ENTERPRISE

UDC 658.7:658.8

KHARSUN Liudmyla,

PhD (Economics), Associate Professor,
Associate Professor of the Department

of Trade Entrepreneurship and Logistics
of State University of Trade and Economics
19, Kyoto St., Kyiv, 02156, Ukraine

ORCID: 0000-0002-7569-943X
l.kharsun@knute.edu.ua

KOVALENKO Yuliya,

PhD (Economics), Associate Professor,

Associate Professor of the Management of Foreign
Economic Activity of Enterprises Department
National Aviation University

1, Liubomyra Huzara ave., Kyiv, 03058, Ukraine

ORCID: 0000-0003-1257-3845
yuliya.kovalenko@npp.nau.edu.ua

SUPPLY CHAIN RISKS
OF TRADE COMPANIES
DURING A LARGE-SCALE
CRISIS

Introduction. The effectiveness of modern
management of business structures directly de-
pends on the analysis of potential risks and asses-
sment of the probability of their occurrence. Risk
management tools are of particular importance
in optimizing the functioning of supply chains of
trade enterprises.

Problem. Russia’s full-scale military inva-
sion of Ukraine significantly changes appro-
aches to supply chains organization, requires
their promptly reformatting. This necessitates an
analysis of the key risks associated with the
operation of martial law and the consequences
of their impact on supply chains in trade.

The aim of the article is to determine the
nature of the risks of functioning of trading
companies’ supply chains under martial law and
to substantiate the practical tools of logistics
management aimed at minimizing losses as a re-
sult of their occurrence.

Methods. The methodological apparatus of
the research consists of general scientific met-
hods (system analysis, determination of direct
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PUSUKHM JIAHLIOI'IB
[IOCTAYAHHA IIIAINPUEMCTB
TOPT'IBJII 3A MACITAEHOI

KPU3u

Bcemyn. Eghexmusnicme cyuacnozo meneoic-
MeHmy RIONPUEMHUYbKUX CIPYKMYP HANPIMY
3anexcumsb 6i0 AHANIZY MOICTUGUX PUSUKIE MA
OYiHKU tiMosipHocmi ix Hacmanua. Ocodnugozo
SHAYEHHs THCMPYMEHMU YAPAGLIHHA PUSUKAMU
Habyearomv npu onMuMizayii YYHKYIOHY8AHHS
JAHYI02I8 NOCNAYAHHS NIONPUEMCING MOP2IBII.

Ilpoonema. Pociiicoke nogHomacuimadHe 8itico-
KO8€ 6MOpeHeHHs 8 YKpaiiy 3HAUHOI0 MIPOIO 3MIHIOE
nioxoou 00 opeanizayii 1aHYI2I8 NOCMAYAHHS,
8UMA2A€E ONEPAMUBHO20 iX nepehopmMamy8aHHsI.
Lle nompebye ananizy Kiou08UX pusuUKis, nog 's-
3aHUx 3 0i€l0 BOEHHO20 CMAHY, MA HACAIOKIG iXx
BNAUBY HA NAHYIO2U NOCMAYAHHS 8 MOP2IGJIL.

Memoto cmammi € 8U3HAYEHHA Xapakmepy
PUBUKIG PYHKYIOHYBAHHS TAHYIO2I68 NOCMAYAHHS
MOP20BETbHUX KOMNAHIL 8 YMOBAX BOEHHO20 CINAHY
ma OOIPYHMYBAHHS NPAKMUUHUX THCIPYMEHMIG
JIO2ICMUYHO20 MEHEeOHCMEHMY, CNPAMOBAHUX HA
MIHIMI3aYi0 empam y pe3ya1bmami iX HACMAaHHAL.

Memoou. Memoodonoeiunuii anapam 00Ci-
02ICEHMsL CMAHOGISIMb 3A2AbHOHAYKOG] MEMoou
(cucmemHo20 aHANIZY, GUSHAYEHHS NPAMUX mMd
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and reverse relations between economic pheno-
mena and processes, comparative analysis) and
special economic methods (statistical-analyti-
cal, qualitative and quantitative analysis, situa-
tional analysis).

Results. It was determined that the logistics
industry was one of the first to feel the con-
sequences of military actions and the urgent
need to rebuild the established mechanisms of
logistics services of trade flows. The main groups
of risks that affect the operation of trade com-
panies supply chains in war conditions have
been studied, the main forms of their mani-
festation and consequences have been assessed.

Conclusions. Considering the acute impact of
the military invasion of Ukraine on the function-
ning of trading companies’ supply chains, the
necessity of flexible and diversified transfor-
mation of their logistics strategies has been
determined. The importance of risk monitoring
and the development of alternative action plans
for various scenarios has been proven.

Keywords: supply chain of trade company,
martial law risks, logistics route change,
logistics management, supply chain risks.

JEL Classification: D81; L81

360POMHUX 36 A3KI8 MIJC eKOHOMIUHUMU AGUWAMU
ma npoyecamu, NOPIBHAILHO2O AHANIZY) MA che-
YIAIbHI eKOHOMIYHI Memoou (Cmamucmudto-
AHATTMUYHUL, SIKICHO20 MA KIIbKICHO20 aHANi3Y,
cumyayitiHo2o anauisy).

Pezynomamu  oocnioxcenna. Jlocicmuuna
2any3b OOHICI0 3 Nepuiux 8i0uyaa HACIIOKU 6ili-
cbKoGUX Oill I HazanbHy nompedy 6 nepedyoosi
YCMANEHUX MEXAHIZMIE JI0ICMUYHO20 00CTY208)-
8aMHsL MOP2OBENLHUX NOMOKIG. JJocniddiceno oc-
HOBHI 2pYnU pU3uKie, AKi 6 yMO8ax GIUHU 6NJIU-
8aI0Mb HA (YHKYIOHYBAHHS IAHYIOIE NOCIMAYAHHS
nionpuemMcme mopeieini, 0OIPYHMOBAHO OCHOBHI
dopmu ix nposgy ma Hacrioku.

Bucnoexu. 3sadicarouu Ha ecocmpuii énius
BILICbK0B020 8MOPeHeHHs 8 VKpainy Ha ¢yHKyi-
OHYBAHHA NAHYIO2I8 NOCMAYAHHS NIONPUEMCINE
mopzieni, 8usHAYeHO HeobXIOHICMb 2HYUKoi ma
cmpamezitl. Jlo6e0eHo 6axicaugicms MOHIMOPUH2Y
PU3UKIE Ma po3pobNeHHs albmMepHAMUBHUX Na-
Hi6 Ol /15l PI3HUX CYeHAapiie po36umKy nooii.

Kniouoei crosa: naHmor rnocradyaHss Top-
TOBEJIBHOTO I NPHEMCTBA, PH3HKH BOEHHOTO CTaHy,
3MiHa JIOTICTUYHOTO MapIupyTy, JOTiCTHYHHH
MEHEIDKMEHT, PU3HKH JIAHIIOT1B IIOCTaYaHHS.

Introduction. The analysis of risks and assessment of the probability

of their occurrence is the traditional, familiar function of the management of
business structures. The scientific achievements that offer the whole arsenal
of approaches, methods and models for practical use in the risk management
strengthen this direction of managerial activity constantly.

The functioning of supply chains has also demonstrated the need to
introduce the factors of unpredictability, instability and uncertainty in time
into their management model for a long time, which are dictated by the
changing and risky environment of the global economic system.

Therefore, the course chosen by logistics management to optimize
supply chains and their processes with an emphasis on timely delivery,
minimizing stocks and costs requires the more detailed study of external
risks, variable modeling of situations when they occur.

Problem. As the Russian full-scale military invasion of Ukraine
demonstated, the vast majority of management systems did not go beyond
their knowledge and demonstrated either the absence of a plan of action in
the conditions of martial law as such, or an unpreparedness for its immediate
implementation. Since trading companies are at the forefront of meeting the
needs of the population in finished products, it is their supply chains that
needed the most rapid reformatting in view of the huge number of risks of
uninterrupted, reliable, efficient functioning.

Analysis of recent research and publications. The study of the risks
of supply chains of trading companies is the direction of scientific interests
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of a number of domestic and foreign scientists, including N. Trushkina,
K. Kitrish, D. Lambert, V. Vitlinsky, V. Skitsko, I. Palamarchuk, O. Sush-
kova [1-5] and others.

In particular, these authors explore epy current trends in supply chain
management of trade enterprises in the view of digitalization and globa-
lization of economic relations; approaches to the formation of risk mana-
gement systems in supply chains, etc.

However, they mostly reveal the general principles of risk mana-
gement in trade, among which much more attention is paid to the factors of
the economic, social and technological environment. The practical expe-
rience of risk management in this area is studied by such figures of the
managerial link of business structures as: A. Alekseev, S. Mukoid, L. Kom-
arova, Y. Poenko, M. Bugayev, A. Golimbovsky, S. Yeremeyev, A. Zhuk,
P. Savchuk [6-10]. But such materials do not reflect the complex nature of
risk management systems in the supply chains of trade enterprises in an
unstable political environment. There are practically no works devoted to the
impact of military conflict risks on the functioning of supply chains in trade.
Approaches to the formation and functioning of risk management systems
for military operations of trade enterprises are scientifically unfounded.

The aim of the article is to determine the nature of the risks of supply
chain functioning of trade enterprises under martial law and to substantiate
practical tools of logistics management aimed at minimizing losses as the
result of their occurrence.

Methods. The theoretical and methodological basis for writing the
article was formed by the modern scientific concepts and theoretical
developments on the effective organization of supply chains under the
influence of various risks, analytical studies of the Oxford Economics Global
Forecasting Center, the United Nations, GMK consulting organization, the
Association of Retailers of Ukraine, statistical data of the World Bank,
the State Statistics Service of Ukraine. The methodological apparatus of the
study consists of: general scientific methods (system analysis, determination
of direct and reverse links between economic phenomena and processes
(in particular, when analyzing the impact of risks on changes in supply
chains), comparative analysis (to study risk groups, forms of their mani-
festation and consequences for supply chains).

To achieve this goal, special economic methods were also used, which
made it possible to conduct the comprehensive analysis of the problem of
supply chain risks in war conditions: statistical and analytical, qualitative and
quantitative analysis, situational analysis for determining the main guidelines
for optimizing supply chains, taking into consideration the complex impact
of risks caused by war.

Results. The war in Ukraine canceled most of the usual, optimized
mechanisms of management in all sectors of the economy. The logistics
industry as the separate sector of the business environment, aimed at ensuring
the functioning of other spheres of society, was one of the first to feel the
ISSN 1727-9313; eISSN 2616-5856. SCIENTIA FRUCTUOSA. 2022. No 6 51
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consequences of hostilities and the urgent need to restructure the established
processes, methods and mechanisms of logistics services for material flows.
Disruptions in the functioning of logistics supply chains were felt by every
consumer, whose demand for goods and services is not fully satisfied, with
the significant delay and without the guarantees.

The set of martial law risks that directly affect the parameters of the
functioning of supply chains of trade enterprises is quite wide.

Infrastructure risks — destruction, damage or inaccessibility as the
result of hostilities or occupation of territories of logistics and trade infra-
structure facilities — transport, warehouse, trade, communication. Thus, only
in the Kyiv region, according to the CEO of Ekol Logistics Ukraine and the
director of Logistics Plus, about 400,000 m2 of warehouses were destroyed
or damaged. This is 20 % of all warehouse area in Kyiv and the region [8].

Logistics providers and trading companies suffer huge losses
of investments in these infrastructure facilities. For example, the destruction
of a warehouse complex with an area of 100 thousand m2, which belongs
to one of the Dragon Capital companies, caused losses of EUR 45.8 million,
and for the Good Wine company, whose goods were stored in this warehouse,
the losses have already been estimated at EUR 15 million [8]. In generalized
form, the structure of the main losses of retail chains during the first two
months of the Russian full-scale military invasion of Ukraine is presented
in Figure 1.

Main items of direct losses % in the total amount of losses

B Destruction - damage to building premises,
shops, engineering networks

4 Destruction - damage to equipment

41%
B Loss of commodity balances in commercial

premises

D Destruction - damage to warehouse,
industrial, office buildings and equipment

B Loss of inventory balances in warehouses

E Other losses

Figure 1. Structure of direct losses of trade networks as a result of hostilities
as of 23.04.2022

Source: compiled by the authors based on [11].

Thus, the largest share in the structure of losses falls on losses caused
by damage to retail areas, equipment, as well as loss of inventory in stores
and warchouses [11]. By product groups, food chains suffered the most — 60 %
of losses in the industry, fashion retailers (clothing and footwear) — 11 %,
sellers of electronics and household appliances — 7 % [9].
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Trade participants will continue to experience the increase of costs
associated with infrastructure risks: due to the forced change of routes and
delivery methods, loss of sales due to the inability to deliver products to
points of sale, incomplete product range due to supply disruptions. These
circumstances require the rapid change in the configuration of supply chains
and processes in them, which usually means higher logistics costs.

The destruction or blocking of access to warehouses and retail faci-
lities requires additional logistics operations to evacuate and relocate inven-
tory. Trade companies also experienced negative consequences due to disru-
ptions and uneven supply, shortages of goods and reduction of the range of
products offered to consumers due to the destruction or blocking of ware-
houses and production facilities of suppliers.

In order to reduce the level of concentration of inventory in the ware-
house areas of distribution centers or in cases of their destruction or ina-
ccessibility, trade enterprises began to make wider use of the practice of
direct deliveries from manufacturers to stores, as well as to create the system
of hub stores where suppliers delivered their products. During March—May
2022, there was a fairly positive dynamics of the retail sector recovery in the
country (Figure 2).

R,

T,

%

oo March 2022 April 2022 FZZZI May 2022 cceceee- Trend line in May 2022

Figure 2. Dynamics of retail sector recovery in Ukraine
in March-May 2022 (% of operating facilities)

Source: compiled by the authors based on [7; 12].

Thus, the largest percentage of operating facilities currently charac-
terizes the sectors of food and non-food products, pharmaceuticals and gas
stations. The trend line presented in Pic. 2 trend line in May 2022 allows us
to highlight those sectors that managed to significantly resume their work
within 3 months. Among them are jewelry, clothing and footwear, and
entertainment centers [7]. At the same time, 5 % of the total number of retail
facilities of Ukrainian food chains remained in the occupied territories [12].
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Due to the damage or inaccessibility of certain transport infrastructure
facilities, the emergence of roadblocks, the transport component of supply
chains has also undergone significant changes: the length of product delivery
routes and delivery time have increased , that is why the speed of travel has
decreased. Thus, the logistics director of the Volyn poultry farm (TM "Epikur"
and "Cheboturochka") noted that the route to Kyiv increased by 43 %, and to
Kharkiv and Dnipro — by 24 % and 9 % respectively [6].

Contractual risks associated with the inability to fulfill contractual
obligations between supply chain participants. For trading companies, these
are most often suppliers and logistics service providers. Therefore, in the con-
ditions of war, the flexibility of the supply chain is manifested in the ability
to quickly change the composition of participants and partners.

Trade enterprises were forced to revise the contractual terms of rela-
tions with their suppliers. First of all, it concerned the leveling of strict
requirements to comply with the established delivery schedules and estab-
lishing priority under the Pick by Line (PBL) delivery schemes, shortening
the terms of procurement plans often to a weekly or even daily level, moving
away from fixed volumes and assortment of purchases, introducing flexible
terms of settlements with suppliers of goods and services. Since the begin-
ning of the war in Ukraine, most suppliers of trade enterprises have switched
to advance payments and pickup.

Economic and financial risks are external factors affecting the level
of costs and added value, as well as the ability to manage financial flows in
the supply chains of trade enterprises — financial, settlement and foreign
exchange transactions. General economic risks are manifested in the supply
chains of trade enterprises through:

« reduction in demand due to a decrease in the purchasing power of the
population; reduction in the supply of goods due to a reduction in GDP;

« restricted access to credit resources for supply chain financing;

e rising energy prices and restricted access to them;

« depreciation of the national currency and a number of others.

Thus, the sharp rise in fuel prices immediately affected the cost
of commercial freight transportation, which almost doubled by the end of
March 2022, which also affected food prices, which increased by an average
of 4 % [13]. In particular, the increase in tariffs for rail transportation is
significant. Thus, railway tariffs for the transportation of mineral fertilizers
and chemical cargoes increased by 41.7 %, grain cargoes — by 15 % compared
to the first quarter of 2021. In general, tariffs for freight transportation by rail
increased by 25.4 % in the first three months of 2022 [14].

Significant consequences for trade operations are caused by financial
risks, which are manifested primarily through restrictions on currency con-
version, which makes it impossible to pay for imports, setting limits on cash
and non-cash payments, the transition to prepayment in working with supp-
liers of products and logistics services. It is also worth noting significant
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difficulties in the work of collection logistics. Risks of this group also cause
changes in the composition of supply chain participants, especially suppliers,
reduce the volume of trade flows and reduce the level of profitability of trade
in general.

The impact of this group of risks can also be traced in the analysis of
the dynamics of foreign trade operations, which has undergone significant
changes under martial law (Figure 3).
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'»@’\ %@\ \@,\ . %@,\ . w@\ . W@,\ . W@\
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@ Exports, millions of dollars @ Imports, millions of dollars

Figure 3. Dynamics of export-import of goods of Ukraine
in June 2021 — May 2022, million US dollars

Source: compiled by the authors based on [15].

The results of the analysis of trends presented in Figure 3, indicate the
significant reduction in the volume of export-import operations in March—
May 2022 compared to the same period of the previous year [15]. In par-
ticular, the reduction in imports leads to changes in the structure of the range
of supply and sales, the need to replace certain components and finished
goods with domestic analogues. Also, the main obstacle to making payments
for imports were, firstly, restrictions on the nomenclature of imports (estab-
lishing a list of critical imports) and, secondly, currency conversion. In par-
ticular, during the war, imports of clothing and footwear that do not belong
to critical imports decreased by almost 60 % [10]. Moreover, foreign supp-
liers, given the high level of risks, also began to work mainly on the pre-
payment basis. Therefore, the reduction of imports due to the termination of
trade relations with Russia and Belarus, blocking of a number of transport
routes from other countries became the main prerequisites for replacing a
significant part of foreign suppliers with local ones.

Failures in the collection logistics also forced trade enterprises to give
preference to non-cash payments with consumers. Moreover, stores of some
retail chains, such as Fozzy Group, Eva, provided consumers with the
opportunity to withdraw cash at the cash desk, which turned out to be a very
convenient service for the population, given the problems with cash
withdrawals from ATMs, and also allowed companies to reduce the amount
of cash and be less dependent on its cash collection.
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Social risks that involve changes in the characteristics of demand in
the country during the war. First of all, we are talking about the rapid change
of priorities in the structure of consumption, which are absolutely shifting
towards essential goods. Accordingly, trade enterprises should revise the
structure of the trade range of products, as well as approaches to the
formation of stocks. Social risks are also associated with meeting demand
with goods of proper quality, which often poses the threat due to the inability
to ensure proper storage conditions. The conditions of martial law also make
the participants of the supply chains of trading companies socially vulnerable
in the context of their inability to maintain a socially oriented level of prices
for goods and services.

In addition to the significant decline in consumer demand in Ukraine
since the beginning of the Russian-Ukrainian war, which resulted from the
mass migration of Ukrainians and the loss of income, trade enterprises note
significant changes in the structure of demand. They are typical for all
sectors, but have their own characteristics, taking into consideration the
specifics of each of them. Thus, as noted by the Director of Logistics of the
Milk Alliance Holding, baby food and long-term storage products have
become popular, while niche produ In general, market participants indicate a
tendency to simplify the trade assortment. Suppliers and manufacturers have
also largely revised their product mix matrices in favor of goods with shorter
production cycles. Moreover, especially at the beginning of Russia’s military
invasion of Ukraine, the assortment of trade enterprises was often determined
more by the available commodity resources of producers rather than the
needs of the end consumer.cts and products with a short shelf life have
experienced a decrease in demand [6]. In general, market participants indi-
cate the tendency to simplify the trade assortment. Suppliers and manu-
facturers have also largely revised their product mix matrices in favor of
goods with shorter production cycles. Moreover, especially at the beginning
of Russia’s military invasion of Ukraine, the assortment of trade enterprises
was often determined more by the available commodity resources of
producers rather than the needs of the end consumer.

Most trade enterprises, seeking to meet consumer demand for certain
products, with the supply of which there were difficulties, began to pay
special attention to the search for analogues of these products from alter-
native sources of supply. Thus, in the retail network "Varus", according to
the director of logistics, the launch of an automatic ordering system with
certain restrictions and changes was announced, algorithms are being
developed and implemented: search for analogues and substitution of goods
to meet the needs of customers in certain groups of goods; formation of
orders for the movement of goods between the DC according to the format
of the vehicle [6].

The hostilities also affected the retailer’s logistics — transportation
prices almost doubled, which, together with other factors, affected the cost
of products for the end consumer, which, in turn, also significantly affects
changes in demand for various categories of products (Figure 4).
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Figure 4. Changes in consumer prices for selected products in Ukraine
in January—June 2022 compared to January-June 2021, %

Source: compiled by the authors based on [16].

Figure 4 shows only those groups of goods, the percentage of change
in consumer prices for which exceeds 19-20 %, as, in our opinion, this makes
it possible to analyze the main reasons for their rise in price. Among them, it
is worth highlighting the reduction in imports (mainly related to fish and
vegetables), the lack of supply from the occupied southern territories (vege-
tables), and supply chain disruptions due to infrastructure risks. Instead,
changes in consumer prices in the analyzed period in the clothing and
footwear segment amounted to 5.5 % [16].

Operational risks are the probable occurrence of events and situations
that will lead to the destruction of the established processes in the supply
chains of the trade enterprise, will make it impossible to effectively perform
logistics operations for transportation, warehousing, procurement and distribution.

During the military operations, operational risks had the greatest impact
on the organization of cargo transportation. In particular, due to the emergence
of roadblocks, blocking of certain sections of transport routes, the introduction
of curfews and limited access to the Internet in certain places, there was a need
for constant reconstruction of routes, the use of maps, the search for hitchhiking
and smaller vehicles, the organization of sites for consolidation of cargo and the
implementation of cross-docking delivery schemes.

The hostilities also affected the retailer’s operational warehouse
logistics. Thus, the priority of shipments has changed (in particular, in rela-
tion to goods for humanitarian headquarters and the needs of the Armed For-
ces of Ukraine and terrorist defense); PBL technologies have become more
widely used, while the level of long-term storage in warehouses has decre-
ased; evacuation operations of warehouses from the combat areas have become
relevant. Significant changes in the organization, schedules and duration of
operational processes in warehouses occurred due to difficulties with their
provision with personnel, the significant part of which had migrated.
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Operational activities in the supply chains of trade enterprises related
to procurement and inventory have also changed significantly. First of all,
procurement planning cycles have been significantly shortened in accordance
with the almost daily adjustment of sales ratios and tracking of warehouse
balances. Procurement procedures and technologies, ordering algorithms are
being reviewed and simplified.

One of the bottlenecks for the supply chains of trade enterprises
became stocks, which, according to the latest trends in logistics management,
are "optimized", that is, focused on short-term income generation by liqui-
dating them. Therefore, many companies, having no safety stock, were not
ready to meet the existing demand.

In distribution channels, trade enterprises focus on the diversification
of participants, resorting to the mediation of dealers and 3PL providers use
various forms of trade (including "from the wheels"), and, in an effort to quickly
replenish working capital, intensively sell off the remaining of products.

Reputational risks associate with the formation of the impression of
consumers and supply chain partners about the trading company as an insuf-
ficiently reliable partner or seller in the event of supply failures, lack of the
necessary goods or non-compliance with its quality indicators. The conse-
quence of reputational risks may be a change in the structure of material flow,
assortment, composition of suppliers, etc.

The reputational risks may also be incurred by trade enterprises as the
result of their mistakes in the context of compliance with the patriotic sen-
timents of consumers. For example, if the company has not tracked and
continues to sell products of the aggressor country or manufacturers that have
not left the Russian market. Thus, in order to prevent the sale of such goods
in the process of planning the assortment and order formation, the algorithm
of temporary blocking of certain goods is being revised in the company
"Varus". Appropriate adaptation and trend decisions to change the range of
products are also made by manufacturing companies. Thus, with the begin-
ning of the war, Kyivkhlib renamed the Belarusian bread to Ataman bread,
and added new products — Palianytsia bread and Myrny loaf.

In general, the impact of different groups of martial law risks
on supply chains is presented in the 7able below.

Table

Risks of martial law for supply chains of trade enterprises

Group

of risks Form of manifestation Implications for supply chains

Loss of investments in warehouse and trade
infrastructure;

loss of product stocks;

violation of delivery terms;

incomplete assortment;

increase in the range and time of delivery;
Changes in the configuration and composition
of supply chain participants

Destruction, destruction, restriction
of access to warchouse and com-
mercial facilities;

Infrastructural | destruction and blocking of transport
infrastructure;

damage or blocking of suppliers’
production infrastructure.
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and financial

unstable functioning of the banking
system;

restrictions on currency conversion;
restrictions on cash and non-cash
transactions

End of the Table
Grgup Form of manifestation Implications for supply chains
of risks
Failure to comply with delivery schedules;
Failure to comply with contractual | reduction of procurement planning time;
Contractual | obligations between supply chain | shortage of supplies;
participants change of terms of settlements with suppliers
of goods and services
Decrease in the level of demand and Incr.eaémg the transport component in  supply
supply, including due to the fall chains;
in GDf" Reducing the level of profitability of supply
restricte,d access to credit resources; chains;
Economic > | shortage of working capital to finance supply

chains;

reduction of the share of imports in the structure
of the assortment;

inability to make settlements with suppliers
of goods and services, as well as consumers

Changes in the structure of con-

Shifting the emphasis in the sales structure towards
essential goods, long shelf life and the emergence

sumption; of excess stocks of other categories of goods;
Social difficulties in meeting demand with | the need to find analogues of products for which
goods of proper quality; there is a deficit from alternative sources of supply;
inflationary processes increased need to minimize costs in order to main-
tain a socially oriented level of prices for goods
. . Operational reconfiguration of TMS (Transport
Obstacles to the timely execution p gu‘ ( P
o L Management Systems);
of logistics operations; . L .
S . . reformatting of logistics processes in warehouses
. inability to perform certain logistics | . S . .
Operational . in terms of execution time and list of operations;
operations; simplification of procurement algorithms and
difficulties with staffing of pro- puticatiol p &
cesses in supply chains technologies;
diversification of distribution channels
Exclusion from the range of goods originating
from the aggressor country and manufacturers that
Increasing patriotic sentiments of con- | continued their activities in its territory;
. sumers and their demands regarding | replacement of products with names associated
Reputational

the country of origin of goods and
their names

with the aggressor country;

introduction of new products in the assortment that
meet the patriotic sentiments of consumers;
increasing the share of goods of Ukrainian origin

Source: developed by the authors.

Trade enterprises in Ukraine during the martial law period have

generally demonstrated the ability to respond quickly to challenges, draw
conclusions and make reasoned, often innovative, decisions. In general, com-
panies have become more vertically integrated, with a reduced product range
and wider cooperation with suppliers and other counterparties.

Before outlining the most urgent and relevant areas of supply chain
management in the field of trade during martial law, we will give a few theses
on the results of a series of round table discussions "Restoration of supply
chains of the food industry in the conditions of martial law and post-war
situation in Ukraine" of the main players of domestic retail on their vision of
promising management approaches in the organization of logistics support
for their activities [6]:

o "Communication is the main tool in unpredictable times for business" —
Marketing Director of "Kyivkhlib";
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« "In my opinion, the optimal solution is a combination of centralization
and decentralization" — Logistics Director of Milk Alliance Holding;

« "Under any circumstances: should build clear communication, have
a backup plan "B", think and work flexibly, and hold on to people — team,
partners and customers" — project manager of the warehouse logistics depart-
ment of Fozzy Group.

Thus , in the realities of wartime the reformatting of supply chains for
trade enterprises should take place primarily in the plane of relations with
suppliers: firstly, by diversifying the composition of suppliers with the
allocation of a larger share of local (domestic) suppliers, and different for
different places of sale; secondly, by making adjustments to contractual
relations and the format of communications with suppliers: shifting the
emphasis on warehouse storage at suppliers (responsible storage); optimi-
zation of transportation systems; prompt changes in the schedules, volumes
and range of supplies; coordination of the parties’ responsibilities in case of
emergency, joint development of the action plan. The next segment of the
perspective plan for the development of supply chains for trade enterprises is
the identification and implementation of appropriate operational tools and
measures: tools for automatic ordering; accounting and adjustment of stock
levels; transportation technologies related to cross-docking schemes, dra-
wing up plans and routes of transportation; creation and functioning of ope-
rational distribution points, etc. The given is that in the conditions of war the
trade enterprises are faced with the urgent need to promptly make adjust-
ments to the mechanism of functioning of their supply chains, they must
necessarily implement and improve the practice of risk management. More-
over, in addition to assessing the risks of military operations, developing
scenarios and drawing up an action plan for each of them, the vision of the
role and practice of risk management should radically change, which should
become a kind of "nerve" center in the company, the center of development
strategies and crisis response strategies.

The challenges of military operations will provide for further changes
in the organizational structure of risk management systems of trade enter-
prises with the allocation and strengthening of the role of specialists in
political and military risks. The question of studying the behavior of consu-
mers in the conditions of martial law in order to find adequate response
measures in the supply chains of trade enterprises is of particular importance.

Conclusions. The military invasion in Ukraine showed, especially in
the first month, that the most acute problems with the functioning of supply
chains were felt by large trade enterprises and retail chains. This is primarily
due to the high level of concentration in the supply chains; in particular, in
terms of available logistics capacities (warehouses, distribution centers),
stock levels, number of suppliers, freight volumes, etc. This situation is due
to the course of economy of scale, optimization of processes, costs and stocks
chosen by many trade enterprises before the war. As a result, such trade
enterprises lose flexibility.
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The main way out of the crisis for trade enterprises should be the
transformation of the supply chain management system towards flexibility
and diversification of logistics strategies, assets, participants, processes. The
particular emphasis should be placed on establishing the new format of
communication with suppliers and partners. And, most importantly, the prac-
tice of monitoring risks and developing alternative action plans for different
scenarios must be implemented.

The further research of supply chains of trade enterprises should be
aimed at systematizing approaches to the organization of risk management
systems under the risks of military conflicts. The promising direction for fur-
ther research is to determine the decision-making algorithm, as well as the set
of the measures aimed at managing supply chains in trade under martial law.

Conflict of interest. The authors declare that they have no financial or non-financial conflicts of interest
in relation to this publication; they have no relationships with government agencies, commercial or non-
commercial organizations that could be interested in presenting this viewpoint. Given that one of the
authors works for the institution that is the publisher of the journal, which may lead to a potential conflict or
suspicion of bias, the final decision to publish this article (including the selection of reviewers and editors)
was made by those members of the editorial board who are not affiliated with this institution.

REFERENCES

1. Trushkina, N. V., & Kitrish, K. Ju. (2020). Upravlinnja lancjugamy postachan’ u kon-
teksti koncepcii’ industrija 4.0 [Supply chain management in the context of the Industry 4.0].
Efektyvna ekonomika — Effective economy, 12. http://www.economy.nayka.com.ua/
20p=1&z=8399 [in Ukrainian].

2. Vitlins’kyj, V. V., & Skic’ko, V. 1. (2018). Ryzyk-menedzhment lancjugiv
postachannja v umovah cyfrovoi’ ekonomiky [Supply chain risk management in the
digital economy]. Biznes Inform — Business Inform, 4 (483), 384-392 [in Ukrainian].

3. Douglas, M., Lambert (2008). Supply Chain Management: Processes, Partnerships,
Performance. Third ed. Sarasota: Supply Chain Management Institute [in English].

4. Palamarchuk, 1. V., & Artjuh, N. A. (2017). Upravlinnja lancjugamy postachan’ ta
vykorystannja zasobiv logistychnoi’ infrastruktury [ Supply chain management and use
of logistics infrastructure facilities]. Visnyk ekonomiky transportu i promyslovosti —
Bulletin of transport and industry economics, 60, 101-107 [in Ukrainian].

5. Sushkova, O. Je. (2019). Suchasni instrumenty upravlinnja ryzykamy v lancjugah
postachannja tovariv [Modern risk management tools in commodity supply chains].
Podil’s kyj naukovyj visnyk — Scientific bulletin of Podilsk, 4(12), 77-83 [in Ukrainian].

6. Serija kruglyh stoliv "Vidnovlennja lancjugiv postachannja harchovoi’ promyslovosti
v umovah vojennogo ta pisljavojennogo stanu v Ukrai’ni" [Series of round tables dis-
cussins "Restoration of food industry supply chains in wartime and post-war conditions
in Ukraine"]. logist.fm. https://logist.fm/news/seriya-kruglih-stoliv-vidnovlennya-
lancyugiv-postachannya-harchovoyi-promislovosti-v-umovah [in Ukrainian].

7. Jak ogovtujet’sja rytejl pislja 100 dniv vtorgnennja rf: vtraty galuzi ta novi rishennja
[How retail is recovering after 100 days of Russian invasion: industry losses and new
solutions]. rau.ua. https://rau.ua/novyni/ritejl-pislja-100-dniv-vtorgnennja [in Ukrainian].

8. Unaslidok bojovyh dij pid Kyjevom znyshheno sklady najbil’shyh ukrai’ns’kyh
kompanij [As a result of hostilities near Kyiv, warehouses of the largest Ukrainian
companies were destroyed]. mykyivregion.com.ua. https://mykyivregion.com.ua/news/
unaslidok-boiovix-dii-pid-kijevom-znishheno-skladi-naibilsix-ukrayinskix-kompanii
[in Ukrainian].

ISSN 1727-9313; eISSN 2616-5856. SCIENTIA FRUCTUOSA. 2022. Ne 6 61



ENTERPRISE

9.

10.

11.

12.

13.

14.

15.

16.

62

Zbytky rytejleriv Ukrai’ny vnaslidok vojennyh dij sklaly shhonajmenshe 50 mlrd grn
[Losses of Ukrainian retailers as a result of hospitality amounted to at last UAH
50 billion]. rau.ua. https://rau.ua/novyni/zbitki-ritejleriv-ukraini [in Ukrainian].
Import odjagu do Ukrai’ny vpav na 60% [Clothing imports to Ukraine fell by 60%].
pro-consulting.ua. https://pro-consulting.ua/ua/pressroom/import-odezhdy-v-ukrainu-
upal-na-60-kommentarii-gendirektora-pro-consulting-aleksandra-sokolova-forbes

[in Ukrainian].

Specproekt: jaki galuzi rytejlu ta jaki kompanii’ najbil’she vtratyly z pochatku
vtorgennja rf [Special project: which retail industries and which companies have lost
the most since the beginning of the invasion of Russia]. rau.ua. https://rau.ua/novyni/
zbitki-ritejleriv [in Ukrainian].

Rytejl za linijeju frontu: shho stalosja z produktovymy merezhamy, jaki opynylysja v
zoni aktyvnyh bojovyh dij [Retail behind the front line: what has happened to grocery
chains that were in the zone of active hostilities]. rau.ua. https://rau.ua/novyni/ritejl-
zoni-aktivnih-bojovih-dij [in Ukrainian].

Jak vijna vdaryla po torgivli ta shho zmozhut’ kupyty ukrai’nci v magazynah [How the
war affected trade and what Ukrainians will be able to buy in stores]. www.bbc.com.
https://www.bbc.com/ukrainian/features-61829345 [in Ukrainian].

Na chvert’ zdorozhchala vartist’ vantazhnyh perevezen’ zaliznyceju u I kvartali
2022 roku [The cost of freight transportation by rail increased by a quarter in the 1st
quarter of 2022]. railexpoua.com. https://railexpoua.com/novyny/na-chvert-zdorozhchala-
vartist-vantazhnykh-perevezen-zaliznytseiu-u-pershomu-kvartali-2022-roku [in Ukrainian].
Zovnishnja torgivlja Ukrai’ny tovaramy u sichni—travni 2022 roku [Ukraine’s foreign
trade in goods in January-May 2022]. ukrstat.gov.ua. https://ukrstat.gov.ua [in Ukrainian].
Ciny tysnut’: jak vijna vplynula na cinnyky v magazynah ta chogo chekaty do kincja
roku [Prices are under pressure: how the war affected the price tags in stores and what
to expect by the end of the year]. rau.ua. https://rau.ua/novyni/cini-vijna-magazinah-
kincja-roku [in Ukrainian].

Received the editorial office 26.07.2022.

Accepted for printing 27.09.2022.
Publication online 23.12.2022.

ISSN 1727-9313; eISSN 2616-5856. SCIENTIA FRUCTUOSA. 2022. Ne 6



