global markets. The study was conducted using
abstract and logical, statistical, and tabular methods to collect, process, and analyse information
on milk production, cow numbers and their productivity, feed consumption, and the formation of
market offers. The graphical method was employed to investigate the share of milk production, the
distribution of self-sufficiency, the dynamics of livestock keeping, and the average annual milk
yield. The study analysed milk production and examined the share of production in the structure
of gross agricultural output in 2015-2023. The study analysed the balance of production and
consumption, examined the distribution of Ukrainian regions by the level of milk self-sufficiency,
formed a rating of regions by production per capita in 2021. The study analysed and grouped
enterprises by livestock, developed a map of the number of cows in farms in 2023, and considered
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Milk production trends in Ukraine

the average annual milk yield in 2015-2023. The study found that to improve the situation in milk
production, it is necessary to comprehensively consider state support that will help increase
production and create suitable economic and legal conditions for the gradual transformation of
enterprises into family farms or dairy cooperatives. The article identified the main problems of
milk production in Ukrainian farms, developed ways to address them, and highlighted the practical
value of an integrated approach to measures that will improve the quality and competitiveness of
dairy products in the domestic and foreign markets

Keywords: consumption; livestock; productivity; households; enterprise; self-sufficiency

INTRODUCTION

The dairy market plays a significant role in
Ukraine’s food industry, providing the human
diet with animal products such as milk, cheese,
yoghurt, kefir, sour cream, butter, sour milk, etc.
By supplying the human body with essential nu-
tritional and biologically active substances that
are a source of animal protein, the dairy farming
industry has become an integral part of the eco-
nomic structure, which has made it possible to
analyse and investigate its development trends,
promote exports, provide jobs, and stimulate the
development of agricultural cooperative com-
plexes. The study of trends in the dairy indus-
try, such as the introduction of innovative tech-
nologies, improvement of the quality of dairy
products, and reduction of their environmental
impact considerably affect the country’s overall
economic situation and its integration into the
global market.

According to V. Antoshchenkova & Yu. Krav-
chenko (2022), consumers are increasingly
seeking to include dairy products in their daily
diet to improve their health with high-quality
and healthy natural products. According to the
FAO (Food and Agriculture Organisation of the
United Station, n.d.), global milk production was
estimated at 930 million tonnes in 2022, and in
2023 it grew by 1.4%. The slowdown in milk pro-
duction growth was driven by a 39% increase in
feed prices compared to 2022, higher prices for
fertilisers, fuel, and electricity, adverse weath-
er conditions that reduced yields, international
climate protection initiatives, and a reduction
in the carbon footprint of farms (Kukhaleish-
vili, 2023). As of 2023, Ukraine was ranked 327
in the global milk production ranking with
7.36 million tonnes (Official website of the State
Statistics of Ukraine, 2023). Ukraine has a fa-
vourable geographical location, rich natural

(e

resources and production potential, and oppor-
tunities for the development of dairy farming.
However, in 2015-2023, the industry experi-
enced negative trends in the reduction of live-
stock, a decrease in milk production, increased
imports, rising prices and, accordingly, an in-
crease in the cost of dairy production (Gladiy &
Prosovich, 2022). L. Donets et al. (2024) believe
that negative trends also include a decrease in
the share of dairy exports, a low technological
level of milk production at enterprises, and in-
sufficiently established cooperation between
households (the main milk producers) and dairy
processing enterprises. Changes in consumer
preferences, a decline in consumer solvency,
the pandemic, climate and demographic chang-
es, the introduction of martial law, and active
hostilities were also factors. Consumer interest
in plant-based animal milk substitutes grew in
2015-2023. It was necessary to constantly prove
to consumers the benefits of milk consumption,
provide reliable information about the dangers
of alternative products, and fight unfair compe-
tition and falsified dairy products (Antoshchen-
kova & Kravchenko, 2022).

Considering that on 13 December 2023,
the European Council decided to negotiate
Ukraine’s accession to the EU, and in 2024
Ukraine is working with the EU on the process of
fullintegration of all its institutions into Europe-
an standards, milk producers must modernise
their production following European standards,
such as Codex Alimentarius Commission (2024).
Such as the EU Regulation developed under
the auspices of FAO (Regulations of the Euro-
pean Parliament of the EU and of the Council
No. 2019/1700 On a Common Framework for
European Statistics on Persons and Households
Based on Individual-Level Data Collected From
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Samples, 2019), Order of the Ministry of Health
of Ukraine dated No. 1145 “On Approval of the
Requirements for Claims About the Nutrition-
al Value of Food Products and Claims About the
Health Benefits of Food Products”, 2020), and the
WHO Institute of Nutrition (Order of the Minis-
try of Health No. 1613 “On Approval of the Rules
for Adding Vitamins, Minerals and Some Other
Substances to Food Products”, 2020). According
to the Hazard Analysis and Critical Control Point
(HACCP, 2023), DSTU ISO 22000:2019 (2019) and
Food safety management systems (2020) stand-
ards, by modernising dairy production to EU
standards, enterprises will be able to maintain
the competitiveness of the Ukrainian dairy in-
dustry and open new markets. I. Tsvigun & F. Ts-
vigun (2023) noted that the main problems of
dairy farming recovery are related to the growth
of the number of animals, but itis also necessary
to consider the economic indicators of milk pro-
duction, prices and quality of dairy products, the
volume of milk exports and imports, and the sol-
vency of the country’s population. According to
L. Donets et al. (2024), it is important to stabilise
and improve the situation on the milk market by
using a combination of measures based on eco-
nomic, legal, and government support.

M. Gladiy § O. Prosovich (2022) found that
an increase in state support and funding for the
dairy industry can become a driving force for
development, concluding that only with close
contact, interaction, and consideration of the in-
terests of all actors - producers, processors, and
the state, development of a strategy, implemen-
tation of an effective mechanism for its imple-
mentation, it is possible to ensure sustainable
growth of the dairy industry in the long term.
The purpose of this study was to analyse trends
in milk production and to find out the reasons
for the negative trends in dairy farming. The
objective of this study was to propose measures
and determine the prospects for production in
Ukrainian farms, considering the real condi-
tions and practices of developed countries, to
provide the internal market with the necessary
volume, quality, and growth of its exports.

MATERIALS AND METHODS
The information and analytical framework of the
study was based on statistical materials of the

Economics and Business Management (15)3

State Statistics Service of Ukraine (Official web-
site of the State Statistics of Ukraine, n.d.) and
FAO for 2015-2023, as well as the results of re-
search by international organisations. The main
sce of information is the section “Livestock Pro-
duction, Number of Livestock and Feed Supply”
and the statistical yearbook “Balances and Con-
sumption of Basic Foodstuffs by the Population
of Ukraine” on the website of the State Statistics
Service of Ukraine (Official website of the State
Statistics of Ukraine, 2023), which contains in-
formation on milk production, cow productivity,
feed use, consumption of basic foodstuffs and
balance of dairy products. The theoretical basis of
this study was taken from the studies of Ukrain-
ian and foreign researchers who have investi-
gated the problems and challenges of the dairy
industry. The recommendations of the WHO In-
stitute of Nutrition of Ukraine (Order of the Min-
istry of Health No. 1613 “On Approval of the Rules
for Adding Vitamins, Minerals and Some Other
Substances to Food Products’, 2020) were used
to study the consumption of dairy products.

The National Programme for the Devel-
opment of Dairy Farming and Processing En-
terprises of Ukraine until 2030 was a strategic
legal document at the national level. The gen-
eral scientific methods of research included the
method of analysis, based on which the research
algorithm was built; the method of comparison,
which helped to compare the principal indica-
tors of the dairy industry development; abstract
and logical method for generalising trends in
the development of the dairy industry, form-
ing prospects for its development, and draw-
ing conclusions. Several special methods were
employed in the study, namely: the method of
economic analysis and ranking to identify the
key factors that affect the efficiency of milk pro-
duction; the econometric method of testing data
in the Excel software package to confirm the
existence of quantitative relationships between
identifying trends in the development of dairy
cattle breeding indicators; tabular and graphical
methods to improve the analytical perception
of data statistics and draw correct conclusions
about milk production, cow numbers and pro-
ductivity, feed consumption, milk supply, dis-
tribution of self-sufficiency, dynamics of cow
keeping on farms, and average annual milk yield.
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The principal standards in the Codex Ali-
mentarius Commission study were “Standard for
fermented milk products” (CXS 243-2003, 2003),
“Standard for the naming of milk fats” (CXS 211-
1999, 1999), “Standard for milk fat spreads” (CXS
253-206, 2006), “General Standard for Cheese”
(CXS 283-1978, 1978), Order of the Ministry of
Health “On Approval of the Requirements for
Claims About the Nutritional Value of Food Prod-
ucts and Claims About the Health Benefits of
Food Products” (Order of the Ministry of Health
No. 1145 “On Approval of the Requirements for
Claims About the Nutritional Value of Food Prod-
ucts and Claims About the Health Benefits of
Food Products”, 2020), “Food Safety Management
Systems” (DSTUIS022000-2019,2019). “Require-
ments for organisations in the food production
chain” (Food safety management systems, 2020),
and the Law of Ukraine “On Basic Principles
and Requirements for the Safety and Quality
of Food Products” (Law of Ukraine No. 3221-IX
“On Basic Principles and Requirements for the
Safety and Quality of Food Products’, 2023).

The share of milk production in total
agricultural production was calculated using

Equation 1:
= &P

174
Gp’

1)
where P is the share of milk production in total
agricultural production, %; Q is the production
quantity, tonnes; P is the price, UAH; GP is gross
agricultural production, UAH.

Factual consumption of dairy products was
calculated based on Equation 2:

FCd=Q+I-E-CL, )

where FCd is the factual consumption of dairy
products, kg; Q is the production quantity,

%

34.7 349

tonnes; I is the imports, tonnes; E is the exports,
tonnes; CL is the feed costs and consumerlosses.

The level of self-sufficiency was calculated
using Equation 3:

FICM+FC+L
SL = —

Lot €)
where SL is the self-sufficiency level, kg; FICm is
the fund for internal milk consumption, kg; FC
is the feed costs, tonnes; L is losses, tonnes; Q is
milk production volume.

The concentration of livestock per farm was
calculated using Equation 4:

Ni

C=cgrrr—
Yvii<i<n’

(4)
where Ni is the number of livestock of the
i-group, heads; i is the group by number of cows,
number; n is the number of groups.

The calculation of the number of cows and
their number by farms was based on the aver-
age number of cows in the farms of the regions
of Ukraine. The degree of influence of the fac-
tor characteristics on the result was analysed
using Microsoft Excel software. The sample
was formed based on data from 24 regions of
Ukraine. The data does not include the tempo-
rarily occupied territory of the Autonomous
Republic of Crimea, the city of Sevastopol, and
part of the temporarily occupied territories of
Donetsk and Luhansk regions.

RESULTS AND DISCUSSION
The dairy industry is one of the leading sectors
in Ukraine’s food industry. In 2023, the share of
milk production in total agricultural production
(in gross output prices of 2021) was 29.9%, and
in the structure of gross livestock production -
5.6% (Fig. 1).

40 344 333 32 314 31 313 399 . _
H—*‘“‘_‘_—*—H in gross agricultural
30 production
20 8 7.3 7.4 6.7 6.4 6.8 5.5 6.6 5.6 =—=—in gross livestock
10 production
T T T T T T T T T 1
2015 2016 2017 2018 2019 2020 2021 2022 2023

Figure 1. Share of milk production in total agricultural production
(share in the overall structure of livestock production)
Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)
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According to the study, it was found that
compared to 2015, it decreased by 34% and 1.4%.
This negatively affected the milk market, con-
sumption, sales, and exports. The development
of the dairy industry is influenced by the state of
the production base, consumer solvency, market
infrastructure, etc. In 2019-2023, the effects of
the COVID-19 pandemic, martial law and, as are-
sult, a decline in milk production were added to
the factors (Kozak & Hryshchenko, 2022). Coun-
tries around the world have different attitudes
towards milk consumption and production. For
example, in China, which is the largest import-
er, consumption is 260 ml per person per year
(Ukraine: Milk Production, 2020). This is condi-
tioned by the fact that the Chinese tradition of
consuming dairy products is still being formed,
and there is a shortage of dairy products on the
market, which is why China is dependent on im-
ports of dairy products. The Ministry of Health of
New Zealand suggests consuming dairy prod-
ucts at least twice a day, giving preference to
low-fat dairy products, including “alternative”
milk (rice, coconut, and soy) in the diet. It is rec-
ommended to consume 1 glass of milk (250 ml),
1package of yoghurt (125-150 g), 2 slices of cheese
(40 g) and 1 glass of soy milk (250 ml) per day.
The daily milk consumption rate (in terms of raw
milk) in New Zealand is 108.88 kg/person, in Can-
ada - 76.18 kg/person, Australia - 9914 kg/per-
son, the USA - 64.05 kg/person, and in India the
consumption rate is 5870 kg/person, according
to 2020 data (Ukraine: Milk Production, 2020).

The WHO recommends consuming 330 kg
of milk and dairy products per person per year

(How much dairy products should be con-
sumed, 2022). According to the recommenda-
tions of the Institute of Nutrition, the WHO rec-
ommends a daily intake of 3-4 glasses of milk
per day for a child, or it can be replaced with ke-
fir, yoghurt, hard and cottage cheese, because at
ayoung age the body needs to be saturated with
calcium, the consumption of which affects bone
density. An adult’s daily intake of dairy products
is 2 glasses of milk, kefir, ryazhanka (baked milk)
or 500 g of cottage cheese, and it is recommend-
ed that elderly people consume up to 3 glasses of
fermented milk products suchasyoghurtandke-
fir per day. In the United States, the Department
of Agriculture recommends consuming three
servings of dairy products per day (one serving
is a glass of liquid milk or yoghurt or 40 g of hard
cheese). The Ministry of Health of Ukraine rec-
ommends consuming one glass of milk (250 ml),
one serving of yoghurt (200 ml), 40 g of hard
cheese, and 120 g of cottage cheese (How much
dairy products should be consumed, 2022). The
rational, scientifically sound annual consump-
tion rate of milk and dairy products per person
in Ukraine is 350-380 kg per year. Studies have
shown that the consumption of dairy products
in Ukraine decreased by 1.08 times in 2015-2021
(from 8,995 thsd tonnes in 2015 to 8,337 thsd
tonnes in 2021). Analysing the production and
consumption of milk and dairy products per
capita in Ukraine, its decrease can be observed.
The study showed that in 2015-2023, milk pro-
duction per capita decreased by 24 kg, while
consumption in 2015-2021 decreased by 84 kg
and amounted to 201.5 kg (Table 1).

Table 1. Dynamics of production and consumption of milk and dairy products per capita, kg

Year Production Consumption
kg to the previous year kg to the previous year
2015 248 - 209.9 -
2016 243 98.0 209.5 99.8
2017 242 99.6 200.0 95.5
2018 238 98.4 197.7 98.9
2019 230 96.6 200.5 101.4
2020 222 96.5 201.9 100.7
2021 211 95.1 201.5 99.8
2022 222 105.2 - -
2023 224 100.9 - -
Consumption norm - - 380.0 -

Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)

Economics and Business Management (15)3
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In 2021, the per capita consumption of
dairy products in Ukraine was 26.27% of the
physiological norm of 380 kg of the Ministry of
Health. Compared to WHO standards (330 kg),
thisis 30.25%. The decline in milk consumption

per capita is caused by a decrease in milk
production, which in all categories of farms
decreased by 30% or 1.4 times from 10.6 mil-
lion tonnes to 74 million tonnes in 2015-2023
(Table 2).

Table 2. Milk production in Ukraine, 2015-2022

Year 2023 in % to
Indicator
2015 2016 2019 2020 2021 2022 2023 2015 2022
thsd. t 10,615 | 10,064 | 9,663 9,264 8,714 7,768 7,430 70.0 95.7
% 100 100 100 100 100 100 100
Agricultural enterprises:
thsd. t 2,669 2,756 2,729 2,761 2,768 2,621 2,810 105.3 107.2
% 25.1 27.4 28.2 29.8 31.8 33.8 37.8
Household farms:
thsd. t 7,946 7,309 6,935 6,502 5,946 5,147 4,621 58.1 89.8
% 74.9 72.6 71.8 70.2 68.2 66.2 62.2
Milk production in all
categories of farms:
Milk production per
. 247.8 238.1 229.9 2219 210.6 2219 223.8 101.1 95.7
capita, kg

Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)

At the same time, production in agricultural
enterprises increased by 5.3% or 141thsd tonnes,
while households saw a faster decline in milk
production - by 41.9% or 3,325 thsd tonnes. With
the outbreak of hostilities in 2022, milk produc-
tionin all categories of farms decreased by 10.9%
compared to 2021, due to a 20% decrease in milk
production in households and a 10% decrease in
agricultural enterprises. It was found that a con-
siderable share of milk production (66.2%) is ac-
counted for by household farms, while agricul-
tural enterprises account for 33.8%. According to
statistics from 2015-2022, the functioning of the
dairy market under comparable production and
marketing conditions shows serious structural
problems and requires urgent reforms to ensure
stability and efficiency. In the long term, it is the
development of dairy farming through large,
specialised enterprises that can produce quality
milk, improve technological conditions, attract
investment in the construction of new farms
and improve existing ones. According to official
data, in 2022, almost a third of milk production
in Ukraine was provided by agricultural enter-
prises, while in 2015 it was only 25% (Official
website of the State Statistics of Ukraine, 2023).

©

Even though agricultural enterprises re-
duced their milk production in 2015-2022,
their share in total production began to shift
upwards, from 25.1% to 33.8%, due to improved
conditions for keeping cows and milk yield. In
2022, the company produced 5,147 thsd tonnes
of the product, which is 20% less than in 2021.
It is highlighted that a large share of produc-
tion in households in Ukraine (66.26%) is not
due to an increase in production but is the re-
sult of a decrease in production in the public
sector (Kozak & Hryshchenko, 2022). Gradually,
the bulk of milk production in Ukraine is shift-
ing towards large enterprises. Household farms
are characterised by labour market shortages
and production costs. Due to the lack of mech-
anisation of production, small livestock sizes
(mainly 1-2 cows), insufficient feed supply, and
low development of breeding. Farms cannot
guarantee the proper quality of milk due to the
inability to ensure proper sanitary and hygienic
standards of its production or in the absence of
primary processing (cooling), and therefore they
continue to actively get rid of cows, which affects
the decline in milk production in the country
(Shpychak, 2021). It was found that a decrease in
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the share of households in the milk market will
lead to an increase in product quality and pric-
es. An analysis of the balance of production and

consumption of dairy products in all categories
of Ukrainian farms showed that its volumes de-
creased (Table 3).

Table 3. Balance of milk and dairy products in all categories of Ukrainian farms, thsd tonnes

Year
Indicators
2015 2016 2017 2018 2019 2020 2021
Production 10,615 10,382 10,281 10,064 9,663 9,264 8,714
Changes in inventory -41 28 33 74 -1 171 -26
Import 78 105 132 180 337 691 781
Total resources 10,734 10,459 10,380 10,170 10,001 9,784 9,521
Export 464 434 835 807 593 440 369
Spent on feed 1,097 1,069 1,036 996 969 904 805
Losses 15 14 13 12 11 10 10
Consumption fund 8,995 8,942 8,496 8,355 8,428 8,430 8,337
per 1 person, kg 209.9 209.5 200 197.7 200.5 201.9 201.5
Level of self-sufficiency 105.0 103.6 107.7 107.5 102.7 99.1 95.2
Market capacity 10,220 10,053 9,578 9,437 9,407 9,515 9,126
Degree of market openness, % 0.76 1.04 1.38 1.91 3.58 7.26 8.56

Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)

It was found that milk production exceeds
the consumption fund, but consumption itself
does not meet the standards. In 2015-2021, milk
consumption per capita ranged within 200-
209 kg (Official website of the State Statistics
Services of Ukraine, 2023). The loss of control
over part of the country’s territory as a result of
hostilities, a decline in the purchasing power of
the country’s population, and a reduction in the
size of the market have all contributed to areduc-
tion in the capacity of the internal dairy market.
In 2021, the share of milk produced in Ukraine
that was used for domestic consumption in the
dairy sector was 9.2%, and 95.7% for household
consumption. In 2021, the market capacity was
9,126 thsd tonnes, down 10.8% compared to 2015
due to a decrease in production and exports (by
17.9% and 20.5%, respectively).

In 2015-2021, imports increased 10-fold
to 9% of commodity production, or 2.3 times
higher than exports. The degree of openness
of the dairy market increased from 0.76% in
2015 to 8.56% in 2021 due to increased imports

Economics and Business Management (15)3

of products and a decrease in market capacity,
which shows Ukraine’s import dependence on
other countries. However, the level of self-suf-
ficiency in milk and dairy products in 2021 was
95.2%. The highest self-sufficiency rates in
2015 and 2021 were in Poltava, Khmelnytskyi,
Chernihiv, and Vinnytsia regions, while the
lowest were in Kyiv, Luhansk, Dnipro, and
Donetsk regions (Fig. 2). At the same time, in
2021, Ternopil region met the demand for dairy
products by 174%, Zakarpattia region - by 94%,
Zaporizhzhia region - by 57%, Lviv region - by
71%, Odesa region - by 65%, Kharkiv region - by
76%, Cherkasy region — by 151%, Sumy region —
by 164%. Insufficient coverage of milk and dairy
products consumption is related to household
incomes, rising prices for milk and dairy prod-
ucts, and production volumes of milk and dairy
products. The largest volumes of milk produc-
tion per capita in 2015-2021 were also observed
ondairy farms in Khmelnytskyi, Poltava, Cherni-
hiv, Vinnytsia, Ternopil, Zhytomyr, and Cherkasy

regions (Table 4).
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Figure 2. Distribution of Ukrainian regions by level of milk self-sufficiency
Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine
(2023)

Table 4. Milk production per capita, kg

2015 2016 2017 2018 2019 2020 2017 | 2021 to 2015, %
Regions of Ukraine

248 243 242 238 230 222 211 85.0
Vinnytsia 522 535 538 526 492 475 452 86.5
Volyn 408 396 396 377 357 344 330 80.9
Dnipropetrovsk 106 99 93 91 89 87 79 74.8
Donetsk 53 45 45 45 42 38 35 66.4
Zhytomyr 462 456 443 451 426 421 411 88.9
Zakarpattia 284 255 258 275 279 269 250 88.1
Zaporizhzhia 148 149 151 142 130 121 109 73.8
Ivano-Frankivsk 343 338 336 321 313 301 290 84.5
Kyiv 96 94 93 92 84 81 78 80.5
Kirovohrad 318 317 318 324 320 294 296 93.0
Luhansk 72 56 57 59 53 52 48 67.4
Lviv 225 214 209 201 191 184 171 75.9
Mykolaiv 296 296 299 286 266 250 223 75.4
Odesa 161 152 146 141 135 130 124 76.7
Poltava 550 556 558 542 544 532 507 92.2
Rivne 376 376 373 343 310 293 247 65.7
Sumy 373 374 378 377 369 364 340 90.9
Ternopil 431 427 428 429 437 452 451 104.6
Kharkiv 193 195 194 196 195 178 163 84.9
Kherson 282 280 279 273 274 260 235 83.5
Khmelnytskyi 448 457 466 492 505 522 529 118.0
Cherkasy 425 420 414 399 390 389 373 87.7
Chernivtsi 323 316 310 302 288 276 264 81.7
Chernihiv 526 529 535 530 511 464 456 86.7

Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine
(2023)

According to Table 4, the lowest volumes Odesa, and Kharkiv regions. In terms of regions,

in 2015-2021 were observed in dairy farms in it was found that the largest milk producers
Donetsk, Luhansk, Kyiv, Dnipro, Zaporizhzhia, in 2022 were Khmelnytskyi (673 thsd tonnes
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or 87% of the total milk produced in Ukraine),
Poltava (663 thsd tonnes or 8.5%) and Vinnytsia
(631thsd tonnes or 8.1%) regions.

At the same time, due to the full-scale inva-
sion of Russia, Ukraine'’s dairy industry did not
receive 1 million tonnes of raw milk in 2022, and
the volume of milk produced was 10.9% less than
in 2021. Among the regions, the lowest milk pro-
duction volumes in 2022 were in Lviv (388 thsd
tonnes), Ivano-Frankivsk (370 thsd tonnes),
Volyn (324 thsd tonnes), Zakarpattia (298 thsd
tonnes), Odesa (287 thsd tonnes), Kirovohrad
(273 thsd tonnes), Chernivtsi (227 thsd tonnes),
Mykolaiv (197 thsd tonnes), Zaporizhzhia
(106 thsd tonnes), and Kherson (65 thsd tonnes).
The highest level of decrease in milk production
during 2015-2021 was observed in Donetsk re-
gion - by 36.7%, Luhansk region - by 35.7%, and
during 2021-2022 in Zaporizhzhia region - by

thsdt 10,734 10,459 10,380
12,000 5 10,615 10,382 10,281 10,064
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411%, Kharkiv region - by 50.4%, Donetsk re-
gion - by 574%, Kherson region - by 72.5%, due
to anti-terrorist operations and military opera-
tions (Official website of the State Statistics Ser-
vices of Ukraine, 2023).

In 2015-2021, milk production in the re-
gion decreased by 19.5%, while consumption
of milk and dairy products decreased by 4.8%,
which led to structural shifts in production
and supply to the market. In 2015, the supply of
milk for processing was 8,492 thsd tonnes and
2,123 thsd tonnes for on-farm consumption,
and in 2021, respectively, 6,971.2 thsd tonnes
and 1,742.8 thsd tonnes. In 2015, including milk
imports, the supply of milk was 10,734 thsd
tonnes, while production was 10,615 thsd
tonnes (Fig. 3), meaning that supply exceeded
production. In 2021, it was 9,521 and 8,714 thsd
tonnes, respectively.

2015 2016 2017 2018

10,001 g 784 9,521
9,663 9,264 8,714
Milk production, thsd t
B Milk offer, thsd t
2019 I 2020 I 2021

Figure 3. Supply of milk by Ukrainian farms
Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)

The decline in raw milk production by all
categories of farms was caused by a reduction in

the number of cows, despite an increase in cow
productivity (Table 5).

Table 5. Number of cows by farm category in Ukraine (beginning of the year), thsd heads

Year 2023 in % to
Indicator

2015 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2015 | 2022
Numberof cowsinall | ) 5 | 55178 | 1,9194 | 1,788.5 | 1,673.0 | 1,544.0 | 1,352.8 | 59.8 87.6
categories of farms
% 100 100 100 100 100 100 100 X X
including:
in agricultural 529.2 | 466.6 | 467.8 | 438.6 | 4239 | 4246 | 3942 | 745 92.8
enterprises
% 23.4 23.1 24.4 245 253 275 29.1 X X
in household farms | 1,733.5 | 1,551.2 | 1,451.6 | 1,349.6 | 1,249.1 | 1,119.4 | 958.6 | 553 85.6
% 76.6 76.8 75.6 755 74.7 725 70.9 X X

Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)
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The study found that the vast majority of
cows are concentrated in households. Thus,
in 2022, the number of cows in Ukraine was
1,352.8 thsd heads, of which 394.2 thsd heads,
or 29.14%, were kept in agricultural enterpris-
es, and 958.6 thsd heads, or 70.9% - in house-
hold farms. Many economic experts do not
understand this correlation, as Ukraine has
a developed food sector that can provide the
country’s population with food, form an active
position in international agri-food markets,
and dairy business in Ukraine is a profitable
enterprise. This is facilitated by the availability
of land, low rents, the absence of milk quotas
(restrictions) and, compared to other coun-
tries, a relatively lenient taxation system, and
the availability of feed, as all types of feed are

produced in the country (The agricultural sec-
tor of Ukraine..., 2024).

In 2015-2023, the number of cows de-
creased by 9099 thsd heads, or 167 times,
including 135 thsd heads, or 1.3 times, in agri-
cultural enterprises, and 774.9 thsd heads, or
1.81 times, in household farms. In 2023, com-
pared to 2022, the number of cows decreased
by 12.38% across all categories of farms, main-
ly due to 14.36% decrease in households. The
number of companies specialising in milk
production in Ukraine decreased from 2,614
to 1,309, or by 1,305 companies, in 2015-2023.
There is also a change in the concentration of
milk production. Thus, while in 2015 there were
64 enterprises with more than 1,000 cows, in
2023 there were only 73 enterprises (Fig. 4).

thsd heads
3,000
2,500 \ Hunder 50
2,000 B 50-99
1,500 100-499
1,000 500-999
500 W over1,000
0
2015 2018 2019 2020 2021 2022 2023

Figure 4. Number of cows on farms, heads
Source: created by the authors of this study based on the Official website of the State Statistics of Ukraine (2023)

A grouping of enterprises by number of cows
showed that in 2023, farms with up to 50 cows
accounted for 26.51%, 50-90 cows — 13.67%, 100-
499 cows — 44.16%, 500-999 cows — 9.78%, and
over 1,000 cows — 5.58%. In 2015-2022, the bulk
of animals were concentrated in farms with
100-499 heads (Fig. 4), while the largest number
of animals was over 1,000 heads (Kozak, 2018).
There has been a gradual increase in the num-
ber of enterprises with over 1,000 heads. During
2010-2022, 43 farms with over 1,000 cows were
opened in Ukraine (Global challenge: Why milk
production.., 2023). There is a distinction be-
tween large milk producers with over 3,000 cows
using modern scientific and technological ad-
vances and small milk producers, households
with 1-2 cows and a much lower level of organ-
isation and technical equipment.

The international market is witnessing a
process of dairy farm consolidation, as small

©

businesses are struggling with rising produc-
tion costs. According to the IFCN results, the
share of enterprises with over 1,000 heads has
been growing in recent years. Large farms are
more resilient to challenges and are attractive
to investors. This trend is typical even for EU
countries (with mostly small and medium-sized
farms), which in 2022 increased the number of
cows with more than 100 cows by 1.8% com-
pared to 2021, although the total number of
farms decreased by 3.5% in 2022 compared
to 2021, mainly due to small farms leaving the
dairy industry. IFC (World Bank Group) experts
note that a sustainable model for Ukraine is a
dairy industry with farm sizes of 2,000 heads
and an annual production of 9 tonnes of milk
per cow (Global challenge: Why milk produc-
tion..,, 2023). During the study period, the av-
erage herd size in agricultural enterprises in-
creased from 193 heads in 2015 to 274 heads in
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2022, or by 41.97% or 1.4 times. Scientists have
proven that an increase in the number of cows
in a herd increases the efficiency and competi-
tiveness of production.

Meanwhile, in 2015-2021, herd reproduc-
tion rates deteriorated in all categories of farms,
as the number of calves per 100 cows decreased,
with the number of calves decreasing from 71 to
67. Moreover, this trend is also observed in the
regional context, with the highest calf crop in
2021 in Volyn (73 heads), Ternopil (72 heads),

under 50 51-75 76-100 over 100

Kharkiv (72 heads), Chernihiv (71 heads), Kyiv
(70 heads), Poltava (70 heads), and the low-
est - in Zakarpattia (46 heads), Ivano-Frankivsk
(55 heads), Chernivtsi (60 heads), and Sumy
(60 heads) regions. According to the State Sta-
tistics Service of Ukraine, as of 1 January 2023,
there were 1,353 thsd cows in all categories of
farms (Official website of the State Statistics
Services of Ukraine, 2023). The leaders in terms
of the number of cows in 2023 were Khmel-
nytskyi, Vinnytsia, and Poltava regions (Fig. 5).

In Ukraine — 1,353 thsd heads

Figure 5. Number of cows in farms of all categories as of 1January 2023, thsd heads
Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)

A small number of livestock is concentrat-
ed in Luhansk, Donetsk, Dnipro, Zaporizhzhia,
Kherson, Mykolaiv, and Sumy regions. Studies
show that there is a direct correlation in the
regions between the decline in milk produc-
tion and the decline in the number of cows.
Thus, in Kyiv, Vinnytsia, Ivano-Frankivsk, and
Dnipro regions, the number of cows in 2022
was less than 30.0-35.3% of the 2015 level. At
the same time, in the Zakarpattia, Ternopil,
Khmelnytskyi, Chernivtsi, Poltava, and Ode-
sa regions, the number of cows decreased to
only 13.8-20.9% during the study period, due
to an increase in the number of cows in house-
holds. The study revealed a downward trend in
the number of cows due to the loss of interest

Economics and Business Management (15)3

in keeping cows by all categories of farms due
to the lack of an effective programme to stim-
ulate the development of the dairy industry,
climate change, annual increases in the cost of
feed, fuel, and lubricants and electricity, an im-
perfect mechanism for subsidising producers
and insufficient government support for dairy
farming, a reduction in/receipt of calf crop,
cow fatness, poor housing conditions, low head
count and market conditions.

From 2021 to 2022, the frontline regions
lost cattle — some stayed in the occupied territo-
ries without accounting and supervision, while
some producers managed to rescue and trans-
port livestock to central and western regions
of Ukraine, where the security situation was

@
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better than in the south and east (The number
of cows on farms decreased to 387,000, 2023).
In the context of the economic crisis and war,
producers do not risk investing in increasing
livestock, facing a shortage of staff, increased
logistics costs, and deteriorating feeding condi-
tions (Global challenge: Why milk production...,
2023). Ukraine’s dairy sector has lost 50,000
cows, 100 dairy farms, a large part of the terri-
tory is under Russian occupation, and there is a

lack of working capital, credit, and government
subsidies. The cost of milk production is rising,
and prices are rising. The number of cattle in
Ukraine is expected to decline as a result of the
negative effects of the war, increased slaughter
volumes, and live exports. Calculations of the
study’s statistics confirmed that the decline in
milk production is connected with cow produc-
tivity, which is twice as low in Ukraine as in de-
veloped countries (Fig. 6).

kg
8,000 - et Farms of all categories
7,500 - enterprises
7,000 7 @ household farms
6,500 -
6,000 -
5,500
5,000 -
e o —= o N )
4,500 | $= ¢ * ¢ ¢ v ¢ — M
4,000
2015 2016 2017 2018 2019 2020 2021 2022 2023
—— | 4,644 4,735 4,820 4,922 4,976 5,129 5,155 5,119 5,476
5,352 5,643 6,025 6,190 6,101 6,634 | 6,863 6,611 7,568
| 4,437 4,473 4,480 4,559 4,630 4,666 4,604 4,569 4,664

Figure 6. Average annual milk yield per cow in all categories of farms in Ukraine
Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)

Despite a 30% decrease in milk production
in Ukraine in 2015-2023 and a 40.2% decrease in
the number of cows, the annual increase in their
productivity from 4,644 kg to 5476 kg is observed
due to the purchase of high-yielding cows. No-
tably, milk yields in agricultural enterprises are
growing faster than in households, which is
caused by the use of more advanced technologi-
cal means of production. Thus, in 2015, cow pro-
ductivity at agricultural enterprises was 5,352 kg
of milk, in 2019 it was over 6,101 kg of milk, in
2021it was 6,863 kg, and in 2022, due to military
operations, milk yields decreased to 6,611 kg per
cow, i.e., 3%, while in 2023 it was 7,568 kg.

According to the State Statistics Service
of Ukraine, at the beginning of February 2022,
the average annual milk yield per cow in all
categories of farms was 5119 kg. The leaders
in cow productivity were Kyiv (6,970 kg), Cher-
kasy (6,615 kg), Poltava (6,306 kg), and Vinnytsia
(5,892 kg) regions. The lowest productivity was

G

observed in Odesa (3,312 kg), Zakarpattia
(3,474 kg), and Dnipro (3,770 kg) regions. It was
clarified that developed countries have moved
away from the concept of increasing the num-
ber of cows and are directing their resources to
increasing milk yields while reducing the num-
ber of cows due to improved breeding, techno-
logical progress, cow housing conditions and
improved diets (Kozak § Hryshchenko, 2022).
The concentration of significant milk produc-
tion in households (66% in 2022) does not allow
for high-quality products. The supply of milk to
dairy processing plants reaches only 17.3% of
the total production process. The milk produced
in households meets the requirements of the
highest (in 2022, 3.9%) and first (in 2022, 771%)
grades, while the milk produced in agricultural
enterprises meets the requirements of extra (in
2022, 42.7%), highest (in 2022, 32.6%), and first
(in 2022, 19.3%) grades (Official website of the
State Statistics of Ukraine, 2023).
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The study confirmed that milk quality is
an important factor in the competitiveness of
enterprises in the dairy market, and that the
quality of milk is ensured by using the genetic
potential of cows, a suitable level of veterinary
care, the use of modern housing technolo-
gies, high-tech milking parlours, refrigeration
equipment, and the provision of nutritious
feed. O. Shpychak (2021) noted that the problem
of milk quality can be solved by restructuring
milk production by increasing the number of
cows in households from 1-3 heads to 15 heads,
which will help to eliminate anonymisation,
create mini-farms, and ensure proper milk
quality and combine the producer and the sell-
erin one process - the main stage of improving
milk quality by creating mini-farms. The ex-
perience of the effective existence of this type
of farm with a number of cows (15-40 heads)
is widespread in countries around the world,
as the formation of small enterprises is not a
strategic area of the organisational structure

of market-type agriculture. The same opin-
ion is shared by the scientists of the National
Research Centre of the Institute of Agrarian
Economics, who note that households cannot
be the basis of the dairy industry, the revival
and development of the country (Kozak, 2018).
Age-related factors, increased costs of mate-
rial and technical resources, migration, and
inaccessible loans predict a further decline in
the number of households. It is predicted that
EU requirements for milk quality or a ban on
the sale of milk produced by households will
accelerate this process (Kozak, 2018). Among
the factors that influence the increase in cow
productivity, the most important is properly
organised feeding of animals and their qual-
ity. Feed consumption of all types per head of
cattle increased in all categories of farms from
3,078 kg feed units in 2015 to 3,135 kg feed units
in 2021, while the cost of producing 100 kg of
milk did not change in 2015-2021 and amount-
ed to 96 kg feed units (Table 6).

Table 6. Feed costs per 100 kg of milk production in enterprises

Feeds of all kinds Of which concentrated
2010 2015 2020 2021 2022 2010 2015 2020 2021 2022
Ukraine 1.18 1.00 0.84 0.86 0.86 0.37 0.41 0.46 0.47 0.48
Vinnytsia 1.16 0.95 0.81 0.92 0.81 0.35 0.37 0.47 0.55 0.49
Volyn 1.28 1.26 0.88 0.88 0.83 0.27 0.41 0.44 0.47 0.46
Dnipropetrovsk 1.05 0.92 0.93 0.87 0.90 0.36 0.39 0.55 0.48 0.52
Donetsk 1.10 0.85 1.03 1.30 1.27 0.41 0.43 0.67 0.59 0.56
Zhytomyr 1.78 1.24 1.00 1.04 0.94 0.46 0.44 0.46 0.54 0.49
Zakarpattia 1.03 1.25 0.90 1.31 1.66 0.26 0.41 0.39 0.63 0.80
Zaporizhzhia 1.18 1.05 0.82 0.87 0.92 0.43 0.42 0.44 0.46 0.42
Ivano-Frankivsk 1.20 1.13 1.14 1.19 1.14 0.26 0.33 0.63 0.61 0.66
Kyiv 1.02 0.95 0.76 0.84 0.85 0.37 0.41 0.41 0.43 0.45
Kirovohrad 1.18 0.83 0.86 0.73 0.74 0.39 0.33 0.52 0.45 0.45

Luhansk 1.00 1.05 0.94 0.91 0.36 0.37 0.43 0.42
Lviv 1.23 1.06 1.11 1.12 0.86 0.30 0.37 0.47 0.57 0.42
Mykolaiv 1.10 0.86 0.71 0.73 0.74 0.39 0.40 0.46 0.48 0.46
Odesa 1.18 1.16 0.99 0.86 0.96 0.39 0.42 0.53 0.39 0.43
Poltava 1.10 1.05 0.82 0.83 0.80 0.37 0.51 0.46 0.48 0.45
Rivne 1.15 0.97 0.86 0.94 0.85 0.22 0.39 0.45 0.41 0.43
Sumy 1.07 0.92 0.92 0.97 0.95 0.29 0.30 0.44 0.47 0.48
Ternopil 1.09 0.87 0.69 0.68 0.59 0.31 0.33 0.42 0.42 0.36
Kharkiv 0.98 1.02 0.85 0.87 0.82 0.35 0.44 0.47 0.49 0.40
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Table 6, Continued

Feeds of all kinds Of which concentrated
2010 2015 2020 2021 2022 2010 2015 2020 2021 2022

Kherson 1.12 1.05 0.75 0.71 0.35 0.42 0.44 0.44
Khmelnytskyi 1.20 0.99 0.80 0.80 0.98 0.30 0.34 0.45 0.43 0.61
Cherkasy 1.08 0.96 0.83 0.87 0.78 0.36 0.39 0.48 0.51 0.45
Chernivtsi 1.16 1.00 1.08 0.91 0.76 0.42 0.46 0.60 0.61 0.48
Chernihiv 1.24 1.07 0.78 0.81 0.87 0.37 0.38 0.41 0.43 0.51

Source: calculated by the authors of this study according to the Official website of the State Statistics of Ukraine

(2023)

Feed consumption per head of cattle in-
creased in all farms from 2,646 kg/ha in 2015 to
2,870 kg/ha in 2021, while the cost of producing
100 kg of milk decreased from 100 to 86 kg/ha in
2015-2022, but concentrate feed increased from
41 to 48 kg/ha. In terms of regions, the high-
est feed consumption in 2022 was observed in
Zakarpattia, Donetsk, Sumy, and Khmelnytskyi
regions, while the lowest - in Ternopil, Mykolaiv,
and Kirovohrad regions. Feed consumption per
head of cattle decreased in households from
3,430 kg feed units in 2015 to 3,389 kg feed units
in 2021, while the cost of producing 100 kg of
milk increased from 95 to 101 kg feed units in
2015-2021. The conducted study shows that with
an increase in feed consumption per cow from
3,426 to 6,530 kg per cow on average, including
concentrated feed from 1,779 to 3,626 kg per
year, milk yields increased 2.2 times, ie., from
3,469 kg to 7,614 kg, while the average in Ukraine
was 6,863 kg. Irrational use of feed leads to an
increase in the cost of feed and a reduction in
the profitability of raw material production.

It is important to keep in mind the comfort
of the animal, because for 24 hours they should
be in optimised conditions, without restrictions
on natural activity during the day, with prop-
er nutrition and rest. The growth of cow pro-
ductivity depends on the genetic potential of
the breeds. This principle was also followed by
American researchers V. Cabrera & L. Fadul-Pa-
checo (2021), Ch. Hudson & R. Laven (2019), who
showed that it is possible to increase the milk
production of cows due to progress in genetics
and management. Scientists have shown that
the growth in milk production has been driven
by fewer cows, reduced use of water, land, and
other natural resources, while increased fat and
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protein content in milk due to genetic improve-
ments (Genetics and sustainable milk produc-
tion, 2022). However, using the best genetic
potential in dairy farming requires constant
investment, and it is the most profitable invest-
ment, as genetics costs do not exceed 3% of the
annual cost of keeping a cow, but the effect can
exceed 30%. Improved animal welfare and the
ability to breed animals with better physiolog-
ical characteristics meet the needs of milk pro-
ducers and their consumers. The traits “Feed
Saved” and “Residual Feed Intake” allow genet-
ically selecting animals for feed conversion,
which is a very real factor that helps to optimise
feed efficiency and reduce feed costs, which in-
creases the overall productivity and economic
benefits of livestock production (Genetics and
sustainable milk production, 2022). Feed con-
versions are a win-win for dairy producers who
want to control costs and for consumers who
want a sustainable dairy product. By harness-
ing the genetic ability and trait of animals to
produce the same amount of milk on less food,
fewer natural resources are used for feed pro-
duction. This will reduce the environmental im-
pact of dairy farms. From this position, the US
dairy community has united around the idea of
achieving carbon neutrality, optimising water
use, and improving water quality by 2050, sup-
porting global sustainability initiatives and con-
sumer expectations (Genetics and sustainable
milk production, 2022; Global challenge: Why
milk production..., 2023).

The study showed that the national pro-
gramme for the development of dairy farming
and processing enterprises in Ukraine until
2030 should be based on state support, which
includes state subsidies (return of the special
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VAT regime); use of the Agrarian Fund for finan-
cial and commodity interventions; state sub-
sidies to stimulate dairy exports; conducting
state tender purchases of dairy products only
from producers; formation of import quotas;
combating product falsification (Dairy industry
of Ukraine and its future in 10 years: problems,
national development program and state sup-
port, 2020; Strategy for the development of the
dairy industry of Ukraine until 2030, 2020). It is
also necessary to change the tax and criminal
codes, reduce VAT on all dairy products, abolish
VAT on imported innovative equipment, adopt
the Law on Trade and the draft Law on Pack-
aging and Waste, and review the terms of for-
eign trade with the EU (Strategy for the devel-
opment of the dairy industry of Ukraine until
2030, 2020). The findings of the study showed
that a mechanism is needed to assess the ef-
fectiveness of the dairy farming development
programme, the possibility of its gradual im-
plementation, and the cohesion of all partici-
pants and the understanding that this cannot
be achieved without government support.
According to the strategies for the devel-
opment of the dairy industry until 2030 (Dairy
industry of Ukraine and its future in 10 years:
problems, national development programme
and state support, 2020; Strategy for the devel-
opment of the dairy industry of Ukraine un-
til 2030, 2020), milk producers and processors
must improve milk quality to international
standards, introduce a milk quality control sys-
tem and increase the range of dairy products.
Dairy entrepreneurs should also approve: the
production of competitive products through the
use of modern technologies, the production of
organic products, functional products (with in-
creased protein content, gerontological prod-
ucts, etc.), and the production of dairy products
for HoReCa, to improve export opportunities to
increase the production of dairy products with
a long shelf life. Modernise processing plants to
improve energy efficiency and environmental
standards; create training centres for dairy spe-
cialists, as the number of specialists is decreas-
ing and there are no training centres in Ukraine.
Protect the domestic market from counterfeit-
ing, introduce quotas and tariffs on imports of
dairy products, and impose customs tariffs if
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quotas are exceeded. Establish a transparent
procedure for tender purchases, concluding
milk purchase agreements and ensuring coop-
erationbetween dairy producers and processors.

The results of the study correlate with
the findings of Ukrainian scientists O. Shpy-
chak (2021), A. Shevchenko & N. Tabachuk (2019)
and A. Chmut & N. Antosh (2018) in terms of the
manifestation of crisis phenomena in dairy
farming and in methodological approaches to
studying milk production trends. In milk pro-
duction by large farms or the transformation
of households into family farms, which, with
financial resources, can improve the quality of
raw milk through modernisation and the use
of scientific and technological advances, and
government support. The negative trends were
observed in the dairy industry in 2015-2023, the
excess of milk consumption over production
leads to the growing share of imported milk and
dairy products in the Ukrainian market. In 2022,
the share of milk imports increased by almost
5% compared to 2021 (Donets et al., 2024). The
share of milk production in households was
high in 2023 (62.19%), and therefore the prob-
lem of competitiveness is becoming acute, and
its solution is gaining importance, as Ukraine’s
integration into world markets depends on it
(Gurska & Lukyanova, 2019). Only agricultural
enterprises (33.8%) can supply milk of adequate
quality - large producers that use mechanical
milking, milk cleaning, and cooling can invest
in modernising milk production processes to
improve product quality and respond to chang-
es in commodity markets. Household farms
have neither the conditions nor the capacity to
ensure proper production processes, and vi-
olate sanitary and hygienic standards, which
cause high bacterial contamination of milk (Ko-
zak, 2018; Gurska § Lukyanova, 2019). The con-
centration of milk production in households is
the reason for the low quality of dairy products
(Shevchenko § Tabachuk, 2019).

During 2015-2023, there was an increase in
the quality of milk supplied for processing from
agricultural enterprises of extra and higher
grades, while households supplied milk for pro-
cessing of higher, I and II grades (Shevchenko &
Tabachuk, 2019; Gurska & Lukyanova, 2019). An
essential condition for Ukrainian enterprises
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to enter the European market is to ensure that
their quality level meets European standards. It
is possible to solve the problems of high-qual-
ity milk production, and for this purpose, it is
necessary to direct all economic and organi-
sational efforts to restructure milk production,
increasing the number of cows on the farm
from 1-3 heads to 15-40 heads, which will help
to create mini-farms, eliminate the depersonal-
isation of milk sales, and combine the producer
and the seller of dairy products in one process
(Shpychak, 2021). Researchers from the Inter-
national Dairy Farm Comparison Network have
proposed the following classification of farms:
households (1 to 10 cows), family farms (11-
100 cows), business farms (over 100 cows) (Ko-
zak § Hryshchenko, 2022). In countries around
the world, the category of “household” is not
found, and family farms are transforming into
business farms, while in developing countries,
household farms play a leading role in milk pro-
duction. In 2021, the share of farms with more
than 10 cows in the world was 3%, which kept
37% of the dairy herd and produced 63% of milk,
while only 213 thsd farms, or 0.2%, are business
farms, but their share in milk production is 42%.
The largest proportion of cows is kept on busi-
ness farms in New Zealand (99.7%) and South
Africa (99%), while in Ukraine this figure is 28%
(Kozak & Hryshchenko, 2022).

At the same time, the quality of products
directly depends on the quality of raw mate-
rials, which needs to be improved by uniting
small-scale producers (households) into private
farms. To simplify the procedure for transform-
ing peasant households into farms, the Law of
Ukraine “On Farming” allows the establishment
of family-type farms without their registration
as legal entities, or into cooperatives based on
an integrated system of milk production and
processing. Cooperatives are viable, where,
apart from procurement on a cooperative basis,
milk is processed and dairy products are sold,
and the products produced are jointly owned
by the producers of raw milk. The alignment of
interests of all cooperative members ensures
proper coordination of their activities in milk
production and processing. Raw milk is pro-
duced, the use of which ensures the production
of dairy products that are competitive both on
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the internal and external markets (Poperechnyi
§ Salamin, 2022). High-quality dairy products
can be obtained through the use of high tech-
nology in milk production, and as Ukraine inte-
grates into the EU, it must adopt international
standards. Due to the joint efforts of the state,
milk producers and processors, the Ukrainian
dairy market can be a profitable business and
a powerful exporter of dairy products to the
EU and global markets (Shevchenko § Taba-
chuk, 2019). It is particularly important to use
comprehensive measures that include eco-
nomic, legal, and government support.

CONCLUSIONS

Milk production in Ukraine during 2015-2023
shows a 40.2% decrease in the number of cows,
which led to a 30% decrease in milk production;
lack of working capital and credit facilities and
lack of proper state support for the dairy in-
dustry. According to the analysis, in 2023, the
bulk of milk production in Ukraine was concen-
trated in households, where 70.9% of cows are
kept and 6219% is produced. However, these
farms sold only 6.89% of their milk to process-
ing companies in 2022, which is caused by low
labour productivity, lack of sanitary and hygien-
ic conditions, resulting in poor milk quality and
non-compliance with international product
quality standards. It was proposed to solve the
challenges and problems of milk production
quality in households by increasing the number
of cows from 1-2 heads to 50 heads, transform-
ing households into family farms or merging
them into cooperatives at the state level.

Large dairy producers can produce high
quality raw milk, as they have the conditions to
apply high technology and build new genera-
tion farms that meet modern requirements for
the balanced use of all components to produce
high quality and competitive dairy products on
the internal and external markets. Government
support is needed to improve the intensifica-
tion of dairy farming. The state should facilitate
cooperation, stimulate its creation with grants,
loan programmes, subsidies, and investments
to introduce advanced technologies and tech-
nological progress that is taking place in the
world. The joint efforts of the government, pro-
ducers, and processors will ensure the stable
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development of high-quality milk productionin  and marketing strategies in the development of
line with international standards, and the dairy  the dairy industry.
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TeHAeHUii pO3BUTKY BUPOGHULITBA MOJTIOKA B YKpPaiHi

AHoTauia. [porarom 2015-2023 pp. y MOJIOUHIM raiysi cIocTepiraioTeCs mOpobieMu, SKi
3yMOBWJIM 3MEHIIEHHS IIOTONIB'S KOpiB, CKOPOYEHHs O6CATiB BUPOOHUIITBA, 3HUKEHHS
KOHKYPEHTOCIIPOMOYKHOCTI, nuicbajaHC MiXK ITOIIMTOM Ta IIPOIIO3ULIEI0 Ha PUHKY. BpaxoByoouu
MIONTITUYHY Ta eKOHOMIYHYy CHUTyalilo, 10 CKjajacs, HeobxifHo 6yl10 BUPILIUTH IIpobieMu
MOJIOYHOTO BUPOGHUIITBA, 3a6€3MEUUTH HaceJeHHA KpaiHW BUCOKOAKICHUMM MOJIOYHUMU
MIPOAYKTaMHU, a TAaKOXK 36iMbIINTU IX €KCITOPT Ha CBiTOBi pUHKU. [OCTiIKeHHS 3IiMCHIOBAIOCS
3 BUKOPUCTAHHAM abCTPaKTHO-JIOTIYHOTO, CTAaTUCTUYHOTO M TabJIUYHOIO METOZiB i3 miymto
3i6paHHsa, 06pobKU ¥ aHaimi3y iHpopMarllil 100 BUPOGHUIITBA MOJIOKA, ITOTOJIB'A KOpiB i ix
MIPOAYKTUBHOCTI, BHUTpPaT KOpMiB, GOpMyBaHHS DPHHKOBHX IPONO3ULiN. 'padiuHuI MeTofA
6yB BUKODHUCTaHUUN IS [OOCTII)KEHHS YacTKU BUPOOHUIITBA MOJIOKA, PO3MOLiNY piBHA
camo3a6e3meveHOCTi, TUHAMIKY YTPUMAaHHA XyI06U Ta CepeJHBOPIYHOro Haoo. Byso 3xiricHeHO
aHaJIi3 BUpOOHUIITBA MOJIOKA, LOCIIIKEHO YACTKy BUPOOHUIITBA B CTPYKTYPi BAJIOBOI ITPOAyKIii
CilbCBKROTO TOCIIomapcTBa mpotaroM 2015-2023 pokiB. [TpoaHasizoBaHo 6ajsaHC BUPOOHUIITBA i
CITO’RKMBAHHA, TOCTiIKEeHO PO3IIOi perioHiB VKRpaiHu 3a piBHeM camM03a6e31edeHOCTi MOJIOKOM,
chopMoBaHO pedTHHT obyacTel 3a BUPOOHULTBOM Ha 0coby y 2021 p. IIpoaHanizoBaHo i
3[iMICHEHO TpPYIyBaHHA IIANPUEMCTB 3a IIOTOJIB'AM, PO3PO6JIEHO KapTy KiJIBKOCTI KOpiB y
rocriogapcTBax y 2023 p. Ta AOCIiIKeHO cepelHBOPIYHUM Hafiy mporaroM 2015-2023 pp. 3a
pe3yNbTaTy IOCTIIKeHHS BUSBJIEHO, IO AJA ITOKpalleHHA CUTyalii y BUpPOGHUIITBI MOJIOKA,
Heob6XiIHO KOMIUIEKCHO pO3INIANATH OepyKaBHY IMIATPUMKY, sfKa CIPUATHME 36iIblIeHHI0
06cary BUpobHUIITBA Ta GOpMyBaTUME BifTIOBiIHI eKOHOMIUHO-TIPAaBOBi YMOBU [IJif TTIOCTYITOBOI
TpaHchopMallii miATIpreEMCTB y ciMeliHi pepMepchbKi rocriogapcTsa abo K y MOJIOYHI KOOTIEPAaTUBH.
Bu3HaueHO OCHOBHI ITp06JIeMU BUPOGHUIITBA MOJIOKA B YKPAiHCBKUX FOCIIONAPCTBAX, pO3pobIeHo
LIJIAXU IX BUPILIEHHS Ta BUCBITJIEHO [IPaKTUYHY LIIHHICTD MiAX0My A0 3aX0fiB, AKi CIIPUATUMYTh
MiABUINEHHIO SKOCTi Ta KOHKYPEHTOCIIPOMOKHOCTI MOJIOYHOI IIPOAYKILil

KniouoBi cnoBa: CIIOXMBAHHA; IIOTOJIB'A; IPOAYKTUBHICT; TOCIOAAPCTBA HACEJIEHHS;
MTATTPUEMCTBO; caMo3abe3IeueHicTh
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International experience
in the functioning of the soft drinks market

Abstract. The soft drinks market is one of the largest segments of the food market in any country,and
its functioningisbased on a series of factors, including supply and demand, competition, government
regulation, etc. In developed countries, juices, smoothies, and low-sugar drinks are popular, while in
developing countries, the market is actively expanding. Accordingly, the study of foreign practices
in the soft drinks market helped to identify current trends, assess the effectiveness of government
regulation, the implementation of innovative technologies and marketing strategies by companies,
and identify opportunities for the development of this market in Ukraine, which was the purpose
of this study. The following methods were employed in the study: analysis, synthesis, induction,
deduction, content analysis, comparison, generalisation, and other methods of scientific cognition.
The study of statistical data revealed that the consumption of soft drinks has been growing steadily
in recent years. One of the key drivers of this growth is continuous innovation, as soft drinks market
players try to constantly update their products, including ingredients, formulation, packaging, and
other aspects to increase sales. It was found that the general factors that determine the functioning
of the market are the same - the influence of large players in the supply market, consumer tastes,
and their changes, as well as the impact of government regulation methods used by the market; the
most commonly used are labelling requirements, food safety regulations, price controls, advertising
and marketing restrictions, taxes and subsidies. The study of the practices of foreign countries opens
opportunities for further scientific developments in the soft drinks market, which is of practical
value and benefit to producers, distributors, consumers, and researchers involved in the research of
food industry markets and marketing

Keywords: consumer goods; food economy; multinational companies; state regulation; tax;
valuation

INTRODUCTION
The modern economy is characterised by fierce  services. In this context, the soft drinks market
competition, innovative development, and is one of the strategic areas of development for
growing consumer demands for products and the food industry in many countries around the
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world. Demand for soft drinks is growing due
to changes in lifestyles and national consumer
habits, an increase in the number of vegetarians
and the rejection of alcoholic beverages for med-
ical reasons. Increased competition and stricter
product quality requirements are forcing soft
drinks producers to constantly improve produc-
tion technologies and develop new flavours.
Various aspects of the functioning of the soft
drinks market have been investigated by such
foreign and Ukrainian researchers as A.D. Di-
brova (2020), who studied consumer preferenc-
es in the soft drinks market and concluded that
the key factors in consumer choice are price,
quality, and taste characteristics of the prod-
uct. The researcher also noted the growing de-
mand for environmentally friendly and healthy
beverages, which is in line with global healthy
eating trends. S.A. Pambuk et al. (2021) analysed
changes in global trade trends and noted that
the soft drinks market has become more com-
petitive due to the growing number of produc-
ers and the development of innovative products.
The researchers emphasised the significance
of adapting to new consumer requirements
and environmental standards. D.S. Faivishen-
ko (2020) examined the development and trends
of the energy drinks market, concluding that
this segment is growing rapidly due to the youth
audience that actively consumes energy drinks.
However, the researcher also noted the need for
stricter regulation of this market due to potential
risks to consumer health. N. Ahern et al. (2023)
investigated the state and trends of the domestic
soft drinks market, specifically in Ukraine, and
found that consumers prefer national produc-
ers. They also noted that the Ukrainian market
continues to develop, notably through exports to
Europe and Asia. M. Arych § A. Oleksyn (2021) in-
vestigated the mineral water market in terms of
potential, competition, brand management, and
found that the mineral water market in Ukraine
has considerable potential for growth, especially
through the active use of marketing strategies to
promote local brands, and emphasised the value
of brand reputation management to strengthen
competitive positions. ]J. Bronnmann & J. Hoff-
mann (2019) studied various aspects of food
market development and concluded that the in-
crease in demand for soft drinks is closely linked
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to the growth of population prosperity and
changes in consumer habits. The researchers
also noted the impact of globalisation on chang-
ing food priorities. M.A. Colchero et al. (2019)
explored the strategic prospects of Mexican soft
drink producers in the foreign market and found
that the introduction of taxes on sugary drinks
contributed to a reduction in internal demand,
but at the same time stimulated the develop-
ment of export strategies to compensate for
losses. C.F. Kurz § A.N. Kénig (2021) analysed the
protein drinks market and its characteristics,
noting that this segment has become one of the
most promising in the health food market and
found that consumers who are actively involved
in sports and a healthy lifestyle are the main tar-
get audience for protein drinks.

M.M. Blasco & M. Jimé-nez-Morales (2020)
and K. Lauber (2022) investigated price chang-
es after the introduction of a tax on sugary
drinks and found that this regulation reduced
consumption of high-sugar products but also
caused price increases for other categories of
drinks. R. Schmacker § S. Smed (2020) investi-
gated retailers’ perceptions of marketing strat-
egies in the soft drinks market and concluded
that effective marketing tools, such as promo-
tions and advertising campaigns, greatly influ-
ence consumer choice and drive sales. K.V. Jar-
quin et al. (2019) analysed the impact of taxes
on soft drink sales in France and Hungary. The
researchers found that the introduction of a tax
on sugary drinks contributed to a decrease in
consumption of these products, while stimulat-
ing the development of alternative categories
of low-sugar drinks. E. Robinson et al. (2021) ex-
amined the demand for carbonated beverages
and their implications for obesity policy. They
concluded that reducing the consumption of
carbonated beverages through price increases
helps to combat overweight, especially among
young people and children.

Overall, these researchers studied soft drink
advertising in Spain and its correlation with nu-
tritional values, analysed the impact of migra-
tion on food security and agriculture. They in-
vestigated how prices and purchases react to tax
increases and decreases in the soft drinks mar-
ket and looked at the relationship between mar-
keting and consumer perception of the brand in

)



International experience in the functioning of the soft drinks market

El Salvador, analysing whether high-calorie food
and drink served outside the home would im-
prove public health. These studies were mainly
aimed at investigating consumer preferences
when choosing soft drinks, determining the im-
pact of marketing environment factors on the
soft drinks market and its development trends.
Therefore, there was a need to review the exist-
ing legislation and regulatory framework in this
area in other countries, as well as to assess the
feasibility of implementing certain methods in
Ukraine.

There was a need for further in-depth anal-
ysis of changes in consumer preferences, spe-
cifically, the growing demand for products that
meet the trends of healthy eating, organic pro-
duction and environmental sustainability (Soft
drinks — worldwide, 2024), which led to the in-
vestigation of the effectiveness of marketing
strategies of leading companies in various coun-
tries and adaptation to the specific features of
local markets, paying attention to the regulatory
impact on market development. The purpose of
this study was to summarise the existing types of
functioning of the soft drinks market, approach-
es to its regulation in different countries and to
identify opportunities for their use in Ukraine.

MATERIALS AND METHODS
The study included an analysis of the differ-
ences in legal requirements for quality, label-
ling, advertising, and pricing in different juris-
dictions. Materials and methods included the
use of a wide range of information sources and
analytical tools. The materials included scien-
tific articles, reports of international organisa-
tions, market research, open-source statistics,
government documents, and regulations of
the countries under study (Ukraine, the United
States, Canada, Estonia, Poland, the Czech Re-
public, France, Hungary, Saudi Arabia, Chile, the
United Kingdom, Norway, Sweden, etc.). Special
attention was paid to reports of analytical agen-
cies covering market trends, as well as corporate
reports of leading companies in the industry.
The research methods included comparative
analysis, which helped to assess the difference
in approaches to market functioning in differ-
ent countries. Furthermore, content analysis
was used to investigate legislative documents
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and policies governing the soft drinks market.
Statistical analysis helped to interpret data on
production, consumption, and export-import
operations, which helped to identify key factors
influencing the market development.

The following legislative initiatives and sta-
tistical sources were used as materials for the
study: Draft Law on Amendments to the Budget
Code of Ukraine in Connection with the Intro-
duction of an Excise Tax on Waters, Including
Mineral and Carbonated Beverages with Added
Sugar or Other Sweetening or Flavouring Sub-
stances (Draft Law of Ukraine No. 9033-1 “On
Amendments to the Budget Code of Ukraine in
Connection with the Introduction of an Excise
Tax on Waters, Including Mineral and Carbonat-
ed Waters, with the Addition of Sugar or other
Sweetening or Flavouring Substances’, 2023)
and the Law on Amendments to the Tax Code
of Ukraine, which regulates the introduction
of an excise tax on the same categories of bev-
erages (Draft Law of Ukraine No. 9032-1 “On
Amendments to the Tax Code of Ukraine on the
Introduction of an Excise Tax on Waters, In-
cluding Mineral and Carbonated Waters, with
the Addition of Sugar or other Sweetening or
Flavouring Substances”, 2023), the Draft Law of
Ukraine No. 7019 “On Amendments to the Tax
Code of Ukraine on Excise Taxation of Certain
Goods” (2017) was also included in the materials.
Furthermore, statistical data from the analytical
company Global Data (Market volume of glob-
al.., 2019), which provides an in-depth analysis
of the soft drinks market at the global level, infor-
mation from Statista (Volume in the soft drinks
market..., 2023), which is an authoritative source
of statistical reports on the market, and data
from the global B2B network Bizvibe (Top 10 soft
drinks companies in the world..,, 2022) covering
trends and forecasts for the development of the
soft drinks market were used. The Food Safety
Management System (ISO 22000, 2007) was an-
alysed. The materials used provided a compre-
hensive basis for analysing the soft drinks mar-
ket in Ukraine and the possible consequences
of the introduction of tax regulation on it.

This studywas based on such methods of sci-
entific cognition as research analysis and statis-
tical analysis. Statistical analysis was employed
to quantify the data obtained, which resulted in
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objective statistical findings. Synthesis and gen-
eralisation were used to create a comprehen-
sive understanding of the research object and
formulate general conclusions. The synthesis
method included the integration of the findings
of statistical data analysis, scientific research,
market trends, and regulatory requirements to
build a generalised model of market functioning,
which helped not only to understand the current
situation but also to identify potential areas of
development. The method of generalisation was
to identify key patterns, trends, and factors af-
fecting the market, which helped to summarise
the state and prospects of the market and pro-
vide evidence-based recommendations for its
further development. Summarising the findings
helped to provide a holistic vision of the topic
and build evidence-based forecasts. The analy-
sis of scientific research involved the review of
scientific papers in the industry, which helped
to identify the core areas where the market is
developing and to identify gaps that require fur-
ther research. The methodology also involved a
critical review of the literature, and a compari-
son of different approaches used to analyse the
market and identify key findings. The system-
atisation method was used to organise the in-
formation collected from various sources in the
context of the study, and helped to structure data
on market conditions, regulatory requirements,
consumer trends, and marketing strategies. The
systematisation helped to identify the key cat-
egories and parameters of the market, which
contributed to a more holistic understanding
of its functioning. The comparison method re-
vealed the similarities and differences between
the soft drinks markets in various countries,
both in terms of the regulatory framework and

consumer preferences and marketing approach-
es. The use of these materials and methods
helped to gain a better understanding of the top-
ic and provide a comprehensive analysis of the
research object. These tools enabled the analysis
of quantitative and qualitative market indicators,
such as consumer preferences and regulato-
ry requirements, which increased the reliability
of the findings and their practical significance
for the development of the industry in Ukraine.

RESULTS AND DISCUSSION

It was found that in 2010-2020, food systems
provided a variety of food products needed by
consumers in the context of rapid urban popu-
lation growth (Pohorielova, 2022), as within the
market system, food is central as one of the key
components of the global and Ukrainian eco-
nomic markets, responsible for ensuring the
basic human need for sustenance (Pambuk, et
al, 2021). One of the largest segments of the food
market is non-alcoholic beverages, which cov-
er a considerable volume of production com-
pared to other segments (Draft Law of Ukraine
No.9033-1“0On Amendments to the Budget Code
of Ukraine in Connection with the Introduction
of an Excise Tax on Waters, Including Miner-
al and Carbonated Waters, with the Addition of
Sugar or Other Sweetening or Flavouring Sub-
stances”, 2023). The main object of the non-alco-
holic beverage market is a homogeneous group
of beverages, which includes such subgroups
as drinking and mineral waters, fruit and ber-
ry drinks, tonic drinks, kvass and sour drinks,
juices, nectars, and juice-containing drinks. The
market also includes semi-finished products for
beverages, such as syrups, concentrates, and dry
powders (Table 1).

Table 1. Key targets of the soft drinks market

Category of drinks

Main subcategories

Brand examples

Market specifics

Water

Drinking water, mineral,
carbonated, still

Evian, Perrier,
Aquafina

Growing demand for clean and healthy water

and the popularity of eco-packaging.

Carbonated drinks

Sweet, dietary, with

Coca-Cola, Pepsi,

Traditionally a large segment, demand for diet

reduced sugar content Sprite drinks is growing.
Energy drinks Regular, reduced sugar, | Red Bull, Monster, Increased popularity among young people,
8y organic Burn frequent discussions about security.

Functional drinks

Isotonic drinks, sports
drinks, recovery drinks

Gatorade, Powerade,
Vitaminwater

Market growth is driven by healthy lifestyles and

sports trends.

Juices and fruit
drinks

Natural juices, nectars,
cocktails

Tropicana, Minute
Maid, Cappy

Demand for natural drinks without added sugar.
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Table 1, Continued

Category of drinks Main subcategories

Brand examples

Market specifics

Black tea, green
tea, iced tea, coffee
cocktails

Tea and coffee
drinks

Lipton, Arizona,
Starbucks

High popularity in Asia, growing demand for
iced tea.

Soy milk, almond milk,

Plant-based drinks coconut water

Alpro, Silk, Vita Coco

Rapid growth due to the trend towards
veganism and food alternatives.

Beverages for
detoxification enriched
with vitamins

Vitaminised and
detox drinks

Suja, Smartwater, Bai

Market growth is driven by the trend towards a
healthy lifestyle.

Source: compiled by the author of this study based on K. Lauber (2022)

The study found that the soft drinks market
consists of a complex system of interaction be-
tween producers, distributors and consumers
and is highly competitive, highly sensitive to
fashion trends and changes in taste preferenc-
es (Pohorielova, 2022). The non-alcoholic bev-
erage market is an essential sector of the glob-
al food and beverage industry with a diverse
product range and considerable global market
value. According to Statista, in 2022, the soft
drinks market was worth around USD 760 bil-
lion (Volume in the soft drinks market..., 2023).
Therewith, experts predict that the market will
grow by 4.09% annually in the coming years
and identify three main segments in this mar-
ket: carbonated, energy and sports drinks, and
non-carbonated drinks (Fig. 1).

According to these data, it was found that
the general trend for 2018-2022 is an increase

2018 2019 2020

800

600 240 250 220 250 260

400 150 150 140 160 170
0

2021

in sales of all three categories. Specifically, the
number of sales of carbonated and non-car-
bonated drinks stayed almost unchanged from
2018 to 2019, but in 2020 they decreased by USD
40 and USD 20 billion, respectively. In 2020, they
decreased by USD 40 billion and USD 20 billion,
respectively, but grew again in 2021 and 2022.
Sales of energy and sports drinks grew year-on-
year from USD 150 billion in 2018 to USD 170 bil-
lion in 2022. The energy and sports drinks cate-
gory was found to show the largest sales growth
in 2018-2022. The carbonated and non-car-
bonated drinks categories also grew, but at a
slower pace. The industry was heavily affected
by the COVID-19 pandemic, which forced many
people to self-isolate, causing such a sharp de-
cline involumes in 2020. The same trend is illus-
trated in Figure 2, which shows per capita reve-
nue for each of the selected segments.

B Carbonated drinks
Energy and sports drinks
Non-carbonated drinks

2022

Figure 1. Structure and volume of the global soft drinks market (2018-2022, USD billion)
Source: developed by the author of this study based on data from Statista (n.d.)
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Figure 2. Per capita income by components of the global soft drinks market, 2018-2022, USD
Source: developed by the author of this study based on data from Statista (n.d.)
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The greatest change occurred in per capita
revenue from energy and sports drinks, which
increased by more than USD 3 between 2018
and 2022. In 2018-2022, per capita income
from non-carbonated drinks increased by al-
most USD 1, while per capita income from car-
bonated drinks decreased by more than USD 1.
However, since 2020, per capita income from all
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categories of soft drinks has started to grow
again (Pambuk, et al., 2021). Other figures that
confirm the existing trends are also indicative.
In 2021, the global soft drinks segment was
about 915,109.31 million litres (Soft drinks -
worldwide, 2024; Market volume..., 2024). How-
ever, according to estimates by Statista (n.d.),
other figures are given (Fig. 3).

106.
B Carbonated drinks
25.9 Energy and sports drinks
Non-carbonated drinks
2022

Figure 3. Drinks sales by segments of the global soft drinks market, 2018-2022, billion litres
Source: developed by the author of this study based on data from Statista (n.d.)

Figures 1-3 show that there is a growing in-
terest in healthy lifestyles in society, as the car-
bonated drinks segment, which is showing a
decline, is dominated by various sweet drinks,
most of which contain significant amounts of
sugar and are unhealthy. This primarily con-
cerns the child target audience (TA), which has
historically been a large segment for producers
of these products. It was found that the decline
in per capita income of carbonated beverages
indicates the growing popularity of alternative
drinks, such as non-carbonated drinks, and the
growth in per capita income from energy and
sports drinks indicates an increase in interest
in healthy lifestyles and physical activity among
the population. Total global consumption in
2019 was 223 litres per capita (Market volume of
global soft drinks..., 2019).

The study found that the highest level of soft
drink consumption is in North America, with
about 325 litres of soft drinks per capita, while in
Estonia, the consumption of soft drinks per per-
son averages 120 litres per year, in Poland 182 li-
tres, and in the Czech Republic 20 litres (Alvara-
do et al., 2019). Most of the beverages consumed
are produced by a few dozen large multinational

Economics and Business Management (15)3

companies, such as Coca-Cola, PepsiCo, Red Bull,
Nestle, Unilever, and others (Top 10 soft drinks
companies in the world..., 2022). In 2021-2023,
the global soft drinks market expanded dramat-
ically, and such multinationals play a crucial role
in this process. Transnational corporations have
advantages over smaller competitors in this
market. For example, they can use their large
scale to obtain economies of scale in production
and distribution, which leads to lower produc-
tion costs and higher profitability. Furthermore,
multinationals often have greater access to cap-
ital and resources, which allows them to invest
more in marketing, research, and development
(Revenue of the soft drinks..., 2023).

It was found that market growth is driven
by the demand for healthier and lower-calorie
drinks. This trend has led to the emergence of
new product categories, such as tonics, plant-
based drinks, milkshakes with alternative milk
(almond, oatmeal, etc.), drinks with electrolyte
supplements, etc., as national health and reg-
ulation of the soft drinks market has become
a priority in most developed countries (Ab-
del-Rahman et al., 2019). Taxation is the most
common market regulation mechanism used by
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countries around the world. Taxation is aimed at
reducing the consumption of unhealthy bever-
ages and increasing budget revenues, which are
used to support environmental and health initi-
atives (Azuma et al., 2020). In countries that have
introduced such controls, taxes are typically ap-
plied to high-sugar drinks such as soda, tonics,
and energy drinks. They are calculated as a per-
centage of the price of the drink, and the amount
can vary substantially. Sugar taxes have been
introduced in France, Hungary, Saudi Arabia,
Chile, and the United Kingdom, with mixed re-
sults in most countries. For example, according
to a study (Bandy et al., 2020), in France, a slight
decline in soft drink sales was found after the
introduction of a tax on sugar-containing soft
drinks, while overall soft drink sales increased.
In Hungary, there was only a short-term decline
in sales of sugar-sweetened soft drinks, which
disappeared after 2 years, leading to an overall
increase in sales of this drinks segment. Howev-
er, both effects are characterised by high uncer-
tainty, and it is impossible to establish the exact
reasons for such changes.

The most common type of taxation on soft
drinks is an excise tax, which is charged based
on the volume of the drink. This means that the
more drinks are produced or imported, the high-
erthe taxis charged. To reduce the consumption
of drinks with a high sugar content, a differenti-
ated excise tax system can be applied, where the
tax is charged depending on the sugar content
of the drink (Campos-Vazquez et al., 2019). Tax-
es may be ineffective if people substitute soft
drinks for other products high in sugar or cal-
ories. Accordingly, the introduction of a tax on
sugary drinks has faced opposition from both
beverage companies and some consumers, who
believe that such taxation is unfair to their prod-
ucts and could lead to job losses and reduced
economic growth (Etilé et al., 2021). Another reg-
ulatory mechanism often used by governments
around the world is advertising restrictions,
which have proved to be quite effective with cig-
arettes and alcohol. The introduction of such
restrictions is intended to reduce the ability, pri-
marily of children, to receive information about
harmful soft drinks, and to prevent companies
from targeting children as a target audience.
For example, in Norway, soft drinks advertising
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to children under 13 is prohibited (Forde & Solo-
mon-Moore, 2019).

A study by Spanish researchers M.M. Blas-
co § M. Jiménez-Morales (2020) suggests that
advertising restrictions should be strict, as soft
advertising policies in many countries (e.g., the
United States, the United Kingdom, Australia,
New Zealand) have proven ineffective in reduc-
ing the impact of junk food advertising aimed
at children. Researchers have found that more
stringent restrictions (e.g., adopted by the Cana-
dian province of Quebec, Norway, Sweden) con-
firm that banning this type of advertising can be
effective in reducing unhealthy food consump-
tion and improving social well-being (Forde et
al, 2019). It was argued that soft drink labelling
standards play a major role in ensuring infor-
mation transparency and consumer protection.
They form an integral part of the quality control
system and services provided by government
agencies to help follow food safety regulations
and standards (ISO 22000, 2007), and provide
information on composition, calorie content,
and other indicators. The regulatory role of la-
belling is that in many countries, health warn-
ings are mandatory for products with high sugar
or other potentially harmful ingredients. How-
ever, according to research by E. Robinson et
al. (2021), although in 2018 the UK government
proposed mandatory calorie labelling for food
and drink, calorie labelling can only moderately
influence consumer behaviour. Consequently,
warnings about the harmfulness of drinks do
not have much effect, as is the case with tobacco
and alcohol products. Regulatory methods used
ininternational trade can be divided into the fol-
lowing groups (Fig. 4).

It was found that each of these methods has
its advantages and disadvantages: labelling re-
quirements help consumers make an informed
choice about the product they purchase; pro-
vide transparency and accountability for food
producers, but increase production costs, which
leads to a shift in responsibility from the produc-
er to the consumer. Due to its comprehensive
approach to quality control, the regulation of the
soft drinks market includes labelling and safety
requirements, support for the agricultural sec-
tor, price controls, advertising restrictions and
taxation policies. These measures contribute
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to ensuring a healthy and transparent industry
that benefits both consumers and producers. It
was highlighted that regulatory methods protect
vulnerable segments of the population from ag-
gressive marketing that encourages unhealthy

Labelling requirements

eating habits but limits producer freedom and
competitiveness. Implementing advertising and
marketing restrictions is a complex process that
requires considerable resources to monitor com-
pliance with all requirements (Pell et al., 2019).

eGovernments may require food producers to include certain information on food labels, such as a list of
ingredients, nutritional information, and country of origin.

Food safety regulations

eThese regulations may include requirements for food handling, processing, and storage, as well as food testing to

detect contaminants

Agricultural policy

eGovernments can regulate the agricultural industry by encouraging farmers to grow certain crops or by imposing
tariffs or quotas on imported food. For example, corn syrup is an important ingredient in most soft drinks on the
US market, and therefore affecting the cultivation of corn affects the availability and cost of soft drinks.

Price control

eGovernments can impose price controls to limit the price of certain foods. This can help make food more
affordable for consumers, but it can also limit the availability of certain foods on the market.

Restrictions on advertising and marketing

*May include restrictions on the use of certain claims, such as “low sugar” or “healthy”, or a ban on advertising

certain products to children.

Taxes

eGovernments can use taxes and subsidies to encourage or discourage consumption of certain foods. For example,

a tax on sugary drinks can help reduce consumption.

Figure 4. Classification of methods of regulating the soft drinks market

Source: developed by the author of this study

It was found that the most effective measure
is taxation, which has no particular alternatives
in terms of efficiency. The results of the intro-
duction of excise taxes on sugary drinks can be
both positive (reduced demand for sugary soft
drinks, increased demand for healthier drinks,
impact on producers of excisable goods and en-
couragement to “modernise” drinks) and nega-
tive (high tax administration costs, increased tax
burden on the poor, reduced collection of other
taxes). The problems faced by other countries
(UK, Mexico, Hungary) demonstrate the need for
a comprehensive analysis and revision of cer-
tain elements of the tax.

The idea of introducing a tax regulation that
limits the consumption of soft drinks into the
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tax system of Ukraine has been discussed by
government agencies on several occasions. For
example, in 2015, a draft law On Amendments
to the Tax Code of Ukraine Regarding the Intro-
duction of Excise Duty Rates on Energy Drinks”
was registered (Draft Law of Ukraine No. 2740
“On Amendments to the Tax Code of Ukraine Re-
garding the Introduction of Excise Duty Rates on
Energy Drinks”, 2015). In the existing draft laws,
two rate options were considered: a flat rate,
which is expressed in hryvnias and depends on
the amount of sugar or sweeteners in the drink,
and an ad valorem rate, which depends on the
cost of the drink. Let us outline the advantages
and disadvantages of each of the proposed types
of rates for this excise tax (Table 2).
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Table 2. Advantages and disadvantages of fixed and ad valorem rates

Rate Advantages Disadvantages
Effectiveness of consumption restriction is proven on other
excisable goods, such as alcohol and tobacco products.
Does not depend on the price of the product, which means
that it does not create preconditions for lowering the There may be tax evasion, which may lie
Fixed price and quality of the product, and there is no need for | in the inability to determine the object of
additional government control over sugar prices. taxation.
Since sugar and sweeteners are measured in quantitative
terms, this rate is convenient and understandable for
taxpayers.
Since the rate depends on the price of
the product, and the market offers a wide
Possibility of faster and more efficient budget range of proc'iucts of various qua!lty ?nd
. price, there is a possibility of switching
replenishment. . . .
Ad valorem . . . . to less expensive and higher quality
Rapid response to changes in the economy, which will duct
automatically lead to an increase in the tax amount. products. .
There may be complications with tax
administration since the tax base is the
retail price of the drink.

Source: compiled by the author of this study

For sugar-containing soft drinks, it is ad-
visable to set a fixed excise rate that would
not initially increase the price of the product
too much and would not create a strong drop
in supply and demand on the Ukrainian soft
drinks market, especially during the war (Zub-
kov, 2023). As of 2023-2024, the excise tax on
sugary soft drinks is included in the key are-
as of tax policy. In early March 2023, two draft
laws were registered in the Verkhovna Rada of
Ukraine: the Draft Law of Ukraine No. 9032-1
“‘On Amendments to the Tax Code of Ukraine
on the Introduction of an Excise Tax on Waters,
Including Mineral and Carbonated Waters, with
the Addition of Sugar or other Sweetening or
Flavoring Substances” (2023) and the Draft Law
of Ukraine No. 9033-1 “On Amendments to the
Budget Code of Ukraine in Connection with the
Introduction of an Excise Tax on Waters, Includ-
ing Mineral and Carbonated Waters, with the
Addition of Sugar or other Sweetening or Fla-
voring Substances” (2023). The former amends
the Tax Code. Mineral and carbonated waters
with added sugar and other sweeteners and
flavourings are subject to a tax rate of EUR 0.1
(UAH 4) per litre of beverage. The second stip-
ulates that 50% of the proceeds are to be used
to implement programmes to prevent and treat
diseases arising from the regular consumption
of sugary carbonated drinks. Another 50% will
be allocated to the school feeding programme
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initiated by First Lady Olena Zelenska (Mykhailo
Radutskyi discussed..., 2023). It is demonstrat-
ed that the Government of Ukraine is ready to
adopt and implement foreign practices in the
field of regulating the soft drinks market. In the
context of a record budget deficit, such sourc-
es of revenue will help support the Ukrainian
economy. However, the purchasing power of
Ukrainian consumers is at its lowest level in 25
years, and it is highly probable that the sole re-
sult of this tax will be a decrease in demand for
sugary soft drinks. Soft drinks are a large group
of flavour products that combine drinks with
various properties and production technolo-
gies, which are designed to quench thirst and
have a refreshing effect. There is still no com-
mon understanding of what exactly should be
classified as soft drinks in the world.

The study complemented the findings of
K. Lauber (2022), which focused on consumer
preferences, by providing a broader global con-
text. Specifically, the study analysed consumer
trends in various countries and compared them
with national data, which provided insight into
the unique and common features of soft drink
consumption in different regions; and explored
aspects such as the impact of culture, climate,
economic conditions, and politics on consumer
choice across countries in the UK, Ireland, and
Wales. This has provided a deeper understand-
ing of how local factors can influence consumer
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preferences and allowed us to develop strategies
that address these nuances. For example, the
study found that consumers in warmer climates
prefer refreshing drinks, while in colder regions
hot or higher-calorie soft drinks are more popu-
lar. It was also added that this demonstrates the
need for flexible strategies that consider both
global trends and local preferences. Specifical-
ly, producers that can react quickly to changes
in climate conditions or social trends will gain a
competitive advantage in the soft drinks market.

At the same time, M.P. Yuryshinets (2021)
focused on local trends in Ukraine. This study
offered an international perspective, allowing
for a comparison of the Ukrainian market with
other markets around the world. This helped
to identify global trends that could be imple-
mented in the Ukrainian context to stimulate
market development. Specifically, the study an-
alysed issues such as the adaptation of success-
ful marketing strategies from other countries,
the impact of international brands on the local
market and export opportunities for Ukrainian
soft drinks. This study reviewed the practices of
countries that have successfully implemented
tax policies on sugary beverages and discussed
how such measures could be applied in Ukraine
to improve public health and encourage con-
sumption of healthier alternatives. Special at-
tention should be paid to the development of
cooperation between local producers and inter-
national retailers, which would allow Ukrainian
beverages to enter foreign markets more quick-
ly. The study provided relevant data on the com-
position and volume of the global soft drinks
market for 2018-2022, valuing it at USD 1.5 bil-
lion. The study has expanded on previous find-
ings, providing a more detailed and up-to-date
view of market trends and changes in soft drinks
consumption. It also helped to understand what
factors influence the market in the current envi-
ronment (Matraves, 2022).

The study provided relevant data on per
capita income by component of the global soft
drinks market for 2018-2022, valued in US dol-
lars. These data expanded the scientific hori-
zons of previous studies by R. Kanter et al. (2019)
and R. Schmacker § S. Smed (2020) by offering
a more detailed and up-to-date picture of rev-
enues from soft drink consumption in various
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countries and regions. The study considered the
impact of economic factors, changes in consum-
er habits, and the impact of product innovation
on revenues in different regions of the world.
The provision of relevant data for the last five
years helped to make more accurate forecasts
for the future and develop effective strategies
for business and politics (Pohorielova, 2022).
This study proposed a relevant classification of
methods of regulating the soft drinks market,
which expanded and supplemented the existing
findings of V. Kaushik & C.A. Walsh (2019). The
classification included fiscal measures such as
taxes and excise taxes on sugar-containing bev-
erages and subsidies to support the production
of healthy beverages. Regulatory requirements
for labelling and marking, which require the
disclosure of calorie content and composition of
drinks, as well as restrictions on advertising, es-
pecially those aimed at children, were also cov-
ered. The classification provided a more detailed
understanding of the tools that can be used to
effectively regulate the market and promote
healthy lifestyles among the population.

CONCLUSIONS
The global soft drinks market is character-
ised by a decline in demand for convention-
al sugary drinks with a large amount of sugar
and a corresponding increase in demand for
non-carbonated, sports, and other alternative
drinks, as the demand for a healthy lifestyle is
driving the corresponding preferences in food
and beverages. The health issue is also causing
corresponding changes in the approach of in-
ternational communities to this market, which
is forcing the introduction of various methods
of market regulation, such as labelling require-
ments, price controls, advertising and market-
ing restrictions, taxes and subsidies, etc. Each
of these methods has its advantages and dis-
advantages and does not allow governments
to exert substantial influence on market pro-
cesses. The analysed practices of other coun-
tries showed that taxation brings the greatest
economic and social benefits, as the foreign
soft drinks market is regulated through various
mechanisms. Countries typically implement
strict regulations to ensure transparency of
product information and protect consumers

)
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from hazardous ingredients. Government reg-
ulation also includes tax incentives for healthy
drinks and restrictions on advertising to pre-
vent negative impact on consumers, especially
the youth and child target audience.

At the same time, Ukraine has proposed to
introduce a fixed excise tax rate on sugar-con-
taining products, which will increase tax reve-
nues and minimise the harmful effects of bever-
ageson publichealth. As 0f2023-2025, the excise
tax on sugary soft drinks is one of the key areas
of tax policy. Two draft laws have been registered

consumption of such drinks. However, the pur-
chasing power of Ukrainian consumers is at its
lowest level in 25 years, and the introduction of
the excise tax may lead to a decrease in demand
for sugary soft drinks. As soft drinks represent a
large group of products, it is important to con-
duct further research, including analysis of the
supply and demand for certain types of drinks,
their composition, calorie content, and other
characteristics, to effectively regulate the mar-
ket and meet consumer needs.

in the Verkhovna Rada of Ukraine that would im- ACKNOWLEDGEMENTS
pose an excise tax on mineral and sugar-sweet-  None.
ened soda at EUR 0.1 (UAH 4) per litre, and ear-
mark 50% of the proceeds for programmes to CONFLICT OF INTEREST
prevent and treat diseases associated with the  None.
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MixxHapogHu pocsia
$YHKLIOHYBaHHS PUHKY 6e3anKorosibHMX HanoiB

AHoTauif. PUHOK 6€3a/IKOTOJIbHUX HAIOIB € OJHUM i3 HaMbOiBIINX CETMEHTIB IIPOI0OBOIBYOTO
PUHKY 6yIb-aK0i KpaiHu, GYHKIIIOHYBaHHSA IKOTO IPYHTYEThCS Ha Pi3sHOMAaHITHUX YNHHUKAX, II0
BKJIIOYAIOTH B cebe IOIUT i IIPOII03ULIii0, KOHKYPEHIIiI0, PeryIIoBaHHA 3 60Ky AepsKaBU Ta iHIi
dakTopu. Y PO3BUHEHUX KpaiHax IMOMyJAPHI COKM, CMy3i Ta Hamol 3 HU3bKKUM BMICTOM IIYKDY,
TOZA] K y KpalHax, 110 PO3BUBAIOThCS, PUHOK aKTMBHO PO3LIMPIOETHCS. BiATIOBIAHO, JOCTiAKeHHA
3apybiKHOrO IOCBiny GYHKIIOHYBaHHS PUHKY 6€3aJIKOTOJIBHUX HAIIOIB JO3BOJIMJIO BU3HAUUTU
Cy4acHi TeHIeHIii DO3BUTKY, OLIHUTH eQdeKTHUBHICTb 3aCTOCYBaHHS METOZIB perylloBaHHSA
JIep’KaBoIo, BIIPOBAI)KeHHS MiAIIPUEMCTBaMU iIHHOBAIIMHIX TEXHOJIOTIH i CTpaTeTilii MapKeTUHTY,
a TaKOXX BU3HAYMTH MOKJIMBOCTI I PO3BUTKY L[bOTO PHUHKY B VKpaiHi, [0 ¥ CTAHOBMJIO METY
IaHoi poboTtu. V mocmigkeHHi 6y/10 BUKOPUCTAHO HACTYIIHI METONU: aHAaJIi3, CUHTE3, IHAYKIIif,
JenyKlif, KOHTeHT-aHali3, [IOPIBHAHHS, y3arajJbHeHHS Ta iHIII MeTOIU HAayKOBOIO Mi3HAHHA. V
pesyNbTaTi DOCTiIKeHHS CTATUCTUYHUX JAaHUX 6yJI0 3'SICOBAHO, II0 OCTAHHIMU pPOKaMHU 06CATU
CIOXKMBAHHSA 0e3aJIKOTOJIBHUX HAIOiB HEBIIMHHO 3pOCTaloTh. OJHUM i3 ronoBHUX (aKTOpiB
TAKOTO 3POCTAHHA € IIOCTiMHI iHHOBalii, TaK AK yYaCHUKU PUHKY 6e3aJIKOTOJIbHUX HAIIOiB
HaMaraloTbCsA IIOCTiMHO OHOBJIIOBAaTH CBOI IIPOAYKTH, BKIIIOYAIOYU IHTpPENi€eHTH, peLenTypy,
YIIaKOBKY Ta iHIIi aCIIeKTH 3 MeTO0 36iNbIIeHHA TPOJasKiB. Bylo BUSBIIEHO, 1[0 3aTaJIbHI paKTOpH,
110 BU3HAYa0Th QYHKIIOHYBAaHHA PUHKY, € OIHAKOBUMU — 1ie BIUIUB BeJINKUX I'PaBlIiB Ha PUHKY
MIpOIO3ulil, CIIOXKMBYI CMaKHM Ta iX 3MiHa, a TAKOXX BIUINB BHKOPHCTOBYBAaHUX Iep)KaBaMHU
MeTOiB peryIoBaHHs PUHKY; HalYacTillle BUKOPUCTOBYIOTBCS BUMOTH JI0 MapKyBaHHS, [IpaBUia
6e3reKy XapuoBUX MIPOAYKTIB, KOHTPOJIb 11iH, peKJIaMHi Ta MapKeTUHTOBI 06MeXeHH, IT0aTKU
Ta cybcumii. JocmimkeHHS OOCBiny 3apybiKHUX KpaiH BiZKpUBae MOKIJIUBOCTI IJI TIOZAIBIINX
HayKOBUX PO3POOOK HAa PUHKY 6€3aJIKOrOJIBHUX HAIOIB, [0 CTAHOBUTH IIPAKTUYHY LiHHICTE Ta
KOPUCTH [T BUPOOHUKIB, AUCTPUE IOTOPIB, CIIOXKMBAYiB i HAYKOBIIIB, IKi 3aiMalOThCI BUBUEHHAM
PUHKIB Xap40BOI IIPOMUCJIOBOCTI Ta MapKETUHTY

Knio4oBi cnoBa: CIIOKUBYI TOBapy; IIPOJOBOJIFYA €KOHOMiKa; TpaHCHAI[iOHaIbHI KOMIIaHil;
Ilep>kaBHe perylioBaHHS; TI04ATOK; OLliHKA
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Hotel business in the context of global trends

Abstract.The hotel business plays an important role in the development of the country’s economy,
as it provides jobs, stimulates tourism, and promotes cultural exchange. In the context of global
change, in particular post-Soviet reconstruction and military aggression, its importance is only
growing. The relevance of the study of the state and prospects of development of the hotel business
is conditioned by significant changes taking place in this area and the need to adapt to new
realities. In 2024, there was an active introduction of digital technologies and sustainable practices
at the international level, while in Ukraine the hotel industry faced unique difficulties related to
the security situation. Comparing the International and Ukrainian hotel services markets helps
to identify key trends and challenges and develop recommendations for the development of the
industry. The purpose of the study was to analyse the impact of global events on the global hotel
industry, identify the main trends and problems, and suggest ways to improve the situation in
the Ukrainian hotel sector. Research methods included analysis of statistical data, a systematic
approach, case-study, comparison of international and national indicators and practices,
generalisation, abstract and logical method, and synthesis. The results of the study showed that
despite the positive dynamics of the international hotel business, the Ukrainian hotel industry
is experiencing significant difficulties due to the war in the country. Against the background of
negative trends, the success of the international hotel business is conditioned by the availability of
government programmes, support for business development, investment in new technologies and
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innovations. To restore and develop the Ukrainian hotel business, it was important to introduce
positive foreign practices, in particular sustainable development, and adapt them to the realities
of the modern Ukrainian market. The practical value of the study was to provide recommendations
for improving the situation of the Ukrainian hospitality industry in the market, adapting to new
conditions and using international experience for the development of the hotel business
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INTRODUCTION

The hotel business is one of the key sectors of
the hospitality industry, which plays an impor-
tant role in shaping economic stability and re-
gional development. The relevance of hotel busi-
ness research in the context of global changes
is extremely high, especially for the Ukrainian
market. The COVID-19 pandemic and subse-
quent economic and social crises, including mil-
itary aggression, have significantly affected the
tourism sector, in particular, the hotel business.
Global trends in recovery and adaptation, such
as innovative technologies and new business
models, have a significant impact on the devel-
opment of the industry. In Ukraine, where the
hotel business faces unique challenges, studying
these trends and comparing them with interna-
tional experience is crucial for developing effec-
tive recovery and development strategies. Anal-
ysis of the current state of the hotel business in
Ukraine in comparison with the global trends of
the hotel industry will identify key problems and
prospects for the development of the industry
and provide recommendations for improving its
competitiveness on the world stage.

The COVID-19 pandemic, which can be con-
sidered one of the largest socio-economic crises
of the beginning of the 215 century, affected all
spheres of life; so many researchers have in-
vestigated its impact on various sectors of the
economy, including the hotel industry. M. Brei-
era et al. (2021) note that the crisis is a trigger for
the development of innovative business models
that allow not making a profit during the crisis,
but also ensuring the long-term development
of the enterprise. Therefore, entrepreneurs in
the hospitality industry should actively and
constantly develop and adapt their business
models. According to E. Coban § C. Ozel (2022),
effective communication, unity, and solidarity
of the hotel company’s team is important in the
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fight against the crisis. V. Magnini et al. (2020)
concluded that industry disruptions caused by
COVID-19 highlight the importance of using key
performance indicators (KPI), reliable data to
compare competitors and accurately identify
competitive groups for hotels, which are prereqg-
uisites for adapting and improving efficiency in
an unstable environment. N. Korzh & N. Onysh-
chuk (2020) and A. Singh § V. Singh (2022), who
investigated the impact of the pandemic on the
development of the hotel market, agree that
this challenge has led to a leap in the develop-
ment of online information and communica-
tion technologies in this industry. According to
RTR. Qiu et al. (2021), the impact of fluctuations
in demand during crisis events is crucial for dy-
namic management in the hospitality industry,
so hotels should choose demand forecasting
methods responsibly and not be limited to con-
sumer surveys on social media, which has be-
come a very popular feedback tool recently.
Considerable attention of researchers was
paid to the analysis of the international hotel
services market, with an emphasis on testing
positive practices, in particular, the introduc-
tion of modern information technologies and
innovative approaches to hotel business man-
agement. Thus, Gursoy et al. (2022) suggest that
the meta-universe has already changed and
continues to change the way the hospitality and
tourism industry works. The study by V. Puru-
shothaman (2023) reflects the main trends and
forecasts for the development of the global hotel
business, which indicate a significant growth of
this market segment in the near future and rap-
id innovative development towards increasing
the competitiveness of modern forms of hotel
business. A. Methli (2024) argues that the mod-
ern hotel industry is a dynamic environment for
business leaders and investors to implement
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and support innovation. In order to navigate the
changing hospitality landscape and benefit, it
is necessary to follow the latest trends, market
data, and clear growth forecasts. According to
W. Zheng et al. (2024), increasing competition
and uncertainty create the need for highly effi-
cient forecasting models and offer a proprietary
spatiotemporal forecasting model that expands
the application of artificial intelligence-based
models in hotel forecasting. Their forecast indi-
cates the rapid dynamics of endogenous devel-
opment of the Chinese hotel market.

However, Ukrainian researchers focus on
adapting the hotel industry to the challenges of
war, analysing the impact of the security situa-
tion on tourist flows and finding new strategies
for business survival. Thus, V. Danylenko-Kul-
chytska (2022), studying the impact of the war
on the hotel business, came to the conclusion
that any crisis leads to the emergence of new
opportunities, and that the combination of the
principles of consistency (understanding stra-
tegic goals, timely control, transparent internal
processes and analytics) and flexibility (speed of
making creative, non-standard decisions) con-
tributes to the economic survival of enterprises
in modern conditions of total unpredictability.
In addition, many studies are devoted to finding
ways to develop the Ukrainian hotel business
in the context of global changes. According to
I. Chuieva (2023), the Ukrainian hotel industry
is characterised by the development of special-
isation of hotels and hotel services, the creation
of international alliances and hotel chains, the
development of small businesses in the hotel
industry, and the increasing involvement of new
information technologies in the technological
process of hospitality. Given the multidimen-
sional nature of the existing studies, it is feasi-
ble to discuss the prospects of researching this
issue and the need to deepen knowledge of how
global challenges such as the pandemic and
military aggression have affected the hotel busi-
ness in Ukraine compared to global trends in the
recovery and development of this industry.

The purpose of the study - identify the main
trends and problems of the modern hotel ser-
vices market and develop recommendations for
the restoration and sustainable development of
the Ukrainian hotel business in the post-Soviet
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period and during military aggression, consid-
ering the international experience. To achieve
the goal, the analysis of the impact of global
changes on the hotel industry was carried out,
key trends and challenges faced by hotels in the
international and Ukrainian services market
were considered, the need for the introduction
of digital technologies and sustainable practic-
es, in particular, in the Ukrainian context, was
proved, which will contribute to improving the
competitiveness and adaptation of the hotel in-
dustry to new realities.

MATERIALS AND METHODS

The study applied an integrated approach and
used general scientific and special methods, the
main of which were: statistical and economic
analysis to identify trends and patterns in the
development of the hotel industry; a systematic
approach to consider the relationships and in-
teractions between various aspects of the hotel
business, including the impact of international
trends, public policy, and economic conditions
on the development of the industry. In addition,
comparative analysis was used to investigate
international experience; abstract and logical
method, synthesis and generalisation to sub-
stantiate the main results and conclusions of
the study.

The main focus was on data collection
methods and analytical tools that allowed for
representative results. The study was conduct-
ed in 2024 at the National University of Life and
Environmental Sciences of Ukraine (Kyiv) in co-
operation with the Association of Hotel Unions
and Hotels of Ukrainian Cities The main focus
was on the analysis of official statistics of the
State Statistics Service of Ukraine on the activ-
ities of Ukrainian hotels in the period from Jan-
uary 2018 to December 2022 (Official website of
the State Statistics Service of Ukraine, n.d.). This
allowed tracking changes in the hotel services
market in Ukraine in the context of post-Soviet
recovery and military aggression. Analytical cal-
culations on global trends in the hotel industry
were carried out based on statistical data of the
international hotel market, which are presented
on the official websites of international organi-
sations and consulting companies, in particular:
Bismart consulting (2024), Statista (2024), MMR
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(Maximize Market Research, 2024). Salary ex-
pert (2024), MKG Consulting (2024), and UNW-
TO (2024) were also involved for the actual peri-
0d 2018-2023 and forecast for 2024-2028.

To collect information about current trends
in the hotel business and the hospitality in-
dustry, the survey method of expert managers
of Ukrainian hotels was used. This provided a
deeper understanding of the market situation,
and helped to identify the real problems faced by
hotel companies. The surveys were conducted
using the Google Workspace cloud software and
Google Forms. Representatives of 18 hotels from
the central (Kyiv Region), southern (Odesa Re-
gion) and western (Lviv Region) parts of Ukraine
tookpartinthe survey,whichensuredrepresent-
ativeness and objectivity of views on the state of
the hotel industry. All experts were informed
about the study and gave their consent to the use
of personal data (Declaration of Helsinki, 1964).

An important element of the research was
familiarisation with the laws and regulations
governing the activities of the hotel business
in Ukraine (Law of Ukraine No. 325/95-BP “On
Tourism”, 1995), procedure for providing tem-
porary accommodation services (Resolution of
the Cabinet of Ministers of Ukraine No. 297 “On
Approval of the Procedure for the Provision of
Temporary Accommodation Services’, 2006),
rules for the use of hotels and similar means of
accommodation and provision of hotel services
(Order of the State Tourism Administration of
Ukraine No. 19 “On Approval of the Rules for the
Use of Hotels and Similar Means of Accommo-
dation and Provision of Hotel Services”, 2004).
It was also important to get acquainted with the
strategies that support the development of the
industry (Decree of the Cabinet of Ministers of
Ukraine No. 168-r “On Approval of the Strategy
for the Development of Tourism and Resorts for
the Period Until 2026”, 2017).

To perform analytical calculations, the MS
Excel software tool for processing statistical data
and plotting graphs was used, which allowed
making accurate calculations, assessing mar-
ket trends, and visualising the results obtained,
which increased the clarity of the information
presented. The case-study method was used to
analyse positive practices in the hotel business.
This has facilitated the study of the experience
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of other researchers and the development of
proposals for implementing the experience in
Ukrainian realities. The use of comprehensive
methodological tools, including statistical and
economic analysis, a systematic approach and
expert surveys, provided a comprehensive anal-
ysis of the hotel industry. This helped to identify
current trends and problems and formulate rec-
ommendations for adapting the Ukrainian hotel
business to new business conditions, in particu-
lar, through the practice of rapid response to
consumer needs and responsible management.

RESULTS AND DISCUSSION

In the context of global economic and political
changes, the analysis of trends, challenges, and
opportunities for the development of the hotel
business allows optimising management strat-
egies, increasing competitiveness, and ensuring
sustainable development of the sector. In 2024,
the international hotel services market demon-
strated effective practices for Ukrainian busi-
nesses to follow. It was established that when
the Ukrainian hotel services market faced seri-
ous problems due to Russia’s military aggression
against Ukraine, the international hotel services
market showed an impressive recovery from the
COVID-19 pandemic. Already in 2023, there was
anexcess of the volume of the international hotel
services market forthe pre-ice period by 11%, and
the forecast for the next 5 years indicates a rapid
growth of the international hotel market (Fig. 1).

According to Statista (2024), in 2024, reve-
nue in the international hotel services market
was expected to grow by almost 9% compared to
the previous year, 2023, and more than 2 times
compared to the year before COVID, 2020, and
would amount to approximately USD 446.5 bil-
lion. Experts expected the annual growth rate of
the international hotel services market to reach
3.32% in 2024-2028, with an indicator of USD
508.9 billion in 2028. It was also expected that
the number of consumers of the hotel product
will grow to 14 billion customers by 2028. It was
projected that in 2028, 82% of hotel revenue will
be achieved through online sales. It was also ex-
pected that in 2024, the United States of Ameri-
ca would receive the largest income from hotel
services compared to other countries (Statis-
ta, 2024). This is not surprising, since the rating
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of the Top 10 largest hotel chains in the world in
2023 included six representatives of the US ho-
tel business (Ist place in the rating - Marriot, 3
place - Hilton, 4" place - IHG, 5% place — Wynd-
ham, 8t place - Choice, 10% place - BWH), three —
China (2™ place - Jin Jiang, 6™ place - H World
Group, 9™ place - BTG), one - France (7% place -
Accor). In addition, in the Top 5 countries that
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are projected to receive the largest revenue from
hotel services in 2024, in addition to the United
States, included the following: China, Japan, the
United Kingdom, and Germany (MKG, 2024).
North America (USA, Canada, and Mexico)
occupied, at the end of 2023, a dominant posi-
tion in the international hotel services market
with a market share of more than 30% (Fig. 2).
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Figure 1. Volume of the international hotel services market, 2018-2028

Source: compiled by the authors based on Statista (2024)
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Figure 2. Regional structure of the hotel services market, 2023

Source: compiled by the authors based on Maximize Market Research (2024)

The 27 place in terms of market share is
occupied by the Asia - Pacific region (China,
South Korea, Japan, India, Australia, Indonesia,
Malaysia, Vietnam, Taiwan, Bangladesh, Paki-
stan, etc. countries of the region), the 3" place is
occupied by Europe (Great Britain, France, Ger-
many, Italy, Spain, Sweden, Austria, and other
European countries), the 4t - by the countries
of the Middle East and Africa (South Africa, the
United Arab Emirates, Egypt, etc.), and the last,

160 . e 8g
40 o o 88 Se &9
—1 (o)
2 80 ~ ~
[*)]
2 60 a8 0
S 40 Y e B
20 I
0 ]
2018 2019 2020 2021 2022 2023
Total

with a share of less than 10% - Brazil, Argentina,
and the rest of South America (Maximize Market
Research, 2024).

A comparative analysis of the projected vol-
umes of hotel services markets in North Ameri-
ca, as the leader, and Europe, to which Ukraine
belongs, shows that the North American hotel
services market will reach USD 126.9 billion in
2024, and the European market — USD 1134 bil-
lion, which is USD 13.5 billion (10.63%) less (Fig. 3).
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Figure 3. Hotel services market size in North America and Europe, 2018-2028

Source: compiled by the authors based on Statista (2024)
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It is expected that in the period 2024-2028,
the annual growth rate of the hotel services
market in North America will be at the level of
378%, in Europe - 1.76% and, respectively, USD
147.2 billion and USD 1216 billion in 2028 The
expected growth in the number of hotel users in
North America by 2028 will reach 26710 million
people, Europe - 293.10 million people. Accord-
ing to forecasts, in 2028, 81% of North American
hotel revenue will be achieved through online
sales, while hotels in Europe will increase by 5%
withanindicator of 86%.1tis expected that by the
results of 2024 North America will be the world
leader in the international hotel services market
with a market volume of USD 110.500 million. In
Europe, the largest increase in the volume of the
Spanish hotel services market is projected due
to the activation of international tourism (Sta-
tista, 2024). Using the classification of hotels by
stars, today the world has the most 3-star hotels
(50%) of the total number, 4-star hotels are 23%
less compared to 3-star hotels (27%), and 2-star
hotels - 14%. 5-star (7%) and 1-star (2%) hotels
have the lowest share, which is respectively due
to the high cost in the first case and poor quality
of services in the second case (Fig. 4).

Next, the study considers the salary level
of hotel workers in different parts of the world
according to the regional structure of the mar-
ket: North America (using the example of the
United States and Canada), Asia-Pacific (China,
Australia), Europe (Germany, Ukraine), the Mid-
dle East and Africa (South Africa, Egypt), South
America (Argentina), using official statistics
(Salary expert, 2024).

The United States is the leader of the global
hotel industry in terms of wages. Thus, the sala-
ry of an American employee working in the ho-
tel business is one of the most competitive in the
world, with an average monthly income of USD
4,454.25. Thus, America, Germany, Australia, and
Canada have the most competitive salary levels
in the labour market: on average, an employee
receives more than USD 20 per hour and has an
average of more than USD 3,000 per hour of op-
eration USD CILIA per month. China and South
Africa are in an intermediate position: on aver-
age, an employee receives up to USD 10 per hour
of work and has an average of up to USD 2,000
per month. The worst wage situation has devel-
oped in Argentina, Ukraine, and Egypt: on aver-
age, an employee receives up to USD 5 per hour
and has an average of USD 1,000 per month (Sal-
ary expert, 2024). Despite the fact that a particu-
lar country belongs to the same region, the level
of remuneration differs significantly (Table 1).
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Figure 4. Share of hotels by star rating
in the international hotel market, 2023
Note: * - hotel classification by stars
Source: compiled based on Statista (2024)

Table 1. Salary of employees of the hospitality industry
in different countries of the world, as of June 2024, USD

. Annual income of an
Annual income Average N Average Annual Average
Country N employee with work
for a beginner | annual salary . monthly salary | bonus | hourly wage
experience
USA 39,531 53,451 65,089 4,454.25 1,144 25.70
Canada 31,044.93 41,975.86 51,115.35 3,497.99 898.26 20.18
China 14,160.72 18,942.70 23,315.62 1,578.32 405.33 9.11
Australia 35,928.45 48,499.85 59,727.17 4,041.65 1,038.19 23.31
Germany 36,946.43 49,955.86 60,832.69 4,162.98 1,069.00 24.01
Ukraine 4,334.96 5,767.24 7,137.48 480.60 123.42 2.77
South Africa 11,745.92 15,746.10 19,339.57 1,312.70 336.96 7.57
Egypt - 2,617.04 - 218.09 56.00 1.26
Argentina 5,548.17 7,268.19 9,135.03 605.68 155.54 3.49

Source: compiled by the authors based on Salary expert (2024)
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According to the results of the study, inter-
national players in the hotel industry quickly
emerged from the crisis and adapted to new con-
ditions, using innovative technologies and stra-
tegic approaches to overcome the consequences
of the pandemic. This allowed them to restore
their previous indicators and also exceed them,
demonstrating stability and dynamic growth.

29.06

At the same time, the Ukrainian hotel services
market faces unprecedented challenges that
significantly slow down its recovery and devel-
opment. According to the official website of the
State Statistics Service of Ukraine (n.d.), the vol-
ume of services sold by hotel business entities in
2022 amounted to UAH 7,830.84 million, which
is 29.97% less than in 2020 during COVID (Fig. 5).

25,000 30
20,000
15,000 20
10,000 163273 1748044 20,120.45 10
5000 94700  7,042.82 10 7,830.84
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The volume of services provided by the hotel business in Ukraine, million hryvniasThe volume
of services provided by the hotel business of Ukraine (UAN million)

==@-=_ The volume of implemented services of the hotel business in Ukraine as a share of the total volume
of services implemented by the hospitality industry (hotel and restaurant business) in Ukraine (%)

Figure 5. Volume of services sold by hotel business entities in Ukraine, 2012-2022
Source: compiled by authors based on the Official website of the State Statistics Service of Ukraine (n.d.)

For the international hotel business, the
post-holiday period is characterised by pos-
itive dynamics. At the same time, due to the
full-scale invasion, this trend was not rele-
vant for Ukraine. In 2022, hotel companies in
Ukraine received a loss of UAH 6,526.76 million.
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The share of hospitality companies that made
a loss was 55.4% and, accordingly, 44.6% made
a profit, while 59.1% of companies in the res-
taurant business remained profitable - UAH
3,850.10 million or 60% of the loss was account-
ed for by small businesses (Fig. 6).

The share of unprofitable enterprises
in Ukraine (%)

The share of profitable enterprises

in Ukraine (%)

44.6 === The share of profitable enterprises
of the hotel business in Ukraine (%)

34.2

o
2 The share of profitable enterprises
2022 in the restaurant business in Ukraine (%)

Figure 6. Net profit (loss) of hotel business entities in Ukraine, 2012-2022*
Note: companies that provide temporary accommodation and catering services are taken into account
Source: calculated by the authors based on Official website of the State Statistics Service of Ukraine (n.d.)

In 2022, 6,275 hotel business entities op-
erated in the Ukrainian hotel services market
(80.30% of them were individual entrepre-
neurs - 5,039 units), which took a share of 0.36%
in the structure of all existing business entities
in Ukraine and 10.87% in the total structure of all

@

existing business entities in the hotel business
of Ukraine (Official website of the State Statis-
tics Service of Ukraine, n.d.). A decrease in the
number of hotel businesses in the near future
is expected, which is due to a number of factors:
physical loss as a result of military operations,
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lack of demand for services, a decrease in the
tourist flow, and an increase in the cost of pur-
chasing energy products etc. (Fig. 7). As of the
beginning of 2023, the number of employed em-

ployees in the hotel business entities of Ukraine
amounted to 27,934 people, of which 35.89%, or
10,025 people, were employed by individual en-
trepreneurs (Fig. 8).
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Figure 7. Number of operating hotel business entities in Ukraine, 2012-2022
Source: calculated by the authors according to the Official website of the State Statistics Service of Ukraine (n.d.)
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Figure 8. Number of employees employed by hotel business entities of Ukraine, 2012-2022
Source: calculated by the authors according to the Official website of the State Statistics Service of Ukraine (n.d.)

The share of employed employees in the ho-
tel business in the structure of the total number of
employed in the Ukrainian economy in 2022 was
0.37%. The indicator shows a downward trend,
started as a result of restrictions imposed during

2022 586,891.1

2021 465,437.4

2020 431,405.1

2019 563,244.2

2018 541,128.0

2015 477,480.0

2012 308,059.5 194,454.3

COVID-19 and continued by martial law in Ukraine
(Official website of the State Statistics Service of
Ukraine, n.d.). It was established that the cost of
purchasing energy products and payments to
contractors in Ukraine tends to increase (Fig. 9).

111,054.4
638,94.4 The costs of purchase energy
products (UAN thousand)
657,07.1
167,305.9 Payments to contractors
196,292.9 (UAN thousand)
726,32.1

Figure 9. Expenses for the purchase of energy products
and payments to contractors of hotel business entities of Ukraine, 2012-2022
Source: compiled by the authors based on Official website of the State Statistics Service of Ukraine (n.d.)

Total expenses in 2022 amounted to UAH
697,945.5 thousand (84.09% - energy products

Economics and Business Management (15)3

and 15.91% - payments to contractors). Accord-
ing to Official website of the State Statistics
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Service of Ukraine (n.d.) in 2022, the amount
of capital investments of Ukrainian hotel busi-
ness enterprises amounted to UAH 747,230
thousand, of which UAH 731,684 thousand
(97.92%) - capital investments in tangible as-
sets and UAH 15,546 thousand (2.08%) - in in-
tangible assets.

Investments in fixed assets had the follow-
ing structure: UAH 513,840 thousand (70.23%)
invested in the construction and reconstruction
of buildings; UAH 164,299 thousand (22.45%) -
in machinery and equipment; UAH 46,615 thou-
sand (6.37%) - in other; UAH 6,550 thousand
(0.90%) - in existing buildings and structures;
UAH 380 thousand (0.05%) - in land. Capital
investments in intangible assets amounted to:
UAH 14,300 thousand (91.99%) in the purchase
of software; UAH 1,056 thousand (6.79%) in other
assets; UAH 190 thousand (1.22%) in concessions,

40

patents, licenses, trademarks, and similar rights.
In 2022, the least material capital investment
fell on the land of UAH 380 thousand, when in
2012 - UAH 57217 thousand (associated with
the European Football Championship), 2015 -
UAH 41,894 thousand, 2018 - UAH 17,861 thou-
sand, 2019 - UAH 19,471 thousand, 2020 - UAH
88,39 thousand, 2021 - UAH 32,983 thousand
(Official website of the State Statistics Service of
Ukraine, n.d.).

During the study period 2012-2022, the
share of capital investments in intangible as-
sets did not exceed 2.47%, which does not cor-
respond to trends in the international hotel ser-
vices market. The profitability of operating and
all activities of Ukrainian hotel businesses in
2022 took a negative value (-22.3% and -42.5%,
respectively), which indicates negative trends in
the industry (Fig. 10).

253 281
30 19.8 222 599
20 13.0 The level of profitability
10 of the operating activities
0 of enterprises (%)
-10 2012 2015 2018 2019 2020 2021 2022 The level of profitability
-20 45 g1 of all enterprise activities (%)
-30 -25.0 -22.3
40 -25.0
-33.9 357
-50 -42.5

Figure 10. Profitability of operating and all activities of hotel business entities in Ukraine, 2012-2022
Source: compiled by the authors based on Official website of the State Statistics Service of Ukraine (n.d.)

According to the results of a survey of man-
agers of a number of Ukrainian hotels, it was
found out that the key problem of the hotel busi-
ness in Ukraine is related to functioning under
martial law. Against this background, there are
problems with the current management and de-
velopment of the hotel business. Experts identi-
fied and ranked the following problems: lack of
security guarantees; reduced tourist flow; insta-
bility of the exchange rate, deterioration of the
investment climate, and unpredictable chang-
es in legislation. Free access to energy prod-
ucts; changing (disrupting) the usual logistics
chains; reducing the purchasing power of the
population; providing professional personnel,
in particular top managers (due to migration
and outflow abroad and to other industries).

©

Quality of training of young specialists; ensur-
ing the competitiveness of employees in the la-
bour market and wages. Thus, it was found out
that the security situation related to martial law
is the main problem and a serious challenge for
the functioning and development of the hotel
business in Ukraine. The study considered the
listed problems from the standpoint of strate-
gic management in the context of the recovery
economy of Ukraine, because the opinion of the
experts of the survey on the ranking of problems
has changed and the following three have be-
come critical: attracting investment for the res-
toration and modernisation of the infrastruc-
ture of the hotel industry and the business itself;
the quality of training of specialists and the
provision of professional personnel; ensuring
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competitiveness through the introduction of
modern technologies and digitalisation of busi-
ness processes. One of the most significant
problems that the hospitality industry can face
is the lack of qualified hotel specialists.

This issue requires active cooperation be-
tween higher education institutions and hotel
companies to develop educational programmes,
improve the level of professional training, and
attract young people to the industry. Analysis of
the international experience has shown that the
success of the hotel business is ensured by: the
availability of a state target programme for the
development of the industry; regulatory sup-
port that meets the requirements of modernity,
availability and diversity of state lending pro-
grammes; state grants for the establishment,
support, and development of business; collabo-
ration with other sectors of the economy; devel-
opment of international hotel chains; promo-
tion of tourism; promotion of the development
of green hotels and access to the latest develop-
ments, in particular, in the field of information
technologies (virtual and augmented reality, ar-
tificial intelligence, etc.).

It was established that an important place
in the development of the Ukrainian hotel in-
dustry is occupied by state support, reflected in
the programme of the Strategy for the develop-
ment of tourism and resorts of Ukraine for the
period up to 2026. In the context of the problems
discussed above and their solution, it was noted
that the existing order of the Cabinet of Minis-
ters of Ukraine requires modernisation and im-
provement from the standpoint of an integrated
approach focused on the integration of inter-
national experience, because it is necessary to
create mechanisms that will ensure close coop-
eration between government agencies, business
and educational institutions to train qualified
personnel for hospitality industry enterpris-
es. It was emphasised that it is also necessary
to develop programmes to support innovation,
in particular, in the field of digital technologies,
which would allow introducing new solutions. It
was found out that the third important step is to
ensure the availability of lending and grant sup-
port for new projects in the field of green tour-
ism and hotel business. The strategy should in-
clude active promotion of Ukrainian resorts and
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tourist destinations on the international mar-
ket, which will help attract foreign tourists and
investors in the post-war period. It was argued
that the success of international players in the
hotel business is based on their ability to quickly
adapt to changes and use new technological and
business opportunities for development.

In this context, the research focused on the
analysis and comparison of economic indicators
of the International and Ukrainian hotel ser-
vices market, which helped to identify the key
problems faced by the Ukrainian hotel indus-
try and expand previous knowledge about the
problems of the industry, highlighted in the pa-
pers by I. Rumiantseva & I. Mendela (2024) and
0. Olshanska et al. (2024), focusing on the prob-
lems of staffing and low wages of employees. It
is noted that this is one of the underestimated
factors of slowing down the strategic develop-
ment of the hotel industry, which will have more
serious consequences in the future. This is also
confirmed by the results of a study of employ-
ment in the hotel business conducted by L. Bez-
ruchko et al. (2023), which indicate negative
trends and causes related to military aggression
and economic crisis. The proportion of workers
leaving the industry poses a serious threat to
the sector’s recovery. One possible solution is to
develop retraining programmes for employees
who are out of work, and create conditions for
attracting new specialists through higher wag-
es. The analysis of wages in different countries
also indicates the need to review the compensa-
tion system in the Ukrainian hotel business. At a
time when the average salary in the industry is
significantly lower than in countries with devel-
oped markets, Ukraine should introduce strat-
egies that will increase the competitiveness of
employees in the market.

Special attention in this study was paid
to the aspects of financial stability and com-
petitiveness of the Ukrainian hotel business,
since in the literature, in particular in the pa-
pers by O. Morhulets & O. Nyshenko (2023) and
0. Nikolaichuk et al. (2021), who investigated
these aspects, did not sufficiently highlight the
role of government support programmes in the
development of the hotel business. Based on the
findings of other researchers, the study suggests
the introduction of targeted programmes that
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consider the specifics of the Ukrainian economy
and the needs of the hotel sector. It is necessary
to step up state support for small and medi-
um-sized businesses, because these enterprises
suffered the most during the crisis. The study
also pointed out the importance of international
experience in the field of hotel services manage-
ment, which can serve as a template for imple-
menting successful practices in Ukraine. For ex-
ample, studies have shown that in high-income
countries such as the United States and Aus-
tralia, investing in the latest technologies and
innovative solutions significantly contributes to
improving the quality of service and customer
engagement (Ugurluay § Kirikkaleli, 2022). This
aspect can become a key one for the Ukrainian
market, where modern technologies have not
yet received sufficient development.

In addition, the results of the study indicat-
ed that online sales are becoming the dominant
channel for selling hotel services, which under-
lines the importance of digitalisation for the
Ukrainian sector. In the face of limited opportu-
nities for traditional businesses, the active use
of online platforms using artificial intelligence
can help attract new customers and reduce the
cost of promoting services. The study confirms
the opinion of I. Breukelen (2023), R. Wiastutti et
al. (2024), D.J.-E. Pelet et al. (2021), according to
which the successful functioning of the hotel
services market requires the introduction of the
latest information and communication technol-
ogies. Concretising the findings of researchers,
itis noted that among the information and com-
munication innovations can be: the creation of
various applications for hotels (such as Booking.
com or HotelTonight), which provide conven-
ient access to hotel services); the use of virtual
reality (virtual hotel tours that allow potential
guests to get acquainted with rooms and terri-
tory, as Marriott does in its VR tours) and artifi-
cial intelligence (chatbots for customer service,
as in the Hilton, which help to solve issues and
book services). The introduction of contactless
registration (systems such as Mobile Check-In,
which allow guests to register via mobile devices
without having to visit the front desk) can also
be updated and included in the list of the latest
information and communication technologies
in the industry. In addition, the introduction of

©

innovations not only increases the convenience
for guests, but also allows hotels to optimise
their business processes, reduce costs and in-
crease management efficiency. Using data an-
alytics will help to better understand the needs
of customers and adapt offers to their prefer-
ences, which contributes to improving the level
of service. In addition, it is argued that the inte-
gration of the latest technologies can be an im-
portant factor in attracting new customers and
increasing the loyalty of existing ones, as tour-
ists increasingly appreciate innovative solutions
that provide convenience and safety. Therefore,
adapting to technological changes is critical for
the sustainable development of the hotel busi-
ness in the face of global challenges.

The results of the study indicate that the
Ukrainian hotel services market requires active
actions to improve the situation. They can be
used for: developing adaptive strategies (recom-
mendations for collaboration with educational
institutions, introducing modern technologies
and flexible business models will help hotels
adapt to new market conditions); improving
competitiveness (studying international prac-
tices will allow Ukrainian hotels to integrate the
best solutions and increase their attractiveness
for tourists). For social responsibility (identi-
fied cases of successful adaptation of services
can serve as an example for other enterprises
in the field of hospitality, contributing to the
development of socially responsible business)
and support for public policy (the results can
be used by government agencies to form poli-
cies that support the development of tourism
infrastructure and contribute to the restoration
of the hotel business). The successful experi-
ence of international companies can become
the basis for adapting new strategies and prac-
tices that can contribute to the recovery of the
industry in Ukraine (Karolop § Revenko, 2021).
Introducing innovative technologies, develop-
ing online sales, raising wages, and supporting
small businesses are all aspects that can sig-
nificantly change the situation for the better.
However, to achieve success in the face of con-
temporary global challenges, it is important not
only to adapt international experience, but also
to actively implement changes that consider the
features of the national context and the needs
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of the internal market (Ugurluay & Kirikkale-
li, 2022). This is the only way to ensure the sus-
tainable development of the hotel business in
Ukraine and increase its competitiveness in the
international arena.

CONCLUSION

The international hotel business has overcome
the effects of COVID-19 and is showing posi-
tive development trends. The study integrated
the analysis of the impact of global changes,
such as the pandemic and military aggression,
on the Ukrainian hotel business, considering
international experience and current indus-
try trends. The unique challenges faced by the
hotel industry in Ukraine were identified, and
recommendations were formulated based on
a comparative analysis of world practices. In
particular, the focus was on the introduction
of innovative technologies, such as artificial
intelligence, virtual reality, and new business
models that can increase the competitiveness
of Ukrainian hotels.

The international hotel industry is forecast
to see annual revenue growth in 2024-2029,
with revenues expected to increase by more
than 20% in 2028. It was found that online sales
will play an important role in hotel revenue,
reaching 82% in the forecast year for 2028. The
largest total revenue in the international mar-
ketin 2024 is expected from hotels in the United
States, China, Japan, the United Kingdom, and

Australia show the highest rates, while in
Ukraine, Argentina, and Egypt the level of wag-
es is low. In Ukraine, the hotel services market
has suffered serious losses. In 2022, the volume
of services sold decreased by 30% compared to
2020, and hotel businesses suffered losses in
the amount of UAH 6,526.76 million. The share of
enterprises that received a loss reached 55.4%.
The number of employees employed in this in-
dustry has significantly decreased, while energy
and payment costs have increased significantly.

The investigation of successful practices in
the global hospitality industry allows develop-
ing relevant cases for Ukraine, considering the
realities of today. The transfer of many business
processes to the virtual world is a trend that will
continue to grow and develop, so businesses
need to pay attention to the development of in-
formation technology and its widespread use in
hotel operations. It was proved that the strategic
development of the hotel industry will depend
on the availability of highly qualified special-
ists. Therefore, it is important to cooperate with
higher education institutions and hotel compa-
niesin developing educational programmes that
integrate modern technologies and innovative
methods of work in the industry. The prospect
for further research of the hotel business is the
study of foreign experience in managing enter-
prises, analysis and assessment of the prospects
for implementing positive practices.

Germany. In North America, the market is ex- ACKNOWLEDGEMENTS
pected to grow at 3.78% by 2028, while in Europe  None.
this figure will be 1.76%. The analysis of wages
in different regions of the world showed signifi- CONFLICT OF INTEREST
cant differences: the United States, Canada,and None.
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MoTenbHUM 6i3HEeC B KOHTEKCTI rnmo6anbHUX TeHOAEHLUIN

AHoTauiqa. FoTenbHUM 6i3HeC Bifiirpae BayKJIMBY POJIb ¥ PO3BUTKY €KOHOMIKM KpaiHU, OCKiIbKU
3abe3rneuyye poboui Miclis, CTUMYIIOE TYpPU3M i CIIpUsAe KyJIbTYPHOMY O6MiHY. Y KOHTEKCTi
r7106aJIbHIMX 3MiH, 30KpeMa ITIOCTKOBiIHOTO BiZHOBIeHHS Ta Bi¥ICbKOBOI arpecii, #oro sHayeHHd
JIMIIe 3pOCTaE. AKTYaJIbHICTb [AOCHiAKeHHA CTaHy 1 IepCleKTUB PO3BUTKY TOTEIbHOIO
6i3Hecy 3yMoOBJIeHa 3HAaYHUMU 3MiHaMmu, W0 BifbyBaioTbcs y Ui coepi Ta HeobximHicTio
ajanrTaliii o HoBUX peasid. Y 2024 poli Ha MiDKHapoZHOMY PiBHI ciocTepira€Tbcsi akTUBHE
BIIPOBAJI>KeHHA TUPPOBUX TEXHOJIOTIH i CTaIMX IIPAKTUK, TOA1 K B VKpaiHi roTesbHa iHAYCTpisg
CTUKAETHCA 3 YHIKaJIBHUMU TPYAHOILIAMH, TIOB'I3aHUMHU 3 6e311eK0BOI0 CUTyallieio. [IopiBHAHHSA
MIDKHapOZHOTO Ta YKPalHCBKOTO pUHKY FOTeIBHUX IIOCIYT JO3BOJISI€ BUABUTHU KIIIOYOBI TeHIeHIIi]
i BUKJIMKYM Ta pO3po6UTH peKOMeHZallil AjI pO3BUTKY raniysi. MeTa cTaTTi — IpoaHaIi3yBaTu
BIUIUB I7I06AJIbHUX ITOAIM HAa CBITOBY TOTENBHY iHAYCTpifo, BUSHAUUTU OCHOBHI TeHZeHIi i
po6JyieMH Ta 3alIpOTIOHYBaTU LIIAXY IJIS TOKpAlleHHs CUTYallil B yKpaiHCbKOMY TOTEIBHOMY
CeKTopi. MeTonu IOCHiIXKeHHS BRJIIOUAJNIM aHalli3 CTaTUCTUYHUX JAaHUX, CUCTeMHUM Miaxin,
case-study, mopiBHAHHSA MiKHapOOHUX i HAL[iOHAJIBHUX ITOKA3HUKIB i IPAKTUK, y3araJbHEHHS,
abCTpPaKTHO-JIOTIYHUN MeTOZ, Ta MeTOZ, CUHTe3y. Pe3ynbTaTu AOCTIIKEHHS CBiAUMIH, IO
[IOIIPY TIO3UTHUBHY AWHAMIKy MIKHapOZHOIO TOTENBHOTO 6i3Hecy, yKpaiHCbKa TOTeIbHA
immycTpiag 3a3Hae 3HAYHUX TPYLHOIIIB Yepes BiliHY B KpaiHi. Ha ¢oHi HeraTuBHUX TeHAEHLIN,
yCIix MDKHapOZHOTO TOTENbHOro 6i3Hecy O6YMOBIIEHUN HAABHICTIO IEpKaBHUX IIporpam,
M ATPHUMKOIO PO3BUTKY Hi3HeCy, iIHBECTULIIAMU Y HOBi TeXHOJIOTiI Ta iHHOBaILii. [1J151 BiTHOBIEHHS
Ta PO3BUTKY YKPaiHCHKOTO TOTEIBHOTO Hi3HEeCy BaykKIMBO BIPOBAIKyBaTH ITO3UTUBHI 3apy6iKHi
TIPaKTUKY, 30KpeMa — CTaJIOTO PO3BUTKY, Ta aAallTyBaTH iX 0 peaslili Cy4acHOTO YKPalHChKOIO
puHKy. [IpakKTU4YHA IiHHICTh CTATTi IonAraja B HaZaHHI peKOMeHJALil AJjid IIOKpalleHHS
cuTyauil iHAycTpil TOCTUHHOCTI YKpalHU Ha PUHKY, afanTallil 0 HOBUX YMOB i BUKOPUCTaHHI
Mi>KHApPOJHOTO JOCBiZAYy AJIs pO3BUTKY IOTENIbHOTO 6i3HECY

Knwou4oBi cnoBa: iHAYCTpis TOCTUHHOCTI; MDKHApPOOHUN PUHOK ITOCIYT; KpU3a; afalTyBaHHSI,
CTaJIUY PO3BUTOK
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Features of implementation of ESG management criteria
in Ukrainian agriculture in the context
of global challenges and EU integration

Abstract. This study addressed the significance of implementing ESG (Environmental, Social,
Governance) management criteria in Ukrainian agriculture in the context of integration with the
European Union during wartime and post-war reconstruction, which is becoming increasingly
relevant due to the requirements of sustainable development and environmental protection, which
arebecominganintegral partofaccessionagreements. The purpose of this study wasto substantiate
the necessity of implementing ESG management criteria in the activities of Ukrainian agricultural
enterprises to ensure sustainable development and integration of Ukraine into the EU during the
period of martial law and post-war reconstruction. The key methods used included comparative
analysis, evaluation method, SWOT analysis, and data synthesis. The aspects of environmental
sustainability, social responsibility, and corporate governance and their interrelationships with
the development of agriculture and rural areas in Ukraine were considered in detail. The study
identified the value of environmental sustainability in the context of current challenges, such
as climate change, soil degradation, and the need to preserve biodiversity, accommodate social
aspects, ensure decent working conditions, develop rural communities, and improve the quality
of life of the population through the implementation of responsible finance principles. The study
identified strengths, weaknesses, opportunities, and threats that may arise on the path towards
implementing ESG criteriain the management of agricultural enterprises through a SWOT analysis.
Strengths include Ukraine’s natural potential, fertile land, and agricultural traditions. Weaknesses
include insufficient infrastructure, financial resources, and technical support. Opportunities
include integration into European markets, attracting foreign investment, and developing
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innovative technologies. Threats include the impact of climate change, geopolitical risks, and
economic instability. The above analysis of the benefits of ESG criteria for the agricultural sector
has its practical value, as it can help agricultural enterprises improve their production potential,
increase their competitiveness in the market, and become potentially attractive to investors

Keywords: reconstruction; principles of responsible finance;

management; sustainable

development; decision-making; social responsibility

INTRODUCTION
Implementation of strong environmental and
social standards in line with European require-
ments is a prerequisite for Ukraine’s integration
into the European Union (EU) and attraction of
international investment. This will enable the
Ukrainian agricultural sector not only to resume
its operations after the war, but also to become a
competitive international player, as compliance
with EU standards opens access to European
markets and creates opportunities for financial
support that will help ensure the long-term sus-
tainability of economic development, reduce the
adverse environmental impact and improve the
quality of life of the population in the post-war
reconstruction of Ukraine.

The reports of the Intergovernmental Panel
on Climate Change (IPCC) clearly outline the sit-
uation (AR6 synthesis report, 2023). The inter-
governmental body IPCC of the United Nations
disseminates information on climate change
caused by human activity, informs governments
about the state of these changes, including nat-
ural, economic, and social impacts and risks. The
UN Department of Economic and Social Affairs
publishes the Global Sustainable Development
report (2023). It highlights the key transforma-
tions necessary in various sectors and contains
key findings from various sources, practical
examples, and tools for progress towards the
Sustainable Development Goals. According to
the conclusions of the IPCC, human-induced
impacts are leading to critical changes in eco-
systems, which cause severe economic, social,
and environmental risks (AR6 synthesis re-
port, 2023). These changes are critical to un-
derstanding how adapting agriculture to new
environmental conditions can increase its re-
silience. The UN'’s Global Sustainable Develop-
ment report (2023) also highlighted the need
for transformation in various sectors, inclu-
ding agriculture, to achieve the Sustainable

G

Development Goals. Thus, the report contains
practical examples and tools that can be used to
promote the integration of ESG (Environmental,
Social, Governance) criteria in agriculture.

The academic community has been actively
researching the impact of ESG criteria on the de-
velopment of the agricultural sector in different
countries. N.F. Takril et al. (2023) concluded that
ESG considerations can positively affect finan-
cial performance by increasing operational effi-
ciency, improving the reputation of enterprises,
and attracting sustainable investment. They also
noted that transparency in corporate reporting
increases investor confidence, which helps to
increase investment in agriculture. In the con-
text of Ukraine’s post-war reconstruction, V. Me-
telytsia & T. Gagalyuk (2024) argued that small
and medium-sized agricultural enterprises are
the most flexible in implementing ESG crite-
ria, as their operating structure allows them to
adapt new approaches to resource management
more quickly. This has also increased their com-
petitiveness in markets with high environmen-
tal requirements. The researchers emphasised
that attracting international investors is only
possible if companies meet ESG requirements,
which is becoming a crucial aspect in the recov-
ery of the Ukrainian agricultural sector.

M. Kirzhetska & Yu. Kirzhetskyy (2022)
showed that the integration of ESG criteria helps
to increase the return on assets of enterprises,
which makes them more attractive to investors.
This study confirmed that the implementation
of ESG strategies helps to improve the financial
performance of companies, as investors are in-
creasingly paying attention to the environmen-
tal and social aspects of business when making
investment decisions. This approach helps to in-
crease the efficiency of resource use and attract
capital. D. Zatonatskiy (2023) investigated the
prospects of ESG investment in the rebuilding
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of Ukraine’s critical infrastructure after the war,
emphasising that international investors are ac-
tively supporting projects related to the restora-
tion of agricultural enterprises, especially those
that implement environmentally friendly tech-
nologies and socially responsible management
approaches. Thisstudyhasdemonstrated the po-
tential to attract large investments in Ukraine’s
agricultural sector through the implementation
of ESG approaches. The researcher also noted
that companies that adhere to ESG principles
have better opportunities to attract internation-
al loans and grants, which can be a valuable tool
for their development in an unstable economy.
T. Mirzoyeva & N. Gerasimchuk (2023) noted
that in the conditions of the 21t century, when
business conditions are rapidly transforming
and the level of risks is constantly increasing,
agribusiness representatives should carefully
approach risk assessment and correlate the re-
sults with the principles of ESG strategy, as well
as general business management. For Ukraini-
an agricultural producers, which are forced to
operate under martial law and, accordingly, ex-
perience a lack of resources and disruption of
logistics, integration into the risk management
system and implementation of the principles
and criteria of the ESG strategy by the enter-
prise may become a new vector of development,
the significance of which is the purpose of this
study. In the context of sustainable development
and Ukraine’s integration into the EU during the
period of martial law and post-war recovery, the
objective of the study was to substantiate the
ESG criteria in the management of agricultur-
al enterprises through the use of SWOT analy-
sis, identification of threats and opportunities,
strengths and weaknesses of ESG strategies dur-
ing a full-scale invasion, considering Ukraine’s
European integration transformations.

MATERIALS AND METHODS
The present study employed a combination of
methods to analyse the feasibility and signifi-
cance of implementing ESG criteria in Ukrainian
agriculture. The comparative analysis method
was employed to study in detail the implemen-
tation of ESG criteria in agricultural enterprises
in Ukraine and the EU. It helped to identify key
differences and similarities in the approaches to
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environmental, social, and governance aspects
of agriculture between these regions. The study
used Stakeholder theory (n.d.) to help explain
how organisations consider the interests of in-
dividuals or groups affected by their actions. The
study reviewed awide range of international ma-
terials, including research by leading European
academic institutions and reports by the Euro-
pean Commission, which analyse achievements
in sustainable development and the implemen-
tation of environmental standards in EU coun-
tries. The sources were used to explore the best
practices of European agricultural enterprises
that have already implemented ESG criteria and
demonstrated the effectiveness of these meas-
ures in practice (EU agri-food trade.., 2024).

In the context of Ukraine’s integration into
the EU, the introduction of ESG criteria in agri-
culture is essential for increasing the competi-
tiveness of Ukrainian enterprises in the interna-
tional market. A detailed study of the practices of
EU countries can serve as an effective basis for
developing suitable recommendations for the
implementation of these standards in Ukraine.
The comparative analysis identified the key
challenges faced by Ukrainian agricultural en-
terprises in implementing ESG criteria, includ-
ing limited funding, regulatory barriers, and the
need to modernise production processes. The
assessment methodology included data analysis
through a holistic approach and detailed analy-
sis of a wide range of data from various sources.
One of the key sources of information for as-
sessing the impact of ESG criteria on Ukrainian
agriculture was statistical data obtained from
the State Statistics Service of Ukraine (n.d.). The
data enabled the assessment of economic in-
dicators of agriculture at the national level, in-
cluding the productivity of enterprises, the level
of employment in the sector, and the volume of
agricultural production.

These data allowed for a detailed analysis of
the economic situation in the agricultural sec-
tor,which helped to identify key trends and chal-
lenges faced by agricultural enterprises in the
current crisis. Additionally, data from the Minis-
try of Agrarian Policy and Food of Ukraine was in-
strumental in identifying government initiatives
and regulations in the agricultural sector, par-
ticularly in the implementation of sustainable
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practices (Crop production..., 2024). The study
was also based on data from the Kyiv School of
Economics, which conducted in-depth research
on the impact of the war and martial law on the
Ukrainian economy and the agricultural sector
(The explosion..., 2023; Neiter et al.,, 2024). The
analysis of these data helped to determine how
the war affected production capacity, export op-
portunities, and the overall economic stability
of agriculture, and to analyse key areas for the
recovery of the agricultural sector after the end
of the conflict, as well as possible scenarios for
the development of agriculture in the wartime
and post-war periods. International sources,
such as the reports of the IPCC (AR6 synthesis
report, 2023) and Food and Agriculture Organ-
ization (FAO) (Climate-smart agriculture, n.d.)
provided valuable information for assessing
the climate indicators and environmental chal-
lenges faced by Ukrainian agriculture. The data
from these sources allowed for an assessment
of how climate change is affecting crop yields,
water availability, and other major environmen-
tal factors. This helped to develop recommenda-
tions for adapting agriculture to climate change
through the implementation of sustainable
practices and ESG criteria. The SWOT analysis
was applied to identify the strengths and weak-
nesses of the implementation of ESG criteria in
agriculture (internal factors), as well as opportu-
nities and threats (external factors).

The synthesis method was employed to
summarise data from various sources, which
provided a holistic understanding of the state of
Ukrainian agriculture and its readiness to im-
plement ESG criteria. The synthesis method was
also used to identify the state of research on the
impact of changes in the management of agri-
cultural enterprises since the reorientation to
ESG criteria in the EU. Additionally, the study ex-
amined the Directive of the European Parliament
and of the Council No. 2014/95/EU (2014), which
regulate sustainable development and disclo-
sure of non-financial and diversity information,
obliging large companies that are of public im-
portance to publish non-financial reports. These
reports included information on environmental,
social, and human resources issues, respect for
relevant human rights, anti-corruption actions,
and governance issues.
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EU reporting on environmental, social,
and governance issues has become increas-
ingly important since 2016, when the Paris Cli-
mate Agreement was ratified (Law of Ukraine
No. 1469-VIII, 2016). It served as a tool for as-
sessing companies’ compliance with sustain-
ability standards, which is a key factor for in-
vestors and other stakeholders. For countries
seeking integration into the EU, the implemen-
tation of these reports has become not only a
requirement of the times, but also a prerequi-
site for achieving European business standards
starting in 2025 (Takril et al., 2023). That is, the
study is based on a wide range of methodologi-
cal tools, which enabled a thorough assessment
of the benefits of implementing ESG criteria
and the development of recommendations for
their integration into the agricultural sector of
Ukraine and, specifically, into the management
of agricultural enterprises.

RESULTS AND DISCUSSION
According to the IPCC, human activity, mainly
through greenhouse gas emissions, has caused
global warming, with the Earth’s surface tem-
perature rising by 1.1°C between 1850 and 2020.
Thus, global greenhouse gas emissions are ac-
celerating. Thisis caused by unstable energy use,
land use, lifestyles, and consumption and pro-
duction patterns in regions, between countries,
and within them (AR6 synthesis report, 2023). It
was argued that various measures are being im-
plemented around the world to prevent further
temperature increases and reduce greenhouse
gas emissions. Through the signing of various
international initiatives and agreements, agri-
cultural companies are implementing the UN
Sustainable Development Goals (n.d.), which
aim to help companies and enterprises devel-
op without adversely affecting the environment
and while maintaining the stability of social and
cultural systems.

It was found that there are governmental
and commercial proposals that help to transition
to the principles of sustainable development
through financial instruments. For example,
the FAO's Climate-smart agriculture (n.d.) pro-
gramme aims to increase the resilience of agri-
culture to climate change, particularly through
precision agriculture and natural resource
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management. There are also various funds, such
as the Green Climate Fund (n.d.), which aim to
finance projects that contribute to reducing
greenhouse gas emissions and adapting to cli-
mate change, including in agriculture. At the
same time, various types of non-financial man-
agement reports of companies, including envi-
ronmental, economic, and social components,
emphasise the determination to act and respon-
sibility for food security and society at large.

It was found that Ukraine is a top player
among producers and suppliers of agricultural
products in Europe. In 2023, the country ranked
third among the EU’s largest exporters with EUR
11.8 billion, accounting for 7% of EU imports and
playing a significant role in the implementa-
tion of the UN Sustainable Development Goals.
However, due to the active hostilities, the agri-
cultural sector has suffered tremendous loss-
es and destruction, affecting the welfare and
lives of Ukrainians. During the war, Ukrainian
companies (most of them) operate at a loss, but
are trying to introduce new management ap-
proaches to support the country’s economy and
wartime society (Ukrainian agriculture..., 2023).
The study found that to boost European invest-
ment, it is increasingly necessary to introduce
and implement sustainable development goals,
and the introduction of ESG management cri-
teria may be most suitable for transforming the
agricultural sector.

ESG criteria is a set of criteria used to as-
sess a company’s performance in three key as-
pects and is a valuable source of information
for investors to assess the company’s sustaina-
ble development indicators, identify risks, and
evaluate long-term growth potential. It was
found that the ESG complex can be divided into
three aspects. Environmental aspect focuses on
the company'’s impact on the environment and
includes an assessment of the consumption of
natural resources, such as water, energy, and
raw materials. The analysis of greenhouse gas
emissions and their adaptation for further use
is a vital element of the environmental criteri-
on (Kovalenko et al., 2021), and companies that
use it strive to minimise the amount of waste
that goes to landfills (Green Climate Fund, n.d;
Lagodiyenko et al., 2024). It was also found that
the use of biomass reduces the amount of waste
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in agriculture and, in the case of biogas, leads
to the return of biodiversity and overall envi-
ronmental improvement (Bielik et al, 2024). In
contrast to the environmental aspect, the social
aspect reflects the company'’s interaction with
its stakeholders, such as employees, consumers,
and the community, and covers equality issues,
including gender issues, as companies strive to
provide equal opportunities for all employees,
regardless of their gender, race, age, or other
characteristics. It was found that another ma-
jor aspect is the creation of an inclusive working
environment where each employee feels val-
ued and can develop professionally, as labour
standards are also a critical element of the social
aspect (ensuring fair working conditions, oc-
cupational safety, social protection, etc.). At the
same time, the governance aspect considers the
principles of corporate governance in a compa-
ny, including the structure of the board of direc-
tors, ethical standards, internal control, and risk
management, as sound corporate governance
contributes to the effective functioning of the
company and increases investor confidence. It
was found that the structure of the board of di-
rectors should ensure a balance in the manage-
ment of business processes, which would allow
for objective and balanced decisions, as ethical
standards include adherence to the principles
of honesty, transparency, and responsibility
in business activities. Companies should have
clear policies to prevent corruption, conflicts of
interest, and other misconduct.

The study found that internal controls help
ensure that a company’s operations and pro-
cesses follow established standards and regu-
latory requirements. This includes conducting
regular audits, monitoring and assessing risks,
and implementing mitigation measures (What
is ESG..., 2024). The development of manageri-
al responsibility is crucial because, apart from
transparency to the state, it also contributes
to the economic development of the business
itself, as job creation increases trade and com-
pany profits, while financing start-ups helps to
find business partners, which ultimately helps to
generate economic benefits (Tiurina et al., 2021).
The implementation of ESG criteria contributes
to the development of responsible business and
helps companies attract investors who focus
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on sustainability indicators when making in-
vestment decisions. Companies with solid ESG
ratings have better access to capital, reduced
risks, and increased trust from customers and
partners, while companies that have already
integrated ESG principles into their operations
have a competitive advantage because they can
adapt to new requirements faster and avoid
possible fines and sanctions. The study showed
that with the beginning of the full-scale inva-
sion, Ukraine’s European integration processes
gained new relevance and intensity, which led to
the granting of candidate status for EU member-
ship on 23 June 2022 (Ukraine receives..., 2022).
The granting of the status meant that Ukraine

now had to work especially hard to quickly bring
all aspects of its policies and legislation in line
with EU norms and rules (Starikova, 2022). It
was argued that Ukrainian agricultural policy
and national legislation regulating agricultural
activities and food production play a significant
role in this process.

The study noted that Ukraine, due to its fer-
tile soils, favourable climate, and favourable ge-
ographical location, is one of the leading export-
ers of grain crops, sunflower oil, sugar, as well as
meat and dairy products (The impact of Russia’s
war.., 2023; Kamakaula, 2024). Agriculture has
always been a major part of the economy, pro-
viding a sizeable share of GDP and jobs (Table 1).

Table 1. GDP structure in Ukraine in 2018-2022, %

Sector 2018 2019 2020 2021 2022
Agriculture 10.1 9 9.3 10.9 8.2
Trade 13.2 13.2 13.9 13.6 124
State Social
Insurance 6 6.7 7.3 6.2 21.1
Administration
Edl_'l‘ec::::af:d 6.6 6.7 7.1 6.8 6.6
Construction 2.3 2.7 2.8 2.8 1.2
Utility services 3.5 3.5 3.3 3.7 4.8
Processing industry 11.5 10.8 10.1 10.3 7.6
Extractive industry 6 5.6 4.6 6.4 5.7
Other services 25.5 27.8 27.5 25.3 20.7

Source: compiled by the authors based on data from Gross domestic product for 2022 (2023) and State Statistics

Service of Ukraine (n.d.)

The study provided evidence of the above
theses on agribusiness development through

64.2 66.1

50.5

29.3

UAH billion

2015 2016 2017 2018

examples of investments in the industry in 2015-
2022 (Fig. 1).

69.9

59.1

50.7 51.4

2019 2020 2021 2022

Figure 1. Capital investments in agriculture, forestry, and fisheries, 2015-2022, UAH billion
Source: compiled by the authors based on data from the State Statistics Service of Ukraine (n.d.)
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In 2021, capital investments in agricul-
ture, forestry, and fisheries amounted to UAH
69.95 billion, which is 26% greater than in 2022
(UAH 51.44 billion), according to the State Sta-
tistics Service of Ukraine (n.d.). Due to the war,
investments declined to the level of 2020, with
domestic companies focusing more on internal
and external investments rather than on state
support as in EU countries. This helped the in-
dustry to survive financially in 2022 and be more
flexible. Since 2022, the Ukrainian agricultural
sector has suffered tremendous losses due to
the full-scale invasion. According to the Kyiv
School of Economics, the total losses after the
large-scale invasion amounted to USD 10.3 bil-
lion, with Zaporizhzhia, Kherson, and Luhansk
regions suffering the most (Neiter et al., 2024).
Under these conditions, monthly costs, despite
the losses, are increasing due to internal market
conditions, as the key factors of negative chang-
es for agriculture are rising production prices,
restrictions in logistics routes, and reduced sup-
ply volumes (Fig. 2).

2.50%
3.09%

1.20%

Agricultural equipment

W Granaries

B Manufactured goods
Perennial crops

M Animal husbandry
Other

56.70%

Figure 2. Breakdown of agricultural losses
by category
Source: compiled by the authors based on data from
R. Neiter et al. (2024)

According to the Ukrainian Agribusiness
Club, despite lower production costs and im-
proved logistics, grain production in 2023 was
largely unprofitable (Crop production..., 2024).
The primary reasons for this were low global
grain prices and high competition on interna-
tional markets. Low prices meant that even with
reduced production costs, farmers were unable
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to achieve profitability. Another factor that con-
tributed to grain losses was a decline in invest-
ment in advanced technologies and machinery,
and a lack of funding, particularly for tractors,
combines, drones, and precision farming sys-
tems (The new era of ESG..., 2023).

The situation with oilseeds was better. Sun-
flower cultivation had insignificant losses, while
soybeans and rapeseed brought a small profit,
as oilseeds have a higher added value compared
to grains, which allows for higher revenues at
unstable prices (The new era of ESG.., 2023). It
was found that the profitability of grains and oil-
seeds increased in 2023 compared to 2022, but
low international market prices did not allow
the industry to achieve considerable profitabil-
ity. Apart from economic challenges, Ukraine’s
agricultural sector faced major environmental
problems. Military operations in the country
have led to extensive contamination of agri-
cultural land, with 156,000 square kilometres
of landmines, including agricultural areas, as
of mid-2024, greatly hampering field cultiva-
tion and sowing (Humanitarian demining of
Ukraine.., n.d.). Destroyed military equipment
releases heavy metals, explosives, and combus-
tion products that enter the soil and water re-
sources. These processes adversely affect future
yields and product quality. The weapons left in
the fields not only render cultivation impossible,
but also endanger the lives of employees, de-
stroy crops, and deteriorate the situation in the
region (Ukraine: The impact..., 2024).

All these factors seriously affect both the
social and economic development of the ag-
ricultural sector: lower incomes, lower quality
of life, job losses, environmental pollution, and
increased health problems. The explosion of
the Kakhovka HPP caused at least $2 billion in
direct damage (2023) to Ukraine. Damage to in-
frastructure, flooding of agricultural land and
settlements led to major economic losses, the
recovery of which requires extensive financial
resources and time, further complicating the
recovery of the agricultural sector and the coun-
try’s economy overall (Neiter et al., 2024), thus
highlighting the relevance of implementing ESG
criteria (Table 2).
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Table 2. SWOT analysis of ESG criteria implementation
in the management of agricultural enterprises

Strengths

Weaknesses

1) Reputation improvement:
e implementation of ESG criteria improves the
reputation of agricultural companies among consumers,
partners, and investors;
e companies with a sound ESG rating are perceived as
more responsible and reliable, which helps to increase
trust and loyalty.

2) Efficiency improvement:
e compliance with environmental standards can lead to
lower energy and resource costs;
e optimisation of waste management and
implementation of eco-technologies contribute to
increased production efficiency.

3) Access to financing:
e investors are increasingly paying attention to ESG
indicators when making investment decisions;
e companies with strong ESG ratings have better access
to preferential loans and investment funds.

1) High initial costs:
e implementation of ESG criteria may
considerable initial  investments in
technologies and infrastructure;
e the costs of staff training and adapting internal
processes may be extensive.

2) Complexity of compliance with standards:
e compliance with ESG standards may require complex
and ongoing monitoring and reporting activities;
o the lack of clear national standards and regulatory
requirements may complicate the implementation and
future development of ESG standards.

require
advanced

Opportunities

Threats

1) Expansion of sales markets:
e companies that have implemented ESG criteria can
access new markets where environmental and social
standards are valued by consumers;
e increased export potential of products certified
according to ESG standards.

2) Business resilience improvement:
¢ implementation of ESG principles and criteria helps to
reduce the risks associated with environmental disasters
and social conflicts;
e improved resilience to climate change and external
economic shocks.

3) Innovations and development:
e implementation of ESG criteria stimulates the
development of advanced technologies and innovations,
which contributes to the overall development of the
industry;
e attraction of investments in research and development
aimed at improving the sustainability and efficiency of
production.

1) Competition and uneven playing field:
e companies that implement ESG criteria may face
competitors that do not adhere to such standards and
may offer products at lower prices;
e lack of alevel playing field in the market may reduce the
competitiveness of companies investing in sustainability.
2) Risks of regulatory changes:
e uncertainty in the regulatory environment may create
risks for companies implementing ESG criteria;
e changes in legislation or the introduction of new
requirements may increase compliance and adaptation
costs.
3) Economic challenges:
e economic instability and fluctuations in agricultural
prices may affect companies’ ability to invest in ESG
initiatives;
e pandemics, wars, and other global challenges
may reduce the priority of sustainable development
compared to business survival.

Source: compiled by the authors

SG criteria outlined in the SWOT analysis will
help improve the economic and environmental
situation not only for concrete regions affected
by the hostilities, but also for Ukraine overall.
The implementation of ESG criteria is a key fac-
tor in improving the environmental situation
and restoring natural resources in the regions
affected by military operations. It was noted that
severe environmental damage, particularly soil,
water, and air pollution, requires immediate
action. It was suggested that integrating envi-
ronmental standards into the activities of agri-
cultural enterprises would be a significant step,
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which would enable more efficient manage-
ment of natural resources, reduce greenhouse
gas emissions, and contribute to environmental
remediation. Particular attention should be paid
to the restoration of agricultural land and the in-
troduction of renewable energy sources such as
solar panels, biogas units, and wind farms. This
will not only reduce the carbon footprint of the
agricultural sector, but also create conditions for
energy independence at the enterprise level.
The study found that the social aspect of
ESG will contribute to the restoration of com-
munities and improve the quality of life in rural
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areas, as the hostilities have contributed to the
destruction of social infrastructure and affected
the economic stability of communities. Creat-
ing new jobs, ensuring fair working conditions,
and supporting local initiatives are crucial ele-
ments of rebuilding the social structure. It was
noted that companies can contribute to the de-
velopment of social infrastructure by investing
in the construction of schools, hospitals, roads,
and other facilities, which will substantially af-
fect the economic growth of the regions. [t is also
vital to support the development of small and
medium-sized enterprises, as they are the back-
bone of the local economy. It is also expected
that the integration of ESG criteria will minimise
financial, operational, and environmental risks,
which will contribute to the long-term stability
of the business, as transparency in reporting,
business ethics, and adherence to the princi-
ples of corporate social responsibility increase
the trust of investors, partners, and consumers.
Companies that implement effective internal
control and audit systems are better equipped
to identify and eliminate problems, while main-
taining reliable market stability.

Having analysed the significance of ESG
implementation in agriculture, the opinion of
1.0. Makarenko (2023) can be agreed with, who
noted that disclosure of information related to
ESG criteria can bring considerable benefits to
Ukrainian companies, helping them to identify
and manage risks and opportunities, improving
their long-term financial performance and sus-
tainability. W. Fang (2024) valuable study con-
firmed that ESG disclosure plays a significant
role in increasing enterprise value. Disclosing
a company’s environmental, social, and gov-
ernance performance can build investor confi-
dence, mitigate the risks associated with une-
ven knowledge distribution, and thus increase a
firm’s reputation and value.

At the same time, O. Lagodiyenko (2022)
emphasised that the efficiency of the corpo-
rate sector in the modern world is associated
with obtaining a cumulative effect at the level of
business structures, which determines the com-
pany'’s ability to increase its competitiveness by
adhering to ESG principles. The researcher not-
ed that compliance with ESG requirements is
crucial for the entire chain of business relations.
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Companies that form part of the business chain,
take part in it, but do not follow these require-
ments, have been excluded from the system,
even despite their solid business performance.
I. Gernego et al. (2024) confirmed that the de-
velopment of ESG projects at the international
level is leading to the emergence of increasingly
specialised financial practices and instruments
aimed at supporting private initiatives to combat
climate change.Inotherwords,developmentand
support in this area will only grow, and future re-
covery will require new management methods.
One can also agree with the researchers’ opinion
that the fundamental feature of ESG investing
is its ability to create added value through en-
vironmental, social, and governmental impacts.

International global rankings demonstrate
ESG investment trends across national econo-
mies, regions, and industries. Implementation
of ESG criteria is not only an environmental ne-
cessity, but also an important fact for increasing
the competitiveness and financial sustainabil-
ity of agricultural enterprises. SSH.M. Radzi et
al. (2023) shared this view and suggested that
companies that fully understand and focus on
sustainability can identify risks that may not
have been previously identified. On the other
hand, companies with more effective ESG prac-
tices will have more access to financing and effi-
ciency improvements, resulting in cost savings.
Companies that support these initiatives can
overcome competitive obstacles as ESG gains
market traction, which will benefit organisa-
tions as it can exceed consumer expectations
while building resilience and sustainability in
thelong term.

According to the Stakeholder theory (n.d.),
a company should consider the needs of all its
stakeholders, including the environment, com-
munities, and employees, rather than just focus-
ing on increasing shareholder wealth. Since this
theory assumes that companies actively assess
and address ESG issues, it follows that the the-
oretical link between ESG and corporate per-
formance that can develop is long-term value
creation. According to A. Clément et al. (2022),
the factual ESG performance is best suited to
estimate the probability that an organisation
will exist in the future. This allows for a broader
analysis to be made for effective management

%)
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decision-making. This was predicted by O. La-
godiyenko (2022), 1.0. Makarenko (2023), and
W. Fang (2024). It is vital that further research
also examines the impact of ESG criteria on the
economic stability of rural communities.

It is especially relevant to investigate how
ESG can contribute not only to the recovery of
agricultural enterprises, but also to the sustain-
able development of rural areas. Considering the
challenges associated with full-scale invasion,
ESG criteria can become one of the key tools
for achieving Ukraine’s economic sustainabil-
ity at the international level. The present study
argued that reporting as an assessment of the
implementation of environmental, social, and
governance criteria increases the level of trust
in the company, both on the part of investors and
the state. The study concurred with the opinions
of the above-mentioned researchers, as the
Ukrainian business environment needs to cre-
ate clear and transparent mechanisms that will
help to convey the significance of implementing
ESG criteria to large, medium-sized, and small
companies.

CONCLUSIONS
Implementation of ESG criteria is critical to en-
sure the sustainability and competitiveness of
Ukrainian agricultural enterprises in the con-
text of integration into the EU. ESG strengths in-
clude Ukraine’s natural potential, the reputation
of agricultural companies among consumers,
partners, and investors, and companies with a
solid rating are perceived as more responsible
and reliable, which helps to increase trust and
loyalty. Weaknesses include inadequate infra-
structure, lack of clear national standards and
regulatory requirements, which complicates the

may hinder the implementation of the criteria
(economic instability, climate change, the im-
pact of volatility in agricultural prices, and the
ability of companies to invest in initiatives, etc.)
Compliance with environmental, social, and
governance standards helps agricultural com-
panies improve resource efficiency, optimise
internal processes, and reduce their adverse
environmental impact. Particular focus should
be placed on managing natural resources and
reducing greenhouse gas emissions, which con-
tributes to sustainable agriculture. ESG criteria
are not only an environmental and social stand-
ard, but also a vital element of corporate gov-
ernance. Companies that actively implement
transparent reporting and risk management
systems gain considerable competitive advan-
tages in international trade, which plays a key
role in integrating Ukraine’s economy with the
international market, as investors and partners
increasingly rely on sustainability indicators
when making investment decisions. Despite the
significant upfront costs associated with imple-
menting ESG, the long-term benefits include ac-
cess to new markets, the ability to attract inter-
national investment, and improved reputation.
This is of particular relevance for the recovery of
war-affected regions of Ukraine, where environ-
mental and social sustainability will contribute
to faster recovery under conditions of sustaina-
ble business and entrepreneurial development.
The issue of ESG implementation is new to the
Ukrainian agricultural sector and requires fur-
ther research to explore the adaptation of these
criteria to local conditions, as well as to develop
practical tools for effective implementation in
multiple segments of the agricultural sector.

implementation and future development of ESG ACKNOWLEDGEMENTS
standards. The study identified opportunities, None.
including attracting investment, increasing the
export potential of products certified according CONFLICT OF INTEREST
to international ESG standards, and threats that  None.
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Oco6nuBOCTI BNpoBa)XKeHHS ynpaBniHCbKUX KpuTepiiB ESG
Y CinbCbKOMY rocnogapcTtBi YKpaiHu
B KOHTEKCTi rno6anbHUX BUKUKIB Ta EC iHTerpauii

AHoTauia. CrarTa IpHCBSIYeHa BaJKJIMBOCTI BIPOBAYKEHHS YIIPABIIHCBKUX KpuTepiiB ESG
(Environmental, Social, Governance) B CiJibCbKe TOCIIOZAPCTBO YKpAIHU B KOHTEKCTI iHTerparii
3 €BponelchKUM COI030M y BOEHHUM Yac Ta IIEPiof IOBOEHHOTO BiJHOBJIEHHA, L0 HabyBae
aKTyaJIBHOCTI y 3B'A3Ky 3 BUMOTAaMU CTajJiIoTO PO3BUTKY Ta 36epe’keHHS HABKOJIUIIHBOTO
CepemoBHINa, KOTPi CTalOTh HEBiZ €MHOI YAaCTUHOIO BCTYITHUX Yrofl. MeTo AOCTiIKeHHs 6yi10
O6TpYHTYBaHHS 3a3HAueHOi Ba’KJIMBOCTI BIIPOBaKEHHS YIPaBIiHCBKUX KpurepiiB ESG y
IisUTBHICTD CITBCBKOTOCIIOAAPCHKUX IIAIIPUEMCTB VRpaiHu Jj1s 3a6e3eUeHHs CTaJIOT0 PO3BUTKY
Ta iHTerpanii Vkpainu B €C y nepiog mii BOEHHOTO CTaHy Ta MicaSBOEHHOI Bin6ynoBu. OCHOBHUMU
MeTOZIaMU CTaJIU [TOPiBHANIBHUM aHai3, MeTog, oLliHKY, SWOT-aHasi3 Ta CUHTe3 IaHuX. [leTaJIbHO
PO3IMIAHAINCS aClIeKTU eKOJIOTIYHOI CTiMKOCTI, COLliaJIbHOI BiITIOBiAAIBHOCTI Ta KOPIIOPAaTUBHOI'O
VIIpaBIiHHA i IX B3aEMO3B'I3KM 3 PO3BUTKOM CiJIbCBKOI'O I'OCIIOApCTBa Ta CiJIbCbKOI MiCIIeBOCTi
B VKpaiHi. [IpoBefeHe AOCIiIKeHHSI BU3HAYMJIO BayKJIMUBICTh €KOJIOTIYHOI CTiMKOCTI B yMOBax
Cy4acHUX BUKJIUKIB, TaKUX AK: 3MiHa KJIiMarTy, Aerpafallis IPyHTIB Ta He0OXiAHICTh 36eperkeHHS
6iopisHOMaHITTS, BpaxyBaHHS COLia/IbHUX aCIIeKTIB, 3a6e3eYeHHs TiAHNX YMOB TIpalli, PO3BUTOK
CIIBCBRUX TPOMAJ Ta MMiIBUIIIeHHSA IKOCTI JKUTTA HaceJIeHHS 32 paXYHOK BIIPOBAI>KeHHA IIPUHLIUIITIB
BifnoBiganeHOTro GiHAHCYBaHHS. [IoCTiIReHHA Yepes ITpoBefeHu SWOT-aHani3 ineHTHdikyBano
CUJIbHITa CJ1abKiCTOPOHY, MOXKJIMBOCTI Ta3aTPO3H, IKi MOJKY Th BUHUKHY TH Ha IIIJIXY BIIPOBAIKEHHS
ESG-kpuTepiiB B yIIpaBIiHHA CUIBCBKOIOCIIOZAPCHKUMU IiATIPUEMCTBAMU. [0 CHJIBHUX CTOPIiH
HaJeXXaTb NIPUPOJHUN IOTeHLiaN VKpaiHy, HagBHICTbh POZIOYNX 3eMeJlb Ta TpaAyllii CiIbCBKOTO
rocriogapcTea. CrabKi CTOpOHU BRIJIIOYAIOTh HEJOCTaTHiM piBeHb iHGpacTpyKTypH, biHaHCOBUX
pecypciB i TexHiuHOI MiATPpMMKU. MOXXJIMBOCTI IMOB'A3aHi 3 iHTerpalfi€lo [0 €BPOIENCBKUX
PUHKIB, 3aJIy4eHHAM iHO3eMHUX iHBeCTUIIi Ta PO3BUTKOM iHHOBALiITHUX TEXHOJIOTiM. 3arpo3u
BRJTIOYAIOTh BIUIMB KJIIMaTUYHUX 3MiH, TEOTIONITUYHI PUSUKK Ta HECTabilbHICTh €KOHOMIUHOI
cutyallil. [IoBefeHUM aHali3 IlepeBar KpuTepiiB ESG 1171 arpapHOro CEKTOPY Ma€ CBOIO IPAKTUYHY
LiHHICTh, aJi)ke 3JaTeH JIOIIOMOITH CiJIbCBKOTOCIIOZAPCHKUM ITiIIIPUEMCTBAM IIOJIIMIIUTYA
BUPOGHUYMY MOTEHIIIaJ, MiABUIINTY KOHKYPEHTOCIIPOMOKHICTh Ha PUHKY Ta CTATH MTOTEHIIIHHO
MIpUBabIMBUMU 111 iHBECTOPIB

KnouoBi cnoBsa: BifbymoBa; IpUHIIMIIN BiAIIOBiZasibHOro GpiHAHCYBaHHS; YIIPABIiHHS; CTAIUN
PO3BUTOK; YIIPaBJIiHChKI pillleHHS; COLia/IbHa BiAIIOBIIAIbHICTD

Economics and Business Management (15)3 99 ’


https://orcid.org/0009-0009-0564-2460
https://orcid.org/0000-0003-2142-928X

e Economics and Business Management

JANAGEMENT

15(3), 100-115
Journal homepage: https://economicscience.com.ua/en
Received: 27.02.2024 Revised: 02.06.2024 Accepted: 15.08.2024

UDC 331.2:631.11 DOI: 10.31548/economics/3.2024.100

Volodymyr Ivchenko®

PhD in Agricultural Sciences, General Director

Ukrainian Research Institute Productivity of the Agro-industrial Complex
03035, 2 Solomianska Sq., Kyiv, Ukraine
https://orcid.org/0009-0000-2035-2976

Yevhenii Lanchenko

Doctor of Economic Sciences, Associate Professor

National University of Life and Environmental Sciences of Ukraine
03041, 15 Heroiv Oborony Str., Kyiv, Ukraine
https://orcid.org/0000-0003-0894-4885

Oleksandr Nosikov

PhD in Sociological Sciences, Leading Researcher

Ukrainian Research Institute Productivity of the Agro-industrial Complex
03035, 2 Solomianska Sq., Kyiv, Ukraine
https://orcid.org/0009-0006-3465-9665

Olena Filonenko

Senior Researcher

Ukrainian Research Institute Productivity of the Agro-industrial Complex
03035, 2 Solomianska Sq., Kyiv, Ukraine
https://orcid.org/0009-0001-2503-3250

Organisation of labour remuneration during grain
harvesting in agricultural enterprises

Abstract. Modernisation of scientific recommendations on remuneration of labour for harvesting
grain crops in enterprises is relevant, as it can potentially contribute to higher yields, higher
gross harvest, and labour income of employees, reduction of losses and improvement of grain
quality, and more efficient use of technical and human resources. The purpose of this study was
to substantiate the scientific principles of organising labour remuneration for grain harvesting
in agricultural enterprises, considering the current changing conditions. The following methods
were employed in the study: abstract-logical, monographic, statistical-economic, and systematic
approaches. The study covered the organisational foundations for harvesting grain crops in
enterprises, which begin with the formation of labour collectives and their technical support, work
and rest regimes, and keeping a summary record of the working time of the personnel involved.
The study established the regulatory aspects of labour remuneration regulation and application of
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the tariff scale, additional payments and allowances, and increase of tariff rates of remuneration
for certain three categories of employees of enterprises engaged in grain harvesting: machine
operators, drivers, and employees in receiving units. It was proved that remuneration for most
employees in agricultural enterprises is formed based on the tariff system of remuneration, which
fully ensures the differentiation and validity of wages depending on the quantity and quality of
work performed. The study proposed the key methodological approaches to labour organisation
and formation of the tariff scale and corresponding hourly wage rates for grain harvesting,
which should be included as content in collective agreements, regulations on remuneration, and
regulations on bonuses in agricultural enterprises. The current tariff scale offers the possibility of
raising inter-grade coefficients to strengthen the incentive function of wages in grain harvesting.
The study considered possible extra payments and allowances, bonus payments, which are
recommended to be applied selectively to further stimulate the production staff of the enterprise
to better quantitative and qualitative indicators of their work. The practical significance of the
findings of this study lies in the possibility of their direct use in agricultural enterprises to provide
financial incentives to production personnel for productive work in harvesting grain crops, on
which the economic condition of farms largely depends

Keywords: salary, tariff system; production personnel; collective agreement; social and labour

relations; agribusiness

INTRODUCTION
The cultivation and harvesting of grain crops
at enterprises and subsequent processing of
grain is of utmost importance for providing the
population with basic and affordable food prod-
ucts (cereals, flour, bakery and confectionery
products, etc.). Grain farming is a powerful seg-
ment of agribusiness in Ukraine, which largely
determines the socio-economic development
of rural areas and the country's food security,
living standards and employment, providing
processing companies with raw materials and
livestock farming with feed. Having increased
its gross grain production in recent decades,
Ukraine has joined the world’s top grain export-
ers, with demand for grain growing every year
as the world's population grows and its pur-
chasing power improves. The issue of rational
labour organisation and financial incentives
for employees during grain harvesting is a top-
ical issue for every agricultural producer every
year. Each season, it isnecessary to consider the
condition of grain crops, current yields, availa-
bility of technical, human, and service support,
etc. Therefore, harvesting grain crops with the
least losses and the best grain quality, as well as
efficient use of technical and energy resources,
will depend on the correct organisation of re-
muneration of production personnel at enter-
prises. These issues can be resolved through the
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development of the relevant scientific and
methodological principles of labour remunera-
tion in agricultural enterprises.

Many Ukrainian researchers have ad-
dressed the scientific substantiation of the ar-
eas of improvement of material incentives and
labour remuneration organisation. Specifically,
T. Oliinyk et al. (2024) studied labour motivation
in agriculture and proposed ways to improve it,
where the key role is played by the wage rate and
the possibility of increasing it. The researchers
found that a well-established material com-
ponent of labour motivation will increase staff
productivity and considerably affect the perfor-
mance of agricultural enterprises. T. Kosova et
al. (2021), having considered the procedure for
regulating labour remuneration in the agricul-
tural sector of the economy, proved the need to
de-shadow labour relations and accounting and
control support for the relevant wage payments,
as well as the formation of a social package for
staff to improve the motivational mechanism
in agricultural enterprises. Scientific develop-
ments on labour remuneration in the agricul-
tural sector of the economy were also the sub-
ject of attention of L. Marmul et al. (2024), who
noted that labour productivity determines the
efficiency of management, and therefore the
wage rate, and therefore it is a crucial object of
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accounting and audit. For this, each enterprise
must have a personnel policy, rational planning
and use of personnel, proper labour organisa-
tion, and regulation of labour relations.

T. Perevuznyk § V. Holovachko (2019), having
identified the advantages and disadvantages of
using different forms of remuneration, proposed
to choose the relevant remuneration system in
agricultural enterprises in a balanced manner,
since to improve the mechanism of organising
financial support for wage payments, it is neces-
sary to carefully approach the organisation and
regulation of labour, ensure collective bargain-
ing, and respective trade union involvement.
A.Kramarenko § M. Vyshnevska (2022) conclud-
ed that the use of a grade-based remuneration
system will ensure objective differentiation of
wages, develop a competitive and transparent
compensation policy, and a close relationship
between performance and remuneration. Such
a remuneration system has proven to be an in-
novative approach to motivating employees, but
it has not yet become widespread in agricultural
enterprises.

At the same time, N. Monteiro § O. Strau-
me (2024), analysing the relationship between
the use of various management methods and re-
muneration in a large representative sample of
Portuguese firms, concluded that the presence
of trade union activities to regulate remuner-
ation at the meso- and micro-level is a positive
phenomenon, and companies with works coun-
cils are more likely to be committed to higher
productivity and pay their staff equally. Further-
more, a significant role is played by the possibil-
ity of promoting highly efficient employees in
firms and the corresponding increase in their
wages. P. Zheng et al. (2024) proved the directim-
pact of consumer demand, investment demand,
and labour mobility on agricultural wage growth
in China. Furthermore, agricultural support pol-
icies also contribute to wage growth in the sector.

Greek researchers G. Giotis & N. Mylo-
nas (2022), having analysed the results of theo-
retical and empirical studies by other academ-
ics, concluded on the absence of a substantial
connection between the minimum wage and
employment, and that the growth of the mini-
mum wage does not significantly affect unem-
ployment, etc. The findings of N. Thi (2021) are
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somewhat different. The researcher conducted
a survey of workers in agricultural regions of
Vietnam and identified the factors influencing
employment policy on their wages, which are
positively affected by the established minimum
wage and the employee’s professional level of
education. According to the study by T. Haba-
nabakize § M. Zerihun (2024) from South Afri-
ca, food imports, inflation, and real wages affect
long-term changes in the number of people em-
ployed in agriculture. The researchers insist that
the state agricultural policy should be aimed at
import substitution to increase employment
and wages in the sector.

These researchers have investigated labour
motivation and remuneration at various en-
terprises, especially in the agricultural sector,
without distinguishing technological processes,
particularly in the production of crops: tillage,
sowing, care, harvesting, etc. At the same time,
insufficient attention has been paid to the study
of organisational, economic, social, and labour
features of remuneration in agricultural enter-
prises at critical stages of production technolo-
gy. The purpose of this study was to establish the
regulatory, methodological, scientific and prac-
tical principles of remuneration of personnel ata
critical stage of production and to form the com-
ponents of wages in agricultural enterprises.

MATERIALS AND METHODS
The research was conducted at the Ukrainian
Research Institute of Agricultural Productivity
(Kyiv) during the third quarter of 2024. The re-
sults of scientific developments of Ukrainian
and foreign scientists, statistical data on wages
in the sectors of the Ukrainian economy, opera-
tional data on agricultural enterprises, etc, were
used. The calculations were processed using Mi-
crosoft Office computer software (spreadsheet
editor). The minimum tariff rate of hourly wages
for simple work in the industry was calculated
based on the established minimum wage lev-
el in the country. Using intergrade coefficients,
other tariff rates of remuneration for different
types of work in agricultural enterprises were
determined. The study reviewed and account-
ed for the regulatory provisions of the laws of
Ukraine on the application of the tariff sys-
tem of remuneration of labour (Law of Ukraine
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No. 108/95-BP “On Payment of Labour”, 1995),
the current and projected levels of the minimum
wage in the state (Law of Ukraine No. 3460-IX
“On the State Budget of Ukraine for 2024”", 2023,
Decree of the Cabinet of Ministers of Ukraine
No. 751 “On Approval of the Budget Declaration
for 2025-2027", 2024). And the collective agree-
ment regulation of social and labour relations,
the procedure for differentiating the levels of
basic wages of workers and specialists, as well as
the list of extra payments and bonuses in agri-
cultural enterprises (Law of Ukraine No. 3356-XII
“On Collective contracts and Agreements”, 1993,
Branch agreements..., 2014). The methodological
tools of the study included general scientific and
special research methods, namely: abstract-log-
ical (to substantiate the key points and conclu-
sions); monographic (to consider the findings
of other researchers in this area of study); sta-
tistical-economic (to build a series of dynamics,
comparisons), systematic approach (to substan-
tiate scientific and methodological recommen-
dations for remuneration of labour during grain
harvesting in enterprises), etc.

RESULTS AND DISCUSSION

It was found that the key criteria for material in-
centives for agricultural workers in the harvest-
ing of grain crops are the indicators of prompt
and high-quality harvesting, the level of yield
achieved, gross harvest, completion of the sea-
sonal task by the personnel, etc. It was found
that harvesting grain crops in enterprises with
minimal losses of agricultural products requires
adjusting the organisation of labour of the pro-
duction personnel involved. Specifically, it is
necessary to start with organisational measures
to form an efficient ratio of human and techni-
cal resources required for the planned volume
of gross harvest of the relevant grain crops, and
then to set up material incentives for the rele-
vant personnel through the mechanism of re-
muneration for qualitative and quantitative per-
formance indicators.

It was found that material incentives should
provide the basis for the motivational mech-
anism of labour collectives in enterprises (in-
stitutions and organisations), which is based
on the following principles: employees’ wages
have a minimum limit regulated by the state;
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increasing the role of contractual regulation of
remuneration (collective agreements at the sec-
toral level and collective agreements in enter-
prises); payment of wages to employees is based
on the results of labour expended, quantity and
quality of products received. Therefore, the prin-
cipal task of organising labour remuneration is
to ensure an adequate combination of state and
contractual regulation of labour remuneration
in each enterprise. It was argued that the choice
of the form, system, procedure of remuneration,
etc., should be substantiated for certain types
of work, categories of employees in enterpris-
es, to ensure the link between wages and labour
results (individual and/or collective). According
to the legislation and business practices in the
agricultural sector, the most common wage sys-
tem in the economy is the tariff system, which
is based on an assessment of the complexity of
work and the qualifications of employees and in-
cludes: tariff scales, tariff rates, salary schemes,
professional standards (qualification character-
istics). It allows for differentiation of staff sala-
ries based on the calculation of the tariff rate of
a first-class worker (less energy-intensive work,
simple unskilled labour), inter-qualification and
inter-office ratios of tariff rates using differenti-
ated coefficients (Law of Ukraine No. 108/95-BP
“On Payment of Labour”, 1995; Branch agree-
ments..., 2023; Ivchenko et al., 2023b).

It was confirmed that employers determine
the tariff categories according to the qualifi-
cation characteristics (Ivchenko et al., 2023a),
methodological recommendations for tariffi-
cation of work in the industry. Enterprises may
also establish alternative remuneration sys-
tems, such as the grade system, which involves
the assessment and construction of a grid ma-
trix of job categories (grades) and their corre-
sponding salary ranges - a “salary fork” - an
innovative development in personnel manage-
ment. However, due to its complexity and high
staff turnover in agricultural enterprises, this
development has not yet become widespread in
the agricultural sector. It was found that for most
of the personnel of agricultural enterprises, the
hourly form of remuneration is applied using
the classical six-grade tariff scale for remunera-
tion of labourers and the scheme of official sala-
ries for specialists, professionals, and managers.
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Remuneration in agricultural enterprises is
based on a tariff-based remuneration system
that has not exhausted its capacity to differen-
tiate and substantiate differing amounts of em-
ployee salaries depending on the quantity and
quality of work performed. The piece-rate form
of remuneration is used to pay wages to employ-
ees engaged in grain harvesting, as it is possi-
ble to ensure a direct quantitative link between
wages and the tonnage of grain harvested per
working day and the harvested area.

The use of piece-rate and/or time-based re-
muneration and related systems, the tariff scale
and salary structure, the terms and amounts of
various allowances, surcharges, bonuses, and
the determination of remuneration rates for
the relevant work are established by enterpris-
es independently through social dialogue and
compromise between the employer (owner or
management) and the trade union organisation
or representative of the enterprise’s labour col-
lective. If such an agreement is not concluded,
these issues must be agreed upon with the trade
union organisation or representative of the la-
bour collective and approved by the employer’s
corresponding regulation (order, instruction, or
provision). To calculate remuneration for grain
harvesting, the norms and provisions of remu-
neration cannot be lower than those stipulated
in the collective agreement concluded at the in-
dustry level. Thus, in agriculture, the last effec-
tive Sectoral Agreement was concluded in the
summer of 2023 between the Ministry of Agrari-
an Policy and Food of Ukraine and the Trade Un-
ion of Agricultural Workers of Ukraine for 2023-
2025. It stipulates that the minimum wage rate
for a first-degree worker with normal working
conditions, as the base wage rate for the forma-
tion of the wage scale (salary schedule for spe-
cialists), is at least 115% of the minimum wage,
provided that the monthly (hourly) labour rate is
met (Branch agreements..., 2023).

Starting from 2017 and until 2022, the cal-
culation of the basic tariff rate for the first cate-
gory of an employee of a simple job (profession)
was based on the 115% increase in the subsist-
ence minimum for able-bodied persons (Branch
agreements..., 2014), which previously consid-
erably limited the establishment of competitive
wages in the industry and its differentiation
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among distinct types of work and professions in
the workforce of agricultural enterprises. It was
found that a positive phenomenon of social dia-
logue between the sectoral trade union and the
central agricultural policy agency is the agree-
ment on the intention to increase tariff rates and
salaries of employees in the sector from 2023
owing to the fact that instead of the subsistence
minimum, the minimum wage should now be
used in the calculation of tariff rates and sala-
ries. However, the most recent collective agree-
ment, the Branch Agreement in Agriculture for
2023-2025, does not include the employers’ side
(Branch agreements..., 2023), although the pro-
visions of the agreement are binding on all busi-
ness entities in the agricultural sector that fall
within the scope of the parties to the agreement.

Such an increase in minimum wage guar-
antees in agricultural enterprises should lead
to an increase in the interest of the rural popu-
lation and intensify employment in the agricul-
tural sector of the economy. Therefore, having
considered the key scientific approaches to the
organisation of remuneration for grain harvest-
ing in agricultural enterprises in 2024, in the
following years, the minimum state and sectoral
contractual remuneration guarantees should
be observed to determine the salary for grain
harvesting. Thus, the Law on the State Budget
for 2024 approved the minimum monthly wage
of UAH 8,000 starting from 1 April. In the next
two years, it is likely to stay unchanged, as con-
firmed by the Budget Declaration for 2025-2027
adopted by the Government of Ukraine (Law of
Ukraine No. 3460-IX “On the State Budget of
Ukraine for 2024”, 2023; Decree of the Cabinet of
Ministers of Ukraine No. 751 “On Approval of the
Budget Declaration for 2025-2027", 2024). If the
minimum wage in Ukraine is increased in the
coming years, it will be easy to make the relevant
methodological calculations for the formation
of the tariff scale of remuneration in agricultural
enterprises, which are presented below.

It was found that the factual average
monthly number of working hours in 2024
and hypothetically in 2025 will be higher than
in peacetime, since there are no holidays dur-
ing martial law. Therefore, in 2024, the fund of
working hours without non-working (weekend)
days for a five-day working week (40 hours per
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week, 8 hours daily, days off - Saturday and Sun-
day) is estimated to be 2,096 h, in 2025 - 2,088 h
(Debit-credit, 2024; Accountant, 2024). Thus, the
average monthly number of working hours in
2024 will be 2,096 h / 12 mos.=174.67 h, slightly
less in 2025 - 2088 h / 12 mos.=174.00 h. Start-
ing from April 2024 and in the following years,
the minimum guaranteed wage rate for a first-
class worker in the agricultural sector will be
UAH 9,200 per month (UAH 8000x115%), or
UAH 52.67 per hour (UAH 9,200/174.67 h) in 2024

and UAH 52.87 (UAH 9,200 / 174.00 h) in 2025.
This is the amount of the minimum wage per
month and the minimum wage rate for a first-
class worker adopted for further calculations
and differentiation of wages for distinct catego-
ries of workers in most agricultural enterprises
(coverage is over 98% of the staff (Collections
of the State Statistics Service of Ukraine, 2021).
This will serve to form a tariff grid - the mini-
mum guaranteed wage rates, for instance, for
the planned year 2025 (Table 1).

Table 1. Minimum guaranteed hourly wage rates and coefficients of intergrade ratios for certain
categories of agricultural workers in 2025, UAH/h

Minimum ratios of

Grades tariff rates by type of

Categories of workers work performed to the

tariff rate of a grade |

worker
| ] ] 1\ \") Vi
Coefficients of inter-grade ratios 1.00 | 1.09 | 1.20 1.35 1.55 1.80 X
On manual work in crop production 52.87 | 57.63 | 63.44 | 71.37 | 81.95 | 95.17 1.00
On manual work in animal husbandry | 61.33 | 66.85 | 73.60 | 82.80 | 95.06 | 110.39 1.16
Mechanised work in crop production,
earthworks, and road construction | oy g0 | 67 43 | 7423 | 83.51 | 95.88 | 111.35 1.17
(by region):
Group | (Steppe)
Group Il (Forest-Steppe) 68.20 | 74.34 | 81.84 | 92.07 | 105.71| 122.76 1.29
Group Il (Polissia, Carpathian region) 75.08 | 81.84 | 90.10 | 101.36 | 116.37 | 135.14 1.42
Mechanised work in animal husbandry | 61.86 | 67.43 | 74.23 | 83.51 | 95.88 | 111.35 1.17
Mechanised loading 56.04 | 61.08 | 67.25 | 75.65 | 86.86 | 100.87 1.06
and unloading operations
Transport work performed 56.04 | 61.08 | 67.25 | 75.65 | 86.86 | 100.87 1.06
by tractor units

Repair and machine tool work 56.04 | 61.08 | 67.25 | 75.65 | 86.86 | 100.87 1.06

Source: compiled and calculated by the authors of this study based on the Law of Ukraine No. 3460-IX “On the
State Budget of Ukraine for 2024" (2023) and the Branch Agreements Regulating Social and Labour Relations in

Agriculture for 2015-2025 (2023)

According to Table 1, the relevant types of
work in the sector are directly related to the
harvesting of grain crops at the enterprises. To
calculate the tariff rates for all types of work
and grades, the coefficients of the ratios by type
of work and the coefficient of intergrade ratios
are used. It was noted that mechanised work
for tractor and combine drivers is divided into
three groups in the tariff scale depending on the
location of the enterprise. The principle was es-
tablished that it is physically more demanding
to work on soils in the northern and western
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regions of the state, and easier to work on soils
in the southern and eastern regions (Branch
agreements..., 2023).

Itwas argued that the agricultural sector has
its specifics, which affects labour remuneration.
At the same production costs, there is a possi-
bility of obtaining different final results, which
depends on soil fertility, the use of varietal ma-
terial and fertilisers, natural and climatic condi-
tions, and seasonality. Another specific feature
of agricultural production is that a highly skilled
worker must perform a variety of jobs that fall
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into distinct categories and receive varying pay
throughout the year. It was found that all these
factors should be considered when organising
the work process. Thus, to organise the har-
vesting of grain crops, it is necessary to define
seasonal tasks for the formed crews of machine
operators, which are developed based on the
harvesting areas and terms, available harvest-
ing and transport equipment (combines, trucks)
and its productivity, yield and quality of grain,
etc. Mechanic crews are formed based on their
qualifications, seniority, experience, psycholog-
ical compatibility, etc., and each crew is assigned
a standardised task that can be adjusted during
the harvesting campaign.

Crops can be harvested in one or two ways:
direct or split harvesting. The first method (di-
rect harvesting) involves harvesting upright and
clean crops, with perennial grasses sown, as well
as stunted and thinned crops that are not weed-
free. The second method involves mowing the
crops first, and then picking up the swaths and
threshing them with self-propelled combines
with a pick-up 2-7 days after mowing (Ivchen-
ko et al, 2023b). It was found that to harvest
grain crops in the most efficient terms with the
technical base and human resources available,
enterprises usually introduce summarised ac-
counting of working time. The current Sectoral
Agreement in Agriculture for 2023-2025 allows
forthe introduction of this measure inlabour or-
ganisation, except in cases of work in hazardous
conditions. In the case of summarised working
time accounting, the duration of the accounting
period (month, quarter, half-year, year) is set by
the collective agreement of the enterprise. Work
inexcess of the normalised working hoursin cer-

tain periods may be compensated for by shorter
working hours in other periods or by providing
extra days of rest within the accounting period.
This allows reducing biological losses of grain
crops in the fields from grain shattering through
the use of extended work shifts for machine
operators (combine harvesters), drivers, work-
ers at the point of use (elevators, granaries), etc.

When negotiating and concluding a col-
lective agreement, companies should agree on
the list of production units and categories of
employees who will work in the mode of sum-
marised working time accounting, and for each
unit and category of employees, the length of the
accounting period should be specified. When
establishing the accounting period (time stand-
ards), it is recommended to use the normative
tables of working time duration, which are annu-
ally developed by the Ministry of Social Policy of
Ukraine and posted on many information web-
sites on HR and accounting issues (Debit-cred-
it, 2024; Accountant, 2024). For example, in the
section “Work and rest regime” of the collective
agreement, it is recommended to stipulate that
the annual summary working time record shall
be used for the duration of the collective agree-
ment for employees of the crop production
shop, motor transport shop, repair shop, mech-
anised current, grain storage, etc. Time worked
in excess of the normal working hours in the
accounting period is paid as overtime (Branch
agreements.., 2023). To create an incentivis-
ing level of wages in agricultural enterprises, it
is worth considering their level in the different
sectors of the economy. Thus, in June 2024, the
average wage in agriculture was UAH 15.0 thsd,
and in Ukraine - UAH 189 thsd (Table 2).

Table 2. Average monthly wages in Ukrainian industries

Year
Indicator 2024/2021, +
2021 2022 2023 2024*
Subsistence minimum per 1 person
for able-bodied persons per month, UAH 2,481 | 2,684 2,684 3,028 >47
Minimum monthly salary, UAH 6,500 | 6,700 6,700 8,000 1,500
Minimum ba5|c. wage per month in agricultural enterprises 2853 | 3,087 3,087 9,200 6,347
according to the sectoral agreement, UAH
Average salary in Ukraine, UAH thsd 12.8 14.6 15.4 18.9 6.1
Including by 'ndf’St“eS: 139 | 154 16.6 20.4 6.5
manufacturing
construction 9.8 10.7 10.1 14.6 4.8
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Table 3, Continued

. Year
Indicator 2021 | 2022 2023 2024 2024/2021, +
transport and communications 12.2 14.5 14.5 19.0 6.8
vehicle trade and repair 12.7 14.8 17.8 22.8 10.1
information and telecommunications 23.5 30.5 36.5 49.5 26.0
Financial and insurance activities 23.6 31.0 33.1 39.1 15.5
public administration, defence 15.9 17.6 19.1 234 7.5
science 17.6 20.9 20.9 26.3 8.7
education 10.8 11.4 11.1 12.6 1.8
healthcare 11.3 13.2 13.5 15.2 3.9
agriculture, forestry, and fisheries 10.0 11.9 12.3 15.0 5.0
As a % of the sub5|stence. minimum per 1 person 2031 | 4434 | 4583 495 4 923
for able-bodied persons
As a % of the national minimum wage 153.8 | 177.6 183.6 187.5 33.7
As a % of the minimum wage in agriculture 350.5 | 385.5 398.5 163.0 -187.5
As a % of the average salary 78.1 81.5 79.9 79.4 1.2
As a % of the average salary in the industry 719 77.3 74.1 73.5 1.6

Note: as of 10 June 2024

Source: compiled and calculated by the authors of this study based on the State Social Standards (2024), Branch
Agreements Regulating Social and Labour Relations in Agriculture for 2014-2020 (2014) and Branch Agreements
Regulating Social and Labour Relations in Agriculture for 2015-2025 (2023)

The upward trend in agricultural wages in
recent years, both in absolute terms and relative
to the subsistence minimum, the national min-
imum wage and the minimum wage in agricul-
ture, the average national wage and the average
industrial wage, can be considered positive.

In addition, to guide the calculation of wag-
es in a particular agricultural enterprise, it is
necessary to consider its current size in the
sectors of the economy and, through a balanced

remuneration policy,tocompete with other com-
modity producers in attracting the relevant per-
sonnel to the grain harvesting campaign. Thus,
an analysis of the level of remuneration and the
number of employees in agricultural enterpris-
es of different sizes shows that the highest level
of remuneration is observed in large (criteria:
251 employees and more, annual revenue over
EUR 50 million) and medium-sized (51-250 em-
ployees, EUR 10-50 million) enterprises (Table 3).

Table 3. Wages and number of employees in enterprises and individual entrepreneurs
in agriculture, forestry, and fisheries of different sizes

. Year
Indicator SGHS D il S 2022/2019, %
Salary, UAH 9,106.3 9,872.3 12,033.7 | 13,131.1 4,024.8
Wages and salaries, UAH 12,8143 | 14,509.7 | 16,6522 | 17,970.0 | 5,155.7
large enterprises
medium-sized enterprises 8,748.5 9,664.9 12,243.9 12,770.1 4,021.6
small enterprises (excl. micro-enterprises) 6,548.2 7,089.4 8,479.3 10,227.4 3,679.2
micro-enterprises 3,889.7 4,149.7 4,332.1 5,339.3 1,449.6
Number of employees, thsd people — total 553.2 527.4 520.2 448.4 -104.8
Incl., %: 7.8 7.3 8.3 7.7 -0.1p.p.
large enterprises
medium-sized enterprises 54.5 52.7 50.6 51.7 -2.8 p.p.
small enterprises (excl. micro-enterprises) 22.7 24.0 24.2 25.0 -2.3p,p,
micro-enterprises 15.0 16.0 16.8 15.6 0.6 p.p.

Source: compiled and calculated by the authors of this study based on the Collections of the State Statistics Service
of Ukraine (2021) and the Collections of the State Statistics Service of Ukraine (2022)
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However, medium-sized and small busi-
nesses (11-50 employees, EUR 2-10 million)
employ more people. The criteria for micro-en-
trepreneurship are the number of employ-
ees — up to 10 people and annual income - up
to EUR 2 million. When calculating piecework
rates of remuneration for three major catego-
ries of workers in the grain harvest 1) machine
operators (tractor drivers, combine harvesters);
2) truck drivers; 3) workers at grain receiving
points (elevators) - more incentive payments
should be applied compared to other categories
of workers and to personnel in other sectors of
the economy. It was found that this can be ac-
complished in three ways: 1) by increasing the
tariff hourly rates of remuneration; 2) by estab-
lishing extra payments and allowances to wages;

3) by incentive payments (bonuses). In each par-
ticular enterprise, this can be handled individu-
ally by combining the above approaches.

The basis for calculating piecework rates is
the hourly wage rates of different grades of the
relevant work. For certain highly skilled em-
ployees engaged in particularly important and
responsible work, collective agreements recom-
mend that increased tariff rates (monthly sala-
ries) be determined by intergrade coefficients
with increased coefficients of up to 2.7 times
the tariff rate of a grade I worker for the rele-
vant type of work or profession (Branch agree-
ments.., 2023). Therefore, when harvesting
grain crops in enterprises, it is possible to differ-
entiate the tariff rates of remuneration in 2025
as follows (Table 4).

Table 4. Example of calculation of the increased hourly wage rates for manual,
mechanised and transport work during grain harvesting, UAH/hour

Minimum ratios of tariff
. Grades rates by type of work
Categories of workers T L T
| 1} 1 v \' VI rate of a grade | worker
Coefficients of inter-grade ratios 1.00 1.34 1.68 2.12 2.46 2.70 X
On manual work in crop production | 52.87 | 70.85 | 88.82 | 112.08 | 130.06 | 142.75 1.00
Mechanised work in crop production,
earthworks, and road construction | ¢y g6 | g5 89 | 103.92 | 131.14 | 152.18 | 167.02 1.17
(by region):
Group | (Steppe)

Group Il (Forest-Steppe) 68.20 | 91.39 | 114.58 | 144.58 | 167.77 | 184.14 1.29
Group Il (Polissia, Carpathian region) | 75.08 | 100.61 | 126.13 | 159.17 | 184.70 | 202.72 1.42
Transport work 'z‘;ri:grmed by tractor | o 04 | 75.09 | 94.15 | 118.80 | 137.86 | 151.31 1.06

Source: compiled and calculated by the authors of this study based on the Law of Ukraine No. 3460-IX “On the
State Budget of Ukraine for 2024" (2023) and the Branch Agreements Regulating Social and Labour Relations in

Agriculture for 2015-2025 (2023)

Furthermore, it is recommended to increa-
se wages in the first days of the mass harvest of
any crops in enterprises, depending on their fi-
nancial capacities, in the first days of the mass
harvest. For example, it is recommended to pay
tractor drivers and agricultural machine op-
erators who perform variable labour rates for
threshing grain crops in the first 10 days, and for
mowing grain into swaths in the first 7 days of
mass harvesting, at product rates increased by
up to 60% (up to 30% if labour rates are not met),
and other employees - by 15-30%, etc. (Ivchen-
ko et al.,2023b).

‘ 108

Such a considerable increase in the wag-
es of agricultural production staff involved in
grain harvesting takes place only for a relatively
short period of time (approximately 2-4 weeks
for most agricultural enterprises, depending on
the area and types of crops), and therefore will
not be an excessive cost factor in determining
the cost of production. And considering that the
grain will be of the best quality and will be stored
and later sold, it should provide the correspond-
ing financial income in the long run. Therefore,
each year, it is worth analysing and comparing
the amount of additional incentive payroll costs
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with the cost estimate of the improvement in the
quantitative and qualitative characteristics of
the grain harvest. Such information will serve as
a basis for applying certain incentive payments
and their amounts for certain employees.

Proceeding from the tariff rates, labour
standards, and terms of the collective agree-
ment (provisions on remuneration and bonus-
es) adopted by the enterprise, it is recommend-
ed to establish two types of remuneration rates
for products and work performed: per unit of
output in tonnes and per unit of harvested area
in hectares (in this case, 60-80% of the planned
wages should be used to calculate the remuner-
ation rate per tonne of grain harvested). Remu-
neration rates should be calculated before the
start of the mass harvest, when it is possible to
more accurately determine the yield of grain
crops and, therefore, the seasonal labour rate
for certain types of harvesting units, including
through control threshing. This approach to
remuneration will ensure that employees are
not focused on the area harvested, but rather
on achieving higher yields. To further incen-
tivise staff to work productively during grain
harvesting, it is planned to set various bonuses
and allowances to the tariff rates of remuner-
ation: 12% for labour intensity, 20% for high
professional skills in grade V jobs, and 24% for
grade VI jobs.

Tractor drivers of agricultural production of
the first class are entitled to a guaranteed pre-
mium of 20%, of the second class - 10% of the
tariff rate, drivers of motor vehicles of the first
class - 25%, of the second class — 10% of the tar-
iff rate (Branch agreement..., 2023). The classifi-
cation of a machine operator is determined by a
qualification commission established by order
of the owner of the enterprise or its authorised
body. The qualification characteristics of tractor
drivers in agricultural production (by class of
mechanic, requirements for their installation)
are contained in the Handbook of Qualification
Characteristics of Occupations “Agriculture and
Related Services” (Ivchenko et al., 2023a).

In the case of night work (from 10 p.m. to
6 a.m.), a supplement of 40% of the basic sala-
ry can be set, and in the evening (from 6 p.m. to
10 a.m.) - 20%. For example, a Class I mechan-
ic working in the harvesting of winter wheat by
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direct combining with straw (Grade VI) in the
Forest-Steppe natural zone in the Kyiv region,
according to the tractor driver’'s record sheet,
worked 80 hours, including 20 hours in the
evening. His basic salary for this period in 2025
will be: UAH 14,731.20 (80 hours x UAH 184.14).
Apart from the accrued remuneration at piece-
work or progressively increasing rates, it is
recommended that the mechanic be paid the
following surcharges and allowances 12% for
intensity (14,731.20 x 012 = 176774 UAH); 24%
for high professional skills (14,731.20 x 0.24 =
=3,535.49 UAH); 20% for class (class I) (14,731.20 x
x 0.2 = 2,946.24 UAH); 20% for working in the
evening (20 hours x 184.14 x 0.20 = 736.56 UAH).
According to the calculations, the extra wage
will amount to UAH 8,986.03, or 61% of the ba-
sic wage, which is allowed and recommended
during the crucial period of grain harvesting in
agricultural enterprises.

The efficiency of work during grain har-
vesting largely depends on additional financial
incentives. Apart from the previously men-
tioned extra payments and allowances, compa-
nies may establish other alternative types of in-
centive remuneration pursuant to the terms of
a collective agreement. Specifically, an effective
type of financial incentive is the establishment
of added payments for exceeding shift work
rates or seasonal production targets. The prac-
tice of incentives for meeting seasonal targets
on time also proved to be effective: if the sea-
sonal target is met at the level 0f 100-109% - the
bonus to the employee’s total earnings for har-
vesting grain crops can be set at 10%; 110-114% -
15%; 115-119% - 20%; 120% and more - 30%.
(Ivchenko et al., 2023b).

Agricultural enterprises, apart from the
above types of extra remuneration, may apply
bonuses for certain performance indicators,
which should be regulated in the internal doc-
uments on remuneration and bonuses for staff.
It is recommended that bonuses be paid to em-
ployees of agricultural enterprises at the ex-
pense of the wage fund based on the following
criteria: prompt and high-quality performance
of planned and/or operational work, instruc-
tions, orders, instructions; conscientious per-
formance of official duties; significant achieve-
ments in work, high performance indicators, etc.
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According to the approved bonus fund in the
staffing tables of employees, bonuses (submit-
ted by the heads of internal business units and
approved by an enterprise order), considering
the seasonality of work in crop production, are
recommended to be paid at the following in-
tervals: about 70% of the bonus fund should be
distributed among employees during the year
by month (e.g., March-September), about 30% -
at the end of the year (e.g., October-December)
based on the results of their work and achieve-
ment of the agricultural production plan, as well
as on the performance of the company'’s finan-
cial and operational activities. The distribution
of current bonuses for employees in the crop
production sector should be made considering
the seasonality of work during the sowing cam-
paign, harvesting, etc.

Researchers N. Patyka § Y. Pasichnyk (2023)
proved that economic factors, specifically the
state of agricultural enterprises, significant-
ly affect the incomes of rural residents, where
the number of employed people is decreasing.
Therefore, overcoming rural poverty should be
based on the diversification of the rural econo-
my. The authors of this study share the conclu-
sions of researchers, with whom the proposed
recommendations for remuneration in agricul-
tural production do not coincide but comple-
ment them in terms of forming levers of influ-
ence on increasing labour productivity through
remuneration at the micro level of the agricul-
tural economy:.

The developed proposals for non-mone-
tary motivation using the tools of the general
principles and approaches of the enterprise
quality management system through a system
of measures and influences determined by the
purpose, psychological prerequisites, and gen-
der and age structure can directly or indirectly
affect the factors of staff growth and encour-
agement (Popyk, 2021). This is indirectly (tan-
gentially, concomitantly, etc.) related to staff
remuneration and is planned to be considered
in the further research on the development of
the labour motivation system in agricultural
enterprises. In this perspective of non-mone-
tary labour incentives, the formation of social
capital is also important (Vyborna, 2021), under
which the researcher considers relationships
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based on trust, mutual obligations, and stable
social ties that contribute to the development
and strengthening of competitive advantages
and the generation of surplus income in enter-
prises. The presence of social capital ensures
the growth of population welfare, development
of communities, regions, industries, and the na-
tional economy. This was also noted by M. Hryt-
saienko (2021), who substantiated the signifi-
cance of social capital in enterprises to ensure
the development of corporate social responsi-
bility. The above findings do not contradict, but
complement the arguments and importance of
establishing the process of regulating social and
labour relations in agricultural enterprises in
the formal plane through the conclusion of col-
lective agreements, the approval of regulations
on remuneration, bonuses, etc., where a promi-
nent place is given to the issues of labour organ-
isation and determining the planned earnings in
agricultural enterprises, which will ensure trust
in the employer-employee relationship.

The issue of monetary and non-monetary
labour motivation is often discussed by sci-
entists at scientific conferences. For example,
N.I. Tsehelnyk & L.H. Haidamachenko (2024),
who addressed the consideration of interna-
tional practices in the application of labour mo-
tivation methods and approaches: the creation
of a respective HR department, its performance
evaluation, development of corporate culture,
provision of a social package, etc. O. Petrovs-
ka (2024) asserted the significance of ensuring
fair remuneration, the use of rewards (bonus-
es) in personnel management and the strate-
gic development of social and labour relations.
0. Plesiuk & A. Slyzovska (2024) described the
classification and size of bonuses, the procedure
for their payment, while O. Riabchuk & A. Petuk-
hova (2024) considered the areas of audit of
calculations, which in the future will avoid vio-
lations of labour legislation and labour remu-
neration conditions at enterprises. In contrast
to the findings of the analysed scientific con-
ferences, the present study offered a set of pro-
posals for the rational organisation of material
incentives for productive labour of personnel in
agricultural enterprises and concerned a sepa-
rate technological process — grain harvesting. It
was found and predicted that the mathematical
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mechanism for calculating tariff rates and the
corresponding formation of the tariff scale for
remuneration of labour of other components
of incentive wages, as described in the study, is
planned for the period up to 2027.

To develop regulations and plan the labour
remuneration fund, agricultural enterprises
have a wide range of tools to provide financial
incentives to staff. The key performance indi-
cators for material incentives for agricultural
workers during grain harvesting should include
indicators of prompt and high-quality perfor-
mance of labour processes, the level of yield
achieved compared to the planned indicators,
gross harvest, performance of seasonal tasks,
labour standards, etc.

CONCLUSIONS
These areas of ensuring the incentive function
of wages (increasing tariff rates of remuner-
ation, establishing a choice of extra payments
and allowances, paying bonuses, etc.) allow
employees to be interested and motivated to
work efficiently: to harvest grain crops in a
short time with less biological losses and better
grain quality. To this end, it is necessary, above
all, to organise this agro-technological process
by forming temporary primary labour teams
with the corresponding equipment, to estab-
lish reasonable labour standards, to consider
seasonal conditions and characteristics of the
crops grown, and to plan suitable work and rest
regimes for production personnel. The organi-

productive work of personnel. The calculations
made and the tariff scale with increased rates,
as well as the examples of additional payments
and allowances, were developed for use in
Ukrainian enterprises for the relevant catego-
ries of employees. It is also necessary to include
a certain part of the payroll fund for current bo-
nuses at the end of the business year and con-
sidering certain seasonal work according to the
skills and grade of employees.

As a conclusion, improving the material in-
centives for workers in the harvesting of grain
cropsinagricultural enterprisesrequires further
research, which should include determining the
structure of material incentives in the labour
motivation system at certain stages of produc-
tion. Establishing and analysing the degree of
influence of other intangible motivational fac-
tors on labour productivity, as well as substanti-
ating practical measures for the use of material
incentives for personnel at certain technological
processes. This technological technique is the
last and decisive for summarising the results of
the economic year for the grain sector of each
enterprise as a strategic direction of agribusi-
ness in Ukraine (grain wedge in the total crops of
Ukrainian enterprises exceeds 50%), and there-
fore the development of scientific and method-
ological recommendations for remuneration of
labour during grain harvesting will be useful for
specialists of specialised agro-economic servic-
es of agricultural enterprises.

sation of remuneration of production person- ACKNOWLEDGEMENTS
nel should start with the regulation of the earn-  None.
ings structure in the agricultural sector of the
economy, forecasting and substantiating the CONFLICT OF INTEREST
provision of a competitive level of salary forthe  None.

REFERENCES

[1] Accountant. (2024). Retrieved from https:/buhgalter.com.ua/dovidnik/normi-robochogo-

chasu/.

[2] Branch agreements regulating social and labor relations in agriculture for 2014-2020. (2014).
Retrieved from https://ips.ligazakon.net/document/FN025829.

[3] Branch agreements regulating social and labor relations in agriculture for 2015-2025. (2023).
Retrieved from https://ips.ligazakon.net/document/FN078120.

[4] Collections of the State Statistics Service of Ukraine. (2021). Labour of Ukraine. Retrieved from
https://ukrstat.gov.ua/druk/publicat/kat u/2022/zb/08/zb_pr ukr 2021.pdf.

[5] Collections of the State Statistics Service of Ukraine. (2022). Activities of large, medium, small
and micro enterprises. Retrieved from http://surlli/clfgyp.

Economics and Business Management (15)3

111 ’


https://buhgalter.com.ua/dovidnik/normi-robochogo-chasu/
https://buhgalter.com.ua/dovidnik/normi-robochogo-chasu/
https://ips.ligazakon.net/document/FN025829
https://ips.ligazakon.net/document/FN078120
https://ukrstat.gov.ua/druk/publicat/kat_u/2022/zb/08/zb_pr_ukr_2021.pdf
http://surl.li/clfqyp

Organisation of labour remuneration during grain...

[6] Debit-credit. (2024). Retrieved from https:/services.dtkt.ua/catalogues/worktime.

[7]1 Decree of the Cabinet of Ministers of Ukraine No. 751 “On Approval of the Budget Declaration for
2025-2027". (2024, June). Retrieved from https://zakon.rada.gov.ua/laws/show/751-2024-mi#Text.

[8] Giotis, G., § Mylonas, N. (2022). Employment effect of minimum wages. Encyclopedia, 2(4), 1880-
1892. doi: 10.3390/encyclopedia2040130.

[9] Habanabakize, T, § Zerihun, M.FE. (2024). Food import, food price inflation, wages and
agricultural employment in South Africa. Ekonomika Poljoprivrede, 71(1), 45-58. doi: 10.59267/
ekoPolj240145H.

[10] Hrytsaienko, M.I. (2021). The role of social capital of the agricultural enterprise in the
implementation of the principles of corporate social responsibility. Ekonomika APK, 5, 17-29.
doi: 10.32317/2221-1055.202105017.

[11] Ivchenko, VM., Nosikov, O.M., & Filonenko, O.S. (2023a). Directory of qualification characteristics
of workers' professions. Kyiv: Ukrainian Research Institute of Agricultural Productivity.

[12] Ivchenko, VM., Nosikov, O.M. Pyvovar, VS, & Filonenko, 0O.S. (2023b). Methodological
recommendations on the payment of workers of agricultural enterprises for harvesting grain crops
of the 2023 harvest. Kyiv: Ukrainian Research Institute of Agricultural Productivity.

[13] Kosova,T.,Afanasieva, I, & Derkach, 0.(2021). Accounting and control support for the legalization
of labor relations and wages at enterprises in the agrarian sector of the economy. Collection of
Scientific Papers DUIT: Economics and Management, 50, 67-78. doi: 10.32703/2664-2964-2021-
50-67-78.

[14] Kramarenko, A.V, § Vyshnevska, M.K. (2022). The application of the grading system of
remuneration in a digital agency. Economy and Society, 36. doi: 10.32782/2524-0072/2022-36-14.

[15] Law of Ukraine No.108/95-BP “On Payment of Labor”. (1995, March). Retrieved from https:/zakon.
rada.gov.ua/laws/show/108/95-Bp#Text.

[16] Law of Ukraine No. 3356-XII “On Collective Contracts and Agreements”. (1993, July). Retrieved

from https://zakon.rada.gov.ua/laws/show/3356-12#Text.
[17] Law of Ukraine No. 3460-IX “On the State Budget of Ukraine for 2024". (2023, November).

Retrieved from https://zakon.rada.gov.ua/laws/show/3460-204#Text.

[18] Marmul, L.O., Perchuk, 0.V, § Penkovskyi, S.V. (2024). Social and economic essence of work and
wages of employees and their reflection in the accounting of modern agrarian enterprises.
Ahrosvit, 9, 42-48. doi: 10.32702/2306-6792.2024.9.42.

[19] Monteiro, N., § Straume, O. (2024). Management practices, pay, and pay inequality. Journal of
Labor Research, 45, 254-304. doi: 10.1007/s12122-024-09357-w.

[20] Oliinyk, T.H., Kramarchuk, M.V, § Zozulia, O.V. (2024). Motivational strategies and their
impact on the productivity of agricultural workers. Ahrosvit, 6, 120-126. doi: 10.32702/2306-
6792.2024.6.120.

[21] Patyka, N., & Pasichnyk, Y. (2023). Assessment of risks and prospects of employment and
income of the rural population of Ukraine. Ekonomika APK, 30(3), 37-47. doi: 10.32317/2221-
1055.202303037.

[22] Perevuznyk, TM., & Holovachko, VM. (2019). Payment of labor in agricultural enterprises:
Application of hourly and unitary forms of payment. Education and Science, 2(27), 203-210.
doi: 10.31339/2617-0833-2019-2(27)-203-210.

[23] Petrovska, O. (2024). Strategies for improving social and labor relations between employers and
employees: Prospects and challenges. In Materials of the II all-Ukrainian scientific conference
“Labour market development in the conditions of globalisation changes: Challenges for Ukraine”
(pp. 86-88). Kyiv: Mariupol State University.

[24] Plesiuk, 0., § Slyzovska, A. (2024). Bonus system as a type of personnel motivation. In Materials
of the VII all-Ukrainian scientific and practical internet-conference “Current problems and
perspectives of accounting development, analysis and control in a socially-oriented system
enterprise management” (pp. 936-938). Poltava: Poltava State Agrarian University.

‘ 112 Economics and Business Management (15)3


https://services.dtkt.ua/catalogues/worktime
https://doi.org/10.3390/encyclopedia2040130
https://doi.org/10.59267/ekoPolj240145H
https://doi.org/10.59267/ekoPolj240145H
https://doi.org/10.32317/2221-1055.202105017
https://uapp.in.ua/wp-content/uploads/2023/11/dovidnik-kvalifikacijnih-harakteristik-profesij-pracivnikiv.-vipusk-2.pdf
https://uapp.in.ua/wp-content/uploads/2023/11/dovidnik-kvalifikacijnih-harakteristik-profesij-pracivnikiv.-vipusk-2.pdf
file:///C:\Users\i.roznowska\Downloads\%5b1%5d%09https:\uapp.in.ua\wp-content\uploads\2023\05\metodichni-rekomendacii-z-oplati-praci-robitnikiv-silskogospodarskih-pidpriiemstv-na-zbiranni-zernovih-kultur-urozhaju-2023-roku.pdf
file:///C:\Users\i.roznowska\Downloads\%5b1%5d%09https:\uapp.in.ua\wp-content\uploads\2023\05\metodichni-rekomendacii-z-oplati-praci-robitnikiv-silskogospodarskih-pidpriiemstv-na-zbiranni-zernovih-kultur-urozhaju-2023-roku.pdf
file:///C:\Users\i.roznowska\Downloads\%5b1%5d%09https:\uapp.in.ua\wp-content\uploads\2023\05\metodichni-rekomendacii-z-oplati-praci-robitnikiv-silskogospodarskih-pidpriiemstv-na-zbiranni-zernovih-kultur-urozhaju-2023-roku.pdf
https://em.duit.in.ua/index.php/home/article/download/51/52/67
https://em.duit.in.ua/index.php/home/article/download/51/52/67
https://doi.org/10.32782/2524-0072/2022-36-14
https://doi.org/10.32702/2306-6792.2024.9.42
https://doi.org/10.1007/s12122-024-09357-w
https://doi.org/10.32702/2306-6792.2024.6.120
https://doi.org/10.32702/2306-6792.2024.6.120
https://doi.org/10.32317/2221-1055.202303037
https://doi.org/10.32317/2221-1055.202303037
https://doi.org/10.31339/2617-0833-2019-2(27)-203-210
https://mu.edu.ua/storage/MSU/pages/conferences/2024/Розвиток%20ринку%20праці%20в%20умовах%20глобалізаційних%20зрушень%20виклики%20для%20України.pdf.
https://mu.edu.ua/storage/MSU/pages/conferences/2024/Розвиток%20ринку%20праці%20в%20умовах%20глобалізаційних%20зрушень%20виклики%20для%20України.pdf.
https://skorobogatova.edu.kpi.ua/wp-content/uploads/2024/07/PANKO-OLGA-SKOROBOGATOVA-NATALIA.pdf

Ivchenko et al.

[25] Popyk, O.V. (2021). Organizational aspects of non-material motivation of personnel in the
enterprise’s quality management system. Economics and Management APK, 2, 181-192.
doi: 1033245/2310-9262-2021-169-2-181-192.

[26] Riabchuk, O., & Petukhova, A. (2024). Problems of payment calculations. In Materials of the
international scientific and practical internet conference “Synergistic drivers of accounting, tax
audit and business analytics development” (pp. 101-106). Irpin: State Tax University.

[27] State social standards. (2024). Retrieved from https://www.msp.gov.ua/content/socialni-
standartihtml?PrintVersion.

[28] Thi, N. (2021). Vietnam labour policies and its impact on rural wages: An experience from hired
farm labourers in the Red River Delta. Agricultural and Resource Economics: International
Scientific E-Journal, 7(4), 42-61. doi: 10.51599/are.2021.07.04.03.

[29] Tsehelnyk, N.I,, & Haidamachenko, L.H. (2024). Staff motivation as an important component
of the company’s success. In Materials VII international scientific and practical conference
“Enterprise economy: Modern problems of theory and practice” (pp. 207-208). Odesa: Odesa
National Economic University.

[30] Vyborna, VD. (2021). The economic essence of social capital and features of
itsformationin modern conditions. Economics and Management APK, 1,65-75.doi: 1033245/2310-
9262-2021-162-1-65-75.

[31] Zheng, P, Li, Y, § Qj, Y. (2024). Exploring the drivers of agricultural wages growth in China: A
comprehensive framework utilizing input-output and structural decomposition methods. PLoS
One, 19(3), article number e0299067. doi: 10.1371/journal.pone.0299067.

Economics and Business Management (15)3 113 ’


https://econommeneg.btsau.edu.ua/sites/default/files/visnyky/economika/popyk_o._2-2021.pdf
https://dspace.mnau.edu.ua/jspui/bitstream/123456789/10890/1/13.pdf
https://www.msp.gov.ua/content/socialni-standarti.html?PrintVersion
https://www.msp.gov.ua/content/socialni-standarti.html?PrintVersion
https://doi.org/10.51599/are.2021.07.04.03
https://dspace.oneu.edu.ua/jspui/handle/123456789/18613
https://dspace.oneu.edu.ua/jspui/handle/123456789/18613
https://econommeneg.btsau.edu.ua/sites/default/files/visnyky/economika/vyborna_v._1-2021.pdf
https://econommeneg.btsau.edu.ua/sites/default/files/visnyky/economika/vyborna_v._1-2021.pdf
https://doi.org/10.1371/journal.pone.0299067

Organisation of labour remuneration during grain...

Bonoaumup IsueHKo

KaHAamaaT CiNlbCbKOrocnoAapCbKnx Hayk, reHepasbHUin AMPeKTop

YKpaiHCbKMIM HayKOBO-A0CAIAHUN IHCTUTYT NPOAYKTMBHOCTI arponpoOMMUCIOBOro KOMMAEKCY
03035, na. Conom'aHcbKa, 2, m. Kuis, YkpaiHa

https://orcid.org/0009-0000-2035-2976

€BreHiit JlaHueHKo

JOKTOp EKOHOMIYHWUX HaYK, AOLEHT

HaujioHanbHMin yHiBEpCUTET BiopecypciB i NPMPOAOKOPUCTYBAHHSA YKpaiHK

03041, Byn. Tepois ObopoHu, 15, m. Kuis, YkpaiHa

https://orcid.org/0000-0003-0894-4885

OnekcaHgp Hocikos

KaHamaaT couionoriyHmnx HayK, NpoBiAHWIA HAayKOBMIA CNiBPOBITHUK

YKpaiHCbKMIM HayKOBO-A0C/AIAHUA IHCTUTYT NPOAYKTMBHOCTI arpoOnpPOMMUCIOBOrO KOMIIEKCY
03035, nn. Conom'siHcbKa, 2, m. Knis, YkpaiHa

https://orcid.org/0009-0006-3465-9665

OneHa PinoHeHKO

CTapLumnit HayKoBUIA CNIBPOBITHUK

YKpaiHCbKMIM HayKOBO-A0CAIAHWUIA IHCTUTYT NPOAYKTUBHOCTI arpONpPOMMC/IOBOrO KOMMJIEKCY
03035, nn. Conom'siHcbKa, 2, M. Knis, YkpaiHa

https://orcid.org/0009-0001-2503-3250

OpraHisauia onsiatu npaudi Ha 36MpaHHi BpoXKalo 3epHOBUX
KyNnbTYyp Y CinbCbKOrocnogapcbKux nianpueMcTBax

AHoTauiga. OcyyacHeHHs HayKOBUX PEeKOMEHALliM LIo[0 OIUIaTU Ipalli Ha 36MpaHHi Bpoykaio
3€pHOBUX KYJIBTYP V IIATIPUEMCTBAX € AaKTYaJIBHUM, OCKiJIBKY ITOTEHIIIMTHO MOSKEe CITPUATH BUILIM
BPO’KAMHOCTI, 6ibIIMM BasIoBUM 360paM i TpyZOBUM H0X0[aM MpalliBHUKIB, 3MEHIIEHHIO BTPAT i
MiABUIIEHHIO AKOCTI 3epHa, 611bI1 ebeKTUBHOMY BUKOPUCTAHHIO TEXHIYHUX i TIOACHKUX PECYPCIB.
MeTo10 ZOCITiZsKeHHS 6y710 06T pYHTYBAaHHSA HAYKOBUX 3acaf opraHi3aliii orary npaiii Ha 36 paHHi
BPOXXal0 3epHOBUX KYJIETYP Y CiJIbCBKOTOCIIOAAPCHKUX ITiIIIPHUEMCTBAX i3 ypaxyBaHHAM 3MiHHUX
YMOB CBOTOHEHHS. V XOfi IOCIiI)KeHHS BUKOPHCTAHO TaKi MeTomu: abCTpaKTHO-JIOTIYHWH,
MoHorpadidyHMM, CTATUCTUKO-EeKOHOMIUHUY i CUCTeMHUU ITifxiz. POSKpUTO opraHi3aliiliHi 3acanu
Ha 361paHHi BpOKa0 3epHOBUX KYJIBTYP V MAMIPUEMCTBAX, AKi PO3MIOYNHAIOTHCA 3 GOPMyBaHHS
TPYZOBUX KOJIEKTUBIB i iX TexHIUHOTO 3abe3reyeHHs, PEXXUMIB Mpalli ¥ BiATIOYMHKY, BeAeHHS
MMiICyMOBAHOTO O06JIiKy po60Yoro Yacy 3aJlyueHoro ITepCoHay. BCTaHOBJIEHO HOPMAaTUBHI
ACIIeKTH PEryaloBaHHA OIUIATH IIpalli M 3acTOCyBaHHA TapudHOi ciTKM, ZOIUIaT i HazbaBoK,
nigBUIneHHd TapUPHUX CTABOK OIUIATU IIpalli Ijd BU3HAYeHUX TPbOX KaTeropiul IpalliBHUKIB
MiApreEMCTB Ha 360pi BpOXKAl0 3€pPHOBUX KYJIBTYp: MeXaHi3aToOpiB, BOIIB i MpalliBHUKIB y
TIpUUMaIbHUX MiApo3Iinax. [oBefeHo, 0 OTUIaTa mpatli 41 6iIbIIoCTi HalitMaHUX MpalliBHUKIB
y CiIbCBROTOCIIOAAPCHRUX IMiAIIpreMCTBax chopMoOBaHa Ha OCHOBI TapudHOI CUCTEMU OILIATU
mpati, SKa LiNkoM 3abe3neuye gudepeHIiialliio Ta 06TpyHTOBaHICTh pO3MipiB 3apobiTHOI miaTu
3aJIEXHO BiJT KiTBKOCTI ¥ IKOCTi BUKOHAHOI po60TH. 3aIIpOTIOHOBAHO OCHOBHI METOIUYHI TiIX0IU
IO opraHisauii mpani Ta ¢opMyBaHHSA TapuPHOL CITKU U BIiNIIOBIZHUX TOOWHHUX TapUPHUX
CTaBOK OITJIaTH Mpalli Ha 36MpaHHi 3epHOBUX KYJBTYp, IO BapTO BKIIIOYATU K HATIOBHEHHS
0 KOJIEKTUBHUX IOrOBOPIB, IIOJIOKEHb IIPO OIUIATY IIpalli, IIOJIOXKeHb IIPO IIpeMiloBaHHS B
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Ivchenko et al.

CiJIbCHKOTOCITONAPChKUX MiANpueMcTBax. Y chopMoBaHili TapubHil ciTii mnepembadyaeTbcs
MOJKJIMBICTD MiZBUINEHHS MIKpPO3PAOHUX KOeillieHTiB IS ITOCUJIEHHS CTUMYJI0I04Y0l QyHKIIi]
3apo6iTHOI rTaTy Ha 360pi BpoyKaio 3epHOBUX KYJIBTYP. PO3MIAHYTI MOKJIMBI IOTLIATH i HaZ6aBKY,
IIpeMiaJibHi BUIIATH, AKi peKOMEHIOBaHO 3aCTOCOBYBATU Ha BU6ip, 1106 [0JaTKOBO CTUMYJTIOBATU
BUPOGHUYUI TIEPCOHAN MiAIIPUEMCTBA 0 KPAIIMX KiJIbKICHUX i AKICHUX ITOKA3HUKIB ix Iparii.
[TpakTUYHE 3HAYEHHS PE3y/IbTaTiB HOCITIIKeHHS ITOJIATAJI0 B MOKJIMBOCTI 6€31ocepesHboro ix
BUKOPUCTAHHA B CUIbCBKOTOCITOJAPCBKUX ITIAIIPUEMCTBAX [OJiA 3abe3MedueHHs MaTepiaibHOTO
CTUMYJIIOBAHHSA BUPOOHUYOTO IIEPCOHAITY 10 ITPOAYKTUBHOI IIpalli Ha 36 MpaHHi BpOsKaio 3epHOBUX
KYJBTYD, Bif, AKOTO 3HAYHOIO MipOI0 3a1€’KUTh EKOHOMIYHM CTaH I'OCIIONapCTB

KniouyoBi cnosa: 3apobiTHa IIaTa; TapudHa CUCTEMA; BUPOOHUYNN ITepCOHAT; KOJIEKTUBHUN
IOTOBIp; COLIiaIbHO-TPYAOBI BiZHOCUHY; arpobisHec
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