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PUBLIC DEBT MANAGEMENT
OF UKRAINE

The aim of the article is to justify the main
tools for reducing the debt burden on the State
Budget of Ukraine during the war and in the
period of post-war reconstruction, based on the
generalization of the world experience of
restructuring the state debt and providing grant
assistance.

The research is based on the hypothesis of the
need to develop and approve debt cancellation
mechanisms for Ukraine, as well as the
orientation of state policy to achieve an increase
in the share of grant aid in post-war recon-
struction, taking into account world experience,
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YIIPABJITHHSI NEPXABHUM
BOPT'OM YKPAIHMU

Memoio cmammi € 061pyHmMY8aHHs OCHOBHUX
IHCmMpyMenmie 3MeHueHHs O0p206020 HABAH-
maoicennss Ha [lepocasnuii 6100xcem Yrpainu
nio yac 60€HHUX Oili Ma 6 nepioo NiCIA60EHHOL
6100Y006U HA OCHOBI Y3A2aAIbHEHHS CGIMO0BO20
00cBIdy pecmpyKmypusayii 0epicasHozo bopey
ma Hadawmsi 2panmosoi donomoeu. B ocnoey
00CIOMHCeH S NOKAAOEHO 2inome3y npo HeodXio-
Hicmb po3pobnenHs U anpobayii MexaHizmie
cnucawnts 6opzis Yxpainu, a maxodc opienmayii
0€pIICABHOT NOTMUKY HA OOCSCHEHHS 30L1bUIEHHS
yacmKku  2panmosoi 0onomo2u Yy NiCIAGOEHHIL
8I00Y008i 3 YPAXY8AHHAM C8IMO0BO20 00CEi0Y,
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in particular the Marshall Plan (MP). To
achieve the specified aim, the research methods
were used such as: historical, logical, methods
of statistical analysis, synthesis and comparison,
generalization. Given the unprecedented nature
of the destruction caused and the fall in

30kpema naary Mapwanna (IIM). [{na oocsenenns
3a3HAYEHOT Memu BUKOPUCMAHO Memoou O0CIi-
OICeHH S, ICMOPUYHULL, IOSTYHUL, CIAMUCIUYHO20
ananizy, cuumesy I NOPIGHAHHSA, V3A2ATbHEHHSL.
3 oenndy ma 6esnpeyeOeHmHull  Xapakmep
3as0anux pyunyeanv i nadinns BBII Vkpainu €

niocmaeu  HANOAA2AMU HA  CRUCAHHI  OLIbUOT
yacmuHu  3a60peosanocmi  Yipainu  nepeo
MIDICHAPOOHUMU OpeaHizayiamu, eknouro 3 MBD i
Csimosum banxom. [Hworw ckiaooeow npozpamu
pecmpyKkmypuzayii. NOBUHHO CMAMU  3ACMOC)-
BAHHSL 3HUIICOK 00 HOMIHAILHOI cymu 6opey 3a
0ONI2aYITIHUMU NO3UKAMU NPUSAMHUX KPEeOUmo-
pis. Biosnaueno, wjo 6 ymosax akmueHux 60EHHUX
ol Yipaini ooyineho 3anyyamu saxomoza Oinvute
2panmoB020 (QIHAHCYBAHHSL MA 00820CMPOKOBUX
Kpeoumie nio ninweoei 610COmKU.

Ukraine’s GDP, there are reasons to insist on
writing off most of Ukraine’s debt to inter-
national organizations, including the IMF and
the World Bank. The second component of the
restructuring program should be the application
of discounts to the nominal amount of debt for
bond loans of private creditors. It was noted that
in the conditions of active military operations in
Ukraine, it is expedient to attract as much grant
funding and long-term loans at preferential
interest rates as possible.

Knwuyoei crnoea: nepxaBHUi Oopr, mo3u-
KW, TPAHTOBI KOIITH, PECTPYKTypH3alis Oopry,
BITHOBJIEHHS €KOHOMIKH.

Keywords: public debts, loans, grant funds,
debt restructuring, economic recovery.

JEL Classification: F34, F35, H63.

Introduction

The full-scale war has posed unprecedented challenges to the state,
which cause significant damage to the economy and society, and destabilize
the public finance system. Under martial law, it is extremely important to
finance the needs of national defense, fulfill the social functions of the state,
address humanitarian issues, and keep the overall financial and economic
situation under control. Financial support from partner countries and
international institutions is of paramount importance in the face of a
significant decline in real GDP and a growing budget deficit. So far, Ukraine
has managed to keep its debt burden under control, at up to 80% of GDP, but
the war is ongoing, and the corresponding payments on external public debt
will increase, exacerbating the problem of peak debt payments. In these
circumstances, public debt management becomes one of the main tasks, for
which it is important to study the global experience of debt crisis
management and post-war recovery. Particular attention should be paid to the
experience of implementing the Marshall Plan (MP) in the context of the
possibility of borrowing certain financial mechanisms of economic
assistance that would not result in a significant increase in the debt burden.

The problem of public debt management is constantly in the focus of
domestic and foreign economists. Wheeler (2004) identified the main
components of effective public debt management practices, including the
need for clear objectives, an institutional and legal framework, appropriate
quality assurance procedures and checks and balances, and effective
information management systems. Montiel (2005) emphasized that the
optimal debt composition depends on the circumstances of the country, but
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STATE AND ECONOMY

should involve a trade-off between increasing the anti-inflationary credibility
of the government and reducing the budget’s vulnerability to macroeconomic
shocks.

Sadowski (2015) analyzed in detail the state of Ukraine’s external debt
in 2011-2015 and identified the most acute problems of its servicing,
including a large share of short-term external borrowings, insignificant
foreign exchange reserves, and limited access to foreign financial markets as
of 2015. Eichengreen, El-Ganainy, Esteves & Mitchener (2021) justified the
formation of public debt as a natural result of the functioning of public
finances, especially in times of war or pandemics. Such extraordinary
conditions, according to the authors, continue to require states to intensify
public borrowing and increase public debt. Teupe (2020) uses the experience
of the British economic recovery after World War II to answer the question
"How to pay for the war?” emphasizing the importance of an effective public
debt management policy.

Recent publications, such as Ash & Garrard (2023, July 13) and Drea
(2023, January 23), are devoted to finding new approaches to public debt
management in Ukraine, taking into account the extremely complex
problems of financing military expenditures and the prospects for post-war
recovery. Domestic economists have made a significant contribution to the
development of public debt theory. In particular, Fedosov and Kolot (2008)
studied public debt management in the context of risk management.
Vakhnenko (2009) highlighted the peculiarities of public debt formation and
management of its components during the financial crisis. Kucher (2017)
examined the preconditions and consequences of the budget deficit as the
root cause of public debt in the system of financial and credit development
of the economy. Pasichnyi (2018) summarizes the peculiarities of public debt
management policy in Ukraine. Lunina (2022) assessed the potential of
public finances to cover wartime expenditures and post-war recovery in
Ukraine. Bogdan (2022) examines the problems of public debt accumulation
during the war and identifies methods for their post-war settlement. The
publications of 2023 analyzed the parameters and methods of restructuring
the external public debt, concluding that "an important factor in the
protracted nature of the war and the unjustified loss of human life is the lack
of Western military assistance to Ukraine" (Bogdan, 2023a).

Chugunov, Makohon and Markuts (2019) studied the peculiarities of
debt policy in EU countries compared to the debt policy of Ukraine
(Chugunov, Makohon & Markuts, 2019). Continuing the theme, the specifics
of budget policy in war conditions were determined and it was determined
that during 2022, receipts to the consolidated budget of Ukraine from EU
countries, foreign governments, international organizations and donor
institutions reached UAH 481.3 billions or 21.9% of consolidated budget
revenues. Noting that during the last 10 years this indicator did not exceed
1.2% of budget revenues, the authors concluded that this became a significant
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source of replenishing the revenue part of the budget in wartime conditions
(Chugunov et al., 2023).

Zamkova and Hnydyuk (2022), on the basis of a study of the influence
of the state of war in Ukraine on the servicing and repayment of the state
debt, found that "it will be difficult to avoid the restructuring of the state debt
of Ukraine. And here the experience of other countries that have already
experienced external debt restructuring can come in handy, but it must be
based on the active diplomatic support of foreign partners" (Zamkova and
Hnydyuk, 2022). Shemaeva (2022) reviewed the international experience
of public debt restructuring in terms of Ukraine and formulated
recommendations for reducing the critical debt burden, including adopting
a new debt strategy, achieving political support from international partners
to guarantee immunity from default, etc. Kush (2023) substantiates the thesis
about the need to write off part of Ukraine’s debt as a necessary prerequisite
for post-war recovery, otherwise the main budget resources will be spent on
servicing the state debt. Nestor (2022) considered the peculiarities of the MP
in the context of its economic aspect and the advantages and disadvantages
of implementation, conducted an analysis of the distribution of US economic
aid to Europe within the framework of the MP in terms of loans, aid by
articles, and formulated a number of recommendations for the Ukrainian
counterpart of the MP.

At the same time, despite the presence of significant theoretical
development and thorough analytical studies of the main trends in the
formation of debt dependence of Ukraine, the problem of how to ensure the
survival of the country in the conditions of a full-scale war, to implement
financing at a sufficient level of national defense and post-war economic
recovery, taking into account implementing a balanced debt policy. It is
impossible to predict the end of the war, but it is necessary to prepare an
answer to one of the important post-war questions regarding the management
of the debts of the state accumulated during the war.

The aim of the article is to substantiate the main instruments of
management of the State Debt of Ukraine in the context of post-war recovery
prospects. The research presented in the article is based on the hypothesis of
the need to develop and approve debt relief mechanisms of Ukraine, as well
as the orientation of state policy to achieve an increase in the share of grant
aid in post-war reconstruction, taking into account world experience. To
achieve this aim, the following research methods were used: historical,
logical, statistical analysis, synthesis and comparison, summarization of
research materials.

Materials of international databases, including the International
Monetary Fund, analytical reports of the Ministry of Finance of Ukraine, the
Ministry of Economy of Ukraine, the State Statistics Service of Ukraine, and
state institutions became the information basis for the preparation of the
article. The logic of the research consists in considering the debt trajectory of
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Ukraine during the last 10 years, determining the main effects of a full-scale
war on the state of public finances and the debt burden of Ukraine in 2022—
2023, substantiating the possibility of applying mechanisms tested in world
practice to reduce the debt burden, with an emphasis on the need to increase
share of international grant aid, in particular, on the use of experience in the
implementation of MP for Ukraine.

The structure of the main part of the research includes four sections,
the first of which is devoted to the analysis of indicators of the debt trajectory
of Ukraine in 2014-2023, the second to the peculiarities of the impact of the
war on the state of public finances and debt dependence of Ukraine in 2022—
2023. The third section highlights the global experience of reducing debt load
and grant aid. In the fourth, the mechanism for ensuring the transparency and
efficiency of the use of international aid is revealed.

1. Debt trajectory of Ukraine in 20142023

Before a full-scale war, the problem of public debt was not critical, and
the level of public debt remained under control. During 2014-2018, the level of
public debt fluctuated between 70.2% (at the end of 2014) and 60.9% (2018),
and only in 2016 there was a short-term increase in the level of public debt to
81% of GDP. In the following years, the positive trend towards reducing
Ukraine’s debt dependence continued, which is confirmed by the reduction of
the relative level of public debt to 48.9% of GDP in 2021 (Figure I).

——%

120

100

80

60

40

20

0
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

years

*estimated by the IMF

Figure 1. Dynamics of the relative level of public debt
of Ukraine during 2014-2023,% of GDP

Source: calculated by the authors based on data (Official website of the Ministry of
Finance of Ukraine, n.d.; State budget web portal for citizens, n.d.).
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At the same time, in the same year 2021, the USA had a level of public
debt to GDP of 137.2%, Japan — 234.4%, France — 112.9%, Great Britain —
101.9% (Myhal, 2023). Although these indicators significantly exceeded the
normative indicator of the state debt level of 60% of GDP for EU countries,
this did not significantly prevent these developed countries from remaining the
flagships of the world economy.

The dynamics of the state and state-guaranteed debt of Ukraine, starting
from 2014 (annually), is presented in Figure 2.

3500 3319.2
3000 2610,9
2500 ]
2000
1500 13749 13972 S 8 1L 00 ey
1 [ P2 [fiess [ e CoEE [
1000 766,71 7714 )0 %
500 o o L o L e .:.:%_.:.:
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B External debt, in UAH billion HInternal debt, in UAH billion

Figure 2. Dynamics of external and internal debts of Ukraine for 2014-2023,
UAH billion

Source: calculated by the authors based on data (Official website of the Ministry of Finance
of Ukraine, n.d.; State budget website for citizens, n.d.).

2. The impact of the war on the state of public finances and debt
dependence of Ukraine in 2022-2023

With the beginning of the war, due to the need to finance military
needs and increased costs to support citizens who lost their homes and jobs,
government spending began to grow at a high rate. The state’s ability to
generate budget revenues has significantly decreased, which prompted an
urgent search for sources of funding for state expenditures. During March-
December 2022, UAH 562.9 billion or 46.4% was raised from external
sources, which became the main source of financing the state budget in 2022.
At the same time, 33% of the budget financing was provided by the NBU
through the direct purchase of military bonds, 20.6% of the financing was
raised by the government at auctions with placement of OVDP, most of
which were purchased by commercial banks. During 7 months of 2023, the
volume of state debt continued to increase (Figure 3), mainly due to external
borrowing.
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Figure 3. Public debts’ increase of Ukraine during 2023

Source: calculated by the authors based on data (Official website of the Ministry of
Finance of Ukraine, n.d.; State budget web portal for citizens, n.d.)

As of the end of March 2023, the external debt was about 65% of the
state and guaranteed debt. More than half of it are preferential long-term loans
from donors and other countries (EU, IBRD, IMF, Canada and EIB — the
largest creditors of the state), which are provided on exceptionally favorable
terms with a repayment period of up to 35 years, grace periods for repaying
the body of the loan up to 10 years and at low interest rates (Figure 4).
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Figure 4. The structure of the state and guaranteed debt of Ukraine,
March 31, 2023

Source: calculated by the authors based on data (Official website of the Ministry of Finance
of Ukraine, n.d.; State budget web portal for citizens, n.d.).
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There is also debt for Eurobonds and commercial loans from banks
and other foreign financial institutions. The largest domestic creditor of the
government, which holds almost half of DSLB, is the National Bank of
Ukraine, and about 30% is held by state banks, the rest is distributed among
private commercial banks, companies, non-residents and the population.

According to the Law of Ukraine on the State Budget of Ukraine,
in 2023, the maximum amount of public debt was to be UAH 6.2 trillion
or USD 152.3 billion, according to the forecast rate of the IMF
(1 USD =40.7 UAH). According to IMF estimates, by the end of 2022, the
ratio of public debt to GDP should be 81.7% (according to the Ministry of
Finance, the public debt of Ukraine increased to 78.5% of GDP), and
in 2023 — to 98.3%. The state spends more than half of its funds on national
defense and security, and its own revenues are only enough to cover them.
To finance all other areas, including education, health care, the government
resorts to attracting funds in the form of grants and loans.

According to the Ministry of Finance of Ukraine, during January—June
2023, the State Budget of Ukraine was financed by UAH 879.1 billion, of
which UAH 593 .4 billion was provided by external sources (7able 1).

Table 1
Funding of the State Budget of Ukraine for January—June 2023, UAH billion

State Budget Financing Sources of Ukraine Internal External
sources sources

DSLB Placement 285.7 -
Macro-ﬁnancifal assistance in aqcordance with the Memorandum 3570
of Understanding between Ukraine and the EU )
Funds from the IMF under the four-year EFF Enhanced Financing 131.4
Program )
Government of Canada loan 64.2
IBRD loan (as part of the project "Supporting public expenditures 183

to ensure sustainable public administration in Ukraine")
MAR loan 16.1
IBRD loan (as part of the project "Acceleration of Investments in
the Agriculture of Ukraine")

IBRD loan (as part of the project "Strengthening the health care
system and saving lives")

IBRD loan (within the framework of the project "Additional
financing of the Project to improve health care at the service of 0.2
people"
Together for January—June 2023 879.1

4.8

1.3

Source: calculated by the authors based on data (Official website of the Ministry of Finance
of Ukraine, n.d.; State budget website for citizens, n.d.).

According to the estimates of the Ministry of Economy of Ukraine,
the size of the state debt in 2023 will exceed the nominal size of the gross
domestic product and will amount to 102% of GDP, provided that the
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promised funds are received in the form of loans, which means an increase
in the debt burden on the budget, problems of peak payments in the
conditions of a protracted war. So far, Ukraine has managed to keep the debt
burden at a manageable level of less than 80% of GDP, and thanks to the help
of partners and the support of creditors during the war, the issue of debt
payments is not yet acute, but everything may gradually change, in particular
in 2024-2027, the forecast payments on Ukraine’s external debt will amount
to 6% of GDP in 2022, and the problem of peak payments appears to be much
more important than the issue of the general level of indebtedness relative to
the size of the economy.

According to the Ministry of Finance of Ukraine, an increasing share
of resources can be attracted in the form of non-refundable financial aid
(grants), which are a tool for covering the budget deficit without increasing
the country’s debt burden. A large amount of international financial support
in the form of grants (USD1 7.7 billion from February 2022 to March 2023)
made it possible to slow down the growth of the debt burden. From the
beginning of the full-scale war until the end of 2022, Ukraine received
UAH 480.6 billion in grants, thanks to which social needs, wages, medical
services, and assistance to temporarily displaced persons were financed (7able 2).
In some months (in particular, in July and September 2022), up to 100%
of the received aid came in the form of grants, which is a positive trend.

Table 2
Loans and grants received by Ukraine in 2022
Grant funds Credit funds
Month — —

UAH billion % UAH billion %
March 3.6 3.6 95.4 96.4
April 6.6 19.9 26.5 80.1
May 30.9 52.6 27.9 47.4
June 38.0 38.6 60.5 61.4
July 81.9 99.9 0.1 0.1
August 109.9 64.0 61.8 36.0
September 73.1 100.0 0.0 0.0
October 0.0 0.0 1359 100.0
November 0.0 0.0 94.7 100.0
December 136.0 69.4 69.4 30.6

Source: calculated by the authors based on data (Official website of the Ministry of Finance
of Ukraine, n.d.; State budget website for citizens, n.d.).

According to the Ministry of Finance of Ukraine, in January—July
2023 the funds received by Ukraine in the form of international aid (grants) —
UAH 317.2 billion, while the largest donor of grant support in January—July
2023 is the United States of America (UAH 310.8 billion). In 2023, Ukraine
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received USD 9.7 billion in direct budget support from the United States in
the form of grants (Government Courier, 2023).

Ukraine also received funding from Germany on an irrevocable basis.
Spain, Finland, Ireland, Switzerland, Belgium, Iceland with a total volume of
up to UAH 6.4 billion. The funds are directed to the State Budget of Ukraine
through the World Bank trust fund within the framework of the PEACE
project. The purpose of the project is partial compensation of state budget
expenditures, in particular, social and humanitarian expenditures that are not
related to the security and defense sector. In September 2023 through this
target fund, the State Budget of Ukraine received a grant from the USA in
the amount of USD 1.25 billion, which is part of the fifth additional financing
within the framework of the World Bank project "Supporting public
expenditures to ensure sustainable public administration in Ukraine"
(PEACE in Ukraine). The purpose of the project is partial compensation of
state budget expenditures, in particular, social and humanitarian expenditures
that are not related to the security and defense sector. Funding raised is
directed to provide pension payments, payments to employees of the State
Emergency Service, salaries of medical workers who provide services under
the medical guarantee program, civil servants and teaching staff (Official
website of the Ministry of Finance of Ukraine, n.d.).

The general picture is complemented by the data of the Kiel Institute of
World Economy, given by Bohdan (2023b), according to which estimates of the
value of military, financial and humanitarian aid from allied states during
February 24, 2022 — May 31, 2023, amounted to EUR 165.4 billion in terms
of liabilities. This amount covers military, humanitarian and financial assistance
of state institutions; it does not include private donations, expenses for the
maintenance of refugees and aid to Ukraine from international organizations. If
to the specified EUR 165.4 billion of aid, state aid is added, taking into account
the costs of maintaining refugees in host countries (EUR 57.9 billion), the
amount of support for Ukraine will amount to EUR 222.4 billion. These amounts
refer to bilateral aid to Ukraine from allied states and do not include funding from
international institutions — the IMF, the World Bank, the United Nations and the
EBRD, which additionally allocated EUR 12.8 billion to Ukraine.

Thus, the full-scale war caused an active accumulation of public debt,
contributed to the intensification of grant-credit support from external
creditors, and stimulated a significant increase in the yield of foreign loan
bonds and the issuance of internal military bonds by the Government.

3. World experience in debt reduction and grant assistance

Repko and Samoiluk (2023) consider attracting international aid in the
form of grants and cheap and long loans as factors for reducing the debt
burden; the policy of "financial repression", when debt rates are lower than
inflation, economic growth; primary budget surplus; debt restructuring;
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as well as privatization of state assets and reparations from the aggressor
country. Agreeing with this vision, we note that not all of the proposed tools
can be used before the end of the hot phase of the war, in particular economic
growth, budget surplus, privatization of state assets, and can be used only
after its end.

3.1 International practices of settling debt crises

Debt restructuring is an effective tool for resolving debt crises. In his
research, T. Bohdan cites IMF data, which show that during 1950-2021,
709 cases of restructuring in 115 countries were recorded in the world. The
average percentage reduction in the debt ratio after restructuring was 15% of
GDP in emerging market countries and 18% of GDP in low-income countries
(Bogdan, 2023a). The same opinion is held by Eon Drea (Drea, 2023):
"Uncomfortable as it may be, Brussels and Berlin know very well that it was
the debt relief granted to Germany in the late 1940s that laid the foundation
for Europe’s postwar economic miracle: a return to economic growth that
eventually led to the establishment of the prosperous European Economic
Community in 1957" (Drea, 2023).

The historical experience of countries that have experienced armed
conflicts over the last dozen years (Afghanistan, Iraq, Egypt) shows that such
countries actively use debt restructuring under the conditions of its partial
write-off. Thus, in 2010, the World Bank, the IMF and the creditor states
approved a decision to ease Afghanistan’s external debt in the amount of
USD 1.6 billion. The USA is a war-torn country. The total amount of debt
relief consisted of writing off the nominal amount of debt payments under
the global Heavily Indebted Poor Countries (HIPC) Initiative, the
Multilateral Debt Relief Initiative and the debt to the Paris Club of Creditors,
which in November 2003 decided to give Iraq 80% debt relief and called on
other commercial and official creditors to write off the debt on comparable
terms. As a result of concerted actions, the stock of debt to the Paris Club of
Creditors alone was reduced by USD 7.8 billion.

In 1991, 20.2 billion dollars were written off to Egypt as US foreign
debt for participation in the anti-Iraq coalition during the Persian Gulf War.
The Paris Club agreed to reduce Egypt’s debt by 50% over three years,
subject to progress on reforms agreed with the IMF. 15% of Egypt’s debt was
to be written off immediately, 15% after 18 months and 20% at the end of
the 3-year term (Bogdan, 2023a).

Based on a comprehensive analysis of debt sustainability, Bohdan
established what should be the amount of debt discounting/write-off to
restore the stability of Ukraine’s financial position. The overall assessment
of risks based on three forecast scenarios made it possible to conclude that
the implementation of the assumptions of the base scenario and the negative
scenario will lead the country to a debt crisis. Only the application of
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corrective policy measures in the form of positive shocks (increase in
grants + debt write-off) is highly likely to ensure the solvency of the state and
maintain macro-financial stability, which cannot be disagreed with (Bogdan,
2023a).

Given the unprecedented nature of the destruction caused and the fall
in Ukraine’s GDP, there are reasons to insist on writing off most of Ukraine’s
debt to international organizations, including the IMF and the World Bank.
The second component of the restructuring program should be the application
of discounts of 50-60% to the nominal amount of debt for bond loans of
private creditors.

3.2.  The experience of implementing the Marshall Plan and new
approaches to financing post-war reconstruction

Considering the international experience, emphasis is placed on the
experience of countries after the Second World War, reparations as a source
of financial resources and grants as a long-term source of financial resources.
Recently, at various levels, it is increasingly possible to hear about PM for
Ukraine. The experience of the implementation of the PM requires careful
study in the context of the possibility of introducing certain of its tools for
the recovery of Ukraine. Undoubtedly, the PM for Ukraine will be
significantly different, if only because the PM had one US donor and
17 recipient countries. Ukraine will receive aid from a large number of
donors, but the main principles — the validity and expediency of requests, the
transparency of the distribution of funds provided by donors, the clarity of
accounting and analytical support, the targeted use of received funds — must
be respected. Only this will make it possible to minimize corruption and
achieve the necessary level of trust between donors and the recipient —
Ukraine. The following indicators are particularly important for the study:
the achievement of the objectives of the PM was ensured by a combination
of 90% grants and 10% loans, as well as by regulating the use of funds from
auxiliary partnership funds in local currency. During 1948—1952, the United
States provided aid to Europe in the amount of more than USD 13 billion, of
which grants amounted to more than 11 billion, and loans — more than
1 billion (Nestor, 2022, pp. 90-91).

Taking into account the existing global experience of using
international technical assistance, more and more researchers note the need
to use this tool in the conditions of Ukraine. In particular, Larikova draws
attention in her research to the fact that "in order to restore the
competitiveness of the domestic economy disrupted by military actions, it is
necessary to provide compensation for the damage caused and the restoration
of damaged and destroyed objects" (Larikova, 2022, p. 81). Already in 2022
aid from the USA, EU, Germany, Canada, and Great Britain accounted for a
third of the expenditures of the consolidated budget of Ukraine. During 2023,
aid is provided for almost all sectors of the economy and social life by more
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than 20 countries, as well as such international organizations as the UN,
World Bank, EBRD. The scale and sources of assistance are indicated by the
data in the Table 3.

Table 3
Financial, humanitarian and military aid to Ukraine from allied states in
24.02.2022-31.05.2023, EUR billion (obligations to provide)

. Financial Humani- Military Help
A country or group of countries Aid tarian help aid together
EU, collective institutions and 32.8 7.6 28.0 68.4
member states
Anglo-Saxon countries 31.6 43 51.3 87.2
including USA 24.3 3.6 42.8 70.7
Great Britain 3.9 0.3 6.6 10.7
Canada 34 0.4 1.5 5.3
Australia 0.0 0.0 0.1 0.1
Total bilateral donors 71.3 13.7 80.4 165.4
Multilateral donors (IMF, UN,
EBRD, World Bank Group) 12.8 0.0 0.0 12.8

Source: (Bohdan, 2023b).

Western researchers insist that the situation with Ukraine requires new
approaches. We fully agree with E. Drea’s opinion that "economically
devastated Ukraine needs a debt agreement to achieve future peace — and
grants, not loans" (Drea, 2023). T. Ash and A. Garard (2023) suggest a
creative approach to the issue of Ukraine’s debt, stressing that public and
private sector creditors should work together. The scale of Ukraine’s post-
war recovery, according to scientists, "will require a creative approach to debt
and its sustainability, as well as a higher level of partnership and trust
between official and private creditors." Researchers insist on the "inevitable
need for a large financial contribution due to frozen Russian assets" (Ash &
Garrard, 2023). In addition, they consider a combination of traditional debt
relief measures with a new monetary component as one of the solutions.

Proceeds from the new lending will ensure positive cash flows from
the private sector over the duration of the IMF’s Extended Financing Facility
program, provide liquidity to manage public liabilities, and provide
significant capital to finance the budget. The understanding of the private
sector role is achieved that will play in the financing of Ukraine’s public
sector starting in 2024, which inextricably links the settlement of legacy debt
with new monetary commitments, which is critical to restoring Ukraine’s
credit rating and complementing future private investment initiatives into the
real sector of the economy (Ash & Garrard, 2023).
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4. How to ensure the transparency and efficiency of the use of in-
ternational aid

What stands in the way of further expansion of assistance to Ukraine?
In addition to the fact that considerable hard diplomatic work is needed to
attract international aid, to create an atmosphere of trust and cooperation with
potential partners, it is extremely important to ensure transparency and
efficiency of the use of the funds involved. Not having a comprehensive
answer to the question of how to ensure this, we note that we can agree with
T. Larikova, who considers one of these obstacles to be the irregularity of the
order of cooperation of international donors, central and local authorities on
attracting international technical assistance (Larikova, 2022). Recipients and
beneficiaries of international aid — both humanitarian and technical — can be
ministries, other central bodies of state administration and local self-
government.

Managers of budget funds as budget institutions can receive
international assistance in monetary, material form or in the form of
performance of works, provision of services. If a specific goal is not specified
in the contract, the issue of target orientation is decided by the head of the
institution according to the priority needs. The accounting of used funds is
assigned to the duties of the recipient — manager of budget funds. Thus, legal
and organizational gaps in the regulatory framework, designed to ensure clear
accounting and analytical support for the targeted use of the aid received,
inhibit the processes of its further increase. In order to ensure the
transparency of the evaluation indicators of the targeted and effective use of
the involved international aid, it is necessary to develop Methodological
recommendations for the accounting and analytical support of the
involvement and use by managers of budgetary funds of international
technical aid and other relevant regulatory documents.

It should be noted that work is underway to ensure monitoring, control
and minimization of corruption when using international aid. In particular,
the Law of Ukraine dated 14.04.2022 No. 2192-1X provides that during the
period of martial law in Ukraine, grants for budget support, attracted from
foreign countries, foreign financial institutions and MFIs, are credited to the
general fund of the State Budget of Ukraine (Law of Ukraine " On
Amendments to Chapter VI "Final and Transitional Provisions" of the Budget
Code of Ukraine and Chapter XX "Transitional Provisions" of the Tax Code
of Ukraine", 2022). Amendments to the relevant concluded international
treaties of Ukraine are carried out by the Ministry of Finance of Ukraine by
decision of the Cabinet of Ministers of Ukraine. On December 14, 2022, the
European Parliament and the Council of the European Union adopted the
Regulation on the creation of an instrument for providing support to Ukraine
for 2023 (Regulation (EU) 2022/2463) on providing Ukraine with Union
support in the form of loans of up to EUR 18 billion, non-refundable support
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depending on funding opportunities and interest rate subsidies in the context of
full-scale war (Official website of the Ministry of Finance of Ukraine, n.d.). The
signed Memorandum of Understanding between Ukraine as the Borrower
and the European Union as the Lender provides for the allocation of any
tranche of aid conditional on the satisfactory fulfillment of reporting
requirements and satisfactory progress in implementing the conditions. The
state authorities of Ukraine undertake to ensure to the European Union the
effective, transparent and accountable use of the financial support received
under this instrument.

Conclusions

The full-scale war caused an active accumulation of public debt,
contributed to the intensification of grant-credit support from external
creditors; and stimulated a significant increase in the yield of foreign loan
bonds and the issuance of internal military bonds by the Government. The
study of the world experience in the settlement of debt crises gives reason to
believe that Ukraine should insist on the restructuring of the external debt on
the terms of write-off, as it happened in Afghanistan, Iraq, Egypt and other
countries. Given the unprecedented nature of the destruction caused and the
fall in Ukraine’s GDP, there are reasons to insist on writing off most of
Ukraine’s debt to international organizations, including the IMF and the
World Bank.

The second component of the restructuring program should be the
application of discounts of 50-60% to the nominal amount of debt for bond
loans of private creditors. In the context of the future reconstruction of
Ukraine’s economy, it is worth considering that the achievement of the goals
of the Marshall Plan was ensured by a combination of 90% grants and 10%
loans, as well as by regulating the use of auxiliary partnership funds

It was determined that during the war, it is advisable for Ukraine to
attract as much grant funding and long-term loans at preferential interest rates
as possible. In addition, new approaches are needed to ensure financing of
Ukraine’s post-war reconstruction, in particular at the expense of frozen
Russian assets, as well as attracting private capital to finance the public sector
of Ukraine. Considerable persistent diplomatic work is needed to attract
international aid, to create an atmosphere of trust and cooperation with
potential partners, and it is extremely important to ensure transparency and
efficiency of the use of the funds involved. In order to ensure the transparency
of the evaluation indicators of the targeted and effective use of the
international aid involved, it is necessary to develop Methodological
recommendations for accounting and analytical support of the involvement
and use by managers of budget funds of international aid and other relevant
regulatory and legal documents.

After the end of the war, it is necessary to carry out a set of financial
and budgetary measures for economic growth, recovery of the economy, and
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at the same time to increase the level of effectiveness of budget expenditures
and the efficiency of the use of budget funds.

The prospects for further scientific research are in the formation of the
main directions of the state financial policy for the restoration of the
economy, infrastructure, human potential, and management of the State Debt
of Ukraine, taking into account the provisions of the budget-tax adaptive
architecture, dynamic financial-budgetary, socio-economic, demographic,
state and territorial balances.

CIIMCOK BMKOPUCTAHMUX IXEPEJ REFERENCE

Ash, T. & Garrard, A. (2023, 13 July). It’s time to : Ash, T. & Garrard, A. (2023, 13 July). It’s time to get
get creative on Ukraine’s debt. OMFIF — Official : creative on Ukraine’s debt. OMFIF - Official
Monetary and Financial Institutions Forum. : Monetary and Financial Institutions Forum.
https://www.omfif.org/2023/07/its-time-to-get- https://www.omfif.org/2023/07/its-time-to-get-
creative-on-ukraines-debt/ creative-on-ukraines-debt/

Eichengreen, B., El-Ganainy, A., Esteves, R. & : Eichengreen, B., El-Ganainy, A., Esteves, R. &
Mitchener. K. J. (2021). In Defense of Public Debt. | Mitchener. K. J. (2021). In Defense of Public Debt.
Oxford University Press, 320 p. https:/www.econ. | Oxford University Press, 320 p. https://www.econ.
berkeley.edu/biblio/defensepublic-debt berkeley.edu/biblio/defensepublic-debt

Chugunov, 1., Makohon V., & Markuts, Y. (2019). : Chugunov, 1., Makohon V., & Markuts, Y. (2019).
Features of EU and Ukraine debt policy. /nvestment : Features of EU and Ukraine debt policy. Investment
Management and Financial Innovations, 16 (4), | Management and Financial Innovations. 16 (4), 254-
254-261. 261.

Chugunov, I., Makohon, V., Titarchuk, M., : Chugunov, I., Makohon, V., Titarchuk, M., &Krykun
&Krykun T. (2023). The budget policy of Ukraine : T.(2023). The budget policy of Ukraine under martial
under martial law. Public and Municipal Finance, : law. Public and Municipal Finance, 12(1), 1-11.

12(1), 1-11.

Drea, E. (2023, 23 January). The EU is leading . Drea, E. (2023, 23 January). The EU is leading
Ukraine into a sovereign debt crisis. Politico. | Ukraine into a sovereign debt crisis. Politico.
https://www.politico.eu/article/european-union- https://www.politico.eu/article/european-union-
ukraine-war-debt-crisis-aid-loans-18-billion/ ukraine-war-debt-crisis-aid-loans-18-billion/

Montiel, P. (2005). Public Debt Management and : Montiel, P. (2005). Public Debt Management and
Macroeconomic Stability: An Overview. The : Macroeconomic Stability: An Overview. The World
World Bank Research Observer, World Bank : Bank Research Observer, World Bank Group, 20(2),
Group, 20(2), 259-281. 259-281.

Sadowski, R. (2015). Ukraine on the financial : Sadowski, R. (2015). Ukraine on the financial front —
front — the problem of Ukraine’s foreign public : the problem of Ukraine’s foreign public debt. Centre
debt. Centre for Eastern Studies. https://www.osw. : for Eastern Studies. https://www.osw.waw.pl/en/
waw.pl/en/publikacje/osw-commentary/2015-08- publikacje/osw-commentary/2015-08-05/ukraine-
05/ukraine-financial-front-problem-ukraines- financial-front-problem-ukraines-foreign-public-
foreign-public-debt debt

Teupe, S. (2020). Keynes, inflation and the public : Teupe, S. (2020). Keynes, inflation and the public
debt: How to Pay for the War as a policy prescription for | debt: How to Pay for the War as a policy prescription
financial repression? Financial History Review, 27/2,  for financial repression? Financial History Review.
187-209. https://www.cambridge.org/core/journals/ : 27/ 2, 187-209. https://www.cambridge.org/core/
financial-history-review/article/keynes-inflation- : journals/financial-history-review/article/keynes-
and-the-public-debt-how-to-pay-for-the-war-as- inflation-and-the-public-debt-how-to-pay-for-the-
a-policy-prescrip war-as-a-policy-prescrip

Wheeler, G. (2004). Sound Practices in : Wheeler, G. (2004). Sound Practices in Government
Government Debt Management, World Bank, : Debt Management, World Bank, Washington, D.C.
Washington, D.C. https://www.worldbank.org/ @ https://www.worldbank.org/doi/abs/10.1596/0-
doi/abs/10.1596/0-8213-5073-0 8213-5073-0

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 19



STATE AND ECONOMY

Borgan, T. I1. (2022). lepxaBHuii 60pr i MO3UKH
Mg 9ac BIHHM Ta METOAM IX IIOCT BOEHHOTO
BperymroBanHs. Pinancu Yrpainu, 4, 27-45.

Borpan, T.I1. (2023a, 9 TpaBus). PecTpykrypu3zamis
30BHIIIHBOTO  JIep)KaBHOrO OOpry: HeoOXinHi
napaMeTpu Ta Haciuiaku. https://lb.ua/economics/
2023/05/09/554363 restrukturizatsiya zovnishnog
o0.html

Bogdan, T. P. (2022). Public debt and loans during
the war and methods of their post-war settlement.
Finances of Ukraine, 4, 27-45.

Bogdan, T. P. (2023, 9 May). Restructuring of
external public debt: necessary parameters and
consequences.  https://Ib.ua/economics/2023/05/09/
554363 _restrukturizatsiya zovnishnogo.html

borman, T.II. (2023b, 26 numnus). BilickkoBo-
EGKOHOMIYHa JomoMora 3axofdy: HiATpHMyBaJlbHA
Tepartis 3a fedirury mikiB. https:/Ib.ua/economics/
2023/07/26/567143_viyskovoekonomichna_dopo
moga.html

Bogdan, T. P. (2023, 26 July). Western military
and economic aid: maintenance therapy for
drug shortages https://Ib.ua/economics/2023/07/26/
567143 _viyskovoekonomichna_dopomoga.html

Baxnenxo, T. I1.(2009). OcobmuiBocti (hopMyBaHHS
JIepXKaBHOTO OOPry Ta yHpaBIiHHS HOrO CKJIaJ0BUMHU
B miepion (hiHaHCOBO1 Kpu3u. Dinarncu Yrpainu, 6, 14-
28. http://nbuv.gov.ua/UIRN/Fu_2009 6 3

Vakhnenko, T. P. (2009). Peculiarities of formation
of public debt and management of its components
during the financial crisis. Finances of Ukraine, 6, 14-
28. http://nbuv.gov.ua/UJRN/Fu_2009 6 3

3amkoBa, H., & T'mmumrox, 1. (2022). [lepxaBHuit
Ooopr VYkpaiHu 3a MacmTabHOI Kpm3u. Scientia
Fructuosa, 144(4), 110-121. https://doi.org/ 10.31617/
1.2022(144)08

Zamkova, N.L., & Hnydyuk, I.V. (2022). Public debt
of Ukraine during the large-scale crisis. Scientia
Fructuosa, 4, 110-121.

Kyuep, I'.B. (2017). Broomxernuii nedinur B
cucteMi (piHAaHCOBO-KPEIUTHOTO PO3BUTKY SKOHO-
Mmiku. biznec Ingpopm. 11, 335-340.

Kucher, G.V. (2017). Budget deficit in the system of
financial and credit development of the economy.
Business Inform. 717, 335-340.

Kym, 0.(2023, 24 ksitHs). Yn Mae Ykpaina nmpaBo
Ha CHMCAaHHS JepxaBHOro Oopry. IaBkowm.
https://glavcom.ua/columns/olexkush/chi-maje-
ukrajina-pravo-na-spisannja-derzhavnoho-borhu-
923228.html

Kush, O. (2023, 24 April). Does Ukraine have the
right to cancel the state debt.
https://glavcom.ua/columns/olexkush/chi-maje-
ukrajina-pravo-na-spisannja-derzhavnoho-borhu-
923228.html

Jlapikoa, T.B. (2022). OGnikoBO-aHANITHYHE
3a0e3neyeHHs 3aIydeHHs Ta BUKOPHCTAHHS MiX-
HApPOAHOI TEXHIYHOI JOMOMOTH PO3IOPSAHHUKAMH
OrO/KeTHUX KOWITIB. Dinancu Yrpainu, 11,78 -94.

Larikova, T.V. (2022). Accounting and analytical
support for the involvement and use of international
technical assistance by managers of budget funds.
Finances of Ukraine, 11,78 -94.

Jlynina, 1.O. (2022). ITotenuian myOmivyanx ¢diHaH-
ciB 1 3a0e3neueHHs BUAATKIB BOEHHOTO MEpioay
Ta NOCTBOEHHOTO BiHOBIEHHS YKpainu. Dinancu
Yxpainu, 8, 7-26.

Lunina, 1.O. (2022). The potential of public finances
to support the expenses of the war period and the
post-war reconstruction of Ukraine. Finances of
Ukraine, 8, 7-26.

Murane, M. (2023, 8 ororo). VYmpapiiHHS
JIepYKaBHUM OOProM: CBITOBHIA JOCBIJ JIS Y KpaiHH.
Exonomiuna npasoa. https://www.epravda. com.ua/
columns/ 2023/02/8/696799

Myhal, M. (2023, 8 February). Public debt
management: global experience for Ukraine.
https://www.epravda.com.ua/columns/
2023/02/8/696799

Hectrop, 0O.}0. (2022). OcobmuBocti Ilnany
Mapmaniga B KOHTEKCTI HOTOo EKOHOMIYHOTO
aclleKTy 1 mepeBar Ta HENOJIKIB peaizarii.
Qinancu Yxpainu, 9, 79-97.

Odiuiitanii caiiT MinictepcTBa dinanciB Ykpainu.
https://www.mof.gov.ua/uk

Nestor, O.Yu. (2022). Peculiarities of the Marshall
Plan in the context of its economic aspect and
advantages and disadvantages of implementation.
Finances of Ukraine, 9, 79-97.

Official website of the Ministry of Finance of
Ukraine. https://www.mof.gov.ua/uk

Maciuumit, M. JI. (2018). IMomiTuka yupaBiiHHS
nepxkaBHUM Ooprom. Bicnux Kuis. uay. mope.-
exoHu. yH-my, 5, 19-34

Pasichnyi, M.D. (2018). Policy of public debt
management. Visnyk Kyiv. national trade- economy
university, 5, 19-34.

Penko, M., Camoiiniok, M., & Tominina, M. (2023).
VYupaBniHHA Jep:kaBHUM OoproM YkpaiHu Imif gac
BilfHU 1 IICIIIBOEHHUN nIepion. Ananimuynuil 36im.
https://ces.org.ua/wp-content/uploads/2023/05/

upravlinnya-derzhavnim-borgom-ukra%D1%97ni-
pid-chas-vijni-ta-pislyavo%D1%94nnij-period.pdf

Repko, M., Samoiluk, M., & Tomilina, M. (2023).
Management of the public debt of Ukraine during
the war and the post-war period.Analytical
report.https://ces.org.ua/wp-content/uploads/2023/05/
upravlinnya-derzhavnim-borgom-ukra%D1%97ni-
pid-chas-vijni-ta-pislyavo%D1%94nnij-period. pdf

20 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 1



STATE AND ECONOMY

Vpsinoeuit  kyp’ep (2023, 22 Bepechsi). I'pant : Government Courier. (2023, 22 September). The
Crnonygennx  Illrarie  pgomomoke  Oromkery. : United States grant will help the budget.
http://ukurier.gov.ua/uk/news/grant-spoluchenih- http://ukurier.gov.ua/uk/news/grant-spoluchenih-
shtativ-dopomozhe-byudzhetu/ shtativ-dopomozhe-byudzhetu/

®enmocoB, B.M., & Komor, O.A. (2008). : Fedosov, V. M., & Kolot, O. A. (2008). Public debt
VYupaBniHHA JepkaBHUM OOproM y KOHTEKCTi : management in the context of risk management.
PU3UKMEHEIKMEHTY. Dinancu Ykpainu, 3, 3-30. Finances of Ukraine, 3, 3-30.

lemaesa, JLI. (2022). Moiknapomamii mocsin : Shemaeva, L.G. (2022). International experience of
pecTpyKTypH3artii iepxxaBHOro 6opry y BuMipi Ykpainn. : public debt restructuring in the dimension of Ukraine.
HartionapHuit  iHCTUTYT cTpateriunux jgociipkenb. : National Institute of StrategicStudies.https://niss.gov.ua/

https://niss.gov.ua/doslidzhennya/ekonomika/ doslidzhennya/ekonomika/mizhnarodnyy-dosvid-
mizhnarodnyy-dosvid-restrukturyzatsiyi- restrukturyzatsiyi-derzhavnoho-borhu-u-vymiri-
derzhavnoho-borhu-u-vymiri-ukrayiny ukrayiny

JlepxaBHuit BeOmopTan OrokeTy ais rpoManasH. - State  budget web  portal  for  citizens.
https://openbudget.gov.ua https://openbudget.gov.ua

3akoH Ykpainu "[Ipo BHeceHHs 3miH 10 po3ainy VI : Law of Ukraine "On Amendments to Section VI
"IMpuxinnesi ta nepexinxi nmonoxenus" bromker- | "Final and Transitional Provisions" of the Budget
Horo konekcy Ykpainu ta po3ainy XX "[lepexigni : Code of Ukraine and Section XX "Transitional
monoxeHHs" [lomatkoBoro koxmekcy VYkpainn" : Provisions" of the Tax Code of Ukraine" (2022).
(2022) Ne 2192-IX. https://zakon.rada.gov.ua/laws/ : Ne 2192-IX. https://zakon.rada.gov.ua/laws/show/
show/ 2192-20#Text 2192-20#Text

Conflict of interest. The authors certify that don’t they have no financial or non-financial interest in the
subject matter or materials discussed in this manuscript; the authors have no association with state bodies,
any organizations or commercial entities having a financial interest in or financial conflict with the subject
matter or research presented in the manuscript. Given that one of the authors are affiliated with the
institution that publishes this journal, which may cause potential conflict or suspicion of bias and therefore
the final decision to publish this article (including the reviewers and editors) is made by the members of the
Editorial Board who are not the employees of this institution.

The authors received no direct funding for this study.

The contribution of the authors is equal.

Chugunov I., Prutska O., Nikitishin A. Public debt management of Ukraine. Scientia fructuosa. 2024. Ne 1. S. 4-21.
https://doi.org/10.31617/1.2024(153)01.

Received by the editorial office 18.10.2023.
Received after revision 03.11.2023.
Accepted for printing 29.12.2023.
Published online 16.02.2024.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 21



STATE AND ECONOMY

DOI: 10.31617/1.2024(153)02
UDC 338.242(477)=111

KOROHOD Alona,

Master, PhD student of the

Department of World Economy

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

ORCID: 0000-0003-3566-8038
A.Korohod@knute.edu.ua

ECOTRANSFORMATION
OF THE UKRAINIAN
ENERGY SECTOR

The research has been focused on analyzing
the stages of formation of Ukraine’s energy
sector and its transformation in the context of
full-scale military aggression from Russia.
Considering the significance of energy for
national security and economic growth, the
article is emphasized the perspectives for green
development during wartime. Specifically, it is
examined the readiness of the energy sector to
implement renewable energy sources and green
technologies in the context of global challenges
and the need to reduce dependence on
traditional energy sources. The research is
highlighted the interrelation between consumer-
conscious development and stimulating innova-
tion in the energy sector during crises. The
relevance of the research is driven by global
trends, climate changes, and the necessity for
reforms in the energy sector. The hypothesis is
suggested that the war may serve as a catalyst
for implementing green development strategies
and transitioning to renewable energy sources.
The methodology is included an analysis of the
stages of formation and the current state of the
energy sector during military actions, as well as
its preparedness for the implementation of
environmentally friendly technologies. The re-
sults of the research are confirmed that the
conscious development of consumers, focused on
supporting green initiatives, it can be a key
factor in the development of the renewable
energy sector in the conditions of geopolitical
uncertainty.

Keywords: energy sector, energy security,
renewable energy sources, decarbonization.

JEL Classification: F29, Q40, Q42, Q48.

22

KOPOI'OJI AiboHa,

Marictp, acmipaHT kadeapu cBiTOBOi eKOHOMIKI
JlepkaBHOTO TOPrOBEILHO-CKOHOMIYHOTO
YHIBEpCHUTETY

By Kioto, 19, M. Kuis, 02156, Ykpaina

ORCID: 0000-0003-3566-8038
A.Korohod@knute.edu.ua

EKOTPAHC®OPMAIIIS
EHEPTETUYHOT'O
CEKTOPA YKPAIHM

Jlocniooicennsi  30cepeddicene  HA  AHANIZL
emanie (OpMy6anHsa eHepeemuyHO20 CEeKmopa
Yxpainu ma tioeo mpancgopmayii' y konmexcmi
NnoBHOMAaCUWMabHOI B0EHHOI azpecii 3 OOKY poci.
3 ypaxyeanuam eadxciusocmi enepeemuxu O0s
HayionanbHoi 6e3nexu ma eKOHOMIYHO20 3po-
CMAHHA AKYEeHMOBAHO Y8a2y HA BUSHAYEHHI
nepcnexmus 3eyeHo20 po3eUmKy nio yac GitiHu.
3okpema, npoananizoéaHo cmaw 20MOHOCH
eHepzemuKlU 00 8NPOBAONCEHHSL GIOHOGNIOBAHUX
ooicepen eHepaii ma 3e1eHUX MexXHON02I ) KOH-
meKkcmi  2n06aNbHUX GUKIUKIE mMa nompeou
SMEHUWIeHHS  3aAedCHOCMI  8I0  mMpaouyiuHux
eHepeonociie. JlocniodiceHo makoic 83aeMo-
38 "SA30K MidiC CBIOOMUM PO3BUMKOM CHONCUBAUIB
ma CMUMyIIO8AHHAM IHHOGAYI 6 eHepee-
MUYHOMY CEKmMOpi 6 yM0Gax Kpusu. Axmyainw-
HicMb 00CNi0JHCeHHs 00YMO8IeHa 2100aTbHUMU
MEeHOeHYIAMY, 3MIHaMU KIIMamy ma Heooxio-
HICMIO peopM 6 eHepeemUYHOMY CeKMOopi.
I'inomesa odonyckae, wo 6itiHa Mmodice cmamu
Kamanizamopom 0151 BNPOGA0ICeHHs cmpameziti
3€/IeH020 PO36UMK)Y MaA nepexody 00 BIOHOBII0-
sanux oocepen euepeii. Memooonozis micmumao
auHaniz emanie hopmyeanHs ma cmawny eHepee.
MUYHO20 CeKmopa nio yac GilicbKosux Oitl ma
11020 20MOBHOCMI 00 BNPOBAODIHCEHHS eKONOCIUHO
yucmux mexnonoziti. Pezynomamu docnioscenns
niOMBepOAHCYI0Mb, WO YCEIOOMAEHU POIBUMOK
CROJICUBAYIB, CNPAMOBAHULL HA NIOMPUMKY 3ele-
HUX IHIYIAmMue, Moxdce 6UASUMUCA KIIOYOEUM
YUHHUKOM Y PO3GUMKY 241Y3i GIOHOGTIO8AHUX
ooicepen eHepeii  yMo8ax 2eonoNimuYHol Hegu-
3HAYeHoCmi.

Knwuosi cnoea: eHepreTMYHHIl CEKTOD,
eHepreTnvHa Oe3IeKka, BiIHOBIIOBaHI JKepena
eHeprii, gexapOoHi3aris.

Copyright © The Author(s). This is an open access article distributed under the terms
of the Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 1



STATE AND ECONOMY

Introduction

Russia’s full-scale invasion of Ukraine has proved that the energy
sector of Ukraine is one of the strategically important branches of the national
economy, which directly affects the stability of the country, its economic
development and the social condition of the population. In view of the latest
global trends, climate change, as well as reforms in the energy sector, the
question of assessing the formation and development of the energy sector
becomes significant for the long-term success of the country.

In addition, the problem of finding effective strategies for the
modernization of national energy systems in the face of threats from global
environmental and security challenges is in the epicenter of attention.

The relevance of the conducted research is determined by a number of
factors. First, on the way to climate neutrality, achievement of climate ambitions
and economic development, the world community recognizes the need for
transformations in the energy sector, in particular with an in-depth focus on the
transition to renewable energy sources (RES). Secondly, solving the issue of
rapid and effective transformations in the energy sector directly and acutely
concerns not only the issue of energy, but also national security and national
sovereignty, and the transition to RES is considered a promising way to reduce
systemic threats to national economies that are importers of energy resources.

Being part of the global world, striving to follow global trends and
having a number of climate and environmental obligations, Ukraine has also
chosen a course for decarbonization. However, the full-scale invasion of
Russia on the territory of Ukraine, the terrorist attacks of the aggressor
country on the facilities of the energy system of Ukraine make the situation
extremely difficult and require attention to the problem of energy security,
and also call into question the green development of the sector.

Therefore, the aim of this article is a comprehensive analysis of the
energy sector of Ukraine, the stages of its formation, as well as confirmation
or refutation of the hypothesis that Russia’s war against Ukraine will not
stand in the way of the decarbonization of the economy, as well as the green
development of the energy sector.

The hypothesis that forms the basis of the article is the assumption that
Russia’s war against Ukraine will not only not slow down the process of
decarbonization of the economy and the energy sector, but may also become
an additional incentive for Ukrainian society and authorities to implement
and accelerate green development strategies, in particular, the transition to
a larger scale use of RES. The hypothesis also suggests that in the context of
military aggression and post-war recovery, it is important to consider
decarbonization as a component of a national recovery and development
strategy, and not just as an environmental aspect.

The methodology of this research includes an analysis of the
formation of the energy sector of Ukraine, an assessment of its state in
different time periods and in accordance with national policies. The state
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of the energy sector of Ukraine has been investigated since the beginning
of the full-scale invasion, and an assessment of the situation and readiness
for the development of the sector has been provided, in particular with regard
to the expansion of RES capacities on the basis of available information using
the methods of analysis and synthesis, abstraction and generalization,
comparison and systematization, as well as approaches to evolutionary and
institutional and comparative analysis. The obtained conclusions are based
on the results of research by domestic and foreign scientists on the issues
of energy transition, decarbonization and energy security research, supported
by analytical data of the State Statistics Service of Ukraine, the National
Commission that carries out state regulation in the fields of energy and
communal services, PrJSC "National Energy Company "Ukrenergo",
the State Agency for Energy Efficiency and Energy Saving of Ukraine, the
analytical center DiXi Group, as well as the International Energy Agency
IRENA.

The results of scientists, who considered the transformation of the
energy sector in the context of the influence of various factors, in particular
the energy transition, ecology and security factors, were analyzed. Thus,
Metelenko N., Oglobina V. and Summa V., studied the post-war "green"
recovery of Ukraine in the context of the energy transition and proved the
economic feasibility of investing in renewable energy sources (Metelenko &
Ogloblina, 2022). Through the prism of ecological and economic aspects,
Vovk V. and Krasnoselska A. investigated the transformation of the energy
sector, increasing the share of renewable energy sources in connection with
increased attention to environmental issues and economic benefits (Vovk &
Krasnoselska, 2023). Research on the theoretical foundations of energy
market development, individual energy sector transformations, and sector
development at the intersection of ecology and climate is highlighted in
the studies of Dolinskyi A. and Doronina 1., whose research focuses on the
transformation of the energy sector and the mitigation of climate risks
(Dolinsky, 2006; Doronina, 2019). The scientists’ researches, which
analyzed the impact of security factors on the further development of the
sector, became particularly relevant. Thus, the article by Kudyrko L. proved
that the war of the Russian Federation against Ukraine became a catalyst for
the decarbonization of European economies (Kudyrko et al., 2022).
In addition, O. Borodina researched that the management of the recovery of
the national economy in ensuring energy decentralization and energy security
is relevant, taking into account the need to restore and ensure the security of
the energy infrastructure in the post-war period (Borodina, 2023).

Among foreign scientists, certain aspects of the development of
renewable energy, decarbonization of the economy, and the "green"
transition in the context of energy security were considered by Antenucci A.,
Granado P., Georgiev B., and Sansavini J., who concluded that the impact
of long-term decarbonization policy on security energy supply is critical
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to ensuring a reliable and sustainable energy transition (Antenucci et
al., 2019). Other scholars (Tian et al., 2022) have confirmed that transitioning
to low-carbon energy sources and reducing dependence on fossil fuels are
crucial steps in achieving energy security and economic stability. In line with
recent geopolitical developments affecting the energy sector, scholars have
also explored ways to improve energy strategies. Thus, Rabbi M., Popp J.,
Mate D., Kovacs S. investigated that the energy industry can be decarbonized
and achieve energy security with the help of three main strategies, such as
supply diversification, energy conservation and faster adoption of RES
(Rabbi et al., 2022).

At the same time, the possibility of continuing the implementation of
decarbonization policies, in particular the energy transition using renewable
energy sources, in the context of Russia’s military aggression against Ukraine
and post-war reconstruction, requires an in-depth analysis and disclosure.

The article is divided into two sections, which logically lead the reader
from the general analysis of the formation of the energy sector, which is
confirmed by a statistical assessment to the sector development during the
war and the possibilities of post-war recovery.

1. Evolution of the energy sector formation of Ukraine

During the years of independence, the energy sector of Ukraine
underwent a significant transformation, which was caused by a change in
national priorities, geopolitical dynamics and global energy trends. Taking
into account the external and internal factors of influence, it is possible to
single out the stages of formation of the system of regulation of the energy
sector in Ukraine.

The first stage is early independence and energy security (1991—
2000). In the first years of independence, the primary energy goal of Ukraine
was to ensure stable energy supply. After the collapse of the Soviet Union,
Ukraine was heavily dependent on Russian energy imports, in particular
natural gas, so the main focus was on ensuring a stable supply of energy
resources to meet domestic needs. This period is characterized by a change
in the ownership structure in the fuel and energy complex of Ukraine such as
the process of privatization of coal mines (1996), electricity distribution
companies (1998) and oil refineries (1999) began (Ukraine. Overview of
energy policy, 2006).

II stage is reforms and diversification of the energy sector (2000-2010).
In the early 2000s, energy sector reforms aimed at creating a more market-
oriented and transparent energy system began in Ukraine (Institutional Reform
of the Energy Sector of Ukraine, 2016). Diversification of energy sources
became particularly important during this period, as Ukraine sought to reduce
its dependence on Russian gas by seeking alternative suppliers and increasing
domestic energy production, particularly coal and renewables.
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IIT stage is energy efficiency and sustainable development (2010-
2014). In the early 2010s, energy efficiency became a central goal. High
energy consumption and inefficiency in industry and buildings have been
recognized as major economic and environmental problems. Ukraine
launched energy saving programs and improved energy efficiency standards.
The pursuit of sustainable development has also gained momentum with
increased attention to the development of renewable energy and reducing
emissions.

IV stage is modernization of the energy sector and European
integration (2014-present). After the events of 2014 and Ukraine’s
commitment to bring its policies closer to those of the European Union (EU),
the energy goals have changed significantly. The focus was on bringing
Ukraine’s energy sector to EU standards and norms (Overview of the energy
sector of Ukraine, 2019). The key tasks were liberalization of the energy
market, integration with the FEuropean electricity and gas markets,
compliance with EU energy directives. Ukraine’s energy strategies
emphasized transparency, competition, and regulatory compliance
(Institutional Reform of the Energy Sector of Ukraine, 2016). The increase
in RES capacity is becoming noticeable, and the policies are appropriate —
with the aim of reducing carbon emissions and increasing energy security.
Energy security remained a priority with an emphasis on diversifying energy
sources, improving infrastructure and reducing dependence on Russian gas.

V stage is following the global energy transition and green European
politicians (present time). In recent years, the energy policy of Ukraine has
seen the constant importance of adapting to global energy transition trends,
which includes an increased emphasis on decarbonization, reduction of
greenhouse gas emissions, and coordination with international climate
agreements and European politicians. Thus, Ukraine became one of the first
countries to support the European Green Deal in order to influence the
processes of minimizing potential threats with the help of joint projects on
decarbonization and climate protection. In addition, despite active hostilities
on the territory of Ukraine and heavy losses of the energy sector, in April
2023 Ukraine approved the Energy Strategy until 2050 to bring the energy
sector as close as possible to climate neutrality. The document is based on
international commitments undertaken by Ukraine, in particular within the
framework of the Agreement on the Association of Ukraine with the EU and
the Paris Climate Agreement.

1.1. Analysis of national energy key goals strategies

The system of regulation of the energy sector and energy policies
developed in response to the change in the national and global context, which
is also reflected in the key policies and goals of the Energy Strategies of
Ukraine (7Table 1).
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Table 1
Comparative characteristics of the national energy key goals strategies
of Ukraine
Energy strategy of Ukraine for the period:
Indicator until 2035 "Safety, energy
until 2030 efficiency, until 2050
competitiveness"
100% carbon-free
0 o,
RES 12.6% by 2030 25% by 2035 energy mix in 2050
Reducing the
specific Reducing the energy
. consumption of intensity of the country’s
Energy efficiency energy resources in GDP by half by 2035
the economy by (0.13 toe)
30-35% by 2030.
<50% limitation of CO»
emissions to the level of n/a*
Reduction of B 1990;
emissions >20% reduction in
emissions in CO, equiv. on
final fuel consumption
UAH 1821 billion
Tﬁi;‘:ﬁiﬁ‘f (UAH 130 billion -
for RES)
* n/a (not available).

Source: developed by the author based on the data of the Energy Strategies of Ukraine
(Order of the Cabinet of Ministers of Ukraine No. 1071-r, 2013; Order of the Cabinet of
Ministers of Ukraine No. 605-r, 2017; Order of the Cabinet of Ministers of Ukraine
No. 373-1, 2023).

In the Energy Strategy of Ukraine until 2030, which was approved in
July 2013, it was noted that in order to maintain the reliability of the energy
sector of Ukraine and stimulate the growth of the economy, the priority tasks
of the electricity sector under any scenario of demand growth were planned
(Decree of the Cabinet of Ministers of Ukraine No. 1071-r, 2013):

» modernization of existing generating capacities, such as thermal and
gas power plants, with the installation of modern dust and gas cleaning
equipment on new units, nuclear and hydroelectric power plants, with the
solution of problems of sorbent supply and disposal of waste from its use;

* modernization and development of main and distribution power
networks;

» implementation of construction projects of hydro- and geothermal
power plants with a total capacity of 5 GW;

» extension of the operational life of existing power units of nuclear
power plants to 20 years with appropriate safety inspections;

« construction of the third and fourth power units at the Khmelnitsky
NPP with a minimum capacity of 2 GW;

* development of renewable energy sources;
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» construction of 4 GW of coal-fired power plants to replace outdated
capacities;

* launch of pre-project works in 2017 and start of construction of new
nuclear units in 2022 to replace old units that will be decommissioned
after 2030;

* construction of nuclear units in new territories with a minimum
capacity of 3 GW under the base scenario and 5 GW under the optimistic
scenario of forecasted demand,;

« additional construction of coal-fired power plants with a capacity of
9 GW under the base scenario and 11 GW under the optimistic scenario.

Thus, the Energy Strategy of 2013 provided for the development of
renewable sources, namely, a forecast of the appropriate aggregate capacity
of renewable energy sources in 2030 at the level of 12.6% of the total
installed capacity or 8 GW (14 GW, including large hydroelectric power
plants), and the production volume — 14 TWh (28 TWh, including large
HPPs). In addition, the overall technological potential of increasing energy
efficiency on average across the economy in the base development scenario
of 30-35% has been established. The document also notes the importance of
reducing pollutant emissions and reducing greenhouse gas emissions, but the
overall goal for the energy sector has not been established (Order of the
Cabinet of Ministers of Ukraine No. 1071-r, 2013).

However, in addition to the goals for the development of clean energy
and energy efficiency, reducing emissions, the strategy also provided for
increasing the capacity of nuclear units and the construction of coal-fired
power plants. The total need for investments in the energy sector by 2030
was predicted at the level of UAH 1 821 billion, of which only
UAH 130 billion (7.14%) was needed for the development of RES (Decree
of the Cabinet of Ministers of Ukraine No. 1071-r, 2013).

The energy strategy of Ukraine for the period until 2035 "Security,
energy efficiency, competitiveness" was approved in 2017 to replace the
previous version (Decree of the Cabinet of Ministers of Ukraine No. 605-r,
2017). The prerequisites for creating a new strategy were changes in the
energy policy of the European Union — the establishment of the Energy Union
in Europe, the agreement on the full integration of energy markets between
Ukraine and the EU, participation in the Paris Agreement on climate change,
and Russia’s aggression against Ukraine, including the occupation of part of
its territory (Uatom, 2019).

The main differences between the Energy Strategy until 2035 and the
previous one are the transition from an energy model dominated by the use
of fossil fuels, inefficient networks and insufficient transparency of gas and
coal markets to a new model that provides equal opportunities for the
development of all types of energy production. Special emphasis is placed on
the importance of increasing energy efficiency and the use of energy from
RES (Uatom, 2019).
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The strategy until 2035 identifies among the tasks the reduction of the
energy intensity of GDP from the current 0.28 toe/USD 0.13. The percentage
of losses in electricity networks, which is currently more than 12%, must be
reduced to less than 7.5% by 2035. In general, the limitation of CO:
emissions compared to the level of 1990 should reach 60% by 2020, 2025
and 2030; and — 50% by 2035 (Order of the Cabinet of Ministers of Ukraine
No. 605-1, 2017).

Reductions in CO, emissions from final fuel consumption must
exceed 5% by 2020 and increase by at least 5% every 5 years, reaching
a reduction of more than 20% by 2035.

The forecast of the strategy regarding the share of renewable energy
sources (RES) in total energy consumption correlates with the forecast of the
International Energy Agency IRENA, which foresees the possibility of Ukraine
achieving a share of RES at the level of 22% by 2030 (IRENA, 2015).

The strategy does not specify the need for investments, however,
the State Agency for Energy Efficiency and Energy Saving of Ukraine
estimates the need for investments to achieve these goals at the level of
(EUR 12 billion) (Karmelyuk, 2017).

In May 2023, the Energy Strategy of Ukraine until 2050 was adopted.
The document has the status "For official use" and is distributed for perusal
among ministries and specialized state companies only in paper form
(Davidenko & Chaika, 2023).

It is only noted that the Energy Strategy of Ukraine until 2050 takes
into account:

» the consequences of a full-scale war, increasing the importance of
energy security and strengthening the stability of the energy system;

» the results of joining the Unified Energy System Operator of Ukraine
to the European Network of Electricity Transmission System Operators
(ENTSO-E) and deepening the integration of the energy system of Ukraine
into the pan-European context;

« application of advanced technologies (production and use of
hydrogen, small modular nuclear reactors, energy storage systems), technical
transformations in the energy sector, world trends and innovative solutions,
compliance with the environmental standards of the European Union and
Ukraine’s environmental safety commitments;

« fulfillment of Ukraine’s international obligations regarding energy
efficiency and use of renewable energy sources, reduction of greenhouse gas
emissions, etc.;

* development of decentralized electricity generation throughout the
country (UKRINFORM, 2023).

The key goal of the Strategy is to transform Ukraine into the energy
hub of Europe, contributing to the global goal of phasing out Russian fossil
fuels. The strategy sets the goal of achieving climate neutrality in the energy
sector by 2050 (Denisyuk, 2023).
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The document itself is not publicly available for security reasons
during the war, which creates uncertainty in the vectors of development of
the sector until 2050 for various groups of stakeholders.

Consequently, Ukraine’s energy strategies were updated in accordance
with internal and external events that could affect the transformation of the
energy sector and the market in general. As a result, Ukraine’s energy goals
reflect the desire for a safe, efficient and environmentally responsible energy
future, from early efforts to ensure energy supply to the current commitment to
sustainable development and alignment with EU standards. A constant
challenge is the effective implementation of national strategies to achieve goals
and overcome difficult conditions, particularly geopolitical ones, in order
to achieve energy security.

2. Assessment of the energy sector development: statistics
If we follow the stages of development of the regulation system of the

energy sector in Ukraine in a statistical dimension, we will get the following
results (Figure ).
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Figure 1. Total energy balance of Ukraine for 1990-2020, %
Source: (Energy Map, 2021).

It can be seen from Figure I that in the energy balance of Ukraine in
production in 1990, coal and peat significantly prevailed (about 65%).
And in 2020, the share of coal in energy production has almost tripled. In
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turn, the growth of nuclear generation, natural gas, energy from biofuels and
waste, as well as, albeit not significant, growth of renewable energy sources
is being monitored. According to the data on the amount of electricity
produced, the share of RES in production increased 5 times from 2017 to
2021, and this growth shows positive dynamics every year (Figure 2).
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Figure 2. The amount of electricity generated from RES
from 2017-2021, million kWh

Source: (Energy Map, 2022a).

If you follow the dynamics of the installed electric capacity of power
plants of the energy system of Ukraine, detailed by type of power plants (nuclear
power plants, thermal power plants, hydroelectric power plants, RES), you can
see that 2018-2021 were the peak years in terms of installed capacities.
In addition, the dynamic growth of solar and wind capacities is monitored
(Figure 3).
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Figure 3. Installed electric power by generation, MW
Source: (Energy Map, 2022b).
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At the beginning of 2022, according to the latest available analysis,
the capacity of the renewable energy sector in Ukraine was 10475.1 MW,
taking into account the generation of domestic solar power plants. However,
this growth was particularly intense due to the active installation of SPP
(Figure 4).
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Figure 4. Dynamics of the installed capacity of RES facilities in Ukraine
in 2009-2022, MW

Source: compiled according to data (Energy Map, 2022).

In the renewable energy sector nationally, wind power installations
remain second only to solar power in terms of total installed capacity. According
to the Ukrainian Wind Energy Association (UWEA), before the full-scale war,
there were 34 wind power plants or 699 wind turbines in Ukraine, and the
average capacity of each of them was 3.5 MW (UWEA, 2022). Thus, the total
capacity of wind generation reached almost 1.7 GW, not taking into account the
capacity of wind power plants in the occupied territories of Donetsk and
Luhansk regions, as well as the annexed Crimea. However, within a year of the
start of the full-scale invasion, Ukraine lost more than 90% of its wind
generation, three-quarters of its thermal generation, almost half of its nuclear
generation (due to Russian control over the Zaporizhzhia NPP), a third of its
solar generation and block thermal power plants.

In turn, before the war, the volume of investments in the industry
exceeded USD 12 billion. Most of the projects were started by 2020, and the
peak of investments fell on 2019 (Figure 5).
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Figure 5. Dynamics of investments in the capacity of RES facilities in
Ukraine in 2009-2022, mln EUR

Source: compiled according to Energy Map data based on data from the State Agency for
Energy Efficiency and Energy Saving of Ukraine (Investments in "green" generation
capacity, 2022).

In 2019, Ukraine was among the TOP-10 in terms of renewable energy
development rates, and in 2020 — in the TOP-5 European countries in terms
of solar energy development rates. In the same 2019, Ukraine took 8th place
in the Climatescope rating by Bloomberg New Energy Finance (Bloomberg
NEF) among 104 countries in the world in terms of the attractiveness of
investments in the development of low-carbon energy sources and the
construction of a "green" economy, rising from 63rd place. In 2021, Ukraine
ranked 48th in terms of overall investment potential among 136 countries in
the world according to the BloombergNEF rating (Konechenkov, 2022).

2.1. Sector development during a full scale invasion

Since the beginning of the full-scale invasion, due to security risks,
a large amount of information has been restricted from being published in the
public domain, particularly in the energy sector, which has become one
of the targets of terrorist attacks by the Russians.

The war had a significant impact on the transparency of the sector and
the availability of data. DiXi Group's research on access to data showed that
restricting access to information has a negative impact on the sector and
stakeholders, so it needs to be reviewed to make part of the data open, taking
into account security risks and avoiding manipulation (DiXi Group, 2023a).
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On December 11, 2023, for the first time in almost 2 years, NEURC
published information (NEURC, 2023), which allows for a generalized
analysis of the sector development. By the end of autumn 2023, the Register
has 3,600 active licenses in the field of energy, including the markets of
electricity, natural gas, oil and petroleum products, as well as the field of heat

supply (Figure 6).
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Figure 6. Dynamics of the number of issued licenses for economic activity
in the energy sector in 1996-2023

Source: (NEURC, 2023).

The number of licenses issued in 2022 is the lowest in the last 6 years.
During this period, 265 licenses were issued, of which 15% were issued by
February 24. Compared to 2021, the number of licenses decreased by 37%.
During the first 11 months of 2023, 268 licenses have already been issued.
During the war, the majority of licenses were obtained for activities related
to the supply of electricity (243 or 49%) and natural gas (147 or 30%).
66 licenses were granted for electricity production, 30 for resale, and 1 more
for storage. Four licenses were obtained for heat production and one for
natural gas distribution (DiXi Group, 2023b).

As for the sector of renewable energy sources, according to the
information of the Chairman of the Committee of the Verkhovna Rada of
Ukraine on energy and housing and communal services, in 2023 the
following were put into operation:

* 182.3 MW of wind power plants;
* about 500 MW of solar power plants;
« about 100 MW of gas power plants.

According to him, the largest number of generating facilities was
introduced with a capacity of 1 MW or less, accounting for more than 90%
of the number of all power plants built in 2023, which duplicates last year’s
situation (Gerus, 2023, December 30).

With the beginning of the full-scale invasion, especially during the
difficult winter period, Ukrainians began to actively install domestic SPPs in
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order to provide themselves with energy and be energy independent. In 2022,
the share of investments in domestic SPPs was more than 50% of the total
investment in green generation capacity (Figure 7).
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B VES

Biogas power plants

U Biomass power plants

Small hydropower
plants

&I SES of households

53%

SPPs are industrial

Figure 7. Investments in "green" generation capacity in Ukraine in 2022, %

Source: compiled according to data (Energy Map, 2022 c).

The results of the analysis of Figure 7 show a high level of adaptability
and responsibility of consumers in difficult socio-economic conditions. The
development of the sector does not stop, but rather adapts to global
challenges, which shows the potential for further improvement and growth.
A significant factor is the efforts of citizens in achieving energy
independence, which emphasize the importance of the development of RES
and supporting the decarbonization of the sector despite the war.

The study of the energy sector formation of Ukraine and the prospects
of green development in the conditions of a full-scale invasion of Russia
determined the key role of this industry in the national economy, the stability
of the country and ensuring energy security.

Conclusions

During the years of independence, the energy sector of Ukraine has
undergone several stages of transformation, including ensuring energy
security, reforms and diversification, increasing energy efficiency,
modernization and European integration, as well as adaptation to global
energy trends and green European policies. Ukraine is actively working on
decarbonization and reducing greenhouse gas emissions, and is also
implementing measures to achieve climate neutrality by 2050.

The results of the analysis of the key goals of the national energy
strategies of Ukraine show that, despite the war, the country strives for a safe,
efficient and environmentally responsible energy future, in particular by
increasing energy efficiency, reducing emissions of pollutants and
developing renewable energy sources. Strategies are updated in accordance

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 35



STATE AND ECONOMY

with internal and external geopolitical events affecting the energy sector and
the market in general.

Emphasis on the transition to RES in the context of global climate
ambitions and economic development is defining for the study. Despite the
challenges associated with Russia’s military aggression and terrorist attacks
on energy system facilities, the study indicates that Ukrainian society and the
authorities remain interested in the development of the green energy sector.

The hypothesis that the war will not only not lead to delays in
decarbonization, but can also become an incentive for the accelerated
development of green strategies, is confirmed. The conditions of the war
proved to be a catalyst for consideration of decarbonization as a key
component of the national recovery and development strategy, not only at the
level of the state, but also at the level of citizens in their own provision of
energy resources and gaining energy independence.

The research expands the understanding of adaptability and
responsibility of consumers in conditions of social and economic instability.
In particular, the significant contribution of citizens to achieve energy
independence and support decarbonization is highlighted.

Thus, the research makes an important contribution to understand the
relationship between military conflict and a country’s energy strategy,
emphasizing that decarbonization can be not only a national, but also a social
and environmental response to the geopolitical challenges of the time.

The results of the research will serve as a basis for further
improvement of the energy strategy of Ukraine with the determination of
prospects for the implementation of decarbonization policies in the
conditions of military aggression and post-war recovery. Among the priority
areas of future research in the context of the development of the presented
topic, the following can be considered:

» econometric testing of decarbonization factors, which will consist in
conducting a more detailed econometric analysis to determine the factors that
affect the speed and quality of the transition to renewable energy sources (RES);

» financial aspects of decarbonization, which will include a detailed
study of financial mechanisms and investments necessary for the
implementation of decarbonization strategies and will consist of an
assessment of the efficiency of investments in the RES sector and the
development of recommendations on the need for financial support;

» modeling of risks and adaptation strategies will consist of studying the
risks associated with military conflict, national and energy security. The
development of models of adaptation strategies to ensure the sustainability
and efficiency of the energy sector in conditions of environmental instability
will be important for further research on the issue.

These lines of research can help expand understanding of the
importance of implementing effective strategies for the sustainable
development of Ukraine’s energy sector during military, social, economic
and security challenges, as well as post-war recovery.
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SEARCH ENGINE MARKETING
IN CREATING WEBSITE USER
IMPRESSIONS

Increased competition in the digital
environment leads to the search for effective
tools to attract targeted traffic to websites.
Search engine marketing (SEM), which includes
search engine (contextual) advertising (SEA)
and search engine optimization (SEO), allows
toachieve this aim by means of technical settings
and consideration of marketing aspects in
creating user impressions. The effectiveness of
search engine marketing is tested in practice
with the help of web analytics, which allows
real-time tracking of traffic, its sources, and user
actions, which helps identify the most effective
tools and advertising campaigns. In the context
of the emerging impression economy, improving
the user experience of potential and existing
customers at every touchpoint depends on the
speed and convenience of achieving user goals
in the digital environment. Search engine
marketing is based on users’ search queries in
the face of actualized demand. Therefore,
websites that are quickly accessible in search
and contain a value proposition in accordance
with the search queries of potential customers
will be convenient for users, have a competitive
advantage by providing positive impressions
based on an improved customer experience. This
approach ensures that the interests of both users
and businesses are satisfied, thus achieving the
goals of digital marketing and business
efficiency in general. The aim of the recearh is
to substantiate the relationship between search
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[IOWYKOBU/ MAPKETMHT
Y CTBOPEHHI BPAXEHBb
KOPUCTYBAUIB BEECAUTIB

Tocunenns xonxypenyii' y yugpposomy cepedo-
BULYI CRPUYUHAE NOWYK eQEKMUGHUX THCIMPYMEH-
mMig 3ayueHHs Yib08020 MpagiKy Ha eedcaumu.
Towyxosuii mapxemune (SEM), sxuii exmoyae
nowykogy (kowmexcmuy) pekiamy (SEA) ma
NOULYKOBY GHYMPIWHIO T 306HIUHIO ONMUMI3AYIIO
(SEOQ), 0o380715€ docseamu yiei memu 3a PaxyHOK
MEXHIYHUX HALAWMYBaHb MA 6PAXY6aHH Map-
KeMUH208UX ACNeKMi8 y CMBOPEHHI BPANCEHb
Kopucmyeauis. Epexmugricms noutykogoeo map-
KemuHzy nepesipacmvca HA — npakmuyi  3d
00nOMO2010 8e0AHANTMUKU, KA O0380JIAE 8 PEXHCU-
MI peanbHo20 yacy si0ciiokosysamu mpagpix, oo
Ooicepena ma Oii KOpucmyeauie, wo 0onomazac
BUAGIAIMU HAUOLILUW eHEKMUBHT IHCIPYMEHMU MA
PpeKIamui Kamnauii. B ymoeax cmanoeneHHs
EKOHOMIKU 8pAdICeHb NOKPAWAHHS KOPUCMY8aYb-
K020 00C8I0Y NOMEHYIIHUX Ma ICHYIOUUX KIIEHMIG
Y KOJICHIL MOYYi KOHMAKMY 3a1edCums  Gio
weUOKOCMI  ma  3pYYHOCMI  OOCSCHeHHs yinell
Kopucmyeauie y yugposomy cepedoguwyi. Ilouy-
KOBULL MApKemuHe 6a3yeEmvCsi HA  NOULYKOBUX
3anumax Kopucmyeawie 3a YMo8U aKmyauizo-
eanoeo nonumy. Tomy eebcavimu, ki 6y0ymo
WBUOKO OOCMYNHUMU Y HOWYKY MA Micmumu
npono3uyilo YIHHOCMI BIONOBIOHO 00 NOULYKOBUX
3anumie NOMEHYIUHUX KIIEHMI, 6y0ymov 3pyu-
HUMU 075l KOPUCMYBAYIB, MAIOMb KOHKYPEHMHI
nepeeazu 3a805KU HAOAHHIO NOSUMUEBHUX 8PAINCEHD
HA OCHOBI NOKPAWEHO20 KIIEHMCHKO20 00CEIOY.
Taxu nioxio 3abesneyye 3a0060/1€HHs IHMEPeECiq
080X CMOpIH — AK KOpUcmyeauie, max i nionpu-
emMcme, AKi  MAaKumM 4UHOM  00CA2armb  No-
cmaegienux yinell yugpoeozo mapkemuHzy ma
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contextual advertising and search engine
optimization as search engine marketing tools
and to identify their synergistic impact on
creating positive user impressions, increasing
targeted traffic and increasing website
conversion. In the reseach, the general scientific
methods of analysis and synthesis, system-
structural analysis, comparison, systematic,
logical generalization were used. Based on the
semantic mechanism of working with search
queries, the article substantiates the relationship
between search engine advertising and search
engine optimization as search engine marketing
tools and reveals their synergistic impact on
creating positive user impressions, increasing
targeted traffic and increasing website conver-
sion. The proposed algorithms for search engine
advertising and internal search engine optimi-
zation, taking into account the technical and
marketing aspects of the implementation of these
digital marketing tools, help in this regard.

epexmugrocmi 6iznecy 6 yinomy. Memoro oocri-
O2#CeHHsL € OOTPYHIYBAHHS 83AEMO38 SI3KY HOULYKO-
60 KOHMEKCMHOI pexiamu ma NOULYKO8Oi
onmumizayii K IHCMPYMEHmMi6 NOULyKo8o2o Map-
KeMmunzy, GUABNIEHHs iX CUHEP2IYHO20 6NAUBY HA
CMBOPEHHA NOZUMUBHUX BPANCEHbL KOPUCTNYBAUIE,
30LIbUIEHHS. YITb0B02O MPAiKa ma niosuueH-
Hsl KoHeepcitinocmi eeocaumy. I[lpu npoeedenni
O00CTIONCEHHSL  BUKOPUCTAHO — 3A2ATIbHOHAYKOGI
Memoou aHanizy ma CuHmesy, CUCMEMHO-CIpPYK-
MYPHO20 AHANIZY, NOPIGHAHHA, CUCIEMHUL, 0214~
HO20 y3aeanvHeHHs. Y cmammi Ha OCHOGI Oi
CEeMaHMUUHO20 MEeXAHIZMY POOOMU 3 ROULYKOGUMU
3anumamu  OOIPYHMOBAHO B63AEMO368 30K KOH-
TMEeKCMHOI peKiamu ma NouLyKo8oi onmumisayii ax
IHCMPYMEHmMi6 NOULYKOBO20 MAPKEMUH2Y Ma GUsl-
6IEHO IX CUHEp2IYHULL 8NIUE HA CIBOPEHHS NO3U-
TMUBHUX  BPAJCEHb  KOPUCYBAUIB, 30L1bUIEHHS
Yinb08020 mpapixa i niOUWYEHHS KOHBEPCIUHOCMI
sebcaiimy. [lonomazaroms y ybomy 3anponoHo6aHi
aneopummy  KOHMeKCMHOI peKnamu ma GHym-
PIWHBOI NOWYKOBOI OnmuMizayii, 3 ypaxy8aHHsIMm

MEXHIYHUX Ma MAPKEMUH208UX ACNEKmie peaji-
3ayii Yux IHCMpPYMeHmis Yugpoeoeo MapKemuney.

Knwouosei cnoea: MOUIyKOBUI MapKEeTHHT,
BebaHaNITHKA, MallMHHE HAaBYaHHS, BeOCAWTH,
HUIbOBUI Tpadik, MOIIyKOBa pekiiama, KOH-
TEKCTHA pekiama, SEO-onTuMizaris, BpakeHHs,
JIOCBi/1 KOPHCTYBauiB, KOHBEPCii.

Keywords: search marketing, web analy-
tics, machine learning, websites, targeted traffic,
search engine advertising, contextual adverti-
sing, SEO optimization, impressions, user expe-
rience, conversions.

JEL Classification: M31, M37, O33.

Introduction

Increasing competition in the digital environment necessitates the
creation of positive user impressions to attract attention to websites among a
large number of them. The customer experience is formed at every point of
interaction at every stage of the consumer’s digital journey. Therefore, it is
important for businesses to create customer impressions by applying digital
marketing (DM) tools across all interaction sources/channels to facilitate
website users and provide an "impressive" customer experience. It is
important to provide users who are looking for specific goods and services
with the information they need as quickly as possible. Search engine
marketing (SEM) is one of the key tools of DM, providing simple and quick
access to a website that will help in solving a specific query.

Among SEM researchers, there is no single interpretation of its
constituent elements. Thus, some authors (Ivanechko, Dudar, Pavelko, 2022)
refer to it as search engine optimization (SEO, Search Engines Optimization)
and website optimization for social networks (SMO, Social Media
Optimization). Researchers consider contextual advertising as a separate tool
of Internet marketing and emphasize that it is paid, so it cannot be classified
as SEM. This criterion cannot be decisive in such a distribution, since it 1s
not users who pay for advertising, but website owners. The authors’
TSSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 41
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conclusion that users do not trust contextual advertising is not supported by
research and is not justified. The main task of SEM is to attract target
consumers to the website based on their search queries to solve actual needs.
This principle is used in contextual advertising, which is also called search
advertising (SEA, Search Engines Advertising), and in search engine
optimization. Site optimization for social media (SMO) refers, along with
targeted advertising (SMA, Social Media Advertising), to another DM tool,
namely social media marketing (SMM, Social Media Marketing), which is
aimed at building long-term brand relationships with customers provided that
the demand is not actualized, in contrast to SEM. Technologically, the
interaction of brands with the target audience in social media can take place
without the company having a website. Therefore, these tools cannot be
combined because they use different DM objectives and technologies to
implement them.

In the study (Vovchanskaya, Ivanova, Baluk, 2023) SEM and SEO are
considered as separate digital marketing technologies. Also, this study does
not pay attention to digital advertising, including search advertising. Note
that SEO and search advertising technologies are built on a single semantic
mechanism for working with search queries, so these two tools are combined
into a single DM tool is search marketing.

A significant amount of research is devoted separately to either search
engine optimization or contextual advertising. Thus, in the work (Drokina, 2018)
the factors and methods of SEO optimization are systematized, and the
mechanism of SEO optimization for an active site is developed. Recognizing
the importance of the results of this study, we note that SEO optimization as
part of internal optimization measures must be started at the stage of creating
a website, in order to save time spent on its promotion in search engines
(Iankovets, 2023a). The study (Astistova, 2023) considered the technical
possibilities of using SEO optimization in the website monitoring system,
without taking into account the marketing aspects of its promotion. Other
authors limit themselves to listing the advantages and disadvantages of SEO
optimization and formulating conclusions about its importance for increasing
the effectiveness of a website. Researchers studying contextual adverti-
sing draw similar conclusions (Chernysh, Salimon, 2023). Koslow,
Stewart (2022) refer to search advertising as the dominant form of digital
advertising. This thesis is debatable, since the choice of the type of digital
advertising and media for its placement depends on many factors and is
verified in practice for each specific website using web analytics. Each
advertising tool has its own characteristics, advantages and disadvantages,
and its choice depends on the goals of digital advertising campaigns
according to the DM strategy (Iankovets, 2023).

According to the results of the analysis of research papers on search
marketing issues, the insufficiency of papers investigating the mutual
influence of the analyzed SEM tools on the increase of targeted traffic to the

42 ISSN 2786-7978; e[SSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 1



MARKETING

company’s website due to the synergy effect was revealed. Also, the
possibilities of SEM in creating impressions and improving the user
experience of website users remain overlooked by scholars.

The aim of the research is to substantiate the relationship between
search contextual advertising and search optimization as search marketing
tools and to identify their synergistic effect on creating positive user
impressions, increasing targeted traffic, and increasing website conversion
rates. In order to achieve the set goal, the following tasks must be performed:
substantiate the connection between web analytics and the effectiveness of
digital tools of targeted traffic to the website; to investigate the semantic
mechanism, principles and algorithm of search contextual advertising;
establish a connection between contextual advertising and search
optimization for a synergistic effect on increasing targeted traffic to the
website; to investigate the algorithm of search engine optimization, to
identify the factors of search engine marketing to create positive user
impressions and increase the conversion rate of websites.

In order to realize the set aim, a hypothesis was formulated that it is
possible to influence the creation of impressions of website users
purposefully with the use of SEM tools. Search marketing is aimed at
attracting users to a website based on their interests, which are formulated
through search queries. That is, this audience is a target audience with
updated needs and requests for exactly those goods and services that the
company can offer right now. This gives rise to the possibility of creating
positive impressions of users through instant satisfaction of demand, which
will increase the conversion rate of the website and the efficiency of the
enterprise as a whole.

To test the hypothesis, general scientific research methods were
applied: analysis and synthesis, system-structural analysis, comparison (to
identify key channels/tools for attracting targeted traffic to the company’s
website, substantiating the synergistic relationship of contextual advertising
and search engine optimization; identifying factors of search engine
optimization to create positive impressions of website users); systemic (for
substantiating algorithms of search context advertising and internal search
optimization); logical generalization (for formulating conclusions from the
conducted research).

In the main part of the article: technological changes and possibilities
of web analytics (using the example of Google Analytics 4) in choosing the
most effective digital channels for attracting targeted traffic to the website
are investigated; the features, advantages and disadvantages of the main
channels/tools for attracting traffic are described; the semantic mechanism of
working with search queries in contextual advertising is described; the
principles and key strategic advantages of contextual advertising are
highlighted, the corresponding algorithm is proposed, a comparison of
contextual advertising and search optimization is made, the synergistic
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relationship of these DM tools in increasing targeted traffic to the company’s
website is revealed; an algorithm for internal search optimization is proposed,
taking into account technical and marketing aspects; the factors of internal
and external search engine optimization of the website to create positive
impressions of website users were identified.

1. Web analytics and digital tools for attracting traffic to the
website

Web analytics opens up a huge range of opportunities for enterprises
to measure the effectiveness of digital marketing campaigns, which are
carried out with the aim of attracting a target audience to the company’s
website, as well as, based on the analysis of measured data, to draw
conclusions about the quality of the site and the achievement of the goals set
before it, which gives an understanding of the directions for its improvement.

The effectiveness of digital marketing campaigns depends on the
quality of digital assets (website, mobile application, content, design), digital
tools, traffic, measurement. Assets must be visible to ensure targeted traffic
to the digital asset and increase it. In a previous study by the author
(Iankovets, 2023b), the features and tasks of different types of sites were
considered, and it was also indicated the need to add web analytics program
code to each website page to track and measure in real time how digital
marketing campaigns are performing in order to make decisions about them
optimization and efficiency improvement.

In the world and in Ukraine, the most widespread web analytics
service is Google Analytics —a free service provided by Google for collecting
statistics from websites and mobile applications (it also has a paid version of
Google Analytics Premium with the ability to process more than 10 million
site visits per month. The free version handles up to 10 million visits per
month). Variations of this service for websites are: Universal Analytics,
support ended July 1, 2023 (historical data available for some time);
Analytics 360, end of support July 1, 2024. Mobile apps used Google
Analytics for Firebase. Google Analytics 4 (GA4) is available today — the
latest version, which is an innovative solution for collecting data from
websites and mobile applications (for collecting data only from sites, the
Universal Analytics service is used, and for tracking actions only in mobile
applications — Google Analytics for Firebase). The novelty of the GA4
service is that it collects data from both websites and mobile applications and
presents them in a joint report. Yes, users often change the devices from
which they view the website. In order to identify the user and not lose it when
moving from one device to another, as well as to collect data about all their
interactions, regardless of the device, GA4 uses user identifiers (User-ID),
Google Signals and device identifiers. In this way, duplicate users are
eliminated and a single holistic user path is created from all data related to
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one person, which makes it possible to track the history of his relationship
with the enterprise. For the user, this capability provides an improved
customer experience based on taking into account their interests and
eliminating inconsistencies when using different devices. In this way, the
omnichannel principle is realized and positive impressions are created.

Also, Google Analytics 4, compared to previous versions, allows you
to: collect data based on events, not sessions; track without cookies; model
user behavior and conversions.

Today, user expectations regarding privacy have significantly
increased. People expect transparency and more control over how their data
is collected and used for personalized advertising and other purposes.
Increasing global surveillance is affecting traditional data collection using
cookies and device identifiers, these traditional methods of data collection
are becoming less viable (Ganem, 2021; Dischler, 2021). Accordingly,
browsers support cookies less and less, over time the use of this technology
will be discontinued. This led to the complication of digital measurement. In
this new environment, data collection company Google implemented
machine learning models to identify patterns of cookie-accepting behavior
and then use those patterns to model conversions, i.e. creating consumer
paths to macro-conversion taking into account all touchpoints for those who
who has refused cookies.

Machine learning models are created by analyzing vast amounts
of historical data, identifying correlations and trends between key data points,
and using this information to accurately predict consumer behavior
(Sharma, 2021). In addition to modeling conversions, machine learning
allows you to model:

« user behavior on the website or in the application;

« attributions, that is, points of interaction on the consumer’s path that
most stimulate purchasing activity;

« online-offline (can attribute purchases or visits made in person to
advertising points of interaction online. Online-offline modeling combines
signals from many sources such as surveys, online route requests or calls to
a store, restaurant or any business, as well as data on in-store sales or
restaurant orders or offline service receipts to assess the impact of specific
marketing campaigns (Measure the offline value of your online ads, n.d.);

e Unique Reach (helps determine how often people in a certain
demographic group were shown a certain ad and on which device).

GA4 also adds the function of predicting the receipt of
recommendations without the use of complex models and the function of
direct integration with media platforms to stimulate user actions on the site
and in the application.

After installing the software package on the site, Google Analytics
starts collecting traffic data, based on which it is possible to: evaluate traffic
on the website and identify its most effective sources/channels; analyze
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advertising campaigns; conduct split testing; evaluate the behavior of users
on the site; calculate the sales funnel and conversions; determine the return
on investment in advertising campaigns, etc. Analyzing the behavior of users
on the company’s website, among other things, allows you to identify the
most effective DM tools in attracting targeted traffic to the company’s
website.

Figure I presents the key digital tools for attracting a target audience
to a website on the Internet. Each of the presented tools has its own features,
advantages and disadvantages.

Direct (type in) is a direct entry to the site by its URL address (domain
name) through a web browser (browser). This channel is not a direct channel
of Internet promotion, because it is not possible to increase the amount of
traffic through it. At the same time, the channel provides a high level of
conversion, since people who directly enter the site address in the search bar
are interested in it. To increase the attention of potential consumers to the site
with the use of direct measures, offline means of marketing communications
are used: outdoor advertising, POS materials, television, radio advertising,
etc. One of the factors that affects the decrease in the use of this channel in
modern conditions is the improvement of search engine algorithms, in which
the name of the website (or the name of the company/brand), as a brand
search query, is enough to enter into the search line and immediately receive
a call to this the site in the output of search results by the search engine.
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Figure 1. Key digital channels/tools for attracting website traffic

Source: created by the author according to (Iankovets, 2022).
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Search engine marketing (SEM) includes search engine optimiza-
tion (SEO) and search engine advertising (SEA). The use of SEM is based
on the fact that people in search engines search for information about specific
products, services, brands, sites, etc. with specific search queries.
Accordingly, businesses that offer exactly what people are looking for by
promoting their site through SEM are working with a target audience that is
ready to make a purchase right now. This is a significant advantage of this
tool. The disadvantages also follow from this: great competition, constant
changes in the algorithms of search engines and in the principles of search
engine ranking. Speaking separately about search engine optimization (SEO) —
this promotion channel is slow, while it is conditionally free. The main task
of the company in the organic promotion of the site is to implement all the
basic settings for SEO and monitor the quality of the content (payment for
the services of a programmer, SEO specialist, designer, and copywriter), the
company is not charged by search engines for appearing in the search results.
The advantages also include the long-term effect of using this tool.

Marketing in social media (SMM, Social Media Marketing) includes
optimization of social media (SMO, Social Media Optimization) and targeted
advertising in social media (SMA, Social Media Advertising). In general,
SMM is a long history of building brand relationships with customers;
demand is not actualized, which is a disadvantage. The advantage of this
channel is that it is easy to find a target audience on social media. People
learn about the company, get interested, subscribe to the brand’s pages,
follow the news, get involved in discussions, etc. If not immediately,
then over time, potential customers — members of the community in social
media — become customers of the brand. Thus, it is precisely through the
involvement of the target audience in communication that enterprises form
their loyal audience and grow defenders and promoters of the brand.

WOM (Word of mouth) — word of mouth includes social engineering
(SE, Social Engineering) and viral marketing (Viral Marketing). Social
engineering involves the use of digital technologies to collect information
about consumers in order to predict digital behavior and implement
personalized targeted offers. The advantage of this tool is the ability to
influence people’s behavior and the choice in favor of the brand’s product,
the disadvantage is the danger of cyber attacks on the data of both consumers
and enterprises. A feature of viral marketing is the rapid spread of brand news
among customers and their friends, relatives, etc. The advantage of this
channel is the low cost of one contact, and the disadvantage is the
impossibility of constant use and the difficulty of reproduction, since it is
impossible to accurately predict whether a news or advertising campaign will
go viral or not.

Internet advertising (Ads) includes search (contextual) advertising
(SEA), targeted advertising in social networks (SMA), banner advertising,
video advertising, etc., in the form of images (image), context (context), links
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(links). Online advertising is used mainly to spread brand awareness (image
advertising) and sales (conversion advertising). The advantage is high
efficiency, which is ensured by successfully created advertising creatives and
correct settings for the target audience, which guarantees quick results and
increased sales. The disadvantage is the high cost of placement due to high
competition and short-term effect.

One of the important digital tools for attracting a target audience to a
company’s website is search engine marketing (SEM), which includes
contextual advertising (SEA) and search engine optimization (SEO).

2. Semantic mechanism of contextual advertising

Contextual advertising is the display of text or image advertisements that
appear on a search engine page alongside organic search results. The
mechanism of contextual advertising, which is also used in search engine
optimization, is semantic. This means that everyone gets the meaning of
certain words (Figure 2).

A A
Seller Buyer
(advertiser) (user, viewer)
I I
~
Product / Service Request / Interest
J J
Keyword Keyword

Figure 2. Semantic mechanism of search contextual advertising

Source: compiled by the author according to (Rindfleisch, 2020; Ivitsky, 2021).

The start of the action of the mechanism of search contextual
advertising begins from the moment when the user enters a query in the
corresponding line of the search engine. A user’s request can be different in
number and composition of words, but it is indicated by one keyword.
A keyword is an identifier (word or phrase) that characterizes a seller’s
(advertiser’s) product or service. The mechanism of contextual advertising is
built on the same understanding of the meaningful meaning of the keyword
by both the buyer (user, viewer) and the seller (advertiser). Work with
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semantics is fundamental in contextual advertising. The company’s work
with contextual advertising begins with the formation of a semantic core — a
list of keywords for which the search engine will display ads to users.
The success and effectiveness of an advertising campaign using contextual
advertising depends on the completeness and quality of such a list. In
Figure. 3 shows the semantic mechanism of working with search queries.

2] Zz
Conversion into —g Obtalnlng data from —g g Document
keywords 2 key sources 23 storage
(]
M S
! .
Request Linguistic =i
processed analysis +«—3 §
=2
| 3
Linguistic |
anflysis Images of documents
l Found
T Query : Relevance documents
Query in image Comparison
natural > of images J
language
) Processed Filtering and
User Interface |« documents <*—— sorting

Figure 3. Mechanism of work with search queries

Source: generated by the author from (Rindfleisch, 2020; Ivitsky, 2021).

The action of the mechanism starts from the moment the user enters a
request in natural language; further, machine processing of the request takes
place inside the mechanism, and its linguistic analysis is carried out. After
that, there is a comparison of images, that is, a comparison of the semantic
structure of the word with the machine’s understanding of this word; the
processed request is converted into keywords that are sent to data processing
from information sources. Inside the mechanism of contextual advertising
there is a huge number of information databases that rank words by semantic
meaning, meaning; the received data from information bases are compared
with keywords, after which the keywords enter the document repository;
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there is a parallel comparison of images, filtering and sorting of keywords,
again their linguistic analysis, and among numerous samples and images of
documents, the machine selects the most relevant value that matches the
user’s keyword entered in the search line in the form of a search query.
Advertisers in contextual advertising compete precisely for relevance, that is,
for the search query (keyword) that coincides in the understanding of the user
with the understanding of the advertising query.

The main principles of contextual advertising are presented in Figure 4.

Shown by a Advertiser pays ;lfea:zgggle ’
specific user only for engaged decidels) how chh
search query users he can pay for

a click

Figure 4. Principles of contextual advertising

Source: created by the author according to (Rindfleisch, 2020; Ivitsky, 2021).

e The main nuance of the user’s search query interaction with the
advertiser is a keyword, that is, a word or phrase that the advertiser chooses
to match the user’s search query. The selection of keywords in the semantic
core takes place with the help of domestic and foreign digital services, such
as, for example, Google Ads keyword planner, Serpstat, Key Collector,
Keyword Tool, etc.

« The strategic advantages of contextual advertising include:

« attraction of the target audience thanks to the display of ads according
to the search queries of those users who are looking for products or services
offered by the company;

« thanks to the use of web analytics counters and their integration with
the advertising service of the search engine (for example, the integration of
Google Analytics and Google Ads), it becomes possible to monitor the
results of the advertising campaign in real time and quickly react to
shortcomings (unsuccessful advertisement, unsuccessful selection of
keywords, incorrectly selected target audience, incorrectly configured time
targeting, etc.) by means of instant readjustments in order to increase its
effectiveness or to abandon altogether in order to save the budget. Such
monitoring allows you to notice problematic moments not only in the
advertising campaign, but also in the product and/or the quality of the
website, which allows you to quickly react and correct them;

« the ability to independently manage rates and an advertising budget or
use programmatic services using the technology of purchasing advertising at
programmed online auctions and purchasing a target audience (for example,
Programmatic), which allows you to control and optimize the company’s
advertising expenses;
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« powerful capabilities of geo-settings from a few kilometers around a
person to a few meters from a person inside the maps and even to a point
advertising campaign of certain places. Cartographic services are connected
to more precise geotargeted settings, which are transferred to the mechanism
of contextual advertising, and within one or another issue, within the maps,
exactly those ads are shown that are configured for the geolocation of a
specific person. This means that contextual advertising is the most accurate
in terms of geolocation;

e temporal targeting capabilities allow you to set up advertising
campaigns for the target audience in such a way that they are shown exactly
at the time when users are online and searching.

The contextual advertising algorithm consists of 7 steps (Figure 5).

-

Algorithm of actions

1. Choosing a search engine

2. Landing page preparation

3. Selection and setting of the target audience

4. Geo-setting and display time settings

5. Selection of keywords

6. Creating an advertisement

7. Connection of web analytics and tracking of results
after launching the ad

Figure 5. Algorithm of contextual advertising

Source: systematized by the author according to (Rindfleisch, 2020; Ivitsky, 2021).

1. The choice of search engine depends on which search engine the
target consumers use. In Ukraine, the most powerful and widely used search
engine today is Google with the Google Ads advertising service (Measure
the offline value of your online ads, n.d.). If people in the country use several
search engines, the company needs to find out the percentage ratio of the
target audience, depending on which service is used by different groups of
consumers, and take this into account when distributing the advertising
budget between them.
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2. The conversion into the target user action directly depends on the
high-quality preparation of the landing page to which the target audience is
directed according to the advertisement. The landing page should be
primarily relevant to the ad and also contain content that will meet the needs
of the target audience. In addition, it should be optimized for work with
search engines (SEO settings). The rating and place of the ad in search results
depends on the quality of the page.

3. Each enterprise must know exactly its target audience and
understand exactly who the advertisement should be aimed at, which will
simplify its correct setting within contextual advertising.

4. Researching the target audience and understanding the rhythm of
life of the target consumers will allow you to set the right time for the release
of advertisements and displays to the target audience, that is, to match this
time with the time when the user will directly search.

5. When forming a high-quality semantic core, it is advisable to use
several different services for the selection of keywords that exactly
correspond to search queries (Google Ads, Serpstat, Key Collector, Keyword
Tool, etc.).

6. The text of the announcement must be competent and effective.
Today, contextual advertising is automated and, accordingly, there are
various services that help create ads and check them for appearance and
perception by the target audience. It is advisable to check ads using various
services, as well as conduct A/B testing in order to increase the effectiveness
of the search advertising campaign.

7. An important stage within contextual advertising is the connection
of web analytics in order to monitor in real time how the advertising
campaign is progressing.

Implementation of the given recommendations in the selected stages
will allow effective advertising campaigns taking into account the interests
of the target audience, which will create positive impressions, with optimal
costs. This will help to increase sales and increase the income and profit of
the enterprise.

3. Synergistic connection of contextual advertising and search
engine optimization

Search optimization, as a tool of search marketing, is a set of measures
to increase the position of a website in the results of search engine results
based on pre-selected user searches. That is, both contextual advertising and
search engine optimization are based on the use of a semantic mechanism for
working with user searches. Contextual advertising and search engine
optimization have their own characteristics (7able I).
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Table 1
Comparison of contextual advertising and search engine optimization

Search engine optimization
(SEO)

Services of specialists (designer,
programmer, SEO specialist,

Comparison parameter Contextual advertising (SEA)

Creation of advertising

Costs creative and pay per click copywriter), for the purchase of
(CPC) .
external links, etc.
Pay per cl.1c.k, per site Yes No
Visit
Prospect Short-term Long-term
The share of potential
customers who come to 40% (first page of search results)
the site from only one 60% (top-3 in the issue)
channel
The share of potential
customers who come to N
the site from both 80-90%
channels
L i Effective, but slow; relatively
Efficiency Expensive; quick result; inexpensive; long-lasting effect
effective in the short term o
with proper support

Source: compiled by the author using data (Rindfleisch, 2020; Ivitsky, 2021; Shevchenko, 2024).

As it could be seen from the Table 1, both channels of attracting traffic
to the website have their own characteristics, advantages and disadvantages.
At the same time, it is advisable for the enterprise to use both channels in
order to ensure the synergistic effect of their interaction.

Search engine optimization is systematic work on a website, from the
beginning of its implementation to raising the position of the site in the results
of search results and bringing it to the top 3 on the first page, it takes from
three to six months. Maintaining high positions and, accordingly, creating
positive user impressions requires: constant generation of high-quality
content relevant to the requests of target consumers; gradual increase in
referral mass to the site from authoritative sources; tracking feedback about
the site’s performance and about the company and its brand/product in
general, as search engine algorithms react to any negative mentions on the
web related not only to the site, but also to the brand/company, which affects
its ranking and site position in search results; competent settings of the
internal optimization of the site without using dishonest methods of
promotion, etc. Such organic promotion of the site in the long term leads to
the fact that search engines begin to "like" it, they perceive it as high-quality
and, free of charge for the enterprise, promote the site in the results of search
queries of target users, which is effective in the long term. At the same time,
enterprises that carry out entrepreneurial activities need to ensure sales every
day. This task is helped by contextual advertising.

Contextual advertising is a paid tool, the company pays for each click
on the advertisement (CPC pricing model (Iankovets, 2023a). The
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effectiveness of contextual advertising is ensured, among other things, by
competent search optimization aimed at improving the quality of the website.

If the company will use only one of the search marketing tools, it will
not perform part of the website promotion tasks. Using only search engine
optimization provides targeted traffic to the site, but it happens slowly. Using
only contextual advertising can provide a short-term effect in increasing
sales, but only under the condition of a high-quality site provided by search
engine optimization. Therefore, the use of both channels in communication
increases the share of target customers’ traffic from 40% (using one channel)
to 90%.

4. Search engine optimization in creating website user impressions

To create positive impressions of website users, it is important to
ensure that the site is optimized for the requirements of the search engines
used by the target audience to find information. Searching and finding
information should be convenient and fast, and the obtained results should
contribute to the satisfaction of users from receiving exactly the necessary
and useful information, which will make a positive impression. This will
improve the customer experience and form a loyal audience of the website,
which meets the requests as fully as possible and allows solving specific
needs.

Search engine optimization (SEO) includes a set of measures to
optimize a website to increase its position in search engine results for pre-
selected user searches. The purpose of SEO for commercial resources is to
increase the traffic of potential target consumers with the subsequent
monetization of this traffic, that is, the receipt of income and profit by the
enterprise. For non-commercial resources, the goal of SEO is to increase the
network traffic of a potential audience.

There is a huge number of various websites on the network, from which
search engines collect data (scanning) and, according to this data, classify sites
by content (indexing). Next, ranking takes place, i.e. giving the site weight by
the search engine and sorting the sites by location in the search results.
According to the results of research presented in the source (Rindfleisch, 2020),
it was found that if the site comes to the first place in the results of the search
query, 80% of users switch to it, if the site comes to the fifth place — 20% of
users. If the site gets to the second page instead of the first, only 3% of users
make the transition. Accordingly, the further from the first page a site is located,
the less likely it is to be seen at all by those who are looking for exactly what is
offered on it. To increase the position of the site in the search results, SEO is
carried out, which is divided into internal and external.

The internal optimization of the website is aimed at eliminating
technical errors and improving the resource — the site becomes as relevant as
possible for search engines and users. The terminology of internal
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optimization is updated over time and today contains the following basic
concepts: metatags: title, description; hl tag; mass and weight of the word.

A tag is the name of an element of the standardized HTML language
(document markup language for viewing web pages in a browser), written in
angle brackets (<>). Web browsers receive an HTML document from the server
using HTTP/HTTPS protocols or open it from a local disk, then interpret the
code into the interface that is displayed on the monitor screen. An HTML
document consists of a group of elements, where each element begins and ends
with a certain tag. Usually, tags are used in pairs, the opening and closing tags
between which the element is located. Yes, information about the document is
located after the opening <head> tag. The </head> tag closes a text element with
information about the document. It is before the closing tag </head> that the
web analytics counters are located, which are installed on the site pages to
collect information about traffic and user behavior. Each HTML tag has its own
unique name with a defined syntax, which is written in Latin letters and is not
case-sensitive. A meta tag is a tag designed to present accompanying data about
a web page. For the internal optimization of the site, it is important to specify
the title and description meta tags correctly. This is service information about
the page that does not get to the page itself, but is visible to the search engine,
which is necessary for scanning and indexing the page.

The <title> meta tag tells the search engine what the page title should
be in search results. The name of the page itself should be located between
the opening and closing tags (Figure 6):

<gitle-Simms Fishing Products</title:

Figure 6. The title of the web page in HTML language in the source code

Source: view-source: https://rozetka.com.ua/

The title of the page should briefly and clearly reflect its content, the
optimal length of the title is 60—70 characters, the maximum is up to
120 characters. Usually, the most frequent search query is placed at the
beginning of the title text.

The <title> meta tag is displayed:

« in the source code of the page (Figure 6);
« in the output snippet (Figure 7);

Simms Fishing Products
https:/fwww simmsfishing.com - NepeknacTu U0 cTOpiHky  }

Simms Fishing Products
Simms Fish:ng. famous for waders made in Bozeman, MT, offers the best ﬂsning gear
& fly fishing gear.

Dig Into The Latest Drop - SIMMS Waders - Simms Help Center - All Men's Clothing

Figure 7. Displaying the title of the page in the search results output snippet

Source: Google.
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« in the browser tab (Figure 8);

c@l

/. Simms Fishing Pred...

Simms Fishing Products
https:/fww

v.simmsfishing.com

Figure 8. Displaying the page name in the Google Chrome browser tab

« in the CMS control panel (site management system).

The <description> meta tag is used by search engines to describe a
page in search results. The description should be clear, concise, contain
keywords. The optimal length of the page description is 120135 characters,
no more than 200 characters.

The <description> meta tag is displayed:

« in the source code of the page (Figure 9);

<meta name="desepipfion’ content="Simms Fishing, famous for waders

made in Bozeman, MT, offers the best fishing gear &amp; fly fishing gear.” />

Figure 9. Displaying the description of the website in the source code

Source: view-source: https://rozetka.com.ua

« in the output snippet (Figure 10)

Simms Fishing Products
https: ffwwnw simmsfishing.com - MepeknacTy Wo cTopidky  §
Simms Fishing Products
Simms Fishing, famous for waders made in Bozeman, MT, offers the best fishing gear
& fly fishing gear.
Dig Into The Lalest Drop - SIMMS Waders - Simms Help Center - All Men's Clothing

Figure 10. Displaying the description of the page in the search results output snippet

Source: Google.

« in the CMS control panel.

For a long time, internal search engine optimization used the
<keywords> meta tag to determine the relevance of a page. But over time,
there are changes in the work of algorithms of search engines and,
accordingly, in the requirements for the promotion of websites.

Algorithms of search engines are constantly developing and
improving. Today, the relevance of a page is determined not so much by the
similarity of keywords to user searches, but by the meaning of the text as
a whole, even if synonyms and other phraseological units are used instead
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of keywords. Hence, the placement of the <keywords> meta tag has become
optional since 2007. Practitioners even advise to remove this metatag
altogether, as algorithms perceive it negatively as artificially created
semantics and attribute it to dishonest promotion of the site, which affects the
reduction of its positions in search results (Shulga, 2017). It is more important
to generate high-quality content to increase the quality index of the site,
which affects the increase of its positions in the issue as a whole with the use
of search marketing tools, both search engine optimization and contextual
advertising.

Also, in the internal optimization of the site, when marking up the page
to structure its content in order to improve the display of information and its
perception by users, headings and subheadings are used, which are marked
with the tag h1 — page heading, h2-h6 — subheadings. A title differs from a
page title in that a page title is the service information that does not appear
on the page, while the title is what users see when they land on it. Therefore,
it is advisable to place the header on each page at the top, it should be clearly
visible. Moreover, the title should not repeat the name of the page (hl is not
equal to title), be concise and contain the main search query (Figure 11).

Subheadings h2-h6 must differ in terms of text and queries in them
from the h1 header, may not contain exact queries, located inside the text on
the page. When formulating the title and sub-headings, it is recommended
not to use the word "buy" and its synonyms.

SCCO WOMEN MEN KDS OUTDOOR GOLF  BAGS & ACCESSORIES  SHOE GARE Buyonine Fndastors (@ Q

BAGS & ACCESSORIES

Featured collections

ECGO BAGS & ACCESSORIES

ECGO POT

Figure 11. Comparison of the title (<title>) and the title (<h1>) of the page

Source: view-source:https://intertop.ua/ua/catalog/zhenskaya obuv/marc-o-polo/

When working with texts on website pages, it is important to improve
the quality indicator of both a separate page and the site as a whole to comply
with the requirements for the mass and weight of words. Word weight is the
ratio of the number of repetitions of a given keyword (phrase, phrase) to the
total number of indexed words on the page. The share of the keyword in the
text on the page should not exceed 8%, and this value is critical from the
point of view of over-optimization (oversaturation of the text with
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keywords). The optimal value of the word weight indicator is 4%
(Rindfleisch, 2020). The weight of the word characterizes the semantic
connection of the keyword with the content of the page. The weight of the
word is higher if the main keyword: is used in the title of the page; located in
the header (and, as mentioned above, the name of the page and the header
must be worded differently); highlighted in bold; placed in the first third of
the text; used in picture captions.

The sequence of actions for the internal optimization of the website 1s
presented in Figure 12.

~

Algorithm

1. Analysis of competitors

2. Creating a semantic core

3. Query clustering

4. Formation of the semantic structure of the site

5. Technical aspects, indexing

6. Work with content

7. Internal relinking

8. Analytics, increasing the conversion rate

Figure 12. Algorithm of internal website optimization

Source: systematized by the author according to (Rindfleisch, 2020; Ivitskyi, 2021;
Shulga, 2022; Shevchenko, 2024)

Competitor analysis is important in terms of identifying how
competitors are represented and where they appear in search results, what
keywords they are promoting, and what their site structure is, etc. Like any
competitor analysis, competitor analysis in search marketing is necessary to
identify their strengths and weaknesses. It is advisable to use the best
experience in the development and promotion of your own site.
Disadvantages of competitors are opportunities for the company. Services
such as Serpstat, SEMRush, etc. are used to analyze competitors.

1. The creation of the semantic core takes place according to the same
principles and using the same resources as in contextual advertising. The
difference is that in contextual advertising, the semantic core is selected to
promote a specific ad and is small in scope. In search engine optimization,
the semantic core is formed to promote each page of the website, so it can
include tens of thousands of keywords (depending on the type and
information architecture of the site (Iankovets, 2023Db).
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2. Query clustering involves the analysis of selected keywords in the
semantic core, which allows you to identify clusters (groups of keywords) in
different thematic areas. The semantic structure of the site is formed from the
obtained clusters.

3. Formation of the semantic structure of the site, which 1s a logical
scheme and principle of location of site pages, categories and subcategories.
How quickly the user will find the necessary information on it depends on
how simple and understandable the site’s structure is. There are two main
types of site structure: simple linear and tree.

4. A simple linear structure assumes the presence of a main page and
several internal pages. This structure is suitable for small sites, for example,
portfolio or business card sites (Figure 13).

~ ™
Main page
\ : J
i I I
e A
Page Page Page
- J

Figure 13. Simple linear website structure

Source: generated by the author.
The tree structure of the site is used for more large sites, blogs, online

stores and online portals. In Figure 14 presents examples of the tree structure
of various types of sites.

a) the structure of the corporate website
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Y
-
| Aboutus —1  Subdivision Goods
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| | Categories Subcategories Goods
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b) the structure of the online store
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G
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&
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N J N J
K
) Category 3 Articles

¢) blog structure
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d) the structure of the news portal

Figure 14. Semantic structure of different types of sites

Source: created by the author based on (Iankovets, 2023b).

In the structure of the corporate site (Figure 14a), "Subdivision" is the
main page relative to the "Subdivision 1" page. The main page of the "Blog"
1s divided into several sections, each of which contains articles on the
corresponding topic.

The tree structure of the online store (Figure [4b) can have an
unlimited number of categories and subcategories. At the same time, it is
important to comply with the requirement that the page of any product should
be located no further than three clicks from the main page. For example, for
a clothing store, it is advisable to create such nesting of pages "clothing —
men’s clothing — outerwear". The user can choose types of clothing using
filters.

In the structure of the blog (Figure 14c), posts are grouped by
categories. For example, in a food blog, articles can be categorized by region
or country (Mediterranean, Chinese, Italian, etc.) or by type of food (soups,
meat dishes, fish dishes, salads, etc.).

The content on the news portal (Figure 14d) can be grouped according
to a more complex branched structure. It can be grouped by material type or
publication date. In this case, the content will be placed in the appropriate
categories.
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5. Technical aspects, indexing. After the necessary metatags (title,
description) and tags (hl, can also be h2-h6) are added to the code of each
web page in the formed site structure, the pages are filled with high-quality
content, all technical settings are made, it is important to add the site to search
engine services, with the help of which you can get information about how
the site is presented in the search results in order to optimize the content and
identify and correct possible malfunctions. In particular, registration in the
free Google Search Console service helps to find out how the site is scanned
by the Google search engine and allows you to improve interaction with it
(About Search Console, n.d.). With the help of Search Console, it is possible
to monitor and optimize the traffic, position and appearance of the site in the
search results due to: acceleration of the process of finding the site by the
Google system and its scanning and indexing; detection of problems with
indexing and, after their correction, a request for re-indexing of new or
updated content; estimates of the traffic coming to the site from Google
search, how often and for which queries links to the site’s pages appear in
search results, how often users click on them and make a transition; receiving
a notification about problems with indexing, spam and other malfunctions;
identifying which sites refer to the resource; troubleshooting AMP pages (a
format of web pages that load quickly and are convenient for viewing on
smartphones), etc.

To register in Search Console, you need to enter the domain name of
the site, confirm ownership and upload the proposed HTML file to the site
(or in another way — insert the proposed meta tag into the code of the main
page of the site). To avoid errors, it is recommended that this procedure be
performed by a programming specialist. An important technical aspect of
facilitating the indexing process for search robots is the addition of two
service files to the site (performed before adding the site to Search Console):

« robots.txt — a file that records which pages on the site will be visible
to search robots;

« sitemap — a site map with information about the pages of the site that
need to be indexed and how often to index this or that page.

The robots.txt file is standard for various CMS and is used to block
certain pages from being indexed. The robots.txt file is placed in the root
directory of the site. For example, on the website https://rozetka.com.ua it is
located at the address https://rozetka.com.ua/robots.txt. This is a plain text
file that complies with the robot exclusion standard (protocol) and contains
one or more rules, each of which prohibits or allows one or another search
engine to access a certain path in the domain or subdomain in which the
robots.txt file is located. All files are considered crawlable by default unless
specified otherwise in the robots.txt file (Google Search Central, n.d. a).

It is in the robots.txt file that the link to the site map (Sitemap) is
located. A sitemap file contains information about how the content on a site
(such as web pages, videos, and other resources) is organized. A sitemap
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helps Google and other search engines index your site’s content more
accurately. For example, in the Sitemap file, you can indicate which sections
of the site are most important and provide additional information about them
(when the page was last updated, whether there are versions in other
languages, etc.).

The Sitemap file should be used if (Google Search Central, n.d. b): the
site 1s large and search engines may miss new or updated pages; the site
contains a large archive of pages that are not related to each other, so it is
advisable to list them in the site map; the site is recently created and does not
have enough external links to it from which search engines enter the sites;
the site contains a large amount of multimedia and news content.

There are also conditions under which it is not necessary to use a
Sitemap file: the site is relatively small (no more than 500 pages to be
displayed in search results); the site implements a detailed system of internal
links, by which, starting from the main page, the work can go to all important
sections of the site; the site has relatively few media files and news pages to
appear in search results. Sitemap files help Google robots find and analyze
videos, images and news from sites. If the business does not want such
content to appear in search results for images, videos or news, a sitemap is
not required.

All technical settings are performed by programming specialists.

6. Working with content involves its systematic updating and
improvement, taking into account the interests and needs of the target
audience in order to increase the quality of the website. This will contribute
to the improvement of user experience, the creation of positive impressions
and the formation of a loyal audience, which will allow solving the tasks of
the website and increasing the efficiency of the enterprise.

7. Internal linking helps extend the time the user visits the site and
immerses him in viewing various pages, which, provided the content is of
high quality, is positively perceived by the search engines and raises the
position of the site in the search results, as well as improves the customer
experience thanks to the positive impressions of the user.

8. Analytics, increasing the conversion rate. The connection of web
analytics counters to each page of the site allows you to monitor the operation
of the site, identify problems and malfunctions in time, correct them and,
provided that all previous stages of internal search optimization are
performed, increase the conversion of the site.

If the internal optimization of the site refers to its technical
configuration and filling with quality content, the external optimization of
the site is necessary to increase its authority for search engines and users.
External optimization is directed outside the site, it is work on backlinks to
the site, building up the mass of links, or obtaining links from other resources
to your site. Building the reference mass of a site to increase its ranking in
search engines was called link building (from the English link — link, buil-
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ding — construction). It is important to take into account the fact that ranking
algorithms determine the "authority" of Internet resources taking into account
the qualitative characteristics of links to them from other sites, taking into
account the thematic approximation of the resource and the site that links to
it. There are different types of external links that are used to increase the
weight of the site (Figure 15).

[ Types of external links ]
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Figure 15. Types of external links

Source: compiled by the author based on (Rindfleisch, 2020; Borzenko, 2021; Shulga,
2022; Shevchenko, 2024).

The links must be active, that is, clicking on them must lead to a page
on the website.

Any link includes the URL of the page and the anchor text that the
user sees. By clicking on this text (it 1s usually highlighted in blue and when
the mouse cursor is hovered over it, an image of a palm appears), the user
goes to the site page. An anchor link consists of two parts: text related to the
topic of the page of the site being redirected to, and the URL of the page. At
the same time, the user sees only the text. In anchor links, keywords are
organically introduced into the anchor text, which accurately reflect the
content of the page and the user clearly imagines exactly what he will see on
the page after going to it. The text part in the anchor link is highlighted using
tags. In the HTML code, the anchor link looks like this:

<a href="https://example.ua/">Anchor</a>.

You have to be very careful with the number of links using anchors,
because Google algorithms quickly calculate links with exact keywords and
can send them to the Google Spam team (Borzenko, 2021).

An unanchored link is a link whose text part does not reflect what the
user will see when he goes to the site page. Unanchored links can either be a
page URL or neutral text such as "Learn more", "Details", "View here", etc.
In addition to neutral words, brand names, the domain name of the main page
of the website to which the transition will be made, low-frequency queries,
etc. can be used. In the HTML code, the unanchored link looks like this:

<a href="https://example.ua/"> https://example.ua/</a>.

Unanchored links in the form of page URLs look organic and are
perceived by search engines as natural. At the same time, they do not answer
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what information is located on the page where the link leads. The content of
the text located before the link can help in this. Such links are actively used
in blogs, forums, and social networks.

Link exchanges (Megalndex, Rookee, SeoPult and others) are used to
obtain paid links. The advantage of buying links on an exchange is that the
link will not be removed after some time, for which the exchange is
responsible. Buying permalink exchanges is considered a long-term
investment, since these are the links that are established inside the topic
articles forever. They are expensive, but are considered the most effective.

Temporary (or leased) links are published temporarily and after the
expiration of the specified period, are deleted. The main disadvantage of such
links is that they are not placed in the text (they are placed on the sidebar,
which is graphically separated from the main content area (sidebar), as well
as at the bottom of the site page ("basement" of the site, footer), that is, they
are inconspicuous).

Free (crowd marketing) links are the most natural links, as they are
posted under the guise of a review or recommendation on review forums and
directories. The disadvantages include the fact that their creation and
publication requires time.

The most optimal option for creating an organic link mass is the ratio of
anchor and non-anchor links of 20%: 80%, as well as the placement of both
eternal and crowd links. It is this approach that will be perceived by search
engines as natural and will protect the site from falling into Google Spam.

How useful and interesting the site is to users is characterized by their
behavior (behavioral factors), which is reflected in the corresponding
indicators (Figure 16).

{ Behavioral factors and indicators }
. . ) Rate of
Website Failure Average time
. returns
traffic rate spent on the site .
to the site

Figure 16. Indicators of evaluation of behavioral factors of users

Source: compiled by the author based on (Rindfleisch, 2020; Borzenko, 2021; Shulga,
2022; Shevchenko, 2024).

Systematic monitoring with the help of web analytics programs and
analysis of data indicators allows you to identify problems, solve them and
improve the user experience, which, thanks to positive impressions, will
contribute to increasing the conversion of the site and the overall efficiency
of the enterprise.
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Conclusions

In the digital environment, search engine marketing (SEM) is one of the
most effective digital marketing (DM) tools in driving targeted website traffic.
This conclusion is based on the fact that SEM is focused on the requests of users
whose demand is actualized. Websites that will appear in search results at higher
positions, will be visible to the potential target audience, have a value
proposition relevant to the requests, and have a competitive advantage by
creating a positive impression for potential and existing customers. This is
achieved by speed and convenience in meeting the needs of consumers. Web
analytics, which is based on the collection, analysis of measurable data and its
presentation in reports, helps to find out how effectively traffic is attracted and
user interaction with websites, which allows businesses to make quick decisions
aimed at improving websites and interacting with customers. At the same time,
users’ expectations regarding privacy in the digital world have increased today.
Therefore, the use of machine learning models, which are created by analyzing
huge volumes of historical data, determining correlations and trends between
key data points, is widespread in web analytics for modeling consumer behavior
and conversions. Google has introduced the latest version of Google Analytics 4,
which allows you to collect data about the consumer’s digital journey from
various devices, including online and offline, and compile them in a joint report.
This allows you to build communication with the user thanks to the
implementation of the omnichannel principle in DM. This improves customer
experience and creates impressions.

Search marketing, as a DM tool, includes search (contextual)
advertising and search engine optimization (SEO). Working with semantics
and forming a semantic core based on user searches is fundamental in
contextual advertising. Accordingly, advertisements are shown for specific
search queries, taking into account settings for the target audience, and the
advertiser pays only for engaged users and independently determines how
much he will pay for a click. Web analytics help in real-time to monitor how
advertising campaigns are progressing and to quickly respond to identified
shortcomings. The contextual advertising algorithm proposed in the article
allows you to conduct effective advertising campaigns taking into account
the interests of the target audience, which will create positive impressions,
with optimal costs for the enterprise.

Contextual advertising and SEO as SEM tools have their own
characteristics, advantages and disadvantages. At the same time, both tools
are based on the action of the semantic mechanism of working with search
queries. The synergy of using both tools ensures an increase in targeted traffic
to the website from 40% when using one tool to 90% when using both, and
focused work on improving the quality of the website increases the
effectiveness of both contextual advertising and SEO.

SEO includes internal and external optimization. Internal is aimed at
technical adjustments, according to the requirements of search engines, and
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working with content to improve the user experience. External optimization
i1s aimed at building a link mass to the website. The article proposes an
internal optimization algorithm that takes into account both technical and
marketing aspects in creating user impressions. The optimal structure of
external links is proposed. Behavioral factors and indicators are indicated,
according to which, with the help of web analytics, it is possible to identify
problems and directions for improving the website and customer experience.
In general, search engine optimization contributes to the improvement of the
user experience due to the speed and convenience for users in meeting
actualized needs, which creates a positive impression. This will improve the
customer experience and form a loyal audience of the website, which meets
the search queries as fully as possible and allows you to solve specific needs,
which will contribute to increasing the conversion of the site and the overall

efficiency of the enterprise.
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GAMIFICATION OF CONSUMER
LOYALTY PROGRAMS

The development of a comprehensive
approach to the implementation of gami-
fication is an important direction in ensuring
long-term consumer loyalty. The companies’
use of game elements such as challenges,
competition, and reward systems provides an
effective impact on consumer loyalty, creating
an attractive and exciting experience. In this
direction, it is important to substantiate
the principles of gamification, distinguish the
stages  of  implementation,  determine
the elements and places in the creation of
unique loyalty programs. The purpose of the
article is to substantiate the implementation
directions of gamification in programs for
ensuring long-term loyalty. When conducting
the research, general scientific methods
of analysis and synthesis were used, used to
present the main elements of gamification,
their characteristics, empirical methods,
system-structural analysis, comparison and
graphic representation. The role of gami-
fication in loyalty programs is substantiated
and its key role in building long-term
relationships with consumers is proven. Key
trends in the use of gamification to stimulate
interaction and audience engagement are
explored. It was established that for domestic
companies the main elements of gamification
should be: points and awards; social
interaction; tasks and challenges, progression
and levels; competition and leaderboards;
personalization and customization; time
limits, stories and narratives; virtual awards
and honors. The priority areas of using
gamification are determined and attention is
focused on the effectiveness of the elements
within each. The stages of implementation of
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Introduction

In the highly competitive world of modern business, creating effective
loyalty programs is an important strategic task for companies. Traditional
methods no longer always meet the growing expectations of consumers, who
demand personalization and innovation. In this context, gamification is an
important tool for creating unique and exciting loyalty programs. Every year,
gamification attracts more and more attention from practitioners and
academics due to its potential to stimulate interaction with customers
and increase the effectiveness of marketing strategies. Gamification is based
on the principles of game design and uses game elements to stimulate certain
actions. An important aspect of its application is its role in loyalty programs.
By introducing gamified elements, brands create a unique context for
interaction with consumers. Personalized tasks and individual rewards help
increase participation and strengthen the connection between the customer and
the company’s product. Rewards and competition create positive emotions,
increase motivation and encourage participation in loyalty programs.
Understanding these aspects allows you to more effectively implement
gamification in consumer loyalty programs

Consumers show great tolerance for diversity, actively express their
individuality and strive for original impressions. In today’s business, it is
impossible to successfully compete without taking these trends into account. It
is precisely in this context that gamification becomes a necessary component
of consumer loyalty programs.

The use of gamification allows companiaes to build long-term
relationships with audiences, taking into account their unique needs and
aspirations. This not only stimulates consumer interest, but also empowers
them to express themselves and engage in creative interactions. This approach
not only meets the expectations of the modern generation, but also ensures
a positive impact on the brand, increasing loyalty and competitiveness of the
company in the market.

Scientific studies show that gamification activates various aspects of
consumer behavior. At the same time, the greatest attention is paid to
the relationship between gamification and ensuring consumer loyalty. The
problem of combining elements of gamification with loyalty programs is
covered in the works of the following scientists and practitioners: Clock
(May 27, 2023), O’Neill (January 25, 2022), Grochowska 1. (2023), Hober
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(November 30, 2023), Barney (September, 2023), Chang (2023),
Prysiazhnikova, Kirnosova (2023), Mostova (2018)), lankovets, Cherneva
(2022). Scientific studies devoted to the problems of gamification of loyalty
programs reveal significant aspects of this approach. At the same time, the
relationship between the level of loyalty and the gamified elements of
the company needs to be researched. In this direction, it is important to focus
on the methods of choosing gamified elements, while understanding the
psychological aspects and taking into account the development of a
comprehensive approach to the implementation of gamification in programs
to ensure long-term loyalty.

The aim of the article is to substantiate the implementation directions of
gamification in programs for ensuring long-term loyalty.

In accordance with the defined aim, the hypothesis was formulated that
gamification is an effective tool for ensuring long-term consumer loyalty.
Gamification also opens up opportunities to personalize long-term loyalty
programs. The use of analytics and recommendation algorithms will allow for
the creation of individual gamified tasks and rewards, taking into account the
personal preferences and consumption habits of each client.

To test the proposed hypothesis, the following general scientific research
methods were used: analysis and synthesis to present the main elements of
gamification, their characteristics; empirical methods, system-structural
analysis, comparison and graphic representation.

Despite the positive aspects of gamification in providing long-term
loyalty programs, there are challenges associated with psychological
reluctance, excessive pressure on the consumer and lack of balance in the
combination of gamification elements.

The main part of the article defines the key elements of gamification in
loyalty programs, indicating their features, specifics of use and possible areas
of use. An analysis of the dynamics of the use of gamified elements by
companies was carried out and a matrix of loyalty trends was constructed. The
main stages of implementing gamification elements for building long-term
loyalty and achieving the company’s strategic goals are proposed.

1. Gamification: basic concepts and components

Gamification in business is recognized as an effective tool aimed at
stimulating the participation of consumers and employees through the use of
game elements. This approach significantly affects various areas of business
activity, combining entertainment and business processes. The scientific
approach allows considering gamification as an effective tool for achieving
strategic goals in the modern business environment.

The biggest advantage of gamification in business is its ability to create
interest and motivation of participants. Game elements such as contests,
rewards, and virtual achievements encourage active participation and audience
engagement. This is especially important in marketing and advertising, where
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competitions and awards can increase brand engagement and increase customer
loyalty.

Gamification also has a positive effect on internal business processes,
increasing staff motivation and productivity. Historically, for a long time,
companies have tended to be more product-oriented in their operations. This
traditional concept has been about maintaining an existing market position
with a focus on short-term profits, mostly by cutting costs and increasing
production revenues (Iankovets & Cherneva, 2022). The implementation of
gamified motivation systems creates an opportunity to become the basis for
effective change management and the development of team cooperation in
the organization. In addition, gamification allows you to collect important
data about the behavior of customers and employees, using analytical tools
to further improve business strategies. This aspect enables businesses to
adapt their approaches and offer personalized solutions. The interpretation of
the term "gamification" can be viewed from several angles.

First of all, gamification is the application of game design and mechanics
in a non-game environment. Its purpose is to increase the level of motivation
and involvement of users, stimulate behavior change and achieve specific goals
(Clock, May 27, 2023).

Gamification is a strategy that combines entertaining and engaging game
elements into a non-game context to increase engagement and motivate certain
behaviors. Gamification requires an understanding of the target audience, their
motivations and the context in which the strategy is applied. For the effective
use of hemification, it is necessary to take into account all the components
(Figure ).

Points and
honors

Social

Virtual rewards
and incentives

interaction

Tasks and
challenges

Stories and
narratives

Gamification

Progression and
levels

Competition and
leaderboards

Personalization
and customization

Figure 1. Basic elements of gamification

Source: developed and supplemented by the author from (Barney, September, 2023).
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These elements work together to create a great gaming experience that
encourages players to actively participate and achieve their goals. Each of the
elements has its own role in achieving the goals (7able 1).

Table 1
Characteristics of gamification elements

Element Characteristic

It is a fundamental game mechanic that rewards users for achievements
and progress. Users earn points when they complete certain actions or
Points and honors | reach checkpoints; they are awarded badges for achievement or mastery
in a particular field. These visual representations of progress encourage
users to continue interacting (Barney, September, 2023)

. . The possibility of sharing experience, joint play and interaction between
Social interaction p y & eXp ) play

participants
Tasks and Setting tasks and challenges that participants must complete in order to
challenges receive points or rewards

Allow users to progress through various stages of the game system as
they complete tasks or earn points. This visual progression provides
a sense of growth and mastery, and encourages continued participation.
Unlocking new levels or accessing additional content creates a sense of
anticipation and excitement

Progression and
levels

Identification of leaders and competition among participants, which
increases motivation and stimulates activity. Displays the ratings of
participants based on their results and achievements. They create

Competition and o . .
P a sense of competition, challenge and motivate users to take a higher

leaderboards o .S
position on the leaderboard. Leaderboards are good for motivating
people to improve their skills and achieve goals (Barney, September,
2023)
Personalization and Allow participants to customize their profiles, characters, or other
customization gamification elements according to their preferences

Set deadlines for completing tasks or achieving goals, which creates an

Time limits ;
element of urgency and tension

Stories and Weave elements of stories and narratives that make gamification more
narratives interesting and engaging

Virtual rewards and | Participants receive virtual rewards such as medals, badges or trophies
incentives as recognition of their achievements

Source: developed by the author from (Barney, September, 2023).
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Gamification 1s used in a variety of industries, including education,
marketing, employee training, healthcare, wellness, and customer enga-
gement. For example, educational programs can use gamification to make
learning more interactive for higher education students, while businesses can
use it to improve employee productivity, encourage customer loyalty, or
reward employees and consumers (Figure 2).

Scope of gamification

Gamification elements can create unique interactive campaigns that attract

Marketin . . . . .
& attention and enhance interaction with the audience

The adaptability of gamification allows teachers to adapt content for
individual students, ensuring that each student receives an individual
learning path, making education more accessible and enjoyable (Hober,
November 30, 2023)

Education

It is a strategic approach aimed at attracting and retaining customers through
the use of game elements and mechanics; provision of virtual bonuses that
can be exchanged for discounts or gifts attracts customers and stimulates
their activity; using gamified algorithms to personalize recommendation
systems, which allows each customer to receive individually selected offers
and discounts

E-trade

Badges, points and leaderboards motivate employees to learn the necessary
skills and constantly improve; it creates a culture of continuous learning and
HR professional development; leaderboards promote a sense of friendly
competition among employees, encouraging them to surpass themselves
and reach new heights in their positions (Hober, November 30, 2023)

Health and wellness apps and platforms, for example, use gamification to

The sphere motivate people to lead healthier lifestyles; use gamified elements to track

of entertainment physical activity, set goals and reward users for achieving important results,

and recreation this gamified approach encourages users to stay active and make healthier
choices

Figure 2. Possible application areas of gamification elements

Source: compiled by the author based on (Hdober, November 30, 2023; Education
Technology, September 28, 2023).

These are far from all areas in which gamification elements are
integrated, since, according to statistics, they are increasingly used by various
companies.

The study of gamification is an urgent task, since this tool will allow
to study the complex processes of forming long-term partnerships between
the company's staff and customers (Mostova, 2018). In the general context,
gamification in business is an innovative tool that promotes interest,
efficiency and interaction of all participants in business processes and creates
additional benefits for the company.
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2. Gamification: research and trends

The dynamics of the use of gamification at enterprises shows the
gradual realization of its potential as an effective tool for achieving various
business goals. The general trend indicates that businesses are increasingly
incorporating gamification into their strategy to engage staff, drive
productivity and increase customer loyalty. Confirmation of the growt in the
level of gamification use is shown in Figure 3.
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B North America EEurope EBthe Asia-Pacific region =EMiddle East and North Africa @Latin America

Figure 3. Global gamification market, USD billion
Source: (Clock, May 27, 2023).

The global gamification market is projected to grow from
USA 9.1 billion in 2020 to an expected USA 30.7 billion by 2025, at
a CAGR of 27.4%. North America will remain the leader in the global
gamification market, continuing to hold the largest share over the next five
years. This is due to the high popularity of mobile Internet, which is used by
90% of the region's residents through smartphones (Chang, 2023).

At the same time, the gamification market in Europe is also expected
to develop significantly during the forecast period. Active support from local
authorities and key stakeholders will contribute to further growth. For
example, political initiatives in Great Britain and France are aimed at holding
conferences and events dedicated to gamification (Clock, May 27, 2023).
Although North America and Europe remain the main participants, other
regions plan to gradually increase the use of gamification elements.

Gamification finds its application in various markets, proving to be an
effective tool for stimulating interaction and engaging the audience. In the
field of retail trade, gamified loyalty programs and interactive contests help
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increase sales and retain customers. In the financial sector, gamification is
used to increase financial literacy and motivation for financial transactions.
In the technology sector, gamification is used to improve productivity and
develop skills. In the field of personnel management, gamified incentive
systems become a tool for increasing employee motivation. Thus, gami-
fication is a universal tool that adapts to various business sectors, helping
companies to achieve their goals and interact with the audience at a new level.

According to research, the number of enterprises planning to use
elements of gamification will increase, and today it is most often used by
retailers (Figure 4).

H Retail

B Banking sphere

B Government

@ Health care

O Education and science

IT and telecommunications

D others

Figure 4. Analysis of the use of gamification elements by industry distribution, %

Source: (Fortune. Business Insights, Jun, 2020).

Predictions indicate that gamification is now an unstoppable industry.
Many businesses, from large to small, see the benefits of engaging their
customers and employees in the use of interactive technologies. And this is
reflected in the numbers (O"Neill, January 25, 2022):

* according to estimates, by 2025 the global profit from the sale
of gamification will reach USD 32 billion;

«it is expected that by 2025, gamified learning will be valued
at USD 25.7 billion; USD 25.7 billion;

*in 2016, the international gamification market was estimated at
USD 4.91 billion. The latest numbers predict growth of 142%, with the
market now valued at USD 11.94 billion;

* 70% of global companies use gamification in one way or another;

* 50% of startups use gamification;

* 80% of US households own at least one gaming device — therefore
people approach this technology with pre-developed gaming skills and
knowledge and can be more receptive and adaptive to the system,;

» companies using gamification can increase the conversion rate up to
7 times.

The best positive dynamics of the use of gamification elements is
demonstrated by the food retail industry, namely the use in building customer
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relations with the help of marketing tools. Companies use gamified loyalty
programs, contests and promotions to attract and retain customers. This
allows businesses to compete effectively on the market and provide
consumers with a new level of interaction with the brand. One of the
examples of the effective use of gamification elements is the project with
the integration of AR-books: "Alice in the Wonderland" and "Alice through
the Looking Glass", implemented by the ATB product network. The
condition of participation in the program was the purchase of goods for
a certain amount. The assortment of goods was the same for all stores and
was not limited to specific categories of goods. 275 000 books were printed.
The mobile application was supposed to "revive" the pages and the characters
on them. The effectiveness of augmented reality in marketing, according to
live animations, increased the frequency of purchases by 25%, their number
by 30%, and the time of interaction with the product seven times. According
to the results of the promotions, 718 000 AR-books were sold in ATB. This
is an absolute record for Ukraine, because for comparison, according to the
Book Chamber of Ukraine, the average circulation of one children's book in
2017-2018 was about 2 700 copies. Another retailer, namely Silpo, held
promotions with action figures of fantastic characters — "Stikeez". According
to the retailer, the figurines, of which there were about 20 million of pieces
ran out even before the end of the first promotion. During the campaign, the
average check increased by 7%, the number of new customers — by 2% during
the first campaign and by 6% after the second, and the retailer's market share
increased by 8%. 75% more buyers participated in this promotion than in
similar promotions with other toys (RAU, 2022).

As such, gamification is growing in popularity in businesses as it helps
improve various aspects of business, including HR, marketing and training.
This trend shows that enterprises recognize it as an effective tool for
achieving strategic goals and improving both internal and external business
processes.

3. Elements of gamification of loyalty programs

Loyalty programs are one of the most effective tools for retaining
customers and building long-term loyalty. Loyalty is considered as a
component of three elements: trust; commitment to values; long-term
relationship. Consumer loyalty is defined as their preference for the product,
services, service, trademark, logo, appearance, personnel, service system of
a particular enterprise (Prysiazhnikova, Kirnosova, 2023).

Gamification, as a concept of using game elements in non-game
contexts, is an important component of marketing strategy implementation.
Let's consider the impact of gamification on the effectiveness of loyalty
programs and ways to use this approach to attract and retain customers.
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Figure 5 shows two key insights into loyalty marketing trends: their greatest
impact over the next 2—3 years and the urgency of investment in 2023.

On the one hand, it identifies the importance of the trends that have
the greatest impact on customer loyalty marketing, including strategies and
tools that will be a key to successfully securing customer loyalty in the near
future. On the other hand, the urgency of investments in 2023 is taken into
account, showing which trends require the most attention and resources in
the current year for effective implementation.

This allows companies and marketers to direct resources to the most
promising and important aspects of loyalty marketing in the near future,
ensuring an optimal relationship between strategic planning for the long term
and current investment needs in the current year.

Experience-based

40 II Predictive analytics

rewards

g Marketing automation ]

Gamification : Yy
1
| Paid membership | l
Predictive segmentation |
20 J |
Mobile payments | . K
Business Intelligence

10
| Partnership-based marketing T

10 20 30 40

30

%

Impact on loyalty programs,

Trends, %

Figure 5. Loyalty Trends Matrix
Source: (Open Loyalty, 2023).

2023 Gamification, experience-based rewards and predictive analytics
are named as key trends that will impact the loyalty industry over the next
2-3 years. The top three trends that marketers plan to invest in next year are
pretty much the same, with the exception of marketing automation replacing
predictive analytics.

Experts confirm that gamification and attracting customers in a non-
transactional way is becoming a decisive way to stand out from the
competition. The fact that marketing automation is one of the key trends
that marketers plan to invest in is also no surprise, given its potential for
things like data collection, personalization and, most importantly, creating
memorable customer experiences. Companies' focus on collecting and using
data to deliver more personalized experiences remains an ongoing
challenge, especially as customer expectations rise and Gen Z becomes a
key segment. An increasingly strong connection between payment systems
and loyalty is developing, which will also be a key in the coming recession
(Grochowska, 2023).
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In 2023 it was noticed a noticeable shift in approaches to key trends
that were relevant in previous years, particularly in the areas of mobile
applications and mobile payments. This unexpected turn may indicate either
a change in priorities in the business environment or a rethinking of what
can ensure maximum investment efficiency in today's unpredictable
environment.

The popularity of mobile applications and mobile payments, which
used to be widely recognized, has now lost its relevance. Instead, the
emphasis is shifting to experience-based rewards, which have not
previously been valued in the industry. This indicates a change in perception
and approaches to how to achieve maximum profit in the uncertain
conditions of today's market.

Gamified loyalty programs have an amazing ability to retain
experience-oriented consumers over time, building relationships and
communities among participants. Gamification encourages consumers to
interact with the brand regularly and make more frequent purchases, and
also provides an opportunity to collect important customer data. Let's
consider the stages of introducing gamification into loyalty programs, which
can increase consumer engagement in online and offline environments

(Figure 6).

Stage 1. Evaluation of the existing loyalty program and analysis of the
marketing environment (if the loyalty program has not been implemented,
the company begins with an evaluation of the marketing environment)

Stage 2. Definition of goals

Stage 3. Determination of the target audience

Stage 4. Selection of tangible and intangible values/motivations for the
consumer

Stage 5. Selection of gamification elements

Stage 6. Determination of targeted actions for which benefits for
consumers will be accrued

Stage 7. Setting KPI

Stage 8. Implementation of gamification elements in the loyalty program

Stage 9. Performance evaluation and control

Stage 10. Updating and supplementing gamification elements in the
loyalty program

Figure 6. Stages of implementation of gamification elements
to build long-term loyalty

Source: compiled by the author.
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When considering the importance of implementing gamification
elements in loyalty programs, it is important to consider all stages of this
process. From initial concept to implementation and further refinement,
every step is important. At the first stages, you need to clearly define the
purpose of gamification and the goals of the loyalty program. A thorough
analysis of the audience and its needs allows you to collect key information
for further consideration in game design.

The next stages are the development of game mechanics and elements
that meet the defined goals. It is important to create an engaging gaming
experience that will encourage participants to be active and participate.

One of the most responsible stages is the implementation of the gamified
program in the real environment. At this stage, it is necessary to ensure convenient
access and effective integration with existing loyalty systems. Constant
monitoring and analysis of results allows timely identification of weak points and
optimization of gamification elements to achieve maximum efficiency.

This article examines the main elements of gamification and
characterizes each of them. These elements are actively used by companies
in loyalty programs, in addition to generalized elements; it is worth providing
examples of ideas that are effectively applied in practice (Adact, Novem-
ber 10, 2023). These elements include:

» wheel of fortune (wheel of fortune spins can reward consumers with
discounts, free products or services and other prizes of their choice;
consumers will not only enjoy the game, but also be more likely to return for
future purchases);

« boxes with prizes (simple logistics compared to the excitement of
opening a box and receiving some kind of gift can make people very
enthusiastic about the game; the company can even create different levels,
depending on the conditions of the loyalty program);

« rewards for targeted actions (answering questions, watching videos,
going to the site, finding an error, passing a test, etc. — all these targeted
actions can be supported by a reward for the consumer);

e puzzles or quests, quizzes (a unique game that allows you to
demonstrate to consumers how much the company understands them and
how much consumers are loyal to the company in return; for each successful
game, consumers can also receive a reward, in addition to the interesting
aspect of the game, a special prize will motivate people to continue playing
and doing everything right);

o scratch cards (this element of a gamified loyalty program works in a
similar way to lottery tickets, where customers can scratch a card and receive a
reward if they are lucky enough to collect the right combination; this is a fun
way to attract customers and give them something of value at the same time).

Considering all stakeholders is critical to the successful implementation
of gamification in loyalty programs, creating an engaging, exceptional
experience for consumers and ensuring the building of long-term loyalty.
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Conclusions

The effectiveness of the functioning of domestic companies is
determined by the formation of long-term relations with consumers. That is why
every year marketers pay more and more attention to the management of loyalty
programs. An important direction in ensuring long-term consumer loyalty is the
development of a comprehensive approach to the implementation of
gamification by domestic companies. The effectiveness of its implementation
determines the need to structure its main elements (points and honors, social
interaction, tasks and challenges, progression and levels, competition and
leaderboards, personalization and customization, time limits, stories and
narratives, virtual awards and incentives) and systematization of stages. This
composition of elements will allow solving the problem of psychological
insensitivity and excessive pressure on the consumer.

The results of the research indicate that for domestic companies the main
stages of gamification implementation should be: evaluation of the existing
loyalty program and analysis of the marketing environment; definition of goals,
definition of the target audience; selection of gamification elements;
determination of targeted actions for which benefits for consumers will be
accrued; KPI setting; introduction of gamification elements into the loyalty
program; performance evaluation and control; updating and supplementing
gamification elements in the loyalty program. Such phasing will allow to
rationally determining the components of the gamification process, which will
generally increase interest in the corresponding loyalty program.

Further research will be aimed at developing a comprehensive
approach to the implementation of gamified elements in order to form a
positive attitude towards loyalty programs of enterprises and increase
consumer involvement.
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DIFFUSION OF INNOVATIONS
IN E-TRADE

In terms of market relations, the effectiveness
of marketing systems is a decisive factor in the
competitiveness of the enterprise. In today’s
world, enterprises cannot exist without the
introduction of innovative processes into
production or to existing goods or services. The
application of innovations in marketing, which
increases profitability by 10%, is extremely
relevant today, so there is an urgent need to
study the spread of innovations in e-trade, taking
into account marketing management. The aim
of the article is to determine the impact of
marketing management on the spread of inno-
vations in e-trade. The research was conducted
using methods of theoretical generalization and
grouping;  formalization  and  synthesis;
principles of scientific content analysis. In order
to assess the significance of the influence of the
components of the marketing complex on the
spread of innovations in e-trade, for the
reliability of the research results and the
Justified choice of strategies, the model of F.
Bass was chosen, which is characterized by the
universality of application and the classification
of e-consumers into social groups: innovators,
early followers, early majority, late majority and
outsiders. Price and promotion (advertising) are
found to affect the size of the e-trade market,
taking into account the elasticity of demand and
the growth dynamics of the e-trade market size.
Innovations ensure the further development of
successful business and maintaining competitive
positions on the market, therefore demand
forecasting is a priority area. Marketing mix
management affects all key elements of the Bass
model, including innovativeness and imitation
rates, total e-trade market size, and diffusion
rates. It was found that the price is the dominant
factor in the diffusion of innovations, and the
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OV®y3Is1 IHHOBAIIIN
B E-TOPT'IBJII

B ymosax punkosux eiomocun egpexmus-
HICMb MAPKEeMUH208UX CUCEM € BUPIUATbHUM
axmopom KOHKYPEHMOCNPOMONCHOCME  NiO-
npuemcmea. Y cyuacrHomy ceimi nionpuemcmasd
He MoXxCymb icHysamu 0e3 6npOBAONCEHHS
IHHOBAYIUHUX npoyecié y eupobHUymseo abo 0o
eoice IcHylouux moeapie abo nocaye. Haoszsu-
YAHO AKMYATILHUM HA CbO2OOHI € 3ACMOCY8AHHS
[HHOBAYI Y MAPKEMUH2Y, Wo NiOGUWYE PeHmMA-
benvricmo Ha 10%, sidmak, 6UHUKAE HA2ATbHA
nompeba 00CHiONCeHHs NOWUPEHHsL THHO8AYIll 6
e-mopeieni, 6paxosylouu YNpAaeliHHA MapKe-
mutreom. Memorw cmammi € 8USHAUeHHs GNIUBY
VNPAGNIHHA — MAPKEMUH2OM — HA  NOWUDEHHS
innosayiil 6 e-mopeisni. JJocniodicens nposedero
i3 3acmocy8anHaM Memodig: MeopemudHo2o
V3a2aNbHEH S Ma 2pYynYyeantsi, gopmanizayii ma
CuHmesy, NPUHYUNIE HAYKOBO2O KOHMEHM-
ananizy. 3 Memoio OYiHKU ICIMOMHOCMI 6NIUBY
CKIIA00BUX KOMNAEKCY MapKemuHay Ha Nouiu-
PeHHsL [HHOGAYill 6 e-mopeisni Ol 00CmO8Ip-
HOCMI pe3yIibmamie 00CAI0NCeH s ma 00TPYHMO-
earozo eubopy cmpameziii 00pPaHO MOOeib
@. bacca, wo xapaxkmepuzycmvcs YHieepcanb-
HICMIO  3ACMOCYBAHHS  mMa  KiAcugikayicio
e-CnoJcuBayie Ha COYIanbHi 2pynu: HOBAMOPU,
PAHHI NOCTIOOBHUKY, DAHHA OLIbWICMb, Ni3HA
binbuwicmo ma aymcatioepu. L{ina ma npocysan-
HA (peknama) 6naUBAIOMb HA PO3MID PUHKY
e-mopeieii, 8paxos8yrdu enacmuyHicms nonumy
ma OUHAMIKY —3DOCMAHHS — PO3SMIDY — DUHKY
e-mopeieni. Innosayii 3a6ezneqyioms nooanbuuil
PO3GUMOK  8e0EeHHsl  YCHiuHO20 Oi3Hecy —ma
VMPUMAHH KOHKYPEHMHUX NO3UYiti HA PUHKY,
MOMY NPOSHO3YBAHHA NONUMY € NPIOPUMEMHUM
Hanpamom. Ynpaeninnsa Komniekcom mapke-
MUH2Y BNIUBAE HA 6CI KIIOYOBI e/leMeHmu MOOeli
FBacca, sxnrouarouu koegivienmu innosayivinocmi
ma HAcCHiOY8aHHs, 3A2ANbHULL  PO3MID  DUHKY
e-mopeigni ma Ha weuoxicms ougysii. Busasnero,
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effect of advertising is cumulative during the life
cycle of the innovative product, which positively
affects both the size of the market and the speed

wo Yina € OOMIHYIOUUM (aAKMoOpom NOWUpPeHHs
inHoBayill, a eghekm 6I0 pexnamu € Kymyasmue-
HUM NPOMASOM JHCUMMEBO20 YUKTY THHOBAYIL-

HO20 NPOOYKMY, W0 NOUMUBHO GNIUBAE K HA
PO3MID DUHKY, MAK [ HA WEUOKICMb PO3NOECIO-
00iCeHHs1 IHHOBAY L.

of diffusion of innovations.
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Keywords: innovations, marketing com- KOMILJIEKC

plex, diffusion of innovations.
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Introduction

In terms of market relations, the effectiveness of marketing systems is
a decisive factor in the competitiveness of the enterprise. In today’s world,
enterprises cannot exist without the introduction of innovative processes into
production or to existing goods or services. Bringing innovative products to
the market is associated with significant risk, as it requires investment,
powerful organization and coordination of actions. In particular, there is a
need for forecasts of the speed and volume of sales of products, taking into
account novelty (Barabanova, Bogatyrova, 2022, p.10). Modern methods of
econometric forecasting of the product life cycle are impossible without the
use of the most modern models of marketing forecasting, which can
investigate the process of diffusion of innovative products based on the
theory of complex systems. The first studies in this direction appeared in the
1960s and are still widely used today. These models represent the arrival of
new products in the market and use the S-curve to characterize their
diffusion. The class of diffusion models is very broad and well suited for
practice. The diffusion of innovation in the market and the role of marketing
management is the subject of research in many disciplines, including but not
limited to marketing, economics, operations, statistics, and technology
management. 50% of business profits are generated by products that are less
than 5 years old, in particular the total demand for a new product and the
shape of the demand curve influence the company’s decisions regarding
supply chain, production, inventory and marketing investments (Teach,
Schwartz, 2003). Despite the fact that the approaches to modeling the
diffusion of technology and innovative product are very similar, in recent
years it is the study of modeling the demand for innovative products that
dominates scientific research. After all, when launching and evaluating a
project for the development of an innovative product, two unknowns have
the greatest influence on its cost, and therefore on its attractiveness for
investors: the amount of demand and risks. The more accurate the forecasting
of these parameters, the more accurately the cost of the innovative project is
predicted and the smaller its uncertainty. Considering this, the application of
innovation in marketing, which increases profitability by 10%, is extremely
relevant today, so there is an urgent need to study the spread of innovation in
e-commerce, taking into account marketing management.
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Modeling and forecasting the rate of spread or diffusion of innovations
and innovative products has been one of the key topics of scientific
discussions, since the first works of scientists Fourt A., Woodlock D. (1960),
Mansfield E. (1961), Floyd A. (1962), Rogers E. (1962), Chou G. (1967) and
Bass F. (1969). At the same time, Fourt and Bass operated with just such a
concept as an innovative product.

The concept of "diffusion" was initially applied to the adoption of
technological innovations in a social group (Stoneman, Battisti, 2010),
(Melnikov, 2015), but over time this perspective of "technology
implementation" regarding diffusion appeared in the influential theories of
Rogers E. (1962), described in the framework of 5 factors affecting the
diffusion of innovations: better product performance compared to alternative
methods; compatibility with the client’s values (for example, expensive
wines should have corks, not screw caps); lack of complexity of the product;
the possibility of convenient testing and transparent observation (for
example, non-users can observe how others use the product) (Rogers, 1962).

In 1969, Bass F. published a model for predicting the first purchase of
a new product category in the journal "Management Science" (Bass, 1969).
Bass’s theory has been described as a model of the diffusion of innovation
because it hypothesizes that the increase in demand for a new product
category is a function of how information about that product spreads through
the social system.

In the 1970s, scientists began to expand models of the diffusion of
innovations. Let’s consider the main ones. Abernathy W., Townsend P. (1975)
proposed a descriptive model of the spread of innovations based on scientific and
technical achievements affecting labor productivity within the enterprise
(Abernathy, Townsend, 1975). Dodson J.A. and Muller E. (1978) developed a
modified exponential curve to model product growth and a logistic curve to model
the increase in the total number of potential customers (Dodson, Muller, 1978).

Mahajan V. and Peterson R. (1979) put forward a model of the
diffusion of innovations to durable goods, taking into account the change in
market volume over a certain period of time (Mahajan, Peterson, 1979). The
model proposed by Mahajan and Peterson is a general dynamic growth
model, and the Dodson and Muller model is a mechanism for incorporating
the advertising variable into the dynamic growth model.

In 1984, Asmus H. classified new product forecasting models into two
types: trial repetition models (distinguishing the total volume of sales and
trial purchases) and competitive structural models (estimating market share
when introducing a new product) (Assmus, 1984).

The considered theory of Bass caused interest and the appearance of
debatable issues regarding the fixed market potential and the possibilities of
marketing influence on the diffusion of innovations.

The aim of the article is to determine the impact of marketing
management on the spread of innovations in e-trade. The hypothesis
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underlying this study is that price and advertising can alter the diffusion of
innovations in e-trade.

The theoretical and methodological bases for writing the article were
the works of foreign scientists on the issue of studying the diffusion of
innovations. The methods of grouping, formalization and synthesis, the
principle of scientific content analysis were used to select a model to
forecast the spread of innovations.

The main part of the article is divided into sections, each of which
reveals an aspect of the diffusion of innovations in e-trade through the
influence of price and advertising. The chapters reveal the essence of
innovation diffusion models, the influence of marketing on their diffusion,
and changes in the volume of the e-trade market with changes in price and
promotion. Each chapter succinctly presents the key findings, highlighting
the dependence of the e-trade market on marketing, taking into account price
elasticity. The research is the starting point in a series of articles aimed at
highlighting the importance of forecasting demand for product innovations
at the stage of their development.

1. The essence of innovation diffusion models

Innovations can spread through social systems only through the
perception of individual elements of the system: consumers, when new
products enter the market. Rogers E. called this cognitive process innovation
adaptation. The central place in the theory of diffusion of innovations is
occupied by the modeling of the decision-making process regarding the
adaptation of the elements of the social system due to the wide recognition
of the idea of the spread of technological innovations as a social
phenomenon, so this concept is adopted by strategists and marketers in
different countries.

Over time, innovations spread through communication in social
systems. In this regard, the following key elements of the theory can be
identified:

Innovation is defined by E. Rogers as "an idea, practical activity or
object that is perceived as something new by an individual."

Communication channels are means of transmitting messages from
one person to another.

Adaptation time is the relative speed with which members of the social
system adapt their innovations.

A social system is a set of interconnected communities that solve
problems together to achieve a common goal (Bazhal, Bakushevych,
Venesaar, 2015, p. 110-111).

The Bass model, widely known in the academic literature, has been
chosen as one of the ten most influential works in the 50-year history
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of management science (Ofek, 2005), (INFORMS ONLINE, 2004). Bass’s
generalized model studies the impact of such variables of the marketing mix
as pricing and promotion (advertising) on the level of demand. In Bass’s
generalized model, changing these elements of the marketing mix shifts the
demand curve, given the fact that market size is constant (Bass,
Krishnamoorthy, Prasad, Sethi, 2004).

2. The influence of marketing on the diffusion of innovations

To understand how the marketing mix affects consumer buying
behavior and overall market opportunities, it is necessary to study the
behavior of e-users. The basic assumption of the Bass model is that the
acceptance of a new product category by members of a social system leads
to an increase in unit sales. Assuming that Bass’s hypothesis is correct, the
question arises as to how the social system affects those who do not use the
product and what factors influence them (Gurumurthy, Mukherjee, 2020;
Chenavaz et al., 2020).

Bass F. assumed that the possibility of purchasing a new product
(service, technology) by consumers is a linear function of the number of
previous buyers. Bass interpreted the model’s linear coefficients as a
tendency toward innovation and imitation. The probability that someone will
buy a new product at time t (assuming that the person has not bought this
product before) is represented by the equation:

P+qF(O)=(f())/(1-F(1)), (D

where P — is the coefficient of initial perception of the innovation, often referred to
as the "advertising effect";
q — imitation coefficient, word-of-mouth effect;
F(t) — is the cumulative distribution function (probability of accepting the
product at time t);
f(t) — is the probability function of a random variable;
t — is the time of acceptance of a new product (adaptation).

Based on open statistical data of e-trade enterprises for
2021 (UkrStat, 2024), their estimated parameters are given, where p = (0.022,
q=0.384, m =5 628 (the number of e-enterprises on the territory of Ukraine
that are consumers of innovative products). The coefficient of initial adoption
of innovations and the coefficient of imitation are constant values that are
taken as a basis for new innovative products. Let’s try to refute the
assumption that the market potential is fixed and does not depend on the
management of the marketing complex (Figure 1).
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Figure 1. Number of innovators for new innovative products

Source: compiled by the author based on data (UkrStat, 2021).

So, from the maximum number of possible innovators (e-enterprises
that are the first to introduce innovative products), the peak of demand
for new innovative products fell on week 22 and reached the mark of
5 214 people, and then the dynamics began to decrease, which may mean that
the attention of innovators switched to other products and saturation of the
e-trade market, calculations were made based on the presented formula.
Some scholars believe that e-trade refers to the innovation of enterprises to
develop fragmented value chains without a system of industrial relations
regardless of business models (Kharchenko, 2023).

3. Diffusion of innovations when price and promotion change

AnyLogic (2023) software was used to simulate the simplest innovation
diffusion model. This software allows you to model system dynamics using
simulation simulations. In the simulation model, there are two stock variables
and one flow variable, which will form the basis of the Bass model. In addition,
three parameters and two dynamic variables have been added. The same model
can be used to test the effect of prices and advertising on the market volume of
innovative products. So, let’s consider the dynamics of demand for new
innovative products according to the cumulative distribution (Figure 2).
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Period, weeks

Figure 2. Number of cumulative innovators for new innovative products

Source: compiled by the author based on data (UkrStat, 2021).
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Bass’s model suggests that the process of a new idea depends on two
factors: the coefficient of innovation and the coefficient of imitation. Pricing
affects the speed of diffusion (innovation rate, imitation rate) and overall
market potential. The effects of pricing may differ for durable and non-
durable goods, for expensive and inexpensive goods, but the general effect
of pricing is to increase diffusion and market opportunities (Boehner, Gold
2012).

We will try to identify the influence of such components of the
marketing complex as: price and promotion (advertising) on the size of the
e-trade market.

As a result, we will check the influence of low, medium and high
values both on price elasticity and on advertising values. We propose the
following multiplicative expression for market potential, where m is a
function of price (P) and advertising (A):

m = sP—eAf, (2)

where m — is the market potential (size);
s — scaling factor;
P — price;
A — advertising expenses;
e — price sensitivity (elasticity) coefficient;
f — is the coefficient of sensitivity (elasticity) of advertising.

The functional form for the market potential was chosen because it is
the standard Cobb-Douglas function, which is widely used in economic
research due to its robust stability properties and ease of parameter
estimation. Coefficient e is the price elasticity of demand; coefficient f is
advertising elasticity (7able).

Table
Parameters of marketing complex management
in the Cobb-Douglas demand function

Sensitivity coefficient
Parameters
low medium high
e 0.35 1.00 3.00
f 0.25 0.50 0.75

Source: compiled by the author from (Cobb, Douglas, 1928).

In Figure 3, the price and advertising levels are normalized for ease
of illustration and comparison, where an index value of 100 represents the
average value.
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Figure 3. The influence of price on the size of the e-trade market
Source: developed by the author based on data (UkrStat, 2021).

A low price elasticity of demand is a relatively more direct trend and
shows the effect of price on the overall size of the e-trade market, which is
growing much faster. For example, for a price index of 100, the market size
1s 5 213 for both curves. If the price falls to 80, the size of the highly elastic
demand market doubles to about 10 350 (Figure 4).
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Figure 4. The impact of advertising on the size of the e-commerce market

Source: compiled by the author based on data (UkrStat, 2021).

The impact of advertising on the total size of the e-trade market grows
much faster, given the low advertising elasticity. Also, the returns to
advertising diminish as advertising increases, so the low-elasticity demand
curve becomes much steeper (more vertical), indicating that the increase in
market demand eventually becomes very small as advertising increases. For
example, with an advertising index of 100, the market size is approximately
5213 for both curves. If advertising increases to 200, the size of the
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e-trade market is highly elastic, demand nearly doubles to about 8 000, while
with low price elasticity, the market increases to 6,000. In general,
the effect of advertising is cumulative over the life cycle of the innovative
product, which positively affects both the size of the market and the speed of
diffusion of innovations.

Conclusions

Innovations ensure the further development of successful business and
maintaining competitive positions on the market, therefore demand
forecasting 1s a priority area. Marketing mix management affects all key
elements of the Bass model, including innovativeness and imitation rates,
total e-trade market size, and diffusion rates. It was found that price is the
dominant factor in the diffusion of innovations, and advertising has a
cumulative effect and affects not only the size of the e-trade market, but also
the speed of diffusion of innovations. The results of the research show that
the management of the marketing mix (price and promotion) affects all the
key elements of the Bass model, taking into account the coefficients of
innovation and imitation, the total size of the e-trade market and the speed of
diffusion, which will allow qualitative forecasting of the demand of e-users
and simplify the choice of business — strategies.

Prospects for further research should be to study the significance of
the influence of innovative marketing management (lean management,
quality management, reengineering, change management, benchmarking,
business time management, effective customer service, computer integrated
production, innovation provision) on the diffusion of innovations.
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THE FUNCTIONAL BASIS OF
AGRICULTURAL MARKETING

The article is examined key principles, func-
tions, systems and methods that allow ensuring
market orientation of the production and sales
activities of the enterprise, where effective
management decisions are based not only on the
capabilities of the manufacturer, but also prima-
rily the needs of the agro-industrial market,
existing and potential needs of consumers and
buyers of agricultural products. It was the first
time to propose a definition of the functional
basis of agricultural marketing — it is a system of
organizational, economic, technical, financial
and commercial functions of enterprises, united
by a synergistic effect, and aimed at optimal and
adaptive satisfaction of consumer demand for
agricultural products and food security. It has
been established that agricultural marketing can
be implemented in mechanisms of mutually
beneficial exchange between various market
subjects, create conditions for identifying
consumer requirements and determining the
possibilities of their satisfaction, which will
provide an opportunity to study the agricultural
market and forecast its dynamics, form demand
for the products of this market and stimulate it
distribution The main aim of the research is to
offer the author’s interpretation of the concept of
"agricultural marketing" and to determine of the
functional basis of agricultural marketing in the
conditions of martial law. The main hypothesis
of the research is to prove the effectiveness of the
functional basis of agricultural marketing in the
conditions of a full-scale invasion of the Russian
Federation on the territory of Ukraine. It has
been proven that for effective planning and
management of agrarian business of the national
economy in the conditions of a full-scale
invasion, as well as taking into account the
existing conditions (alienation of territories,
damage and occupation of part of the land),
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®YHKILIOHAJILHMUMA BABUC
ATPAPHOT'O MAPKETUHIY

Y emammi docriooceno kmouoei npunyunu,
@yHKyil, cucmemu ma Memoou, ujo Oaionb 3MO2y
3abe3nequmu  puHKogy OpICHMAayilo BUPOOHUHO-
30ymoe6oi OisUIbHOCMI NIONPUEMCMEA, 0€ 8 OCHOBI
NPULHAMMSL eeKMUBHUX YIPAGTIHCOKUX DillieHdb
He MITbKU MOJMCIUBOCMI BUPOOHUKA, a4 HACAM-
nepeod  nompedu  AspPONPOMUCTIOBO20  PUHKY,
ICHYIOUI ma NOMeHYIlHI NOMpPedU CnoNCUBayis i
NOKYNYie  CIbCbKO2OCNOOapCbKoi  NpOOyKyii.
Bnepwie 3anpononosano eusnauenns ¢hyuxyi-
OHANILHO20 OA3UCY AZPAPHO20 MAPKemuHzy — ye
cucmema OpeanizayitiHO-eKOHOMIYHUX, MeXHIUHUX,
@inancosux ma KomepyiiHux QyHKYionanie nio-
npuemcmes, 00 €OHanux CcunepeidHum epexmom i
CNpAMOBAHUX HA ONMUMATbHE MA AOanmueHe
3a00601€HHsL NONUMY CNOJMCUBAYIE HA  CLIbCb-
KO20CNoOapceKi  NpoOyKmu  ma  npooosoJibuy
besnexy. Bcmanoeneno, wo azpapruii mapkemune
MOJICHA IMNNIEMEHMYBAMU 68 MEXAHIIMU B83AEMO-
BUCIOHO20 OOMIHY MidIC PI3HUMU CYO eKmamu
PDUHKY, CMBOpUmu ymosu O/l GUABTEHHS BUMO2
CROJMCUBAYIE MA BUSHAUEHHS MOdCIUBOCHell iX
3a008071€HHSL, WO HAOACHb MONCIUBICING BUBUEHHS
CITbCLKO2OCNOOAPCHKO20 PUHKY mMa  NPOSHO3Y-
8aHHA 11020 OUHAMIKU, DOPMYBAHHA nonumy ma
CMUMYTIOBAHHSL 11020 pO3nodiny. Jlocniodicenns
Mae 3a Memy 3anponoHysamu Aemopcbke mpax-
mysanns nousmms "aspapnuii mapkemune" ma
BU3HAYEHHs 11020 QYHKYIOHAIbHO20 Oa3ucy 6
ymosax eoenHoz2o cmany. OCHOBHOIWO 2inomesor
docniodcentsi €  008eOeHHs  eqheKmusHOCmi
DYHKYIOHATbHO20 OA3UCY A2PAPHO20 MAPKEMUHZEY
8 YMOBAX NOBHOMACUWIMAOHO20 6MOPSHEHHA P Ha
mepumopito Ykpainu. J{osedeno, wo ons eghex-
MUBHO2O NIAHY8AHHA MA YNPABTIHHA ASPAPHUM
Oi3HecoM HAYIOHANLHOI eKOHOMIKU 68 YMOBAX
NOBHOMACWIMAOHO20 GMOPSHEHHS, A MAKONC 3
BDAXYBAHHAM YMO8, WO CKIANUCA (8iOUYIHCEHHS
Mepumopitl, NOUKOONCEHHS MA OKYNAYisl Yacmu-
HU 3eMelb), nIOnpuemMyi 3MyuleHi eqoeKkmusHo ma
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entrepreneurs are forced to effectively and
quickly implement agricultural marketing in its
economic activity for researching consumer
needs, forecasting demand, studying assortment
policy and developing a production program,
studying channels of goods movement and
organizing safe sales.

Keywords: agricultural marketing, func-
tional basis, martial law, mechanism, system,
concept.

WBUOKO  IMIIEMEHMYBAMU  ACPDOMAPKEMUHS Y
€010  20CNO0ApPChKy OisUIbHICMb  3a0N  00CI-
OICEHHsL nOmpeb  CHOJICUBAYIB, NPOCHO3Y8AHHS
nONUmMy, 6UGHEHHS. ACOPMUMEHMHOL NOMMUKY,
DO3POONeHHs.  BUPOOHUYOT NpOSpamy, BUGHEHHS
KaHanie moeapopyxy ma opeauizayii Oe3neyHoeo
30ymy.

Knwuoei cnoea: arpapHuil MapKEeTUHT,
(byHKIIOHATIGHUM 0a31C, BOEHHUM CTaH, MEXaHI3M,
CHCTEMA, KOHIIEITIIIS.

JEL Classification: M30, M31, Q13.

Introduction

For effective planning and management of agrarian business of the
national economy in the conditions of a full-scale invasion of the Russian
Federation on the territory of sovereign Ukraine, as well as taking into
account the existing conditions (alienation of territories, damage and
occupation of part of the land), agricultural entrepreneurs are forced to
effectively and quickly implement agricultural marketing in its economic
activity for researching consumer needs, forecasting demand, studying
assortment policy and developing a production program, studying channels
of goods movement and organizing safe sales (Bahorka, Kadyrus, 2023),
(Beleviat, 2021).

The modern concept of agro marketing is that all activities of the
enterprise are based on knowledge of consumer demand and its change in the
future. The functional basis of agricultural marketing puts the production of
agricultural products in a functional dependence on demand and requires the
production of agricultural products in the range and quantity needed by the
consumer. That is why agricultural marketing directs its efforts to the creation
of effective sales channels and comprehensive formation of demand (Burova,
2012), (Volkova, 2012).

Bagorka, Kadyrus, Burova and Volkov paid attention to the problems
of the formation of the marketing system of an agricultural enterprise. The
main issues of agricultural marketing were investigated in the scientific
works of Belevyat (2021); Kvyatko, Vitkovsky (2019); Kondratyuk (2020);
Kuzkina and Pravotorov (2015). Peculiarities and mechanisms of the
formation and functioning of regional agricultural marketing systems were
studied in the works of Lagodienko V., Basyurkina N., Turlenko N. (2020),
Morokhova V., Boyko O., Bulavchyk M. (2019) and Solovyov I. (2010) The
issues of the development and functioning of agricultural enterprises remain
in the circle of scientific research by the following authors: Bondarchuk L.,
Mazur N., Tsalko T., Kovalenko M., Zaritska N. and Puzyryova P. (2023).
Among the foreign authors, scientific work in the field of formation and
development of agricultural marketing belongs to Davis J. H.A, and
Gilbert R.A. (1957), who first proposed the term agribusiness marketing.
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Also, research on the issue of agromarketing was devoted to the scientific
works of Branson R.E. and Norvell D.G. (1983). However, the functional
basis of agricultural marketing is still not sufficiently disclosed, especially in
conditions of martial law.

In modern conditions, with a full-scale invasion of the territory of
sovereign Ukraine, the popularity of agrarian marketing among agricultural
enterprises is growing significantly, but its practical implementation is
extremely insufficient, and sometimes, due to the use of only certain
elements, it is ineffective. Therefore, there is an objective need to establish a
full functional basis of agricultural marketing in order to meet the needs of
consumers (Bondarchuk and all, 2023).

Agricultural marketing 1s able to offer mechanisms of mutually
beneficial exchange between various market subjects, create conditions for
1dentifying consumer requirements and determining the possibilities of their
satisfaction, which will provide an opportunity to study the agricultural
market and forecast its dynamics, form demand for the products of this
market and stimulate its distribution.

Thus, the main aim of the research is to offer the author’s
interpretation of the concept of agrarian marketing and to determine the
functional basis of agrarian marketing in the conditions of martial law.

The main hypothesis of the research is to prove the effectiveness of
the functional basis of agricultural marketing in the conditions of a full-scale
invasion of the Russian Federation on the territory of Ukraine.

The following methods were used to prove the main hypothesis:
epistemological analysis, to study the genesis of the concept of "agrarian
marketing"; theoretical generalization, analysis, synthesis, induction and
deduction, to identify general patterns of the functional base of agro-
industrial marketing; structural and logical analysis, to study the dynamics
and structure of indicators of agriculture; grouping and classification, to
systematize factors affecting agricultural marketing; tabular and graphic ones
for a visual representation of the analytical data and provisions of the study.
The information base of the research consists of regulatory and legal acts,
statistical and analytical materials of the State Statistics Service of Ukraine,
scientific periodicals, monographs, the results of scientific research by
domestic and foreign scientists in the field of agricultural marketing,
reference and periodical literature, special scientific and other sources.

In the main part of the article, the peculiarities of the interpretation of
the concept of agricultural marketing will be investigated and a number of
important functions will be given that will ensure effective production and
satisfaction of consumer needs; the functional basis of modern agricultural
marketing is presented, taking into account aspects aimed at improving
production and sale of agricultural products during martial law; analysis of
the activity of the agrarian sector in Ukraine during a full-scale war will allow
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to assess all the problems and opportunities for the further development of
agrarian marketing.

1. Features and functions of marketing in the agricultural sector

The prerequisites for the emergence of agricultural marketing in
Ukraine are related to the transition to a market economy and the need to
navigate the situation on the market in terms of effective positioning of
agricultural enterprises on it.

There are many interpretations of agricultural marketing, but the
general basis is that agricultural marketing is aimed at satisfying the needs of
consumers, ensuring the competitiveness of agro-industrial production and
each of its branches, taking into account the regularities of the functioning
and development of the market for agricultural products and food. Also,
agricultural marketing can be interpreted as an activity aimed at
implementing the concept of marketing at all stages of reproduction of
agricultural products with the priority of maximum application of the self-
regulating market mechanism. The integration of the functional basis of
marketing (its tools, methods, methods, etc.) into the agrarian environment
at all stages of reproduction of agricultural products will make it possible to
use the mechanism of self-regulation of the market as much as possible,
because any economic decision must be made based on the analysis of the
market situation and the trends of its change, and also taking into account the
possible reaction of the market to the adopted decision. It is possible to fully
realize this task in the agricultural sector only if there is a conscious need to
apply agro marketing both on the part of the subjects of the industry and on
the part of the state (Kuzkina, Pravotorov, 2015).

Agricultural marketing performs a number of important functions for
effective production management and ensuring satisfaction of consumer needs.
The main functions of agricultural marketing include the following (Figure I).

These functions help agricultural enterprises to effectively interact
with the market and ensure the successful sale of their products (Lahodiienko
and all, 2020).

Today, most enterprises of agro-industrial production face many
problems that exist not only in the domestic, but also in foreign markets
(Ponomarenko, 2017):

« imperfection of the management structure;

« inefficient pricing system;

« impossibility to identify real consumer demand;

« reluctance to organize a high-quality communication, sales, product
policy;

e inability to develop a clear strategy for the development of the
enterprise.
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The main functions of agricultural marketing
T ; ——————————— 1 Analysis of market conditions and consumer needs. Study
! Market research J\|::> of competition and market trends
b
2 a . h . . d‘ff k f
! Market segmentation I Hig hghtlpg ifferent market segments for a more
L : effective impact on various consumer groups
P T T T T ! Determination of product characteristics and quality
I Product development . . .
I | in accordance with market needs. Implementation of
e A B innovations and improvements in products
T T T ' . " o
! Pricing |:> Establishing competitive and fair prices for products.
e Development of pricing strategies depending on market
@ conditions
T T T T T T T T T T T T T T T T T T | . . . . . .
i Sales and distribution : |:> Orgapl;aﬂon of effective sales and dlstrlbutlgn systems.
: ________________________ h Logistics management to ensure fast and uninterrupted
delivery of products
:— o _1\;1; r_k;t_l 1; g_c_o n: II_H:I;l; a_ti_o;l_ - Development of b'ranfiing and advertis.ing strate gigs
! ! to support market positioning. Implementation of effective
o @_ S marketing communication with consumers
i _St_ - 1_ ; B ;1_ T d_ T |:> Implementation of promotions, discounts and other tools
o> ! 111_u_a 1ng_ _er_nfu_l C to stimulate demand for products
R g _________ - Implementation of product quality control and
| Quality assurance E:,\> implementation of safety and quality standards
]
A __@ __________ Development of strategies and programs for expansion
! Promotion of exports i:> of export possibilities of agricultural goods
b J
e __Q _________ . Implementation of environmental sustainability
: Environmental ‘:> in production and marketing as one of the competitive
| responsibility | advantages
e I

Figure 1. The main functions of agricultural marketing in today’s conditions

Source: summarized by the author based on (Morokhova and all, 2019).

The peculiarities of marketing in the agricultural sector are closely related
to the specifics of agricultural production, which is characterized by the diversity
of the range of products and market participants, as well as the diversity of
organizational forms of management. The purpose of the operation of an agro-
industrial enterprise must be consistent with the performance of a set
of marketing functions, the essence of which is as follows:

« firstly, orientation to the sales market, which involves the study of its
objects and subjects, that is, consumers, competitors, information about the
market situation and goods;
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« secondly, market influence through its study and analysis, adaptation
to market conditions;

o thirdly, the organization of the system of sales of competitive
products, collection and processing of information;

« fourthly, orientation to achieve long-term commercial success, which
involves the subordination of short-term interests to the goals of long-term
stable advantages over the market (Soloviov, 2010).

At the same time, marketing functions are based on a set of principles
such as:

o studying the state and dynamics of consumer demand and using the
obtained data in the process of developing and making business decisions;

» maximum adaptation of production to market requirements in order to
increase the efficiency of the enterprise’s functioning, the criterion of which
1s the general indicator of economic activity — profit;

« influencing the market and consumer demand through means such as
advertising, promotion, sales promotion and personal selling.

That s, all the above marketing functions and principles of agro-industrial
enterprises provide an opportunity to form the functional basis of agricultural
marketing in modern conditions, which will lead to improvement and more
effective functioning of enterprises in the agricultural sector of Ukraine.

2. Functional basis of agricultural marketing in modern
conditions

Currently, the country’s agro-industrial enterprises use separate functions
and strategies of marketing activities, which give a sufficient effect. The effective
functioning of the entire agro-industrial complex depends on how correctly the
agricultural marketing system is built, but the existing economic situation does
not allow most producers to apply the entire marketing system.

Therefore, the main problems hindering the development of
agricultural marketing in Ukraine are mentioned in Figure 2.

Agricultural marketing is a set of strategies and actions aimed at
ensuring the effective sale of agricultural products. It covers all stages from
cultivation to delivery of products to the market. The agricultural sector has
its own characteristics, such as dependence on natural conditions, seasonality
and high competition. Therefore, agricultural marketing includes the study of
market conditions, the development of effective pricing strategies, product
promotion and product quality assurance.

Agricultural marketing is a specific branch of marketing, which is
determined by the peculiarities of the agricultural sector. We will present the
main updated principles of agricultural marketing, taking into account
modern conditions (7able I). These principles reflect the main aspects that
are important for successful agricultural marketing.

100 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 1



MARKETING
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Figure 2. The main obstacles to the development
of agricultural marketing in Ukraine
Source: built by the author based on (Ishchejkin and all, 2022).

Table 1
Basic updated principles of agricultural marketing

Principle Subprinciple Characteristics
. Research and understanding of the needs and
Understanding . . .
wishes of the target audience is important for
Market consumer needs o .
. . successful marketing in the agricultural sector
orientation

Identifying different market segments to ensure an
effective strategy for attracting customers

High product quality is a key factor in agricultural
marketing

Application of the latest technologies and methods
to improve the quality and competitiveness of
products

Taking into account production costs,

Market segmentation

product quality

Product strategy
Product innovations

Determination of fair

.. price competitiveness and price policy in the market
Pricing : : -
. . Adaptation to changes in the market and production
Flexible prices
costs
Efficient logistics Ensuring fast and efficient delivery of products to
Sales and consumers
distribution Creation of sales .
Development of effective channels for product sales
channels
. . Branding and Building a strong brand and effective
Relations with i L . L
marketing communication with consumers to create a positive
consumers .2 ) .
communication impression about the products
Compliance with The importance of compliance with legislation and
Legal and laws and standards | quality standards
environmental . Paying attention to environmental issues and
responsibility Environmental implementing practices aimed at preserving the
sustainability

environment

Source: systematized by the author based on (Olshanska, Puzyrova, 2023).
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In order to establish the essence and meaning of the functional basis
of agrarian marketing, it is necessary to more thoroughly investigate its main
components: functions of agrarian marketing; updated principles of
agricultural marketing under martial law; agricultural marketing mechanism;
systems and methods of agricultural marketing. Because only a complete and
synergistic combination of these components will help to optimize consumer
demand for agricultural products and ensure food security.

The functional basis of the modern agricultural marketing mechanism
takes into account various aspects aimed at improving the production, sale
and consumption of agricultural products. Here are the main key elements of
this mechanism.

Market research in wartime conditions — analysis of supply and
demand in the market, study of consumer trends, competitiveness and other
factors that may affect agricultural products in wartime.

Marketing strategy — development of effective strategies for
promoting products to the market, taking into account the characteristics of
the target audience, competitive advantages and other factors.

Digital technologies — the use of information technologies, websites,
social networks and other online channels to attract consumers, create a brand
and conduct effective advertising.

Production management — use of modern production management
methods to optimize processes, improve product quality and reduce costs.

Sustainable production — paying attention to sustainability of
production, application of environmentally friendly methods and responsible
use of resources.

Supply and logistics systems — improvement of the supply chain,
ensuring efficient and timely transportation of products from the producer
to the consumer.

Brand development — creation and management of a brand that
reflects the values and quality of products, helps to build consumer trust.

These elements make it possible to create a comprehensive approach
to agricultural marketing aimed at achieving efficiency and sustainable
development in agriculture (Puzyrova and all, 2021).

In Figure 3 presents the functional basis of agricultural production
marketing taking into account the military situation in Ukraine.

Also, when studying the functional basis of agro marketing, systems
(Table 2) and methods (Table 3) of agricultural marketing, which combine
various elements and tools for effective management of agricultural products,
sales and consumption, become important. The following are identified
among the main key systems of agricultural marketing.

These systems interact with each other, creating a comprehensive
approach to agricultural marketing that promotes efficient production and
successful market entry of products. Agro marketing uses various methods
to ensure successful production and sale of agricultural products (7able 3).
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THE FUNCTIONAL BASIS OF AGRICULTURAL MARKETING

IN THE WAR PERIOD
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The main obstacles (influencing factors) on the way to the development of agricultural

Military aggression by the Russian Federation. Lack of complete information about the state
of domestic and foreign markets of agricultural products. Underdeveloped market
infrastructure. Lack of qualified personnel with marketing experience. Lack of material,
technical and financial resources for the creation and operation of the marketing service

marketing in Ukraine:

<

! S A 2 e e e 1

The functional basis of agricultural marketing is a system of organizational, technical,
financial and commercial functions of enterprises aimed at the most complete and rapid
satisfaction of consumer demand for agricultural products and food

Figure 3. The functional basis of agricultural marketing in the war period

Source: compiled by the author based on (Ishchejkin and all, 2022; Puzyrova and all, 2021).
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Table 2
The main key systems of agricultural marketing
System Characteristics
. Collection and analysis of data on the market, production and consumption of
Information . : . )
svstems agricultural products. Use of modern technologies for collecting and processing
Y information
Marketing Development and implementation of strategies for selling and promoting
strategies products to the market. Brand and reputation management
Electronic Use of online platforms for trade and interaction with customers. Development
commerce of electronic ordering and delivery systems
Supply chain | Optimization of logistics and product transportation. Maintaining an efficient
management | supply chain from producer to consumer
Agricultural | Use of modern agricultural technologies to increase production and product
technologies | quality. Production monitoring using sensors and automated systems
Sustainable Implementation of environmentally friendly production methods. Support for
production sustainable development and an environmentally responsible approach
Social Interaction with the public and consumers through social networks and other
marketing channels. Attracting consumers to participate in agricultural support programs

Source: systematized by the author based on (Bahorka, & Kadyrus, 2023; Burova, 2012).

Table 3
Basic methods of agricultural marketing

Method

Characteristics

Market research

Analysis of supply and demand on the market. Study of competition and
identification of key trends

Market
segmentation

Determination of target audiences for products. Development of
strategies for each segment

Marketing strategies

Development and implementation of sales and advertising strategies. Use
of innovative methods of market promotion

Creating and maintaining a brand for product positioning. Ensuring

Branding brand compliance with values and quality
Electronic Use of online platforms for sales and marketing of products.
commerce Development of effective websites and electronic ordering systems

Social marketing

Interaction with the public through social networks and other channels.
Attracting consumers to participate in agricultural support programs

Development of agritourism to attract tourists and additional income.

Agritourism Use of effective management methods to optimize production and costs
Production Interaction with consumers through direct farm visits and events.
management Ensuring product quality and safety
Environmental Use of environmentally friendly production methods. Focusing on a
marketing sustainable and environmentally responsible approach

Source: systematized by the author based on (Kviatko, & Vitkovskyi, 2019; Soloviov, 2010).

These methods help agricultural producers to maximize production,
attract consumers, and effectively market their products in the face of military

aggression.

So, on the basis of the conducted theoretical research, we can propose
the definition of the functional basis of agricultural marketing as a system of
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organizational, economic, technical, financial and commercial functions of
enterprises, united by a synergistic effect, and aimed at optimizing consumer
demand for agricultural products and ensuring food security.

3. Analysis of the agricultural sector activity during the martial law

Assessing the real state of the agricultural sector of the economy, it
should be noted that in 2022 the agricultural sector suffered significant losses
as a result of the full-scale war of the Russian Federation against Ukraine.
According to the assessment of the Ministry of Agrarian Policy of Ukraine
and the Kyiv School of Economics, the total amount of losses caused to the
agricultural industry as a result of the large-scale Russian invasion of Ukraine
reached USD 6.6 billion as of September 15, 2022. At the same time, indirect
losses in the agricultural economy of Ukraine due to a decrease in production,
the blockade of ports and an increase in production costs are estimated at
USD 34.25 billion (in particular, in crop production due to a decrease in
production — USD 11.2 billion; in livestock production — USD 348.7 million;
losses due to a reduction in the production of winter crops are estimated at
USD 3 billion; in perennial crops — at USD 322 million; losses due to
disruption of logistics amount to USD 18.5 billion).

The total number of economic entities of the agro-industrial complex
that suffered losses as a result of the armed aggression of the Russian
Federation is 2 653 units (arable land decreased by 1.9 million hectares,
perennial plantations decreased by 9 thousand hectares). In addition, the
territory of about 1 million hectares needs to be examined for the presence of
explosive objects (Figure 4-6).

Eggs, per thsd. Pcs 2,3

Milk

Agricultural animals. . | EEEREARRARTT 45,7

Fruits and berries PFaazzzd 8,1

Vegetables 14,0
Potatoes =24 4.5

Sugar beet.. = 1,6

Oil crops 15,0

Cereal and leguminous crops = 6,4|

0 10 20 30 40 50

Figure 4. Average sale prices for agricultural products sold by enterprises
in 2022 (UAH thousand for one ton)

Source: compiled by the author based on (State Statistics Service of Ukraine, n.d.).
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183,7
156,7
101,7
100,2
0,0 50,0 100,0 150,0 200,0

Indices of prices on material
and technical resources of
industrial origin consumed
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Figure 5. Total index of expenditures for production of agricultural productsl
in 2022

Source: compiled by the author based on (State Statistics Service of Ukraine, n.d.).
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At the same time, in 20222023, in the conditions of a full-scale war,
the agro-industrial complex of Ukraine is remarkably stable and still remains
one of the guarantors of ensuring food security in the world. In total, in 11
months of 2022, Ukraine exported 50.9 million tons of agricultural and food
industry products for a total amount of USD 21.1 billion. Adaptation of the
agrarian policy of Ukraine to the relevant provisions of the Common
Agrarian Policy of the EU, bringing domestic legislation in this area into
compliance with the requirements related to Ukraine’s accession to the EU.

1366

892

1073

847

842

2018

2019

2020
Figure 6. Output of agricultural products for 2018-2022 (UAH billion)

2021 2022

Source: compiled by the author based on (State Statistics Service of Ukraine, n.d.).
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At the same time, legislative and regulatory acts, which will be
difficult for farmers to implement in war conditions, should be adopted with
a delayed implementation period — after the end of martial law (and in some
cases — with the introduction of an adaptation period of the effect of certain
provisions after its end).
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Conclusions

Therefore, the set of researched and used data, their evaluation and
analysis, complex generalization and appropriate systematization using general
and special methods, united by a common theoretical base, methodology and
research algorithm, made it possible to ensure scientific reliability, adequate
interpretation of work results, reasonableness and argumentation of practical
conclusions. Thus, the author was the first to propose the following definition of
the functional basis of agricultural marketing as: it is a system of organizational,
economic, technical, financial and commercial functions of enterprises, united by
a synergistic effect, and aimed at optimal and adaptive satisfaction of consumer
demand for agricultural products and food security.

It has been proven that agricultural marketing is a management
concept that ensures market orientation of the production and sales activities
of the enterprise, where effective management decisions are based not only
on the capabilities of the producer, but primarily on the needs of the agro-
industrial market, existing and potential needs of consumers and buyers of
agricultural products.

As a result of the conducted research, we can claim that the main
hypothesis of the research has been confirmed, since only a correctly built
functionality of agricultural marketing and full compliance with the
principles, functions, mechanism, systems and methods of agricultural
marketing will ensure research of consumer needs, demand forecasting, and
ensuring safe sales in wartime conditions.

Among the prospects for further research, it is possible to single out
the further development of agricultural marketing, taking into account the
experience of the leading countries of the world and with an orientation
towards the EU, which will provide an opportunity for all stakeholders to
participate in the process of ensuring food security and increase state support
in terms of giving freedom to farmers to meet the needs of the population in
agricultural products.
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"ENVIRONMENTAL" VECTOR
OF BANKING REGULATION:
THE EU MODEL

Ukraine is on the verge of joining the
European Union, which requires, on the one
hand, the transformation of the regulation of
banking activity in accordance with the
standards adopted by it, and on the other hand,
the implementation of the concept of sustainable
financing in all spheres of public life, including
the banking system. Recently, a stable trend has
emerged in the countries of the Euro zone, which
consists in liaison of the mechanism of
regulation of banks’ activity to the goals of
sustainable financing, which makes it necessary
to do changes to the existing standard of
requirements for the capital of credit institutions
(Cl) and to regulate its adequacy. The mentioned
metamorphosis has also spread to the banks of
Ukraine, which are only taking the first steps in
the direction of introducing the key principles of
sustainable financing into their practical work.
Along with the above, in the near future the
domestic banking sector may face the problem of
"greening" the mechanism of regulation of their
activity according to European standards,
directives, regulations and guidelines. Solving
this extremely difficult problem will require the
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PET'YJIIOBAHHA OIAJIBHOCTI
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Ypaiua snaxooumucs Hanepedoowi ecmyny 0o
Esponeiicokoeo Coio3y, Wo 6UMA2Ae, 3 0OHO20
60Ky, mpancgopmayii 6umoz 00 pe2ynro8aHHs
6aHKIBCOKOT OILILHOC 8iON0BIOHO 00 NPULIHSIMUX
HUM CIaHOapmis, a 3 iHuo2o — peanizayii KoHyen-
yii cmanoeo ¢hinancysanua 8 ycix cgpepax cyc-
RILHO20 JICUMMIAL, SKTOYAIOUY OAHKIBCLKY CUC-
memy. Ocmannim uacom y Kpainax €6po30HU
cnocmepieaemv s Uimxka meHOeHyist 3 NPUEEOeHHs.
MeXaHi3MY pe2yio8aHHs OIsIbHOCMI OAHKI8 00
yinel cmanoeo inancysanna, wo nompedye
BHECEHHA 3MIH 8 ICHYIOYUL CIAHOAPM 8UMO2 00
Kanimany KpeoumHux iHcmumymis (KI) ma
peaymosanns 1o2o docmamnocmi. Lle nowwpu-
J0cs makodc Ha Oanku Ykpainu, aKi poonsmo
Juwe neputi Kpoku Y HanpsmKy 3anpoGaodiCeHHs
KIOY08UX 3aCa0 cmanozo QIHaHCy8aHHs y c6010
npaxkmuyty pooomy. Ilopso i3 3a3navenum, nepeo
GIMYUSHAHUM OAHKIBCOKUM CEKIMOPOM HATIOIUAC-
YUM 4aAcoM Modice nocmamu npobiema ujooo
"exonozizayii” mexamizmy pecynroeants ix Oisiib-
HOCMI 32I0HO 3 €BPONENCLKUMU CMAHOapmamu,
OUPEKMUBAM, pecIameHmamy ma HacmaHo8amu.
Bupiwennsa yiei naozeuuaiino cknaduoi npobnemu
sumazamume 6i0 HBY npuiinsmms piwyuux ma
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NBU to take decisive and, at the same time, well-
balanced measures, which would not hinder the
active development of investment and lending in
a sustainable economy. The aim of the study is to
reveal the key provisions of the regulation of
banks in the EU, to determine the vectors of their
change in accordance with the goals of
sustainable financing, as well as to develop
recommendations for the banking sector of
Ukraine. In this research, methods of scientific
knowledge were used, in particular: obser-
vation, theoretical generalization, abstracttion,
comparison, analysis and synthesis, induction
and deduction. The main provisions of the
Directive on capital requirements and regula-
tion of capital adequacy of banks in the
European Union are outlined. The essence of
harmonious finance and the stages of its
transformation in EU countries are revealed.
The ecological vector of the regulation of banks’
activities was considered, and the difficulties
and prospects of its implementation in the banks
of Ukraine were determined. A "chain" of step-
by-step implementation of the NBU’s "environ-
mental" regulatory initiatives in Ukrainian
banks is proposed based on the best European
practices and the possibilities of their imple-
mentation in a country at war.

Keywords.: bank regulation, capital, sustain-
nable financing, harmonious credit, ESG risks.

JEL Classification: G 21, G 28

Introduction

PAa30M 3 MUM BUBAICEHUX 3AX00i8, AKI He 3a6a0UNU
O aKmueHOMy pO36UMKY IHEECMYBAHHA Md
Kpeoumyeanus — cmanoi  exoHomixu.  Mema
00CTIOHCEH S NONARAE Y POSKPUMMI KIIOHOBUX
NOJI0JHCeHb pe2ynio8ants distbHocmi bankie 6 €C,
BUBHAYEHHI 6eKMOPI6 IX 3MIHU GIONOGIOHO 00 Yinell
cmanozo (QYiHAHCy8anHa, a MAaKodC po3poOIeHHI
pekomeHOoayiil Ol OAHKIBCbKO2O — Ccexmopa
Yrpainu.  Buxopucmano memoou  HAyKo8oeo
RI3HAHHS, 30KpeMA: CHOCIEPEICEHHS, Meopemuy-
HO20 y3a2aNbHEHHS, aDCMpazyBanHsl, NOPIGHAHHS,
aHanizy i cummesy, IHOYKYii ma OedyKyii.
Buknadeno ocnoeni  nonoogicenns  JJupekmueu
8UMO2 00 Kanimamy ma peyuoeanHs 0ocmam-
Hocmi kanimany oanxie y €eponeticoxomy Coiosi.
Posxkpumo cymuicmo eapmonitinux ¢hinancie ma
emanu ix mpancgopmayii y Kpainax €C.
Posenanymo exonociunuii 6exmop pezynoeanms
OislbHOCmi  OaHKi8, BU3HAYEHO MPYOHOWI mda
nepcnekmueu 1020  8NPOBAONCEHHs y  OaHKax
Yxpainu. 3anpononosano "nanyroscox” noeman-
HO20 enposaddicenns "exonociunux" peeynsmop-
Hux iniyiamuge HPY 6 6ankax Yxpainu 3 oensady ax
HaUKpawjoi  €6poneiicykoi  Npakmuku, mak i
Moocnueocmell ix peanizayii 6 KpaiHi, AKa nepe-
byeac 6 ymosax 6itiHu.

Knwuoei crosa: perymoBaHHs TisUTBHOCTI
0aHKiB, KamiTan, crane (QiHAHCYBaHHSI, TapMo-
HiliHW# kpeauT, ESG-pusuku.

After the Second World Financial Crisis in 2008, banking regulation in

the EU is aimed at increasing the effectiveness of the risk management system
based on integrated and proactive approaches; establishing the relationship
between their identification, measurement, selection of management methods,
control, monitoring and buffering with banks’ own capital. The financial
responsibility of the owners and other stakeholders of banks for accepting
excessive risk-appetite, which leads to their bankruptcy, have increased. Along
with the growing requirements for regulation and supervision of the activities of
banks in the contours of the new post-crisis financial architecture, in the last
decade the policy of sustainable development has been actively promoted in the
EU countries, which provides for the harmonization of production with nature
and society, which will contribute to the transformation of the modern economy
into a clean ecological system.

Ensuring sustainable development of the country requires taking into
account, along with financial and operational risks, also environmental,
social and governance (ESG) risks management of all business entities,
including banks.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 111



ENTERPRISE

The European Central Bank (ECB), which is entrusted with the
executive functions of monetary policy and direct supervision of the largest
109 banking and investment institutions registered in the member states of
the European Banking Union, which account for 82% of the assets of its
banking sector. The national regulators of the EU member states, which
recognize the requirements of the Single Supervisory Mechanism (SSM) and
the Single Resolution Mechanism (SRM) on their territory, have joined the
strategy of maintaining financial stability due to the emergence of new risk
factors of various origins.

The implementation of the concept of sustainable financing in the
activities of credit institutions (CIs) and the ECB’s introduction of new
regulatory requirements for them requires, on the one hand, significant resources
for their implementation, and on the other hand, there is a need for financial
support for the ecologically oriented economy of countries Eurozones.

A lot of publications of foreign scientists are devoted to the problems
of regulating the activities of European credit institutions. In particular, these
are Oliver Wuensch, Kai Truempler, and Leticia Rubira (2023), Christos V.
Gortsos (2023), Nadége Jassaud (2012). Among the numerous publications
of domestic scientists on this issue, it is worth highlighting the works of
Kiniv B.Yu (2015), Drachova O.V. (2023). At the same time, the paradigm
of "sustainable" finance is receiving more and more attention in world
scientific circles. The authors estimate that in 2023 Google Scholar will list
about 17.000 publications on this topic, and for the entire period —
4.3 million. Among foreign researchers on this issue, it is appropriate to
single out the scientific works of Satish Kumar et al. (2022), Muneer M. Alshater
Osama F. Atayah (2023), U. Atz, T. Van Holt, Z. Liu, C Bruno (2023), among
Ukrainians — Lyubich, Bortnikov (2022), Bystryakov, Klynovy (2021), for
the social aspect of ESG — Savluk & Dubas (2023). However, an important
scientific and practical problem remains unresolved regarding the adaptation
of banking regulation to the goals of sustainable financing, the solution of
which will contribute to the formation of incentives for banks to finance only
those projects that involve reducing the negative impact of business entities
on the environment, in particular, greenhouse gas emissions. The ECB also
emphasizes the importance of solving the outlined problem, which intends to
improve the regulation of banks’ activities taking into account ESG risks. At
the same time, it is very important to introduce such a regulatory mechanism
of ESG risks, which would not create obstacles for investment and lending
by banks of green technologies. Solving the dilemma of "regulating ESG
risks and revitalizing the activities of banks in the contours of "sustainable"
financing" is an extremely difficult task that is still unresolved.

The aim of the research is to reveal the key provisions of the regulation
of banks in the EU countries, to determine the vectors of their change in
accordance with the goals of sustainable financing, as well as to develop
recommendations for the banking sector of Ukraine.
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In the course of the research, a hypothesis was put forward regarding
the need to implement the concept of sustainable financing into the regulatory
mechanism of banks. In order to justify it, a study of existing developments
and new initiatives regarding the regulation and supervision of the activities
of banks in the EU was conducted, and the feasibility of their coordination
with the ESG risk management system, which is a key determinant of
sustainable financing, was proven.

In the course of the research, standards, directives, regulations and
guidelines of European financial institutions, materials of the National Bank
of Ukraine were used; scientific achievements of foreign and domestic
scientists; various methods of scientific research, in particular theoretical
generalization — in the interpretation of the Single Book of EU Financial
Regulation Rules; abstraction — when identifying problems that arise in the
process of implementing the concept of sustainable financing into the
regulatory mechanism of banks’ activities, induction and deduction — when
formulating conclusions and providing recommendations.

The main part of the article consists of four interrelated sections. The
first of them is devoted to the disclosure of the Directive on the capital
requirements of CI. In the second, the key provisions of the capital adequacy
regulation of CI are given. In the third, the essence of harmonious finance
and the stages of its transformation in the EU countries are revealed. In the
fourth, the environmental vector of the regulation of banks’ activity is
considered, the difficulties and prospects of its implementation in the banking
sector of Ukraine are determined.

In order to ensure a stable and transparent EU banking sector, the
European Banking Authority (EBA) has developed the Interactive Single
Rulebook (2023), a key component of which is the Single Supervisory
Mechanism (SSM), which is planned to be aligned with the goals of
sustainable finance. In this context, it is appropriate to consider the existing
documents, according to which the banks’ risks and the capital to cover them
are regulated in the Eurozone countries. These include: the Capital
Requirements Directive (Directive 2013/36/EU) and the document on the
Regulation of Capital Adequacy (Regulation (EU) No 575/2013).

1. Directive on bank capital requirements

According to the Capital Requirements Directive, a number of
requirements are defined.

First, the minimum amount of the bank’s own funds must be
EUR 5 million (in exceptional cases, from EUR 1 million); only credit
institutions are allowed to collect funds from the public. In European legislation,
the term "credit mstitutions" 1s more often used, which, in addition to banks,
includes various types of investment companies.
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Secondly, the regulatory authorities of the countries are allowed to
apply a wide range of sanctions both to the CIs themselves and to the
participants of the relevant financial group in case they do not comply with
the capital requirements, namely: to impose fines of up to 10% of the annual
profit on legal entities — owners of banks, to EUR 5 million — for natural
persons and limited voting rights of shareholders who can transfer their
duties to another member of the financial group; depriving shareholders of
receiving dividends. Supervisory authorities may require the bank to
activate a recovery plan in the event of trigger events; fine, according to the
authors’ calculations, for 17 types of violations, 7 of which are related to
the mislead in reporting, which should be reported on the website of the
regulatory body.

Thirdly, CIs should have a clear and transparent organizational
structure with a focus on countering risks and an effective internal control
system in accordance with the business model of their activity; effective
mechanism of risk identification, management, monitoring and reporting;
combine internal and external independent assessments of credit and other
types of banking risk. CI employees can directly inform the regulatory
authorities of their countries about undisclosed risks using dedicated
communication channels.

Fourthly, CIs should form an effective and transparent management
remuneration system aimed at countering risks, ensuring capital adequacy
and their long-term development. In general, the reward system is presented
in Figure 1.

s
%’% results )

AL

individual
part

‘ Taking into account risk tolerance ‘

Figure 1. Reward system in credit institutions of the European Banking Union
Source: compiled by the authors based on (Directive 2013/36/EU, 2013).

According to the Capital Requirements Directive, certain require-
ments are imposed on the CI remuneration system:
« comply with the principle of gender equality;
o the remuneration procedure must be approved by the Remuneration
Committee, which is established at the level of the Supervisory Board and
published on the websites of CI;
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« aimed at the implementation of financial and non-financial indicators,
taking into account CI’s tolerance for risks;

e have a fixed and variable component. The variable part of the
remuneration should not be guaranteed and affect the level of capital
adequacy, does not exceed the fixed part, and 50% of it should be paid in the
form of shares or other capital instruments;

o take place on a multi-year basis, i.e. bonuses are not paid in the
reporting or next year, but at least 40% of its total amount — based on the
results of stable work over several years (4-5 years);

o provide for the obligation of CI managers to return paid bonuses or
pay a significant fine in case of non-compliance with legal requirements or
causing significant losses and capital loss to it. Part of the bonuses must be
directed to pension funds and reimbursed to bank employees within 5 years
after their retirement or dismissal.

Supervisory bodies should evaluate the effectiveness of the CI reward
system, as well as receive information from it about officials who received
more than EUR 1 million in bonuses per year.

Fifth, it was established that the supervision of CI activities is carried
out on the basis of the SREP methodology, according to which supervisory
bodies conduct inspections based on the principles of proportionality,
compliance with business models, business geography, risk profile and
systematicity. At the same time, the following are also taken into account:
the results of stress testing, the risk of concentration; availability of clear
methods and policies for risk management in CI; sufficiency of own
resources to cover losses due to the occurrence of risks and liquidity buffers;
level of risk management; results of assessment of the speed of
transformation of assets into a liquid form based on the market situation, as
well as the effect of other factors.

Sixth, in the process of evaluating CI, supervisory bodies (Supervisory
examination program) are given the right to:

« increase the number of inspections;

« be present in the governing body of CI;

« oblige to provide additional reporting;

« carry out thematic inspections of significant risks;

« demand capital increase, limitation of types of risky operations and
regions of CI presence;

« cancel rewards;

« limit interest payments on deposits to stakeholders;

« set increased requirements for the risk management system;

» demand the submission and activation of a plan for the restoration of
banking activity;

« oblige to direct profit to capital;

 demand the formation of additional liquidity and capital buffers;

o set special requirements for liquidity standards depending on the
nature of the CI business model, the quality of liquidity risk management, the
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results of the SREP methodology assessment and the action of other factors
that lead to the escalation of liquidity risk.

Seventh, CIs must form level 1 capital buffers (conservation,
countercyclical, systemic importance, which can be combined with the
systemic risk buffer according to the principle of the greatest value). The total
level of capital conservation buffers can be up to 2.5% of the volume of risky
assets. An individual approach to the formation of capital buffers is
established depending on the results of stress testing of various types of risks
in accordance with the selected CI business model, assessment of their
activity according to the SREP methodology, the leverage indicator, the
effectiveness of the risk management system, and the level of liquidity risk.

The Capital Requirements Directive is to some extent comparable to
the Law of Ukraine "On Banks and Banking Activities", primarily in terms
of legal status, but it covers a slightly different range of issues.

2. Key provisions of the document Regulation of Capital Adequacy

The document is to some extent comparable with the NBU Instruction
on the procedure for regulating the activities of banks in Ukraine. It includes
requirements for:

e capital, taking into account standardized elements of credit, market,
operational risks, leverage;

« asset concentration limits;

o standardized liquidity standards (short-term coverage and long-term
funding);

« financial reporting and public disclosure of information.

CIs should form 3 levels of capital: first-level core capital (share
capital and general reserve funds, possible inclusion of current profit with the
permission of the supervisory body minus the amount of forecast dividends);
additional capital of the first level, containing capital instruments; additional
capital consisting of instruments not included in the core capital, primarily
subordinated debt, as well as reserves provided for covering losses due to the
occurrence of credit risk (general credit risk adjustments) in the amount of up to
1.25% of risk-weighted assets. It cannot be more than 50% of Tier 1 capital.

In order to strengthen the financial stability of banks, the introduced
indicator of eligible liabilities (eligible liabilities) is a part of liabilities that
are equated to capital and are not returned to depositors in the event of their
bankruptcy. As estimated by the authors, their level together with the capital
for systemic banks should be at least 18% of risk-weighted assets and at least
6.75% of all assets. Also, the leverage ratio is set as the ratio of first-tier
capital to total assets and cannot be less than 3%.

Regulation 575/2013 set the requirements for Cls, which must
disclose data on their risk management system, Internal Capital Adequacy
Assessment Process (ICAAP), capital buffers, assessment of all material
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risks, amounts of overdue debt. A separate block must disclose information
about the remuneration system, namely: policies, reconciliation of the results
of the banks’ activities and the amount of remuneration paid, the ratio of fixed
and variable parts of remuneration, the amount of payments in shares, non-
monetary remuneration, the number of persons with remuneration over
EUR 1 million, etc.

3. Harmonious finances and stages of their transformation in EU
countries

In June 2023, the European Commission issued Recommendation
2023/1425 of June 27, 2023 on the mobilization of finance for the transition
to a sustainable economy (Commission Recommendation (EU) 2023/1425),
which states that the Directive 2013/36/EU and documents regarding
Regulation of Capital Adequacy 575/2013 are under review. Although the
nature of this revision is not specified, it can be assumed that they will be
amended in the light of Recommendations 2023/1425.

Before considering them, let’s dwell on the definition of the concept of
sustainable development, economy, finance, credits. Mostly, it is translated as
sustainable development, economy, finance, credits. But the phrase
"sustainable" (steady, stable) development is an oxymoron. In the Cambridge
Dictionary (2024), sustainable, in addition to stable, is also interpreted as one
that does not cause harm to the environment and can continue for a long time.
One of the variants of the translation of sustainable is the word harmonious,
therefore, in our opinion, it is better to use the following terms: "harmonious
economy", "harmonious finance", "harmonious development" or "sustainable
harmonious development", "harmonious credit".

Recommendations 2023/1425 are aimed at the implementation of
harmonious finance in the development of the economy. By 2050, the EU
plans to transition to a harmonious economy, to reduce greenhouse gas
emissions by 55% already in this decade. The volume of investments in the
harmonious development of the economy should increase by EUR 700 billi-
on annually compared to the average similar costs in 2011-2020. The
direction of greening the economy and society was also confirmed at the UN
Climate Summit in Dubai, during which on December 13, 2023, almost
200 countries signed communiqué on the gradual abandonment of fossil
fuels, the complete cessation of carbon dioxide emissions into the atmosphere
by the middle of the century, the tripling of the number of renewable energy
sources by 2030 and the reduction of methane emissions, which is more
powerful than carbon dioxide (TSN, 2023).

Harmonious finance consists of 2 large parts:

« "green" finances are investments made in the development of
a "green" economy, that is, friendly to the external environment (currently,
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"green development" funds have already reached 116 billion (clause
24 Commission Recommendation (EU) 2023/1425);
« transitional (transition) finance is an investment in the conversion of
existing harmful technologies into environmentally friendly production.
The scheme of transformation of harmonious finance over time is
presented in Figure 2.

1 \Short-term Medium-term Long-term
step / changes changes changes

ransitional
2
4
\J

general
finance

Transitional
finance

finance

Figure 2. Stages of transformation of harmonious finance in EU countries

Source: compiled by the authors based on Commission Recommendation (EU) 2023/1425.

Large and medium-sized companies, and if possible, small ones
("economic actors" as defined in this document) must have an Activity-based
transition plan, and financial institutions must provide financing for its
implementation, even if their physical risks are higher traditional The risks
of financing non-environmentally friendly enterprises automatically increase
due to the application of environmental fines and taxes to them and the loss
of their competitive position relative to competitors that are harmonious with
the external environment. The risk of non-return of ecologically
inharmonious investments was called transitory.

Recommendations 2023/1425 define 4 types of harmonious finance:

o green loans, harmonious development loans, other similar types of
long-term loans with a reduced rate and the possibility of their refinancing;

 European green bonds and similar debt instruments, especially for
large transitional projects;

o long-term capital instruments to achieve the key parameters of the
taxonomy;

« special finance: leasing of the latest equipment, structured and project
finance.

An important role in the transition to a harmonious economy is
assigned to the so-called ecological taxonomy. In essence, this is a universal
metric for investors, which was developed in the EU back in 2018 with
further improvement, in order to determine the compliance of their
investments with environmental requirements and to calibrate harmonious
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projects from harmful ones. The regulation on taxonomy establishes
6 environmental goals: mitigation of consequences and adaptation to climate
change, rational use and protection of water and marine resources, transition to a
renewable economy, prevention and control of pollution, protection and
restoration of biodiversity and ecosystems (Ekolog.UA. Taxonomy EU, 2022). It
is planned that the "economic actors" of the EU should fulfill the requirements of
the taxonomy in 5-10 years. At the same time, banks are entrusted with the task
of developing plans for their transition to environmentally friendly
entrepreneurship together with clients. Starting in 2022, banks must disclose
information regarding the compliance of their investments with the requirements
of the taxonomy. Yes, lending risks are considered ecologically acceptable if the
borrower’s activity meets the requirements of the taxonomy by more than 50%.
We will consider the definition of environmentally friendly investments on the

example of an energy company (Figure 3).

stage 1 > stage 2 > stage 3 > stage 4 > stage 5 >
Coal is not Minimal support
invested. Only wind for coal and
Production energy is hydropower is
structure: For financed, if it is based on the
hydropower not accompanied | results of
coal energy — plants, the by strong noise, independent
25%; emission limit composite examinations.
hydropower — isupto 100 g materials are In the process of
25%; of CO; per 1 used and it is using wind At least 50% of
wind energy — kW of energy. observed energy, the volume of
50% reducing the risk | compliance with | ooy city
Wmd energy is | to birds eco-conventions production
not limited is checked must be in
Coal power is accordance
excluded from Investor Ifno with the
the taxonomy, must check information is taxonomy
hydropower whether the provided, the
cannot be industry meets investor makes
Description financed if the the ecological an independent
company’s criterion. If not, assessment and
compliance request provides
with the CO» documentation minimal
limit is not and check it financial support
clearly proven

Figure 3. An example of determining environmental investments

Source: compiled by the authors according to Report Taxonomy (2020).

4. Ecological vector of bank regulation

In the course of the research, a hypothesis was put forward regarding
the need to implement the concept of sustainable financing into the regulatory
mechanism of banks’ activities.
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Regarding the expediency of "greening" the regulation of bank activity,
there are opposing positions on some of scientists and the European financial
community. In particular, John H. Cochrane, a senior fellow at the Hoover
Institution, expressed the opinion that financial regulation of the climate will not
help, but will only further politicize central banks. The source of the next crisis
will not be climate change, but other risk factors. The essence of financial
regulation is to impose certain policies that will not pass through ordinary
democratic lawmaking. It is impossible for some catastrophic climate-related
event to trigger systemic change within the next ten years, and no hypothesis in
modern science or economics describes such a development. But, if this is an
ordinary fear, the only logical way to protect the financial system is a sharp
increase in the amount of equity capital, because this is what protects the
financial system from any risks. Identification of risks and technocratic
regulation of climate investments cannot protect against unknown factors or
unmodeled "tipping points" (Mind.ua, 2021).

The authors of this article do not fully share the point of view of
John H. Cochrane regarding the inappropriateness of financial regulation of
climatic, social and managerial risks in the banking sector, which is due to
such considerations. The world community is concerned about the
deterioration of the environmental situation, which has become a driver
of increased risks for the normal functioning of economic entities, as well as
the health of the population. The UN, international financial institutes,
governments of most countries of the world, public organizations, etc.,
immediately responded to these challenges, which adopted a number of
important documents aimed at reducing threats to the environment. Central
and commercial banks have also not remained aloof from the process
of supporting sustainable development. At each of these levels, a set of
measures is implemented that will contribute to the formation of an
ecologically clean economy through the implementation of an effective
mechanism for its financing. On the other hand, at the same time, another
important strategic task arises for central banks, how to create preferences or
form stricter requirements for ESG risk management through regulatory
procedures. Fine-tuning of the "ecological component" of the regulatory
mechanism for CI is of fundamental importance. The search for a
compromise solution between regulatory requirements for CI and active
financing of the ecological economy turned out to be very difficult. The ECB
and other international financial institutions continue to actively work on it.

The ecological vector of European development makes it possible to
assume that European financial legislation will be improved in the direction
of stimulating harmonious investments. Fairly high requirements for
assessing ESG risks, collateral for loans, the level of equity capital taking
into account buffers and other anti-risk requirements of regulators to some
extent inhibit the process of banks investing significant amounts of financing
in long-term environmentally friendly projects.
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At the same time, for the development of harmonious lending, it is
necessary to improve the risk assessment system taking into account
environmental, social, and management factors, optimize the capital
requirements of banks in relation to the financing of "green" projects, ensure the
availability of long-term, inexpensive investment resources, and create a system
of securitization of ESG risks. It is expedient to include in the incentive system
of the top management of banks criteria for the harmonious development of both
the CI itself and its clients, taking into account ESG risks.

In order to ensure the transparency of sustainable development in the
EU countries, from 2022, CIs will form reports in accordance with the
requirements of the TCFD (Task Force on Climate-Related Financial
Disclosures) — an obligation to disclose "climate finance", which allows
interested parties to get to know not only their environmental policy, but also
to evaluate real steps regarding its practical implementation. The specified
approach to reporting should also be introduced for Ukrainian banks in the
post-war period.

Conducted research on the expediency and possibilities of
implementing an "ecological component" in the regulation of Ukrainian
banks allowed us to come to the conclusion that the simultaneous
introduction of the European format of "ecological" regulation into the
domestic banking sector turns out to be problematic. This is due to the lack
of sufficient informational, methodical, instrumental, personnel, technical
and financial support for the implementation of European developments in
the activities of domestic banks. In this regard, we offer a "chain" of phased
implementation of regulatory requirements taking into account the
"environmental" component for Ukrainian banks.

At the first stage, it is appropriate to spread the European approach to the
system of remuneration of top management for the stable work of banks. In this
context it is domestic one. The National Bank of Ukraine (2023) has already
developed the Regulation on remuneration policy in the bank, which was
approved by the Board Resolution No. 189 of December 27, 2023, which
entered into force on December 29, 2023. The NBU has updated the
requirements for the remuneration policy for members of the bank’s
management bodies and influential persons in order to ensure their compliance
with the standards of the European Union. From now on, the remuneration
policy of Ukrainian banks will be aligned with EU principles of sustainable
development. In our opinion, ESG factors must be taken into account in the
remuneration system. For example, auditors of banks, based on the results of the
assessment of their reporting according to the TCFD standard, issue a rating of
A, B, C, D. If the rating is A, then the bonuses of the bank management can be
increased, for example by 5%, if B — then they remain unchanged, if C —reduced
by 3%, if D — reduced by 10% or not paid at all.

In authors’ opinion, it would be worthwhile to introduce a methodical
approach to the assessment of bank loans in view of their environmental
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friendliness in the banks of Ukraine. The results of such an assessment can
be translated into the correction of credit risk determined according to the
NBU methodology and/or the state subsidy of environmentally friendly loans
or, conversely, the taxation of "environmentally unfriendly" projects. In the
process of such assessment, it is advisable to apply the "ecological traffic
light" matrix in the borrower-credit format (Figure 4).

The borrower The borrower
fulfills the does not
"Green" requirements fulfill the
Borrower .
borrower of the requirements
taxonomy of the
(+/-) 10% taxonomy
—2% if
Loan 1% 1% taxonomy 1s
performed —
5%
Green 0% 0% +1%
credit
Neutral credit +1% +2% +5%

Figure 4. "Environmental traffic light" lending terms

Source: compiled by the authors.

The negative values shown in Figure 4 mean a decrease in the level of
credit risk/providing subsidies from the budget, and positive values mean an
increase in the level of credit risk and the payment of an additional
environmental fee to the budget. For example, if the borrower does not meet the
requirements of the taxonomy by more than 10%, but thanks to the "green" loan
will meet its general requirements, the state can compensate him with up to 5%
of the loan amount, and the bank can reduce the amount of assets weighted for
credit risk by 5%, which will be taken into account when calculating regulatory
and core capital adequacy standards. If the borrower does not comply with the
requirements of the taxonomy, but positive dynamics of its environmental
indicators are observed, then the level of loan compensation due to budget funds
and risk reduction will be lower, for example by 2%. In such situations, it is
most appropriate to apply the exponential function, which increases the
compensation and reduces the risk when the loan results approach the
requirements of the taxonomy. Conversely, if the implementation of the loan
project leads to the deterioration of the borrower’s environmental indicators,
then he pays a contribution to the budget, for example 5% of the loan amount.
At the same time, the bank increases the amount of assets weighted by the
borrower’s credit risk by the same amount. Environmental assessments should
be carried out by the banks themselves and by specially trained rating companies
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that have become widespread in the world and have developed comprehensive
methodologies for assessing environmental risks, such as Sustainalytics (2023).

At the same stage, with the support of the NBU, banks should develop
internal regulations, rules, recommendations and other documents, according
to which ESG risk management would be carried out, and conduct staff
training. For banks of Ukraine, there is a need to develop: methods of
quantitative measurement and qualitative characterization of ESG risks,
determination of their impact on capital; methods of harmonizing the system
of bonus rewards with the "greening" of granted credits, etc.

At the second stage, the NBU should develop procedures for supervising
the management of ESG risks; information transparency standards in the context
of sustainable financing; a single method of ESG rating.

In addition, with the direct participation of the NBU, the
harmonization of the financial legislation of Ukraine with the requirements
of the EU regarding sustainable financing should take place in the following
areas:

» minimization of banking risks and maintaining the financial stability
of the banking system and increasing the level of trust in it;

« ensuring stable financing of the economy in conditions of war and
post-war recovery;

o the development of green banking and investing based on the
formation of a long-term, inexpensive resource, which is problematic in
conditions of high inflation, as well as the formation of a system of prudential
incentives for ecological banking.

To solve these, not always one-vector, tasks, it is necessary to develop
the Policy of Harmonious Finances and the Harmonious Taxonomy based on
EU standards and defines the road map for their implementation in Ukraine.

At the same time, banks need to conduct internal testing of the
regulations and recommendations of the National Bank of Ukraine, as well
as their own efforts, based on the results of which it will be possible to
identify key problems and draw a conclusion regarding the possibilities and
deadline for their elimination.

At the third stage, it is expedient to introduce most of the European
options for the regulation of "environmental" banking activity into the
domestic banking sector, with the exception of establishing strict capital
requirements. In our opinion, increasing the capital requirements of banks
operating in a country at war will create additional "financial stress" in the
economy, which currently needs significant investments in the revival of
Ukraine’s environment. In addition, in conditions of a high degree of
uncertainty of the surrounding environment, it makes no sense for banks to
form additional capital buffers. After all, due to the occurrence of
extraordinary events (floods, hurricanes, wars, acts of terrorism, etc.), which
are impossible to predict, banks’ losses will be covered not only by capital,
but also by all their own funds at their disposal.
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Conclusions

As a result of the global financial crisis, European banks began an
active phase of prudential reform of their risk management system. The
regulatory directives adopted by the European Commission were aimed at
strengthening the financial stability of Cls on the basis of increasing capital
requirements, improving risk management, and increasing the transparency
of their activities. Special attention was paid to the formation of the reward
mechanism with an emphasis on minimizing risks and ensuring continuous
activity, introducing a three-level system for assessing capital adequacy,
establishing requirements for capital buffers, minimizing liquidity risk with
the introduction of new regulations, starting stress testing of banks’ activities,
increasing the efficiency of corporate management and responsibility
stakeholders for the results of CI activity.

In recent years, the European Union has taken a course to implement
the main postulates of sustainable financing and minimize the negative
impact of environmental risks on the environment. At the same time,
excessive prudential regulation (taking into account the "ecological
component") can complicate the long-term financing of the transition of the
economy to harmonious development paths for nature and society. The
outlined problem also faces Ukraine, to which is also added the task of
uninterrupted financing of military needs and post-war reconstruction of the
country. In this regard, a "chain" of step-by-step implementation of
regulatory requirements, taking into account the "ecological" component for
banks of Ukraine, is proposed, a list of measures recommended to be taken
at the level of the Regulator and banks is defined, which will contribute to
the continuous movement in the direction of the European vector of
sustainable development, taking into account domestic realities

The main vectors of future research can be the development of the
Bank Capital Regulation Standard taking into account the "ecological"
component for banks of the Eurozone countries, as well as the methodology
of "ecological" rating of industrial enterprises in Ukraine.
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POTENTIAL FOR THE
DEVELOPMENT OF FINANCIAL
LEASING IN UKRAINE

In modern conditions, the market of
financial leasing services occupies a prominent
place in the economy of developed countries.
Financial leasing is a kind of symbiosis of
lending and renting, it has a number of sig-
nificant advantages for ensuring and expanding
the activities of business entities due to the
replenishment of their investment income, a
convenient source of financing, the possibility of
using modern and often expensive equipment
without significant costs, modernization of
production and normalization of the financial
and economic state of business, which invi-
gorates the development of the country’s
economy as a whole. In Ukraine, despite 30
years of development, financial leasing has
repeatedly encountered difficulties, including
the problems of the origin and formation of the
leasing  services market (90s), imperfect
legislation, the decline during the financial crisis
and post-crisis recovery, and currently — fun-
ctioning in the conditions of war. The economic
instability of the past years and the conditions of
the present significantly affect the pace of
development of the leasing industry, and
therefore its recovery is currently a matter of
time. The growth of the financial leasing market
in conditions of a pandemic, economic recession
and martial law makes it necessary to have a
clear mechanism for regulating leasing acti-
vities. The priority reference point is the
European experience, the study of which in the
framework of strengthening the innovative focus
of the development of the domestic economy will
make it possible to choose a relevant model of
the functioning of the modern financial leasing
market. The aim of the article is to determine the
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[IOTEHIIIAJI POBBUTKY
$IHAHCOBOI'O JIIBMHIY
B YKPAIHI

YV cyyacnux ymoesax pumnox nocnye ¢inan-
€08020 N3UHZY 3AUMAE YiIbHe MicYye 8 eKOHOMIYI
posgunenux Kpain. Dinancoeuu ai3uHe €
CBOEPIOHUM CUMOIO30M KPeOUmy8aHus i OpeH-
ou, mac pso cymmesux nepeeae Onsl 3a0e3-
NeyeHHs Mma Po3uWUpeHHs OisLIbHOCMI Cy0 '€Kmie
20CN00apIOBAHHA  3A80SKU  NONOBHEHHIO  iX
IHBECUYITHUX HAOX0O0JICEHb, 3PYUHOMY Odice-
peny  inancysanns, MONCIUBOCMI  BUKOPU-
CMAHHS CYYACHOL Ma YACmo 00PO208apmMicHOL
mexuiku 6e3 3HAYHUX SUMpam, MOOepHizayii
supobHuymea ma Hopmanizayii  Qinancoso-
EeKOHOMIUHO20 cmaHy OI3Hecy, WO NONHCEABTIOE
PO36UMOK ~ eKOHOMIKU — Kpainu 6  yiiomy.
B Vxpaini, nonpu 30-piunuii  po3eumox,
Ginancosuii nizuHe HeOOHOPA3060 HAPANCABCA
Ha mpyoHOWi, ceped AKUX Npobremu 3apo-
0JCeHHA | CMAHOBNEHHA DPUHKY JIi3UHCO8UX
nocnye  (1990-mi  poku), Hedockonanicmy
3AKOHO0A8CmMea, cnao y nepioo ¢QiHancogol
Kpu3u ma nicisikpuzoee IOHOGNIeHHS, d Hapasi —
@yHKyionyeanns 6 ymosax siuHu. Exonomiuna
HecmaOilbHICMb  MUHYIUX POKI8 ma  YMO8
CbO2OOCHHA CYMMEBO BNAUBAE HA  MEMNU
PO38UMKY NI3UHE080I 2any3i, a momy il 6i0HO-
6lIeHHs Hapasi € NUMAaHHAM 4Yacy. 3pocmanHs
PUHKY DIHAHCO8020 NI3UHEY 8 YMOBAX NAHOEMII,
EeKOHOMIUHOI peyecii ma B0EHHO20 CMAHY
pooums HeoOXIOHUM HAABHICIb YIMKO20 MeXa-
HI3MY pecynlo8anHs JNi3UH2080i  OisIbHOCHI.
Ipiopumemnum opieHmupom € €8poneucbKuli
00c6i0, GUGUEHHs SIKO20 Y PAMKAX NOCULEHHS
iHHOBAYIUHOT CNPAMOBAHOCMI PO3GUMKY BIMHYU3-
HAHOI eKOHOMIKU O0acmb 3Mo2y obpamu peie-
BaHMHY MOOeNb (DYHKYIOHYBAHHSA CYUACHO2O
PUHKY hinancoso2o nizuney. Memorw cmammi €
BUSHAYEHHS Dpe2YIAMOPHUX eumoe y cghepi
J3UH2080]  OIANLHOCMI, KIIOYOBUX BEKMOPIE
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regulatory requirements in the field of leasing
activity, the key vectors of the development of the
domestic market of financial leasing services in
the context of European integration. To achieve
the aim, scientific methods of analysis, synthesis,
systematization, graphic and generalization
were applied. It was established that, despite a
number of problems, the leasing market of
Ukraine still has all the prospects of becoming
one of the powerful markets of the Central and
Eastern Europe region. In this direction, it is
urgent to strengthen financial literacy among the
population and business entities regarding the
understanding of leasing as an innovative way of
purchasing equipment and a flexible business
financing tool, ensuring an increase in the level
of penetration of leasing into the domestic
economy, expanding the spheres of attracting
external financing, developing state programs,
developing vendor financing.

Keywords: financial leasing, regulation of
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Introduction

PO36UMKY GIMYUSHAHO20 PUHKY NOCHYe (DiHAH-
C08020 NLI3UHZY y KOHMeKcmi €spoinmezpayii.
s Oocsicnenns nocmasnenoi memu 3acmoco-
6AHO  HAYKOBI Memoou auanizy, CcuHmesy,
cucmemamuszayii, 2pa@iuHuil ma y3a2aibHeHHs.
Bcmanoeneno, wo, nonpu nusky npobnem,
Ji3uHeo8Ull puHoK Ykpainu ece o mac 6ci
nepcneKmuey cmamu OOHUM 13 HOMYHCHUX
punkie peciony Llenmpanvuoi ma CxioHol
E€sponu. Y yvomy Hanpami axmyanvHum €
nocunenusi QPiHancogoi epamomuocmi - cepeo
HacenenHs ma cyb’€kmig 20Cno0aprO8aHHs
WOOO pPO3YMIHHA Ji3UH2Y SIK IHHOBAYINIHO20
cnocoby npuobanus 00JIAOHAHHA MA SHYUKO020
iHcmpymenmy ¢hinancysanns 6isnecy, 3abesne-
YeHHs NIOBUWEHHSL PIGHS NPOHUKHEHHSL JII3UH2Y Y
BIMUUHAHY eKOHOMIKY, pO3uuUpenHs cgep 3any-
YeHHs 306HIUWHBLO2O (DIHAHCY8aANHSA, PO3POOKA
0€pocaBHUX NpPO2PaAM, PO3BUMOK GEHOOPHO20
Qinancysanus.

Knwuoei cnoea: (iHAHCOBHH JI3UHT,
PEryJIIOBaHHS JII3WHTOBOI AiSIBHOCTI, JOTOBIp
JI3UHTY, J3MHrOBHH noptdens, Acouiamis
"VkpalHcbke 00 ’€THAHHA  JII3UHTOJABIIB",
®denepariiss €BPONEUCHKUX AaCOMLiaIliil JIi3UHTO-
BuX kommadiii Lease Europe.

The modern market of financial services of Ukraine in the period of

increased volatility and significant transformations should become a
prerequisite for further social and economic development of the country. First
of all, the support and development of financial leasing as an effective
mechanism for investing in the renewal of the material and technical base
and financing the real sector of the economy is currently one of the effective
tools of the domestic economy and a priority in post-war reconstruction.

Leasing tools are quite actively used in the developed countries of the
world, first of all, almost a third of investments in fixed assets are made
through them. In particular, small and medium-sized enterprises of the
countries of the European Union prefer leasing after such a source of
financing as credit lines (Potrivaeva N., Kozachenko L., 2019, p. 381).
Domestic economic realities show that business entities are cautious about
using financial leasing services, which is due to little experience in this field,
the long-term imperfection of the legislative framework, and currently, the
unstable state due to functioning in wartime conditions.

The legal nature and peculiarities of financial leasing operations, the
current state and prospects of its development in Ukraine are the subject of
research by many scientists.

The main approaches to defining the essence of the concept of
"leasing", the conceptual provisions of the leasing agreement, the analysis of
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legislation in this area are thoroughly researched in the works of Karpen-
ko R. (2020), Lepeh S. (2021), Malyshko V. (2015) and others, in particular,
the authors emphasize the importance of the successful development of
leasing relations in Ukraine, primarily due to ensuring their proper and transparent
regulatory regulation. Bestuzheva S., Kozub V. and Dobryn S. (2023)
reveal the importance of modern legal regulation of financial leasing services
and methodical approaches to the organization of international leasing
operations (2023), noting that in the domestic economy, increasing the
volume of financing of foreign economic operations requires the search for
optimal methods and sources,. among which a significant place is occupied
by leasing.

The current state, trends in the development of the world market of
financial leasing services, as well as the peculiarities of its regulation in
different countries have been studied in a number of important scientific
works. In particular, Netudikhata K. (2017, p. 93) defines the development
of leasing as one of the macroeconomic factors of profound positive changes
in national economies. The active use of this financial instrument makes it
possible to solve the most important economic problems related to the
modernization of the main production assets, the stable development of
industries and regions, the expansion of the domestic production market and
the increase in sales. The analysis of international experience in supporting
the development of leasing during its formation and the level of ensuring its
regulation, the need and effectiveness of state support for leasing relations in
developed countries are reflected in the works of Amelin S. (2009),
Potriveva N., Kozachenko L. (2019), Sytnyk N., Dunets I. (2021) and others.
Scientists claim that in modern conditions the functioning mechanism of the
leasing market of Ukraine needs updated approaches and development, and
therefore the issues of studying the experience of foreign countries in regulating
leasing operations and additional opportunities from the use of financial leasing
as a form of updating the material and technical base are relevant.

Questions related to the processes of organization, budgeting and
planning, financing and efficiency of leasing activity were studied in a
number of scientific works by Gordienko T. and Sydorenko V. (2017), first
of all, the authors noted the peculiarities and importance of leasing in the
development of the country's economy.

The role of financial leasing in supporting the agricultural sector, the
problems and prospects of its use for agrarian business entities were outlined
by N. Sirenko, T. Gannichenko, K. Mikulyak and A. Polishchuk (2021). First
of all, it is important for Ukraine today to widely use this financing tool to
stimulate economic growth and development of small and medium-sized
enterprises. It has been proven that the development of enterprises in the
agricultural sector is possible under the conditions of the implementation of
financing support programs and tax incentives for lessees and lessors.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 129



ENTERPRISE

At the same time, the issues of regulatory aspects and features of the
development of financial leasing in Ukraine in the conditions of financial
market transformations and threats caused by the state of war in the country
require further research.

The aim of the article is to establish regulatory requirements in the
field of leasing activities, the features of the European financial leasing
market and to determine the key vectors of the development of the domestic
market of financial leasing services in modern conditions.

The theoretical and methodological basis for writing the article was the
research of domestic scientists on the issues of regulation and development of
leasing, legislative acts of Ukraine in the field of financial leasing, as well as
official statistical data of the European Federation of leasing market participants
Lease Europe, the Ukrainian Association of Lessors (UAL), the State Statistics
Service and The National Bank of Ukraine as a regulator of the financial market.
Such methods as analysis, synthesis, systematization, graphic, generalization are
used to present and interpret the indicators of the European and domestic
markets of financial leasing services.

The research of the current state of the market of financial leasing
services of Ukraine made it possible to single out the vectors of its
development, which are described in four sections of the main part of this
article.

1. Harmonization of the legislation of Ukraine with the legislation
of the European Union and international standards

In some countries, there is no special legal regulation of leasing
relations; it is provided by the general norms of tax, civil, economic,
commercial and criminal law in such countries as Belgium, Spain, Germany,
Hungary, Bulgaria, Japan, USA, Denmark. In a number of countries,
including Great Britain, Portugal, France, Sweden, and Austria, there are
special laws and by-laws that regulate the provision of financial leasing
services (Cheberyako O., Hnatiuk O., 2020, p. 126).

Financial leasing is also usually characterized by an obligation to sell
the property at the end of the agreement at a pre-agreed price (Belgium,
France), while operating leasing is synonymous with renting and is an
unregulated activity (Portugal, Hungary) (Legal regulation of leasing: the
experience of Spain, of Portugal, Bulgaria and Hungary, 2016;
Netudikhata K., 2017, p. 93).

In Ukraine, the provision of financial leasing services is regulated by
the Economic, Civil and Tax Codes of Ukraine, the laws of Ukraine
"On Financial Leasing" (2021), "On Financial Services and Financial
Companies" (2021), "On Banks and Banking Activities" (2000), and as well
as the UNIDROIT Convention (1988) on international financial leasing, which
generally corresponds to the peculiarities of regulation in European countries.
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The norms of the Civil and Economic Codes of Ukraine establish the
legal regime of leasing as a separate type of contractual obligations that
mediate relations regarding the transfer of property for temporary use and as
an economic activity aimed at investing one’s own or borrowed financial
funds, which consists in providing property under certain conditions
(CCU, 2003; GCU 2003).

The general conditions and procedure for carrying out leasing
operations by banks are defined in Art. 47 of the Law of Ukraine "On Banks
and Banking Activities" (2000): leasing is one of the banking operations that
banks have the right to carry out on the basis of a banking license of the
National Bank of Ukraine.

Special national legislation in the field of leasing relations — the Law
of Ukraine "On Financial Leasing" is actually built exclusively on a civil law
basis; its subject is primarily the regulation of contractual relations. Adopted
in 1997 as the Law "On Leasing", in 2003 it was renamed to the Law "On
Financial Leasing" to regulate civil-law relations arising from the contract
primarily of financial leasing, since operating leasing is equated with rent and
it’s the activity is not subject to specific regulation.

Morally outdated, not adapted to the realities of the modern concept of
the market of financial leasing services, in June 2021 the new law "On
Financial Leasing" entered into force, aimed at creating an appropriate
competitive environment in the field of financial leasing, which allowed to
harmonize the legislation of Ukraine with the legislation of the European
Union and international standards, namely:

- inconsistencies in the definitions and interpretations that describe
leasing legal relations in various normative legal acts of Ukraine have been
eliminated;

- features of financial leasing are detailed;

- the National Bank of Ukraine was defined as the body of state
regulation, supervision and control in the financial leasing market and
a unified procedure for regulating relations in the field of financial leasing
was approved;

- clear requirements for the form of the financial leasing contract and its
essential conditions, as well as the consequences of declaring the contract invalid;

- it is prohibited to finance individuals with a reference to the monetary
equivalent of a foreign currency;

- the issue of the notarial form of contracts for vehicles with natural
persons has been settled;

- the concept of "advance payment" is fixed not as the lessor’s funds,
but as a component of the leasing payment, which compensates part of the
value of the object of financial leasing;

- the protection of the rights and legitimate interests of the subjects of
the leasing agreement is ensured, and the supplier’s responsibility to both the
lessor and the client is strengthened (About financial leasing, 2021).
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Therefore, the updated special legislation in the field of financial
leasing will increase the demand for the use of this financial instrument,
strengthen the protection of the rights of consumers of this service, and
reduce the risks of related transactions.

The Law of Ukraine "On Financial Services and Financial
Companies" (2021), effective from 2024, significantly changed the appea-
rance of the non-banking financial market. In terms of financial leasing, the
Law provides for a number of innovations and advantages, in particular:

« simplified procedure for obtaining a license — each financial service
will not need to be registered separately, a single license will specify all
financial services to which the NBU has granted the right;

 with the acquisition of the status of a financial company, lessors will
not be subject to restrictions on exclusive activity, that is, they will have the
right to perform other economic activities, in addition to the provision of
financial services;

* implementation of the declarative principle of acquisition of
significant participation and appointment of a manager in a leasing company;

* the possibility of outsourcing part of the functions.

At the same time, there are a number of difficulties for lessors. First of all,
there are increased requirements for corporate management and internal control,
which were not previously applied in this activity and require the development of
a significant array of internal documentation, an increase in human and time
resources, which, in turn, may be reflected in an increase in the price of the leasing
service. Secondly, strict requirements for the business reputation and professional
suitability of the head of the leasing company and the owners of a significant
share — in case of non-compliance with all requirements, the regulator will be able
to demand the termination of their powers. Thirdly, the regulator will have the
right to adjust the activities of not only the financial institution itself, but also
the providers of accompanying services; in particular, it will have the right to
demand documents about them from the lessor. And, fourthly, a wide list of
grounds for canceling a license has been established (About financial services and
financial companies, 2021).

In general, the constructive changes that the financial leasing market
is waiting for should have a positive effect on its development, increase the
transparency and quality of the provision of leasing services.

As evidenced by the study of international best practices, almost all
countries have from one (Germany, Belgium) to two (Great Britain, France)
professional associations of lessors, which cover almost the entire market of
leasing relations.

In Ukraine, the Association "Ukrainian Association of Lessors" (UAL),
which began its activities in 2005 as a voluntary non-commercial association
of professional leasing companies, is also established and successfully
functions, which is the only leasing association in Ukraine.

UAL i1s a member of the Lease Europe Federation of European
Associations of Leasing Companies, which unites 43 national associations from
European countries and represents the interests of about 1 500 leasing companies
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(92% of the European leasing market). UAL members participate in Lease
Europe working groups on issues related to the countries of Central and Eastern
Europe. Today, the association can provide important services to its members (for
example, training courses, statistics and information on the website, exchange of
experiences and conferences, news of the legal and regulatory field).

For example, the Polish Leasing Association receives leasing data
from its members according to the Lease Europe templates and publishes this
data quarterly during press conferences. The data is considered official, used
and cited in all research, business reports, newspaper reports, etc. Similarly,
UAL has the opportunity to draw attention to this industry by publicizing the
results of its participants to the public and the business community (Official
website of the Ukrainian Association of Lessors, 2021).

2. Revival of the European leasing business and decline in the
domestic market of leasing services

According to Lease Europe, Great Britain has the largest share of the
leasing market in Europe. The next important countries in terms of the
volume of concluded leasing agreements are Germany and France. Ukraine
is part of the cluster of the Central and Eastern Europe region, which covers
8-9% of European leasing (Table 1).

Table 1
The value and share of new leasing agreements in certain European
countries in 2018-2022

2018 2019 2020 2021 2022
Country or 70 p EUR EUR EUR EUR
1 0 0 0, 0 0

region billion | 7 | billion | 7° | billion | 7° | billion | ° | billion | 7°
KUmted 91.9 [23.8| 969 | 234 | 788 | 224 | 906 |233| 955 | 23.6
ingdom

Germany 576 |149] 698 | 168 | 587 |167] 716 |184| 699 | 173
France 562 |14.5] 63 152 | 543 | 154 | 614 |158 | 619 | 153

Ttaly 298 |7.7] 279 6.7 29 | 65 288 | 74 | 315 | 78
Austria,

Benelux, 422 1109| 469 | 113 | 424 | 120 | 422 | 109

Switzerland

Nordic

countries, 339 |88 336 8.1 304 | 86 | 378 | 97
Baltic countries «
Greece,
Portugal, Spain,| 194 |50 | 20 4.8 161 | 46 | 201 52

Morocco

Centraland | 57 4 | 97| 349 8.4 311 | 8.8 362 | 9.3
Eastern Europe

Russia** 18 |47] 219 53 172 | 49 -

In total 386.4 [100] 4149 | 100 | 3519 | 100 | 3887 [ 100 | 4040 [ 100

* aggregated data are not available;

** excluded from Lease Europe in March 2022 due to the aggression of the Russian
Federation in Ukraine.

Source: compiled by the author based on official data from Lease Europe (n.d.) for 2018-2022.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 133



ENTERPRISE

In 2017, the portfolio of new leasing agreements reached
EUR 384.1 billion (9.4% growth compared to the previous year), with around a
third of national markets experiencing double-digit growth compared to the
previous year — especially the Netherlands, Poland, Russia and Bulgaria. In 2018
it was noticed an increase in the leasing business by 7.7% compared to the
previous year, with most participating countries having positive results, with the
exception of Greece, Slovakia, Turkey and the Czech Republic. The largest
increase was observed in the Netherlands, Poland, and Bulgaria. In 2019, the
volume of new leasing agreements increased by 6%, positive results are
observed in many countries, except Italy and Portugal, parts of the Central and
Eastern Europe region and the Baltic countries (Lease Europe, n.d.).

The total value of new leasing agreements in 2020 amounted to
EUR 351.9 billion, decreasing by 14.2% compared to the previous year. Due
to the global COVID-19 pandemic, most national leasing markets in Europe
showed deterioration in performance, with around 3/4 of countries recording
double-digit declines in 2020 compared to the previous year.

The Baltic countries, Croatia, Portugal, Spain and Morocco suffered
the biggest losses, with total new leasing volumes falling by more than 20%.
In contrast, Ukraine, Turkey and Greece were the only countries to indicate
growth in new volumes in 2020, while recovering from the low levels
reached in previous years (Lease Europe, n.d.).

In 2021, the total volume of new leasing agreements amounted
to EUR 388.7 billion, which shows an increase of 15.8% compared to
2020. Great Britain continues to occupy a leading position on the
European leasing market with new volumes worth EUR 90.6 billion,
followed by Germany and France (Lease Europe, n.d.). According to the
latest published statistical data, at the end of 2022, the volume of new
leasing agreements amounted to EUR 404 billion, which is 3.9% more
than the previous year.

In general, recent years have been marked by a significant revival of
the European leasing sector: most national markets have received positive
results, including more than three-quarters of countries recorded double-digit
growth. Thus, the countries of the Baltic region, Turkey, Slovenia and
Sweden showed the highest increase in the total volume of new agree-
ments — the increase was more than 30%. It is important to note that the main
leasing sectors, which are related to automotive, engineering and industrial
equipment, are improving their performance in all directions.

Along with the revival of European leasing, the data of the Table 2
indicate negative trends and a decline in activity on the leasing market of
Ukraine in recent years, which was caused by the introduction of martial law
in the country and the risks that accompany business entities in these
conditions.
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Table 2
The main indicators of the non-bank market of financial leasing services
in Ukraine in 2013-2023

Indicator 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023*

The value of
current financial
leasing contracts,

UAH billion
The value of new
financial leasing

contracts,

UAH billion

GDP (real),

UAH billion

Share of the
value of current
financial leasing | 4.76 | 429 | 1.84 | 1.14 0.93 082 | 079 | 1.10 | 1.06 | 1.14 15

contracts in

GDP, %

Share of the

value of new
financial leasing | 224 | 0.54 | 044 | 0438 0.53 072 | 071 | 0.68 | 091 | 0.09 | 0.08

contracts in
GDP, %

67.1 | 586 | 263 | 232 | 228 252 | 290 | 420 | 488 | 439 | 423

31.6 74 6.3 9.8 13.0 222 | 262 | 261 10.6 33 2.1

1410.6 | 1365.1 | 1430.6 | 2034.4 | 2445.6 | 3083.4 | 3675.7 | 3818.5| 4363.6 | 3865.8 |2800.1

* as of the 3rd quarter.

Source: compiled by the author based on official data of the National Bank of Ukraine
(Official website of the National Bank of Ukraine, n.d.) and the State Statistics Service
(State Statistics Service of Ukraine, n.d.), 2013-2023.

In connection with the deterioration of the situation in the economic
and financial spheres, military and political events in the Crimea and in the
East of Ukraine in 2014-2015, a decline was observed in the market of
leasing services. Since the demand for leasing decreased, the credit-
worthiness of lessees deteriorated, the equity capital of leasing companies
decreased due to the appearance of systemic losses and the cost of the
resources involved increased (Transformation of the financial sector,
June 2018). The value of current leasing contracts, after a sharp reduction in
2015, showed certain stability over the next four years (from UAH 23.18 to
29 billion).

The first positive year in terms of indicators in Ukraine after the crisis
was 2016. According to statistical data, the number of new lessor contracts
in the non-banking sector increased to 9 160 in 2016 (by 22%), before
decreasing in 2017. to 7 752 (Leasing industry in Ukraine, June 2018).
In 2021, the value of leasing agreements increased by 9.8% compared to 2020
and by 58.8% — since 2019. At the same time, despite the positive dynamics
of the growth of the value of contracts in recent years, this amount did not
reach the value of UAH 67.1 billion in 2013, the historical maximum of the
studied decade.

Penetration Rate is one of the important indicators of the financial
leasing market. This indicator can be calculated by two methods. The first is
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the ratio of the value of leasing contracts to the total investment in fixed
capital reflects the competition of leasing with alternative forms of financing.
According to studies (UAL, 2021; Netudikhata, 2017, p. 94), this indicator
has the highest values in Australia (about 40%), Canada (32%), Great Britain
(31.1%), and the lowest (4%) is in China.

The second indicator, the ratio of leasing to GDP, is more reliable, as
it is based on a broader calculation denominator and takes into account the
sectoral structure of the economy. The highest values of this indicator (in
terms of new leasing contracts) are observed in Sweden (about 3.03%),
Great Britain (3.02%), the USA and Australia (2.08%), and the lowest
(0.77%) in Italy (Netudikhata, 2017, p. 94). As we can see, in Ukraine since
2015, the values of the share of leasing in GDP have been low, both from
the point of view of newly concluded contracts and from the perspective of
all current leasing contracts. Only in 2013, it was almost 5% (4.76%), and
in subsequent years it only fell, which indicates the decline in the role
of financial leasing as an investment tool and the reduction of the scale of
its use in the country’s economy. Also, according to the results of the
military year 2022, the volume of newly concluded leasing agreements
on the domestic market decreased by 68.4%, and their share over the past
ten years has a record low value of 0.09%.

The rate of leasing penetration can also be calculated in a part of the
market, for example, according to UAL data, the largest number of vehicles
leased in Ukraine is passenger cars. The degree of leasing penetration in
the domestic automobile market is 13%, and in the car market — 11.4%
(Leasing industry in Ukraine, June 2018).

3. Strengthening the positions of Ukrainian banks in the field of
providing financial leasing services

Banks and non-bank financial institutions can provide leasing services
in Ukraine. Although financial companies with the right to carry out leasing
activities are more numerous, they are not the main players in the market — it
is legal entities lessors who form the main part (90%) of financial leasing
contracts. According to the Ukrainian Association of Lessors, its 16 members
make up about 80% of the Ukrainian market (UAL, 2023).

Despite the fact that a large number of financial institutions are
registered in Ukraine with the right to conduct factoring and leasing
activities, in reality they may not conduct leasing activities. As stated in the
report "Leasing industry in Ukraine: trends and recommendations for
growth", the data of the National Financial Services Agency (the regulator of
the non-banking sector until 2020) does not show a clear picture of the market
due to outdated reporting forms for data processing. It is also practically
impossible to distinguish between companies that are registered to provide
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services, but do not actually conduct activities, and those that are active
lessors (Leasing industry in Ukraine, June 2018).

Banks, as well as financial companies that have the right to provide
leasing services, do not position themselves as the main players in the
financial leasing market. At the same time, the study of bank financial leasing
shows the increase in the number and value of leasing agreements in the
banking sector in recent years.

The number of banks that actually provide financial leasing services is
stable and ranges from 17 to 19 institutions, including Privatbank, Ukrgas-
bank, PUMB, Kredobank, Taskombank, Ukreximbank, Poltava-Bank, etc.
In 2020, Ukrainian banks concluded financial leasing agreements in the
amount of UAH 6.7 billion, which is 14% less than in the previous year, and
the portfolio of banking leasing agreements increased by 10% during
the reporting period. In general, the three largest banks by the size of the
leasing portfolio have a share of 63% of the total value of the banks’
portfolios, and the ten largest banks — 98%. In 2021, the value of new
agreements concluded by banks amounted to UAH 9.22 billion, which
indicates an increase of 37.5% compared to 2020.

According to official data, the Bank "Investments and Savings" took
the lead in terms of annual indicators, the increase in the value of its new
transactions amounted to 64 66 3% compared to the same period last year,
and reached the mark of UAH 212 million. Ukreximbank also increased its
efforts, which grew by 10323%, concluding deals for a total of
UAH 156 million. The three leaders in terms of growth dynamics are
completed by Poltava Bank, which increased the value of new transactions
by 1.724%, or up to UAH 7.5 million. The growth of the segment was also
facilitated by the activity of several new players who were not active last
year. Among them there is Cominvestbank, Pivdenny Bank, Bank Sich,
Yunex Bank. In general, the bank’s portfolio of leasing agreements as of the
reporting date amounted to UAH 11.3 billion, i.e., its volume increased by
3% over the year. The three largest banks by the size of the leasing portfolio
have a share of 53% of the total value of bank portfolios (UAL, 2021).

Thus, the dynamics of bank leasing remained impressive in the
conditions of the "Covid" economy, ahead of macroeconomic indicators,
which confirms the huge potential and sustainability of leasing as a financial
instrument.

According to the latest official data, as of the third quarter of 2023,
the banking leasing sector continues to maintain positive dynamics in terms
of the number and value of new leasing agreements. Thus, over the last year,
banks concluded 36.5% more new financial leasing agreements, while at
the same time, the total banking portfolio of leasing agreements decreased
insignificantly. Privatbank, Ukrgazbank, Ukreximbank, PUMB and Kredo-
bank continue to remain in the top five in terms of portfolio size
(UAL, 2023).
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4. Orientation of leasing services in Ukraine to the spheres of
agriculture and the transport industry

In recent years, representatives of the transport industry and
agriculture have been the largest lessees in Ukraine, the volume of active
contracts under which as of the 3rd quarter of 2023 amounted to
UAH 9 334.3 million and UAH 11 091.4 million, respectively. These two
industries have the largest share (almost 50% of the total) in the value of
current contracts, and the third place is occupied by the service sector, the
share of which has doubled in recent years (Figure I).

Agriculture
0,
49% 129, B Service Industries
Transport

B Other

Figure 1. The structure of the leasing portfolio of Ukraine
by the largest industries in 2023

Source: compiled by the author based on NBU data (Official website of the National Bank
of Ukraine, n.d.), 2023.

Leasing in the field of agriculture has become highly developed in
Ukraine, as our state is one of the leading agrarian countries in the world and is
among the ten largest exporters of agricultural products. According to the latest
UAL data, OTP Leasing is the undisputed leader in this field. The Ukrainian
Agricultural Business Club (UKAB) in the information on the structure of
leased assets in the agricultural sector notes that the main equipment for which
leasing contracts were concluded were tractors (50%), combines (25%) and
cultivation equipment (25%) (Leasing industry in Ukraine, June 2018).

The data suggests that lessors are also interested in leasing highly
liquid equipment that can be easily returned and resold, with cars being
a prime example. In the portfolios of most leasing companies, cars are usually
the dominant subject of financial leasing.

Car leasing is certainly the most developed part of the Ukrainian leasing
market. Some larger companies operate with "full service agreements" where
the lessor manages the company’s vehicle fleet. The experience of interna-
tional companies in providing this type of leasing (AVIS-Ukraine or ALD
Automotive) 1s successfully used by other companies, such as "ULF-Finance"
or "OTP Leasing". According to official data, the number of leased cars in
2016 was 6 thousand units, which is 70% more compared to 2015, and in 2017
the total number of leased cars was 5 871. The leaders were the companies "
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OTP Leasing" (1 615 cars), "ULF Finance" (1 249) and "Porsche Leasing
Ukraine" (1 117) (Leasing industry in Ukraine, June 2018). The sectors in
which leasing is only gaining momentum in our country are the computer and
telecommunications spheres, as well as the health care sector, the share of
which does not even exceed 1%.

At the same time, the structure of leasing in the economic sectors of
individual countries is quite different, which is related to the specifics of economic
activity. For example, in Japan, which is one of the leaders in the field of high
technologies, the largest share is IT and telecommunications leasing (32%),
transport, followed by trade and service equipment with a share of 14%. The
situation is significantly different in Germany, where the leasing portfolio consists
of 77% of transport, 8% of industrial equipment and 6% of IT and office
equipment. In Poland, 45% of leasing is cars and light commercial vehicles, trucks
and buses — 26%, industrial equipment — 20%, agricultural machinery — 7.3% and
IT — 3% (Leasing industry in Ukraine, June 2018).

The results of the analysis of the pan-European leasing portfolio
structure show that the largest leasing sector in recent years has remained
transport (Figures 2, 3).

& Computer technology and business
icing

0 Mechanical engineering and
industrial equipment

B Commercial transport

@ Passenger transport

539 Other

Figure 2. Volumes of new leasing equipment by types of assets in European
countries in 2019-2022

O Public sector
Consumers

& Private sector
& Agriculture

& Production, industry and
construction

Figure 3. Leasing volumes by customer category in European countries
in 2019-2022

Source: Compiled by the author based on official data (Lease Europe, n.d.).
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Cars and commercial vehicles account for 72% of the total volume of
new services provided in recent years, remaining the largest single segment
of assets in the European leasing market. Leasing of industrial equipment
takes the third place (16%), and leasing of computer equipment and business
equipment — the fourth position (5%). About two-thirds of new equipment
leasing (including vehicles, 38%) was to the private sector (business), with
30% to consumers and 3% to government. The agriculture, manufacturing,
industry and construction sectors use leasing the least (Lease Europe, n.d.).

Thus, today leasing is a very important way of financing for many
companies around the world. The share of leasing is particularly important
for the development of small and medium-sized businesses: it is an actual
source of financing for 48% of business entities in the EU. Among the
companies that consider leasing an important source of financing, there are
companies from Germany, Great Britain and Poland (third place in Europe
with 60% of companies that indicate that they are interested in using leasing
in the future) (Leasing industry in Ukraine, June 2018).

Conclusions

Just as the Ukrainian leasing market began to recover from another
crisis, a full-scale invasion by the Russian Federation took place, which was
a shock to the country’s economy. The leasing market suspended its full-
fledged work in the first month, and only in April 2022, after a break of more
than forty days, it resumed financing primarily the agricultural sector —
agricultural clients of medium and small businesses.

Despite a number of problems, the leasing market of Ukraine has
every prospect of becoming one of the powerful markets of the Central and
Eastern Europe region. First of all, the attraction of external financing and
the support of the state from the development of various development
programs will allow to increase the volume of leasing in such areas as
equipment for road construction, medical equipment, passenger transport and
real estate.

The development of vendor financing is no less important for the
domestic market of financial leasing services. Currently, the most popular
scheme in which the leasing market operates in Ukraine is through consumers,
that is, the initial contact is formed at the level of the lessee and the lessor. In a
vendor scheme, the potential lessee approaches the manufacturer or dealer of
the asset and accesses the lease through him. Using the vendor scheme, the
lessee has access to the lease at the point of sale of the asset rather than at the
point of financing. According to a report prepared for Lease Europe by Oxford
Economics, the most popular leasing option in Europe is vendor financing.

Thus, the market of financial leasing services of Ukraine has
significant potential and opportunities for development, which may open up
during the recovery of the post-war economy thanks to the joint efforts of the
state, the regulator, lessors and business.
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EXPERIENCE

The social properties of the hotel business
are objectively determined by the course of
phenomena and processes that reflect, on the
one hand, the relevance of the increase in the
economic activity of the social component, which
is focused on the social needs of the consumer,
and on the other hand, the strengthening of the
importance of the social factor in the conditions
of humanitarian crises. The trigger that led to
the growth of the social function of the hotel
business was the full-scale invasion of Russian
troops into Ukraine, which caused a wave of
migration of the Ukrainian population. In these
conditions, the Polish hotel business implemented
the function of social responsibility towards
Ukrainian refugees, offering temporary shelter and
organizing needs. The research aim of this paper is
to analyze the role of hotels in the direction
of Ukrainian refugees support during 2022.
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3ACOEM PO3MIUEHHA
MITPAHTIB:
JOCBIJO IIOJIBUI

Couyianvui eracmusocmi 2omenvbHo2o OizHecy
00 '€KMUBHO 0OYMOBTIOIOMbCS nepedicom  s6uly
ma npoyecis, AKi 8i0obpadicaroms, 3 00H020 OOKY,
aKMyanbHiCMb — HAPOCMAHHA 8 eKOHOMIYHIL
OBLILHOCMI  COYIANbHOI  CKIA0060I, WO OpIcH-
Moeana HA CoOYianbHi nOMpedu Cnodcueaud, a 3
IHWO20 — NOCUNEHHA 3HAYYWOCMI COYIATbHO20
YUHHUKA 8 YMO8AX 2yManimaprux kpu3. Tpuzepom,
SKULL 3YMOGUE 3DOCMAHHSL COYIANbHOT QyHKYIT
20menvHo2o Oi3Hecy Cmano NOGHOMACUIMAOHe
6MOPSHEHHsl POCILICLKUX BICbK 6 YKpainy, wo
CHPUYUHUIO XBUTIO Micpayii YKpaiHCbKO20 Hace-
JIeHHs. Y yux yMoeax nobCbKuil 20menbHutl Oi3Hec
peanizyeas QyHyito coyianbHoi 8ionoeioarbHocmi
w000 YKPAIHCOKUX OIdCeHYIs, NPONOHYIOUU UM-
4ACoBULL NPUXUCIOK MA OP2AHI3aYit0 3A00601eHHS
nompeb. Memoio cmammi € 0ocniodicents 0coo-
Jameocmeti  CoyianbHoi NIOMPUMKU  VKPATHCOKUX
Oidrcenyie comenvrum 6isnecom Ilonviyi 8 ymosax

This is an open access article distributed under the terms
of the Creative Commons Attribution License 4.0 (https://creativecommons.org/licenses/by/4.0/)
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General scientific and special methods of
cognition were applied: abstract-logical and
comparison; analysis and synthesis, analogies,
questionnaires; theoretical generalization and
formulation of conclusions. The obtained results
of the research on the peculiarities of providing
temporary accommodation and food services to
refugees indicate that the satisfaction of their
primary needs intensified the determination of
the importance of the social functions of the
hotel business in the conditions of humanitarian
crises. It has been proven that it is expedient to
include informational and social services
(assistance in employment) in the structure of
hotel services. It has been established that the
needs and expectations of refugees will require
the hotel business to develop a certain algorithm
of actions to attract external funding, which is a
factor in ensuring (growth) of revenue and the
ability of hotels to increase the amount of
support to refugees without reducing key
indicators of economic activity. The relevance of
the topic of gender is confirmed by the coverage
of the issue of providing guarantees to the hotel
business by the United Nations Refugee Agency
in order to create proper conditions for refugees
in the conditions of military conflicts. Support
for migrants is, on the one hand, "search for
sources of funding" and, on the other, "assis-
tance in the integration process.” The article
describes the areas of support offered by hotels
to refugees seeking temporary shelter in Poland.
Taking into account the experience of the social
activities of Polish hotels will allow to increase
the level of social responsibility of national hotel
chains, gives them the opportunity to be involved
in the decision-making process that will restore
the hotel business in Ukraine.

Keywords: hotel business, social support,
social responsibility, funding, revenue, integra-
tion process.

JEL Classification: A13, F35, M14.

Introduction

gitiHu.  3acmocosano  3a2anbHOHAYKOGI  mda
cneyianvbHi  Memoou  Ni3HAHHA:  AOCMPAKMHO-
JI02iUHUL, NOPIGHAHHA, AHANI3ZY | cuHmesy, aHa-
JI02ii, GHKeMYBAHHS, MeOpemuiHO20 Y3a2anbHeHHs.
i popmymosanns eucroskie. Ompumari pe3yib-
mamu  QOCHONCEeHHs. W00  0cobnusocmel
HAOQHHSL ROCTY2 MUMHACOB020 POMIUEHHS Ma
XapuyeauHs OIdiCeHYsAM 6KA3YIOMb, WO 3a0060-
JIEHHsL IXHIX nepuioyepeosux nomped akmuegizyeano
BUBHAYEHHS  8ACOMOCHI  COYIANbHUX — (DYHKYIL
20MenbHO20 DI3HECY 8 YMOBAX 2YMAHIMAPHUX KPU3.
Losedeno, wo y cmpykmypy comenbHux nociuye
OOYLIbHUM €  OONYYEHHHsT MAKux 6uois, sk
iH(hopmayiini ma coyianvhi (Oonomoza y
npayesiawmysanni). Bemanoeneno, wo nom-
pedu ma oyiKy8amHs OidCEHYI8 BUMALATNUMYMb
8I0 2omenbHo20 OI3HeCy pO3POONEHHS NeBHO2O
anzopummy Oiti w000 3ANYHEHHS 308HIUHLOZO
Qinancysanms, AKe € UYUHHUKOM 3a0e3nedeHHs.
(3pocmanHa)  00X00i8 ma  CHPOMONCHOCHI
ecomenig 30inbuily8amu o6caeu 0onomozu OidceH-
yam 0e3 3MeHUleHHA KIIOY08UX HOKA3HUKIG
2ocnodapcokoi  OisnbHocmi.  AkmyansHicmo
memMamuxy cmammi niOmeepoicena UCBIN.IeH-
HAM npobreMamuky 3abe3nedenus 2apanmii
eomenvHoMy OizHecy 3 6oky Aeenmcemeéa OOH y
cnpaeax — Oidicenyie 3 Memoio  CMBOPEHHS!
HANeJCHUX yMo8 O/ OIdceHYi8 3a BICbKOGUX
Kougrikmie. Iliompumxa miepanmie — ye, 3
00HO020 OOKY, "noutyk Oxcepen ¢inancyseannsn”, a
3 iHWo20 "donomoea 6 inmespayitiHomy
npoyeci”. JlocniodcenHs pO3KpUBAe HANPAMKU
niompumKku, AKi comeni NPONOHY8ANU VKDAiH-
CbKUM  OIdCEHYAM )y NOULYKAX MUMYACOBO20
npumynxky 6 Ilonvwi. Bpaxysanus doceioy coyi-
anbHOI OISLIbHOCMI NONLCLKUX 2omeiell 00360-
qums  RIOSUWUMU  DI6EHb  COYIABHOL GION0GI-
0abHOCMI HAYIOHALHUX 20METLHUX MEPEIC.

Knwuoei croea: roreiapHuii Oi3HeC, COLI-
abHa TIATPUMKA, COIIaJbHA BiATOBIIATBHICTD,
(hiHaHCyBaHHsI, TOXO/IU, TIPOLIEC IHTErPALLi..

Since the beginning of Russia’s full-scale invasion of Ukraine on
February 24, 2022, hundreds of thousands of civilians have been forced to
flee their homes and seek safety due to the threat of constant bombing,
destruction, and life-threatening war-related threats. A significant movement
of military migrants left the borders of Ukraine. Many countries in Europe
are actively trying to offer shelter and help for the urgent needs of those who
have left their homes. The social properties of the hotel business are
objectively determined by the course of phenomena and processes that
reflect, on the one hand, the relevance of the increase in the economic activity
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of the social component, which is focused on the social needs of the
consumer, and on the other hand, the strengthening of the importance of the
social factor in the conditions of humanitarian crises. The trigger that led to
the growth of the social function of the hotel business was the full-scale
invasion of Russian troops into Ukraine, which caused a wave of Ukrainian
population migration. In these conditions, the Polish hotel business
implemented the function of social responsibility towards Ukrainian
refugees, offering temporary shelter and organizing needs. The study of the
experience of the social activities of the Polish hotel business is relevant in
view of the nature of Russia’s war against Ukraine, which determines the
need for the implementation of social functions by domestic hotels in
conditions of humanitarian crises.

The United Nations Refugee Agency (UNHCR) estimates that
around 103 million people are forcibly displaced worldwide. The number
of refugees from Ukraine registered for temporary protection or similar
national protection schemes in Europe is 4 004 895 (UNHCR, n. d.).
According to UNHCR 69% of refugees and other people in need of
international protection lived in countries neighbouring their countries
of origin. Poland is playing the most important role among the countries
receiving war refugees from Ukraine, with around 3.5 million persons who
arrived in Poland between 24 February and mid-May 2022 (Duszczyk and
Kaczmarczyk, 2022). Now the official number of refugees from Ukraine in
Poland is 993 755. The year of the war intensified the problems associated
with forced migration, in particular the definition of competences in the
labor market (Duszczyk et al, 2023). Hotels play a big role in housing
refugees and people fleeing war. In addition, the Polish government
provided Ukrainian refugees with access to the labor market and social
benefits that were previously unavailable to most migrant workers. Many
of them are ready to work in the field of hospitality (European Commission,
2022). According to the experience and needs of refugees, this study will
demonstrate the vision of the directions of their support by Polish hotels.
It is important to determine sources of funding and develop rules for the
interaction of Polish hotels and Ukrainian refugees.

The aim of the article is to justify the social role of the Polish hotel
business in supporting Ukraine during war. To achieve the set aim, the
following tasks must be completed: research pecularities of migration
processes and conditions for refugees in hotels; discover the pecularities of
services offered for Ukrainian refugees in Polish hotels; research the
structure of provision free or reduced-price accommodation and meals for
Ukrainian refugees in Poland in 2022.

Regarding the realization of the set aim, a hypothesis was formulated
that experience of the social activities of the Polish hotel business is relevant
in view of the nature of Russia’s war against Ukraine, which determines the
need for the implementation of social functions by domestic hotels in
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conditions of a humanitarian crisis. In the conditions of military conflicts,
one of the urgent problems, facing any business entity, is the determination
of the prerequisites for the implementation of social functions to overcome
the consequences of military actions on the civilian population, which is
actively analyzed in discourses on the performance of social functions by
business.

To test the hypothesis, the following general scientific and special
research methods were applied: survey methodology (data collection from a
diverse sample), abstract-logical analysis and comparison (migration processes
and refugee needs identification); logical generalization (formulation
conclusions from the conducted research).

In the main part of the article, the expediency of studying the
experience of Polish hotels that scaled the process of providing services to
Ukrainian refugees in 2022 is actualized, the studying the peculiarities of the
organization of the process of providing services to refugees is provided. The
sources of covering costs, which creates a praxeological basis for the further
development of the concept of social responsibility of the hotel business, are
determined.

1. Pecularities of migration processes and conditions for refugees
in hotels

History remembers various types of migration flows of the past and
present centuries associated with crisis phenomena and processes. Namely,
in Europe, immediate post-war resettlement migration, mass migration of
"workers", a phase of economic restructuring and family reunification,
asylum seekers and illegal migration were observed (King, 2019).

Other sources discuss "Circular migration" from Ukraine based on the
"temporary migration". For example, Fihel et al (2012) provides that labour
immigration and foreign employment in Poland have been increasing
constantly over years.

A separate challenge for the labor market regarding the outflow/inflow
of migrants was the pandemic Covid 19, during which problems arose related
to labor migration management and the latest legislation regulating the
employment of migrants (Matusz and Aivaliotou, 2020).

In mid-March 2022, Poland introduced a special law that allowed
refugees from Ukraine apply for a newly created legal status valid for
18 months after arrival (with possibility of extension). After receiving this
status, refugees had the right to learn the Polish language, receive social
assistance, and legal employment in Poland. Of the 2 million refugees who
arrived by April, 1 million applied for special status. Other refugees have
either migrated to other EU countries countries or chose not to apply for
status because they were considering early return to Ukraine (Gromadzki and
Lewandowski, 2023).
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According to the Act on Assistance to Citizens of Ukraine in
Connection with the Armed Conflict on the Territory of Ukraine it was
established the right of co-financing of the costs of stay and meals in
collective accommodation centres by Ukrainian citizens. Temporary shelter
programs financed by international charitable organizations, private
companies and directly by hotels were opened throughout Poland. Refugees
from Ukraine got access to free housing in Poland.

Migration processes, a challenge for the Europe of the future, unite
the interests of solidarity and the fight against economic recession and
unemployment of all kinds. Tourism and hospitality is a determinant of
economic development and participation, as well as a necessary condition for
access to the labor market and social benefits, as well as the opportunity to
work and participate fully, freely and autonomously in the life of the
community. According to (Mazaraki, A. et al., 2018) the main problems and
challenges that need to be addressed to develop a national tourism system are
forming strategic development priorities for the tourism sector.

However, in Ukraine since February 24, national surveys have shown
a constant number of people willing to work in hotels, about 10% of
internally displaced persons (IDPs).

The economic capabilities of the hotel and the region played a decisive
role in making decisions regarding the accommodation of refugees.
Regionally, the ratio of the number of refugees to the population is influenced
by the following factors, namely: unemployment rate, income per capita
(proportionate personal income tax (PIT)), social networks, availability of
hotel rooms (Gromadzki and Lewandowski, 2023).

Hotels are not just a place for temporary accommodation and food for
refugees from Ukraine. The need to obtain information and find places for
refugees to stay longer creates new situations and gives rise to new challenges
for hotels in their operational activities. One of them is the need to find data
on sources of funding and opportunities to support people who are forced to
leave their homes and seek temporary protection, while using opportunities
for communication and providing information in the Ukrainian language.
This peculiar and different from other operational processes in the hotel
direction of activity (or, speaking more broadly, social focus on support and
assistance) becomes the modern reality of the development of
entrepreneurship in a turbulent environment (Skokic et al., 2016).

This trend can also be seen in many i global hotel organization for
employing migrant labor, including Hilton, Accor, Radisson (Zheleznyak,
2017), as well as some national Arche chain. However, there are no wider
studies in the field of determining the sources of funding and directions of
support for refugees in Poland, so the definition of the structure of support
and assistance is considered worthy of careful analysis. Such a research need
1s especially important in the context of discussions about the need to
integrate Ukrainian refugees into public life in Poland.
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The aim of the research is to identify the mechanisms that lead to the
establishment of a new social and collaborative strategy, looking at the
decisions, information and actions required to carry out the contracting
process, turning it into a real strategic plan, to identify the mechanisms that
lead to the creation of a cooperation strategy that allows to implement the
social function of business, provides formalisation of managerial decisions
and actions necessary for the process of concluding social contracts, turning
them into a real plan. The basis of research is general scientific methods
of cognition: theoretical generalization, comparative analysis and synthesis
for processing factual information, induction and deduction. The materials of
the research and its results are illustrated by structural and logical diagrams.

2. Pecularities of services for Ukrainian refugees in Polish hotels

It will question the impact of defining the roles and responsibilities of the
different players involved — particularly by using inclusion and weighing
proactivity, innovation and collaboration, and establishing effective mechanisms
that can be observed and interact with economic or locational difficulties. The
survey was conducted on 100 hotels using the CAWI method (computer assisted
web interview). The survey was conducted between April and May 2023, and
focuses on the period from 24 February to the end of 2022, as it is covered by the
available data from the hotel reports we use. Approximately 300 hotels were
invited to participate in the survey, of which 100 replied to the questionnaire. The
questions were most often answered by people employed as managers in the hotel.
Hotels from every voivodship took part in the survey sample. Three-star hotels
participated most frequently in the survey, and the average number of rooms in
the surveyed hotel was 41. It should be noted that the hotels participating in the
survey were unwilling to provide information about them, and a lot of missing
data was identified in the hotel metrics.

Hotels from every voivodship took part in the survey sample. The
numbers of hotels from the different voivodeships of Poland are presented in
Figure 1. As a result of the analysis of a priori information regarding the
answers by chosen cohort to the questionnaire items, 6 incomplete answers
were identified, accordingly reducing the number of questionnaires (N = 94).

The average occupancy rate of the hotels surveyed was 61% in 2022.
Of the total guests, refugees from Ukraine accounted for an average of nearly
23% of the number of people staying in the hotel in 2022. As the research
shows, the increase in the number of visitors from the Ukraine in 2022 also
affected prestigious, historic hotels (Sala, 2022). Poland’s hospitality
industry reported an increase in guest numbers to a level comparable to pre-
pandemic 2019, but at the same time experienced a decrease in foreign guest
interest due to the ongoing war in Ukraine (Rynek hoteli i condohoteli w
Polsce, 2023).
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Figure 1. Number of hotels surveyed in each Polish voivodship

Source: compiled by the authors based on on survey results.

The majority of hotels surveyed declared that the outbreak of the war
did not have a negative impact on hotel occupancy, probably from an increase
in hotel occupancy due to the end of the pandemic. Thousands of Ukrainian

refugees were housed in hotels in Poland. The structure of hotel guests in
Polish hotels is illustrated in Figure 2.

Ukrainian
refugees
23%

OtHer guests
T7%

Figure 2. Percentage of Ukrainian refugees in the total number of hotel guests in
Poland in 2022

Source: compiled by the authors based on on survey results.
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Among the hotels participating in the survey, only 13% declared that
they did not provide support to refugees from Ukraine. The vast majority of
hotels — 87% — declared various types of support.

The number of refugees in hotels was generally higher in Western than
in Eastern Poland. In the largest cities, such as Warsaw, Krakow, Wroclaw
and Gdansk, the number of hotels that supported Ukrainian refugees is
greater, which is due to the capabilities of large chain hotels. The average
length of stay of Ukrainian refugees in hotels for free or at reduced rates is
about 5 days in hotels along the coast of the Baltic Sea and the southern and
western borders of Poland, due to further migration to other countries.

The survey examines the spatial distribution of hotels supporting
Ukrainian refugees, the sources of funding that determine their decision to
provide free or reduced accommodation and meals, employment in the hotel,
and finally, the consequences of changing orientations and strategies of
Polish hotels.

In times of a turbulent environment, when there are risks of losses for
hotels, it is necessary to look for sources of funding for social projects that
are based on the possibilities of creating a positive image and reputation, to
choose new communication channels aimed at a radically new segment of
visitors, cross-cultural and charitable activities, at the same time while
maintaining high standards of hotel services.

The hotel business is directly related to investments, but with the
beginning of hostilities on the territory of Ukraine, the majority investment
projects from both investors and banks had to be frozen. Corporate social
responsibility has become a priority (Farmaki, 2019). Among the
stakeholders involved in the financing of refugee accommodation are
international charitable foundations and organizations, which, in turn,
determine the orientation of hotels towards the realization of a social
function, while the influence of stakeholders, largely formed by the
interdependent, multifaceted nature of the provision of services, determines
the implementation of new strategies for supporting refugees. However, from
the point of view of investments, foreign investors who wanted to enter
the hotel market of Poland have suspended their activities and are watching
the further development of events.

An example of a hotel’s strategy change to a socially oriented one is
a self-organized housing project for homeless refugees in the center of
Athens, known as the City Plaza Refugee Accommodation Center. The City
Plaza Hotel, as a practical alternative to a classic hotel, is an example of
autonomous solidarity on a local scale. According to Agustin et al. (2019)
hotel accommodation cannot be seen as a single solution to the "refugee
crisis", but as a micro example of how solidarity work can provide
alternatives and a "utopia" of how the crisis can be managed.
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In Poland, large international and national hotel chains have launched
assistance services for refugees from Ukraine under martial law. Information
and assistance was provided both to individual refugees and to companies
looking for a place for the families of employees, to crisis teams created by
voivodeship administrations, to foundations and societies that help the needy.

Hotel teams of major international brands directed their efforts to
support Ukrainian refugees. In particular, Hilton, Hayatt, Radisson provided
shelter for a period of 5 days and accepted migrants from Ukraine. The
structure of the guests was dominated primarily by female migrants with
children, who either temporarily lived in accommodation facilities, and then
returned home, found permanent housing in a new city for themselves, or
moved further afield.

In addition to the standard range of services, hotels support Ukrainian
refugees in their adaptation in Poland. In cooperation with other
organisations and volunteers, the hotels provide free adaptation programmes
such as Polish language courses, qualified vocational training, animation for
children and necessary psychological assistance. Information support
consists of support and control of formalities related to legalisation of stay,
benefits, access to education and other issues.

Despite the fact that the main purpose of hotels is to generate income
(Helmold, 2020), today, finding sources to finance social projects is
becoming an increasing problem, mostly caused by the large number of
refugees who need free accommodation and food (Schmelter, 2019). Most
research on this issue highlights several different approaches to finding
sources of funding. Among them are financing from large international
charitable organizations, reimbursement of expenses under government
programs, and assistance from private entrepreneurs. The most widespread
type of sources for financing social projects related to refugees are those that
accumulate funds from charitable funds in partnership with large
international organizations (Mayblin and James, 2019).

An exemplary model as a welcoming nation to refugees was developed
in the United States of America, which was later destroyed by the Trump
administration (Mathema and Carratala, 2020). This follows a simple principle:
"Trump administration dramatically reduced the apparatus of resettlement
of refugees both inside the country and abroad" (La Corte, 2019).

In Turkey, it was found that the driving force behind the formation of
refugee policy is an instrumental interest in maintaining political power,
rather than humanitarian concerns (Mccarthy, 2021).

Analysing the provision of free or reduced-price accommodation and
meals for Ukrainian refugees in Poland we illustrate the structure of hotels
that provided support to refugees in 2022. It was prepared based on the
analysis of primary and secondary data — publicly available information
contained on hospitalitysupport.org, supplemented by the results of a survey
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of hotel managers in Poland conducted by the authors of the article from 30
April to 30 May 2023. The results of the study showed that 28% of hotels in
Poland have provided free accommodation to Ukrainian refugees since the
start of the full-scale invasion of Ukraine. In March 2022, global hoteliers
joined in to help internally displaced persons from Ukraine who needed a
short-term stop and rest. Hilton, Le Meredien, Hyatt, Kempinski, Radisson
and other hotel chains provided free rooms in their hotels for Ukrainians
forced to flee the country.

Management and employees of Polish hotels were sent a questionnaire
asking them to participate in the study. Data collection was carried out in
2023; the electronic questionnaire was distributed via e-mail or completed by
conducting a personal or telephone survey. Respondents were guaranteed full
confidentiality. Studies show that hotels in Poland are actively involved in
the process of supporting Ukrainian refugees, which mainly consists in
providing free or reduced-price accommodation and food services,
informational assistance and employment. First, questions were included to
select hotels that housed and fed Ukrainian refugees free of charge. Then
hotels that provided services at reduced prices. Thirdly, the volumes and
sources of funding provided to hotels to cover expenses incurred in
connection with the provision of support were determined. The survey mostly
contained closed questions to get a larger number of responses. Hotel
responses were used as the dependent variables of interest for this study.

3. Provision of free or reduced-price accommodation and meals
for Ukrainian refugees in Poland

The analysis of the structure of services provided by hotels that
supported Ukrainian refugees was mainly descriptive, with reference to the
volume of this support, sources of funding or compensation. This was due to
the potential risk that an overly quantitative approach would not capture the
social strategy and areas of support offered by hotels, which cannot be
measured by quantitative indicators. Another limitation is that the demand
for hotel services is constantly changing in terms of functional and targeted
purpose, which corresponds to the location and duration of service provision.
Therefore, it is difficult to record statistics on the stay of Ukrainian refugees
in hotels, the number of which often changes. Thus, all the numbers look
completely different in a few months. Therefore, the above figures were
taken for the period from 24 February to 31 December 2022. Figure 3 shows
the percentage of hotels offering free accommodation to refugees from
Ukraine. In Poland 38% Ukrainian refugees in 2022 free accommodation in
hotels, and 79% hotels, received compensation of costs providing
accommodation and meals.
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Figure 3. Percentage of hotels offering free accommodation
to refugees from Ukraine

Source: compiled by the authors based on on survey results.

The research described in this section is based on the responses
provided by the hotels, namely: number of hotels offering free
accommodation and meals to refugees from Ukraine, number of hotels
offering reduced price accommodation and meals to refugees from Ukraine,
the amount of support that was compensated/subsidised by another entity to
the hotel. It is worth noting that 38% of the hotels that took part in the survey
provided such support free of charge, while the costs of providing
accommodation and meals were mostly compensated by 79%. Hotels in
Poland for Ukrainian refugees mainly provided accommodation and food
support, but some of them were limited to informational support only.
Regarding the localization of hotels and areas of support, two main trends
were observed. The first group of hotels, namely five- and four-star hotels,
located in large cities offered programs for short-term stay of refugees and
the provision of services related to it with all the necessary areas of support.
The number of hotels of this group and the average length of Ukrainian
refugees stay indicates that accommodation in large hotels is of a short-term
nature. It is used as a temporary shelter for a while until the refugees find
housing for a longer period or go on to another region or country. Large
hotels, within the framework of the social responsibility policy, had the
opportunity to provide a comprehensive service to refugees, including family
members of hotel employees, without seeking sources of external funding.
Gradually, towards the end of 2022, programs of free accommodation of
refugees began to be replaced by accommodation at reduced prices. The flow
of refugees gradually decreased until the end of 2022, the system of their
support by hotels was improved, new sources of financing were found, but
hotels, realizing the importance of integrating refugees into Polish society,
found the possibility of their employment. The second group of hotels are
two- and three-star hotels and hostels located in small towns that provided
services for longer accommodation of Ukrainian refugees for up to 120 days
with simultaneous compensation from local and state budgets.
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The ratio of the average number of Ukrainian refugees and the
duration of their free accommodation and meals in hotels in Poland in
2022 is shown in Figure 4. The demand for free accommodation and meals
since the beginning of the full-scale invasion significantly exceeded the
capacity of hotels. However, it is worth noting that most hotels received
external financing, which allowed to provide services in a larger volume and
for a longer period. The average number of Ukrainian refugees used free
accommodation in 2022 was 37 people per hotel.
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Figure 4. Average number of Ukrainian refugees in the hotels offering free
accommodation and their length of stay in 2022

Source: compiled by the authors based on on survey results.

The average length of stay of Ukrainian refugees in hotels of 79 days
1s directly related to the 40+ compensation program, which provides support
for hotel owners and reimbursement of expenses for a period of 120 days.
Depending on the sources of funding, hotels made decisions either to
accommodate refugees or to find employment opportunities with partial
compensation for staying in the hotel. More than 50% of the hotels that
participated in the study employed Ukrainian refugees.

Conclusions

The increase in hotel occupancy in 2022 occurred in particular due to
the accommodation of refugees from Ukraine in hotels. According to the
study, out of the total number of guests, refugees from Ukraine accounted for
almost 23% of the number of people who stayed at the hotel in 2022. As the
study shows, the growth in the number of visitors from Ukraine in 2022 also
affected prestigious historical hotels. Most of the hotels surveyed said that
the start of the war did not have a negative impact on hotel occupancy,
probably due to an increase in hotel occupancy due to the end of the
pandemic. It was found that the length of stay of war migrants in hotels in
Poland was generally higher in Western Poland than in Eastern Poland. The
number of hotels that provided support to Ukrainian refugees is higher in
the largest cities, such as Warsaw, Krakow, Wroctaw and Gdansk, due to the
capacity of large networks. The average length of stay of Ukrainian refugees
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in hotels for free or at discounted rates is about 5 days in hotels on the Baltic
Sea coast and the southern and western borders of Poland due to subsequent
migration to other countries. Chain hotels of major international brands
played a significant role in sheltering Ukrainians fleeing the war in 2022. The
programs developed by them were aimed at temporary support of Ukrainian
refugees in Poland. In particular, Hilton, Hayatt, Radisson provided shelter
for five days and accepted migrants from Ukraine.

The study of cases of Polish hotels regarding their performance of
social functions proved that social responsibility is a multifaceted process,
which is considered as a source of resources for social investments. In
difficult conditions, the hotel business acquires completely new qualities and
functions, thanks to which the public perception of the hotel business is
transformed through the prism of social partnership. Taking into account the
experience of the social activities of Polish hotels will allow to increase
the level of social responsibility of national hotel chains, gives them the
opportunity to be involved in the decision-making process that will restore
the hotel business in Ukraine.

REFERENCES

Agustin, 0.G, Jorgensen, M. B., Agustin, 0.G, & Jorgensen, M. B. (2019). Autonomous solidarity: hotel
city plaza. Solidarity and the 'Refugee Crisis’ in Europe, 49-72.

Council of the EU (2023, 10 May). Infographic — Refugees from Ukraine in the EU. https://www.consilium.europa.eu/
en/infographics/ukraine-refugees-eu/.

Duszezyk, M., & Kaczmarczyk, P. (2022). The war in Ukraine and migration to Poland: outlook and
challenges. Intereconomics, 57(3), 164-170.

Duszcezyk, M., Gérny, A., Kaczmarczyk, P., & Kubisiak, A. (2023). War refugees from Ukraine in Poland—one
year after the Russian aggression. Socioeconomic consequences and challenges. Regional Science Policy &
Practice, 15(1), 181-199.

European Commission. (2022). The early integration of those fleeing the war in Ukraine: an overview from
across the EU (accessed 29.05.2023).

Farmaki, A. (2019). Corporate social responsibility in hotels: a stakeholder approach. International Journal of
Contemporary Hospitality Management, 31(6), 2297-2320.

Fihel, A., Kaczmarczyk, P., & Stefanska, R. (2012). Recent trends in international migration in Poland. Central
and Eastern European Migration Review, 1(1), 69-90.

Fundacja Leny Grochowskiej (2023, 10 May). Solidarity with Ukraine. https://fundacjalenygrochowskiej.pl/
nasze-dzialania/solidarni-z-ukraina/

Gromadzki, J., & Lewandowski, P. (2023). Refugees from Ukraine on the Polish labour market. Social
Insurance. Theory and Practice, 155(4), 29-40.

Helmold, M., & Helmold, M. (2020). Total revenue management (trm) (pp. 1-12). Springer International
Publishing.

Hotelearche.pl (2023, 10 May). Help to Ukraine. https://hotelearche.pl/aktualnosci/szczegoly-aktualnosci?
RecordID=200068

King, R. (2019). Diverse, fragile and fragmented: the new map of European migration. Central and Eastern
European Migration Review, 8(1), 9-32.

La Corte, M. (2019). Refugee Resettlement in the Trump Era: Challenges & Opportunities.

Mathema, S., & Carratala, S. (2020). Rebuilding the US refugee program for the 21st century. Center for
American Progress. https://www. americanprogress. org/article/rebuilding-us-refugee-program-21st-century.

ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. No 1 155



ENTERPRISE

Matusz, P., & Aivaliotou, E. (2020). Circular and temporary migration in Poland during COVID-19.

Mayblin, L., & James, P. (2019). Asylum and refugee support in the UK: civil society filling the gaps? Journal
of Ethnic and Migration Studies, 45(3), 375-394.

Mccarthy, A. (2021). Turning crisis into opportunity? The Syrian refugee crisis and evolution of welfare policy
for refugees in Turkey from a public choice theory perspective. Critical Social Policy, 41(1), 111-127.

Mazaraki, A., Boiko, M., Bosovska, M., Vedmid, N., & Okhrimenko, A. (2018). Formation of the national
tourism system of Ukraine. Problems and Perspectives in Management, 16(1), 68-84.

Sala, K. (2022). Historic and boutique hotels in times of pandemic and conflict in Ukraine. Case study of
Poznan, The Malopolska School of Economics in Tarnéw Research Papers Collection, 53(1-2), 47-58.

Schmelter, S. (2019). Gulf States’ humanitarian assistance for Syrian refugees in Lebanon. Civil Society
Review, 3, 16-47.

Skokic, V., Lynch, P., & Morrison, A. (2016). Hotel entrepreneurship in a turbulent environment. /nternational
Journal of Hospitality Management, 53, 1-11.

Stories.hilton.com (2023, 10 May). Hilton Statement on Ukraine. https://stories.hilton.com/releases/hilton-
statement-on-ukraine

The hotel and condo hotel market in Poland (2023). Report. https://www.emmerson-evaluation.pl/wp-
content/uploads/2023/06/raport-rynek-hoteli-oraz-condohoteli-w-polsce-2023.pdf?fid=1055

United Nations High Commissioner for Refugees (2023, 15 May). Refugee data finder. https://www.unhcr.org/
refugee-statistics/download/?url=yi092Z

Zheleznyak, K. (2017). Contemporary labour migration and talent management in the global hotel
industry [Doctoral dissertation, Sheffield Hallam University].

CepgsicHuii moptan npo Ykpainy VisitUkraine.today (2023, 10 May). Hilton and other hotels in Europe offer
free accomodation for Ukrainians. https://visitukraine.today/blog/220/hilton-and-other-hotels-in-europe-offer-
free-accomodation-for-ukrainians

Conflict of interest. The authors certify that don’t they have no financial or non-financial interest in the
subject matter or materials discussed in this manuscript; the authors have no association with state bodies,
any organizations or commercial entities having a financial interest in or financial conflict with the subject
matter or research presented in the manuscript. Given that of the authors are affiliated with the institution
that publishes this journal, which may cause potential conflict or suspicion of bias and therefore the final
decision to publish this article (including the reviewers and editors) is made by the members of the Editorial
Board who are not the employees of this institution.

The article is the result of a stay at the Kirkland Research Program scholarship implemented at the
university (University of Maria Curie-Sklodowska) and was created in cooperation with Marcin Lipowski.
The authors would like to express their gratitude to the Kirkland Research Program, the Leaders of Change
Foundation, the Polish American Freedom Foundation, Polish Chamber of Commerce for Hotel Industry
and to those who helped to disseminate information about the survey, as well as to the Polish hotels and
all those who expressed interest in the results.

The contribution of the authors is equal.

Kulyk M., Lipowski M., Boiko M. Accommodation facilities for migrants: Polish experience. Scientia fiuctuosa. 2024. Ne 1.
S. 143-156. Https://doi.org/ 10.31617/1.2024(153)09

Received by the editorial office 25.12.2023.
Received after revision 08.01.2024.
Accepted for printing 15.01.2024.
Published online 16.02.2024.

156 ISSN 2786-7978; eISSN 2786-7986. SCIENTIA FRUCTUOSA. 2024. Ne 1



	ЗМІСТ_СТР_engl-1-153-2024
	РОЗ_держава-4-
	РОЗ_2_маркетинг-40
	РОЗ-3_підприємство_стор_110

